
C.PeVe No. 309 

COMMITTEE ON PUBLIC 
UNDERTAKINGS 

(1975-76) 

(FIFfH LOK SABHA)-

.. 
EIGIITY-FOURTH REPORT 

Action taken by Government on the recommendatioDS 
contained in the Shty-Fourth Report of the Com-
mittee on Public Undertakings (Fifth Lok Sabha) 

on 

INDIAN PETROCHEMICALS CORPORATION LTD. 
MINISTRY OF PETROLEUM' 

LOK SABRA SECRETARIAT 
N,BW DELHI 

April, 1976/Chaitra, 1898 (Saka) 
Price : RI. 1. 20 P. 



LIST OP AUTHORISED AGKNTS FOR. THE SALE OF LOlt SABJIA 
SECRETARIAT PUBLICATIONS 

51 No. Name of Agent 51. No. Name of A,ent 

.lNDHRA PRADESH MAHARASHTRA 

1. .\ndhra University General Co- 10. M/e. Sunderdaa Glancband, 
o~rat1ve Stores' Ltd., Waltair 601, Girgaum Road, 
(Vlsakhapatnam). New Princeu Street, 

Bombay-2. 
2. G.R. Lakshmipaty Chetty and· 11. The International Book HoUR, 

Sons, General Merchants and. (Private) Limited, 
News Agents, Newpet, Chandra- 6 ~I.anf! 
girl, Chittoor District. Ma1lltma Gandbl Road, Bom-

bay-l. 

ASSAM 12. The International Book Servtce, 
Deccan Gymkhana, Poona-4. 

3. Western Book Depot, Pan Bazar, 
Gauhati. 

13. Charles Lambert • Compan" 
10, Mahatma Gandhi Road, . 
Opposite Clock, Tower, 

BIHAR Fort, Bombay. 
14. The Current Book H~ 

•. Amar Kitab Ghar, POliit Box '18, Maruti Lane, 
Diagonal Road, Jamsbedpur. Raghunath Dadaji Street, 

Bombay-I. 
6. MIa. CroWD Book Depot, Upper 15. Deccan Book Stall, 

Bazar, Ranch!. Fergusson College Road, 
Poona-4. 

. GUJARAT 

8. Vijay Stores, 
Station Road,' Anand. 

18. 14.& J. Services, Publlaher. 
Representatives, Ac:counta • 
Book' Sellers 
Babri Road, Bombay-II. 

'1. The New Order Book 
Ellis Bddge, 
Ahmedabad-8. 

Company, MYSORE 

HARYANA 

I!. MIa. Prabhu Book Service, 
Nal Subzi Mandi, 
Gurgaon. 

1'1 People Book BOUIe, 
Opp. Jaganmohan Palace, . 
Mysore. 

RAJASTHAN 
18. InformatiOn Centre, 

Govet'lUDe1)t of Bajutbn. 
Tripolia Jaipur City. 

Law 

MADHYA PRADEStl 
19. MIs. Usha Book Depot, 585/A. 

9. Modern Book Bouse, 
Shiv Vilas Palace. 

. Indore City. 

Chitra Bpzar, TripoUa, Jaipnr. 
UTl'AR PRAl)ESH . 
20. Law Book Company~ 
. Sardar Patel Marg, 

Allahabad-I. 



Pa~e 

(v) 

4 ~ 

5 
7 
17 
17 
18 

"18 
18 

19 

18-20 

21 

22 
24 

"410 
I 

CORRIGENDA 

3IGHl'Y FOURTH REPORT OF THE COMHITTE3 ON PUBLIC 
UNDSRT:J<INGS (1975-76) on ACTION TIJ<EN BY GOVT. 
ON THB R3COMMEND~" .. TIONS CONTAINED IN Till §.4TH 
R~PORT OF THE COMMITTE:8 ONPUBLIC UND:mT .. U<INGS 
ON INDIAN P~ROCH3MICALS CORPOR~· .. TION LTD. 

Line 

4 from 
botton 
21 

8 
5 
5 
6 
2 
2 
22 

7 from 
botton 

4 from 
bottom 
17 
28 

For 

32 

Ins ort 'anc'!.' betllee n 'controlling 
n:)nitoring r 
Insort 'by f 
except 
sllpar;e 
scheduled 
shippa ;e 
executive 
Planning an 
clesi(;n1ng 
fran 

after 'into I 
expuct 
slippaGc 
schedule 
slippaGe 
GXQcution 
planning and 
desiGning 
frot:1 

Tra.nsfer 3ntire mat t.Jr beginninG 
wi th the fuadinc "Further inform-
atL'n called for by the Committee" 
appearing at pa.Ge 18 to "COr.un.3nts 
of the Committee". appearing at 
page 19 and insert it aftar I~oply 
of Government" at paGe 00. 
purposes p-cpcses-

a.nd end 
ayre are 
Delete "Connonts of the COMr:l1ttee II 



CONTBNTS 

CoMPOSITION oP TBB CoMMrrrBa • 
CoMPosITION OIl TBB AmON TADN StIB-<:oMMlTTIB 

INTaoDUCI1ON 

PAOe: 

(ill) 

(V) 

(vii) 

CHAPTI!R I Report • 

CHAPTER II Recommendation. that have been accepted by Government 8 

CH.\PTBIt III RccoJDJDelldations which the Committee do not desire to 
pUrSUe in view of Government·s I'Cplics 36 

CRAPTBR IV Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee 4S 

CRAPTBR V Rccom.mendations in respect of which final replies of 
Government are still awaited "po 

APPBNDIX 

Analysis of the action taken by Governmcot on the recommendations 
contained in the Sixty-Fourth Report of the Committee on Public 
Undc-rtatings (Fifth Lot Sabha) 'S 

2806 I.S-l 
. ..: . , , 

I 



COMMITTEE ON PUBLIC UNDERTAKINGS 1 
(1975-76) 

CBA1B.MAN 

Sbri Nawal Kishore Sharma 
MD4BDS 

'2. Sbri Dinen Bhattacharya 
3. Sbri Bhogendra Jha 

, 4. Shrimati Sheila Kaul 
5. Sbri V. Mayavan 
6. Shri Surendra Mohanty 
1. Shri Damodar Pandey 
8. Shri Paokai Haokip 
9. Shri Natwarlal Patel 

10. Shri Ram Surat Prasad 
11. Shri K. Narayana Raa 
12. Shri Vasant Sathe 
13. Shri C. K. J after Sharief 
14. Shri Atal Bihari Vajpayee 
15. Shri Amarnath Vidyalankar 
16. Shri Sriman Profulla Goswami 
17. Shri Harsh Deo Malaviya 
18. Shri Jagdish Prasad Mathur-
19. Shri Bhola Prasad-
20. Shri Veerendra Patil 
'21. Sbri Sultan Singh 
"22. Pandit Bhawani Prasad Tiw~ 

SECBETABIAT 

Shri M. A. So1Uldararajan-Chief FinanciAl Committee 0fII.ceJ' 
Shri K. S. Bhalla-Seni07' Financi4l Committee Of1icer 

*Ceased to be a Member of the Committee consequent on Ids 
~nt from Bajya Sabha on ~l9'16. 

(iii) 



(1975-76) 

1. Shri N afal Kishore Shanna-Chainnan 

2. Shri Harsh Deo Malaviya 

3. 8hri Vasant Sathe 

4. Shri Amarnath Vidyalankar 

5. Shri C. K. J after Shanef 

6. Shri Damodar Pandey 

7. Shri Atal Bihari Vajpayee 

Civ) 



INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalfp 
present this Eighty Fourth Report on Action Taken by Government 
on the recommendations contained in the Sixty Fourth Report of 
the Committee on Public Undertakings (Fifth Lok Sabha) on Indian 
Petrochemicals Corporation Ltd. . 

2. The Sixty-Fourth Ref,ort of the Committee on Public Under-
takings (1974-75) was presented to Lok Sabha on the 25th Aprilp 
1975,. Out of 31 recommendations contained in the Report, replies 
of Government to 26 recommendations were received in two batches 
and the last batch was received on 13-2-1976. Replies of Govern-
ment to the remaining 5 recommendations are still outstanding. ' 

3. The Report has been divided into the following five Chapters: 
(i) Report. 
(ti) Recommendations that have been accepted by Govern-

ment. 
(iii) Reconnfendations which the Committee d~ not desire to 

pursue in view of Government's replies. 
(iv) Recommendations in respect of which replies of Govern-

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

ment are awaited. 
4. An analysis of the Action Taken by Government on the recom-

mendations contained in the Report of the Committee is given in 
Appendix. It would be observed therefrom that out of the total 
number of recommendations ·made in the Report 61.3 per cent have 
been accepted by the Government. The Committee do not desire to 
pursue 19.4 per cent of the recommendations in view of the Govern-
ment's replies. Replies of Government in respect of 32 per cent 
of their recommendations have not been accepted by the Commit-
tee. Replies of Government in respect of 16.1 per cent of their 
recommendations are still outstanding. 

NEW DEI.m; 
April 7, 1976 
ChaitTa 18, 1898 (8) 

NAW AL KISHORE SHARMA, 
Chairman~ 

Committee on Public Undertakings. 

(v) 



CHAPTER I 

REPORT 

This Report of the Committee deals with the action taken by 
-Government on the recommendations contained in the Sixty-Fourth 
Report (Fifth Lok Sabha) on Indian Petrochemicals Corporation 
Ltd., which was presented to the Lok Sabha on the 25th April, 1975. 

1.2. Action Taken Notes have been received from Government in 
respect of 26 out of 31 recommendations contained in the said Report. 

1.3. The Action Taken Notes on the recommendations of the Com-
mittee have been categorised as follows:-

(1) RecommendationslObservations that have been accepted 
by Government: 

Serial Nos. 1, 2,3,8, 11, 14; 15, 16; 17, 19, 20, 23, 25, 26, 27, 
28, 29, 30 and 31. 

(ii) RecommendationslObservations which the Committee do 
not desire to pursue in view of the Government's replies: 

Serial Nos. 4, 7, 12, 13, 18 and 24. 

(iii) RecoDlmendatiens in l'espect of w~ replies of, Govern-
ment have not been accepted by the Committee: . 

Serial No. 21. 

(iv) Recommendations in respect of which replies of Govern-
ment are awaited: 

Serial Nos. 5, 6, 9, 10 and 22. 

1.4. The Committee deprecate the delay on the part of the Gov-
enment in furnishing replies to reconunendations at Serial Nos. 5, 
6, 9, 10 and 22. They would like the Mtirlsti'y to take aetton on 
these recommendations expeditiously and brl11g it to the notice of 
Parliament. 

1.5. The CQmmitt.e will now qeal witq the action taken by Gov-
enmie!It on IIOJDe of their recommeudations. 
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STATI!MENT OF OBJECTIVES AND OBLlGAnONS 

Beeommendatioo (Serial NO.3) 

1.6. The Committee noted that even though the Bureau of Public· 
Ente'rprises had asked all the Public Undertakings as far back as-
November, 1970 to formulate a statement of their objectives\obli-
gations clearly and communicate the same to the Government and 
even though the need for formulating such a statement was reitera-
ted in the 40th Report (5th Lok Sabha) of the Committee on Public 
Undertakings on Role and Achievements of Public Undertakings, 
the Indian Petro-chemicals Corporation Ltd. had not so far formula-
ted its statement of objectives/obligations in spite of the fact that 
IPCL was asked by the Ministry in 1971 to look into the matter. 
The Ministry admitted during evidence that in the ultimate analysis 
it was the fault of the Ministry and they should have pursued it 
more vigorously. The Committee were unhappy at this long delay 
and recommended that the Corporation/Ministry should finalise the 
statement of objectivesjobligations of IPCL without any further 
delay and place it before Parliament. 

1.7. In their reply, Government have stated that "instructions 
have already been issued to concerned authorities and further action 
is being taken for finalising the statement of objectives and oblig-
ations for placing before Parliament expeditiously." 

1.8. The Committee are constrained to note that Government 
have taken too long a period to 8naUae the statement of objectives. 
and obUptions of IPCL. 'l'bey reiterate that the Corporation! 
Minlstry shDuId finalise tbe statement of objectives/obligations or 
IPCL without any further loss of time *and place it before Parlia-
ment at the earliest ·possible opportunity. 

ScHEDULED DATES OF COMPLETION OF PROJECTS 

Reeommendation (Serial No. 15) 

1.9. The Committee stressed that delays as have occured in the 
execution of Gujarat Olefins Project and its downstream. units not 
only put up the cost and affected the profitability of the project but 
also contributed to delays in other developmental activities. The 
Committee recommended that Corporation should work out a realis-
tic cost estimate and revised profitability of the Project and other 
down-stream units after taking into account all the factors and 
bring it to the notice of Parliament without any delay. 

• After ftnalisation of tile report but before its ~ the IIJDJatry 
informed that "the statem_t of objective. and obligatiODS of IPCL is 

expected to be ftnaliaed by 30th April, 1978. 
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1.10. The Government in their reply stated that "the Corporation 
has worked out revised cost estimates and revised profitability 
studies for these projects, taking all the factors into consideration. 
These are under examination in the Government." 

1.11. The Committee reiterate that the Government should 
examine the cost estimates and revised profitability in respect of 
each of these projects (Gujarat OleAns and its down-stream units) 
expeditiously and bring it to the notice of Parliament at an early date. 

POLYmTER FILAMENT YARN PROJECT 

Recommendation (Serial No. 16) 

1.12. The Committee found that the selection of Karl Fisher and 
J.K. Technology for Polyester Filament Yarn Project had been 
made mainly on account of the advantage in foreign exchange and 
J.K.'s ~hnical experts and facilities for training could be used. 

1.13. The Committee recommended that the Corporation should 
take advantage of the collaboration in developing their own planning 
and designing with a view to attaining self-reliance in this field. 

1.14. The Committee were informed that none of the equipments 
ordered for the project had yet become due for delivery and, there-
fore, the question of delay could not be assessed. The Committee 
stressed that a continuous watch should be kept on the progress 
being made by the fabricators of equipment so that necessal"'J steps 
could be taken well in time to obviate any possibility of delays. They 
also desired that Corporation should draw lessons from their experi-
ence with the Gujarat Aromatics Project and p.Dsure timely supply 
of equipment of goOd quality and the commiSSioning of the project 
on schedule after proper inspection and guaranteed performance. 

1.15. In their further reply the Ministry have stated-

"PeL's objectives are to get the filament yam project design-
ed, installed and commissioned through a system of con-
tracting with appropriate consultancy organisations, and 
contractors and thereafter to operate the plant & sell the 
product to member cooperatives. PCL does not seek to 
build up expertise from within its own organisation for 
design of production plants. Planning of execution of 
the project is being done by PCL personnel in association 
with its prime engineering I consultancy contractor viz. 



4 

EIL. Emphasis is placed on establishing suitable facili-
ties and suitable expertise for rendering technical services 
to customers in handling and processing of filament yarn. 

Apart from contractual provisions that equipment supplied 
are of suitable specifications and quality, inspection of 
equipment and materials during and after fabrication is 
being carried out by PCL's consultants vii ElL. PCL 
are using PERT techniques for control and monitoring of 
the time schedule for project implementation and com-
missioning." 

1.16. The Committee note that planning of execution of the Poly-
'ester Filament Yam Project is being done by the IPCL personnel in 
association with its prime engineering/consultancy contractor, viz .. 
ElL. '11le Corporation had, however, not ·stated· as to wh.t steps it 
propOlle8 to take to denlep its own pbmBing and desip.inl" with a 
view to attaiDin, self-reliance in this field. The C-ollUftittee would 
IIJr,e. to reiterate that the Corporation should take advante«e of the 
collaboration in developing their own planning and designing with 
a view to attaitting self-reUaftce in this field. 

1.17. The Coaunittee note that IPCL is usina PERT tecmuQ1le5 for 
· controlling monitoring the time schedule for project implementation 
aa4 commiuioain,. The Committee expect that while ~ping a 

· coatin1lo1ls watela oa the prol"U being made by the fal:trlcators of 
eq ........ t neeessary steps would 1ae taken hy tile Corporation weU in 
tiae te ob'riate pGUibUity of delays. 'nley woulcl also reiterate that 
Corporatioa ahouN draw leuona from the4' e~e with the 
Gujarat Anal.tica hojed and ensure not only ~y suppl.y of 
-equlpm_. of pod Quality b1lt also c~ ... issiOQi"C of the ~jed on 
· achedule after proper inspection and guaranteed performance. 

PRttINC POLICY 

Recommendation (Serial No. 21) 

1.18. The Committee recommended that the Corporation should 
take steps to re'duce the cost of production by achievement of full 
rated capacity, stabilising production and keeping the overheads to 
the minimum. The Committee also recommended that Government! 

'Corporation should consider fixing the prices on a fairly long term 
bula taking into account all the relevant fadors and the Board 
· should review the prices periodically to eDSUre that the prices were 
·~mpetitive and the price inc:rease did not contribute to the infla-
-tional'1 trend. The Comi'nittee stressed that since petro-chemical 
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intermediates were ~ raw utaterials tDr Jl number of ind1Uotrie&,.. 
Government should take effective measures to see that the price5 of 
the petro-chemicals which were ,used as raw materials were reason-
able and internationally competitive and the benefit of any reduc-
tion in the prices was always available to the common man. 

1.19. The Committee found that th~ price of orthoxylene and 
mixed-xylene were higher than the landed price. The Committee 
would like that this aspect should be gone into the Government so 
that the prices of xylehe were in accordance with the guidelines 
issued by Government in this regard. The Committee also expected 
that tl}e Corporation should fix the price of its products within the 
framework of the recommendations of BPE and wh*ever there· 
had been deviations, the Corporation obtain the prior approval of 
Government. 

1.20. The Committee found that while the ceat of DMT, the base 
product for polyester fibre cloth was not high, the cloth produced 
by using DMT was sold at a price which is higher. The Committee' 
felt that with the stabilisation of production of DMT, the prices of 
and other ·products manufactured with DMT as base 5ih.ould be so· 
fixed that the benefit of reduction in price of DMT could ultimately 
be passed On to the public. 

1.21. The Committee had come across cases where the Private 
Sector had been making use of the products manufactured by the 
Public Sector and making huge profits at the expense of the Public 
Sector, as in the case of basic drugs of IDPL and steel. The Com-
mittee felt that there should be a correlation between the price of' 
the raw material and the cost of th~ end product. The Committee, 
therefore, recommended that Government/IPCL should take steps 
to evolve a procedure by which any reduction in the cost of raw 
material ultimately did go to the benefit of the consumer. 

1.22. While noting the recommendation, the Ministry in their reply 
state~ . that ~ possible measures were being undertaken' by IPCL 
to r.anlQve ~tional bottleneclq; to ensure Ul;8t the planu achieve 
their r~tive rated capacities. . 

1.23. ~ces ftx~ by IPCL for its produets were meant to be 
operative for fairly long periods. However, prices were adjusted' 
from tlme to tmw to tab in~ aceount changes in cost of l'roduetiotl 
~d ~e l~l~arket sltuatiOn.' 

, ' t " ~ . ;~ 

1.24;'86aYIIIailll1lte ..... fill. ~Lta epa: ....... ,ancl the GO.t ef 
inputs, the objective of being internationally competitive in the-
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products was difBcult to achieve. IPCL's product prices might be 
construed as a reasonable balance between the interests of IPCL 
and the local market situation. 

1.25. Of the products made and sold by IPeL. 

(a) DMT is converted to fibre/filament, spun, processed, 
dyed, woven and sold as cloth or garments to the ultimate 
consumer. 

(b) Oxylene is primarily used for manufacture of phthalic 
anhydride which is subsequently converted as plasticiers, 
dyestuffs, resigns etc. 

(c) Mixed xylenes are used primarily as solvents in pesticidal 
formulations, paints/varnishes etc. 

1.26. The structure of utilisation industries covers the gamut of 
<organised, medium scale and small scale levels with wholesale and 
retail trading also invoved belfore the final product reaches the 
ultimate consumer. Ensuring that reduction in IPCL's product 
prices reaches the ultimate consumer would require price control at 
each and every stage of conversion which was not considered feasi-
ble. For the time being, the market forces Would determine to what 
extent lower prices get passed on down the line. 

1.27. In reply to further information called for by the Commit-
tee, the Ministry have stated that-

"At present the sale prices of the products of IPCL are higher 
than the landed cost of the items in question. This is 
primarily because there has been, for some time back. a 
slump in the International prices of these items. IPCL 
have been advised to submit detailed justifications for 
fixing the prices of their products above the landed cost 
for consideration of the Government." 

1.28. The Committee are not convinced by the reasons advanced 
'by the Minlstry that it is not feasible to exercise 'price eGI1trol at 
eaell and every stace of conversion of IPCL products which is COD-

.si.tere.l necessary to euure that redudion in prices of IPCL's pro-
·duds reaches the uItdIate CODSUIIler. The Committee feel that there 
ahoaN. he a correlation betweea the price of raw material ami cost of 
ead pI'Oduet. TIIItv rei __ that GoVemment/IPCL should take 

1Itepa to evolve a procedure Ity whieh any redadion in die cost of 
raw mMedal ultmaaWy .... _ u.. It •• zit of the 0Iai ...... 
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1.29. The Committee are infonned that the sale prices of some 
·of the products of IPCL are higher than the landed cost because of 
:slUII»? in international prices and the IPCL has been advised to sub-
mit detailed justification for the same for the consideration of the 
Government. The Committee except the Government will soon take 

;a decision in the matter after thorough examination of the data sup-
plied by the Corporation. 

REsEARCH AND DEVELOPMENT 

BeeoJD8lelldation (Serial No. 26) 

1.30. The Committee recommended that Government should 
.undertake an objective appraisal by an Independent Expert Body 
of the work done by the Research and Development Centre from 
.year to year in order to see how far the C$ltre had succeeded in 
8I;@eving the objectives for which it had been set up. Among other 
things, they desired the Centre to pay a~tion to the problems 
whiob. might arise in the day-to-day working of the various plants of 
IPCL and not only suggest measur~s .to solve these problems but 
also to devise techniques to bring about .e!ffi.ciency and economy in 
the general working of the various plants. 

1.31. The Government in their reply stated that one of the main 
functions of the R&D Centre of IPCL was to study plant techno-
.logy and ope'rations areas to assist in devising measures for improv-
ing efficiency in the working of the plants. This was being already 
done in the case of the operating Afomatics Complex. 

1.32. The Government added that the R&D Centre's programme 
were still in their infancy. The'l'ecommendation of CPU had been 
noted and at an appropriate time suitable mechanism for reviewing 
. the perfonnance of the R&D centre would be devised. 

1.33. The Couunittee reiterate that Government should under-
,take an objective appraisal by an independent. expert Body of the' 
'work done by the Research and Development ,Centre from year to 
-:year in order to see how far the Centre has succeeded in achieving 
dhe objectives for which it has been set up. 



CIIAP'I'Ba D 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation (Serial No. I Paragraph 1.18) 

The Committee note that IPCL was formed in March, 1969 as a 
separate Cbmpancy to implement the public sector Petro-chemical 
Projects formulate earlier by the Petro-chemicals Division of the 
ONGC, with the main objects of carrying on the business in the 
field of Peu-o-chemicals polymers and industries based on Petro-che-
mical including outlining of technology and fabrication of equip-
ment. 

The Committee are informed that the aims and objectives of the 
Corporation apart ~rom production of several petro-chemicals inter-
mediates and raw materials would be achieved when the project 
goes into production on a regular commercial basis. The obligations 
of the Corporation will not be confined merely to production of 
the petro-chemicals but will comprise the various objectives with 
regard to pI'Ofitability, resource generation. development of market-
ing facilities, technical services, introduction of new conversion pro-
ducts, research and development to the extent practicable, reaching 
a position of near independence in know-how technology. From the 
subsequent cha.pters, it will be seen that, from the date IOf inception 
of the Corporation un now, only the Aromatics Project has been 
completed and is in ()peration at present and the other projects are' 
at different stages of their completion. In view of the need for 
the petrochemical. and its end-products lrx the country and the im- . 
portance of Petro-chemical Industry for the development of the coun-
try, the Committee stress that every effort should be made both JJ, 
the Corporation and the Govermnent to complete and commission 
aU the projects . under Indian Petro-chemicals Corpomtion Ltd. in 
accordance with their scheduled qates of completion so as to acllie~ 
the aims and objectives of the Corpontion at the earliest. 

Reply of GoverlllDent 

Noted. 

[Ministry or Petroleum and Chemicals O.K. No. 4001212175-PC. 
n dated the 10th Dec., 19'15)~ 

8 
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ReeommeDd.tio. (Serial No. Z, Paragraphs 1.1' to 1.12) 

The Committee find that while the World had made tremendous 
progress in Sixties in the field of Petro-chemical industry our coun-
try lagged way behind. It is only during the last Five Year Plan 
that some effort has been made to set up a Petro-chemical industry at 
Baroda. But this effort suffered initially, for the plan covered only 
the installation of two mother plants without the down-stream units. 
Thei Committee note ~at in the beginning the idea was that the 
projects for the utilisation of the products from the two mother units 
of IPCL were to be licensed in the private sector. It took Govern-
ment almost three years to take a· decision to place the responsi-
bility for the down-stream units aloo on the Public Sector. The net 
result of all this was heavy delay in the IE!tting up of the down-
stream units and in the achie'tements of objective of integrated 
development of Petro-chemical Industry. 

The Committee stress that Government should learn a lesson from 
this experience and see that in futbl'e Petro-chemical industry plants 
are planned in an integrated manner. 

Having regard to the tremendous pOtentialities of the Petro-
chemical industry in the matter of acceleratiri'g the pace of develop-
ment and creating employment opportunities, the Committee feel 
that like the Electronic industry this is another field w,hich should 
receive prior and intensive attention of the Government. 

The Committee streSs that having regard to the experience already 
gained in setting up the Petro-Chemical Unit in Baroda, Govern-
ment ·should prepare in depth a shelf of schemes so that these could 
be taken up for implementation on a priority basis having regard to 
the availability of resOurces, raw-materials, demand pattern etc. 

The Committee need hardly stress that in deciding the product 
mix, GovA!rnment should keep in vil!w the primary need for utili-
sing petro-chemical industry for manufacture of products which 
would best serve the interest of the common man and development, 
rather than cater to the fanciful requirements of more affluent 
section of society. ' 

The Committee stress that ther,e should be coordination at the 
highest level in reSearch and technological fields to see that know-
how in the crucial areas of petro-chemical industry is developed in 
the country in the shortest time and where it is not available, latest 
know-how best suited for our requirements is obtained without 
delay so as not to hold up development. 
2806 ~2 
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Another aspect to which the Committee would like to draw 

attention is the need for ensuring that petro-chemical industrial units 
do nOt pollute 'the environment, thUs alienating the sympathies and 
jeopardising the health of the people-in the vicinity of the plants_ 

Reply of Govenunent 

Noted. 

2. Even though there was a time lag between the decision to set 
up the Oleftns Projects and the decision to set up its downstream 
units also in the Public Sector, this has not led to any delay in the 
setting up of these units, and even now the commissioning of the 
Oleftns Projects and the downstream units will more or less syn-
chronise. The delay in completicn and commissioning of these 
projects has been due to other constraints. 

3. Having regard to the availability of resources, raw-material 
demand patterns etc., the public sector petro-chemical units have 
prepared and are preparing feasibility reports in respect of certain 
schemes for consideration of Government. 

Instructions have been issued to IPCL to orient their product 
development and. technical services departments keeping in view the 
primary need for utilising the pet~hemicals industry for manu-
facture of products which would best serve the interest of the 
common man, and for economic development, rather than cater to 
the luxury or non-essential requirements of Dlore affiuem.t sections 
of society. The approach of Gove~ent also will be similar. 

[Ministry of Petroleum and Ch:~micals O.M. No. 4001272/75-
PC. II dated ~ loth December, 1975] 

Further informatioa called for by the Committee 

(a) Whether Government have prepared a shelf of schemes as 
recommended by the Committee; --

(b) What 8!T8Ilgements have been made to maintain coordina-
tion at the highest level in research and technical fields to attain 
the objective underlined in the ~mmenda,tion; and 

(c) What measures have been taken to prevent pollUtion of the 
environment? 

(Lok Sabha Secretariat O.M. No. 13-PU\75 dated 18-2-1976) --Farther Reply of Government 

(a) Feasibility Reports have been prepared for setting up some 
new units e.g., for the manutac~ of Acrylate&, PVC, HDPE. Tbe!ir 
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implementation will depend upon availability of resources, relative 
priorities under the Plan etc. 

(b) The identification and priorities of' knCJWh(jW/technology 
development in the field of petro-chemicals have been done and 
incorporated in the NCST Plan. Within the ambit of this national 
Plan, R&D activities are being carried out as iIi-house R&D in 
manufacturing units, in national and other R&D laboratories or· 
through the medium of sponsored research. Regarding petro-
chemicals, IPCL have created in-house R&D facilities for applied 
research on polymers, have sponsored research with some national 
laboratories for technology development for acrylates & propylene 
oxide. Similarly ElL have launched.a chemical engineering orient-
ed reseatch suo-motu as well as on coooerative basis with IPCL & - . 
national laboratories. When reduced to such specific R&D pro,;. 
grammes, within the national plan, subsequent coordination and 
monitoring is done by the Boards of the respective organisations 
and at periodic reviews at Ministry level. 

(c) In the IPCL complex adequate precautions have been taken 
to preserve the quality of environment. The measures taken, in 
brief, are as folloW'S. 

Preservation of water quality: 

When all the plants in IPCL complex go into production,it is 
estimated that a total Of 11, mgd cf effluents would be required 
to be disposed off. The Government of Gujarat, in association with 
the Gujarat Water (Prevention & Control of Pollution) Board, has 
planned a channel, over a distance of 60 Km, which would be cover-
ed upto a distance of 12 Km, through which all the effluents from 
the IPCL complex and the other nearby industries, would be carried 
and ultimately discharged in the Mahisagar river estuary in the Gulf 
of Cambay. All the effluents discharged into this channel will be 
treated to the specifications laic down in Indian Standards 2490. 
The quality of efftuents discharged intO the channel will be moni-
tored by an authority to be established by the Government of 
Gujarat, which will also ensure that the effluents ultimately dis-
charged into the Mabisagar estuary do not pose any hazaTd to marine 
life. The channel is likely to be operational sometime in 1977-78. If, 
for any reason, the completion of the channel is delayed, the effl-
uents from LPCL complex will be discharged after proper treat-
ment to meet the standards of IS: 2490 into the rivulet Meni which 
is a tributary Of the Mahisagar river. ' 

Within the IPCL complex, some Of the plants will have their 
own tI'eatment units within their battery limits. All the effluents 
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partially treated or otherwise from the plants will be collected at 
a central waste water treatment plant which is being established 
at an approximate cost of Rs. 1.2 crores. In this plant, the entire 
effluents will be treated, chemic?~ly and biologically in accordance 
with the latest available technology, and then discharged into the 
rivulet Meni till the effluent channel is commissioned. 

Preseroation of air quality: 

The process gases other than those captively utilised-e.g. hydro-
carbons, sulphur and nitrogen compo\}n~ would require disposal. 
All hydrocarbons will be fiared in fiare shcks of more than 100 
meter height. Flaring at this height will considerably reduce the 
risk of air and thermal pollution. Fuel oils (to be used in boilers 
and heaters) containing very small quantities of sulphur. will not 
cause any air pollution. To guard against air pollution from higher 
sulphur-content fuel oils, the height of the chimneys is being raised 
to about 100 meters for proper dispersion in the atmosphere. Addi-
tional measures, if found necessary, such as desulphurisation of 
fuel, will be adopted. 

Solid wastes: 

All kinds of solid and semi-solid waste matters will be handied 
in 8 planned manner. Toxic wastes will be incinerated in a multi-
purpose incinerator. Other wastes will be transported to a low lying 
area for the pu~se of land flIling. 

Environmental quality monitoring: 

A modern laboratory is planeed for water. air and solids. The 
latest monitoring techniques are planned to be deployed. 

[Ministry of Petroleum O.M. No. 4OO12/2175--PC. II dated the 29th 
March, 1976] 

Reeommeadation (Serial No.3, Par ....... 1.35) 

The Committee regret to note that even though the Bureau of 
Public Enterprises had asked all the Public Undertakings as far 
back as November, 1970 to formulate a statement of their objectives! 
obligations clearly and communicate the s!Ulle to the Government 
and even though the need for formulating such a statement was 
reiterated in the 40th Report (5th Lok Sabha) of the Committee on 
Public Undertakings on Role and Achievements of Public Under-
takings, the Indian Petro-chemicals Corporation Ltd. has not so far 
formulated Its statement of objectives/obligations in spite of the 
fact that IPCL was asked by the Minisn-y in 1971 to look into the 
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matter. The Ministry admitted during evidence that in the ultimate 
analysis it is the fault of the Ministry and they should have pursued 
it more vigorously. The Commit~e are unhappy at this long delay 
and recomme~d that the Corporation/Ministry should finalise the 
statement of objectives/obligations of IPCL without any further 
delay and place it before Parliament. 

Reply of Governmeat 

The recommendation has been noted. Instructions have already 
been issued to concerned authorities and -further action is being 
t.1ken for finalising the statement of objectives and o.ligations for 
placing before Parliament expeditiously. 

[Ministry of Petroleum and Chemicals O.M. No. 4001212175-PC. 
II. dated the 10th Dec., 1975] 

Further information called fOr by the Committee 

Whether statement of objectives and obligations of IPCL has 
since been finalised. If not, date by which it is likely to be done. 

[Lok Sabha Secretariat O.M. No. 13-PU175 dated 18-2-1976] 

Further Reply of Government 

The statement of objectives and obligations of IPCL is expected 
to be finalised by 30th April, 1976. 

[Ministry of Petroleum O.M. No. 40012/2175 dated the 29th Marc:h, 
1976] 

Comment. of the Committee 

Please see Paragraphs 1.6 to 1.8 of Chapter I of Report. 

Reeommendation (Serial No. 8, Paracraph 3.17 '" 3.18) 

The Committee regret to note that though according to the DPR 
the time for completion of the project was 38 months from February, 
67 and that production was to commence from ApriL 70, the Corpo-
ration has taken 57 months for completion of the project with the 
result that the Corporation suftered a loss in production of about 
Rupees Nine crores due to the delay in the COmmissioning of the 
plant and the consequent loss in production. The Committee- note 
that even initially there had been a delay of 9 months for the con-
clusion of the engineering contract and the supplementary contract 
took another two months to be co~cluded. The Engineers India 
Ltd. started their work as consultants of their project in August 
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1968. Even according to these revised dates, the scheduled date of 
completion of the project was April, '71. The Committee however 
note that as against this revised schedule the actual dates of mecha-
nical completion of the DMT was 20th March, 197~ and Xylxnes 
plant was June, 1973 and these plants were commissioned between 
20th March, 1973 and 12th November, 1973 respectively. The result 
was that there had been a loss of production to the extent of 37,600 
MT of DMT and 29,400 MT of Orthoxylenes. 

The Committee are informed that the main ~uses which con-
tributed to the delay in the completion of the project were the 
longer time required for detailed engineering and, the consequent 
placement of orders in Inwa rather than abroad, delay in delivery 
of equipment by indigenous fabricators consequent to the decision 
to obtain significantly higher proportion of plant and equipment 
indigenously and the delay in the delivery of equipment by over 
a period of 12-18 months by the indigenous suppliers due to 
shortage of nickel, steel, plates, labour unrest, power cuts etc. . The 

. Committee regret to observe that no .effective actiJOn was taken 
except recovery, of penalty from the suppliers of indigenous machi-
nery; In the opinion of the Committee it should not have been diffi-
cult for the Corporation to .have avoided these delays, had the Cor-
poration planned its requirements in advance and taken coordina-
ted and concetteCl measures for the placement of orders and pro-
curement of machinery. The Committee feel that the Corporation 
should ha.ve also monitored the programme.of suppliers and kept 
a watch on the progress so that timely assistance could have been 
rendered to remove the constraints and minimise the delays in sup-
plies in the interest of adherence to time sohedule. 

Reply of Govenuneat 

Noted.· 

[,Ministry of Petroleum and Chemicals O.M. No. 4001212175-PC. 
Il dated the 10th Dec., 1975] 

Reeommeadation (Serial No. 11, hragnph 3.52) 

'!be Committee are informed that though it is not DOnna! to have 
standby compressors for Paraxylene plants because of the difficul-
ties encountered durtng the commissioning of the original compres-
sor, .ill this instance, it has been considered prudent to instal a 
stand-by compressor of a different design. The Committee note that 
the Corporation had decided to purchase a stand-by cOmpressor of 
a five-stage slower speed machine of 13.420 RPM compared to the 
existing high speed three stage compressor of 23,300 RPM from Mis 
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Mid Continent of USA and its installation would involve an ex-
penditure of Rs. 56.17 lakhs. The new compressor is expected to 
be delivered by 3rd quarter of 1975. 

The Committee are also informed that the selection of the ven-
dor was made on the basis of the lowest capital investment, shortest 
delivery, proven performance, etc. The Committee would only 
caution that IPCL should on the basis of the past experience with 
the present compressor take all precautionary measures to ensure 
that the shortcomings in the existing compressor are not repeated 
in the new compressor. The Committee would also like that IPCL 
shoul~ in particular ensure about the performance of the stand-by 
compressor in the whole system as the specific action of the proposed 
stand-by compressor is different from the exi!rting 24,000 RPM one. 
The Committee would also like to be assured that the stand-by 
compressor WQUld suit the Indian conditions and adequately serve 
the purpose and that no further expenditure would be incurred on 
such costly stand-bys. 

Reply ef Government 

Noted. 

2. IPCL to whom the observations of the Committee were com-
municated have confirmed the following:-

(i) Additional precautionary measures are being taken to en-
sure that the testing procedures approximate to actual 
operating conditions to the extent possible. This would 
include the closed loop performance test with a refrige-
rant. The data colleated in these tests will be given for 
tortional analysis by an independent agency like M.T.!. 

(ii) The stand-by compressor will properly fit in the overall 
system. 

(iii) It will be ensured as before that the stand-by compressor 
will suit Indian conditions. 

(iv) No further expenditure would be incurred on this stand-
by compressor. 

[Ministry of PetroleUm O.M. Nc. 4001212175-PC. II dated the 10th 
Dec., 1975J 

ReeommendatioD (Serial No. 14, Parall'8ph 4.U) 

The Committee note that the original cost estimates of Rs. 157.50 
crores in respect of the Olefins Project and the down stream units 
were revised upwards to Rs. 331.93 cI'Ores in September, 1974. The 
variations between the original estimates and the reviaed estimates 
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have been attributed to variations in exchange rates (9.71 crores) 
increase in customs duty (16.32 crores), price escala,tion (41.09 
crores), increase in pre-production interest (8.63 crores), increase in 
management expenses (4.88 crores) , additional items of equipment 
(42.90 crores), additional provision for contingencies ('37.13 crores) 
and quantitative changes. It has been stated that the Revised esti-
mates of the Olefins Project were received by Government in De-
cember, 1973 and in respect of other down stream uniots in October, 
1974. These estimates are still under consideration. The Commit-
tee are not happy over the delay of 1 year in the sanction of the 
revised eatJma.tes by Government. Acccording 1io the management 
of IPCL, due to aboormal inflationary conditions prevailing in India 
and in many countries abroad from where foreign equipment is being 
obtained, some further escalation cannot be ruled out altogether 
if the schedules are not maintained due to delay in delivery of indi-
genous or imported equipment lOr diftlculties in supply of construc-
tion material such as cement, steel argon gas etc., or in provision of 
utilities such as power and water. The Committee feel that while 
some of these factors necessitating escalation in cost estimates may 
not be entirely under the control of IPCL or Government, factors 
like timely supplies of materials, supply of power, water etc. are not 
entirely outside the control at Ule undertaking or the Government. 
They would, therefore, like the IPCL and the Government to go 
into the factors which have resulted or a.re likely to result in further 
revision of cost estimates and take effective measures to control at 
least those factors which can be controlled by the undertaking itself 
or through the intervention of the Government of India. The Com-
mittee also recommend that Government should critically examine 
each one of the reasons for the revision of the estimates of the Olenns 
Project and the down stream unitE to see how far such ex ~esses 
which are over 100 per cent are justified. The Committee are inform-
ed that while according to the revised estimates the profit before 
tax was of the order of 15.5 per cent, in the Revised Estimates, it is 
stated to be 15 per cent. The Committee need hardly stress that 
revision of cost estimates affects the profitability of the Project 
ultimately and the cost of production. .The Committee, therefore, 
recommend that CorpontionlGovemment should take timely con-
certed measures to keep the cost well within the estimates sanc-
tioned by the Government. 

Repl, of Go ........... t 
Noted. 
2. Effective timely measures are being taken to control, as far 

as possible, the factors responsible for increase in the rost estimates 
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of the protects by the Corporation itself or through the interven-
tion of the Government. 

[Ministry of Petroleum O.M. No. 4001212175-PC, II dated the 22nd 
January, 1976] 

Recommendation (Serial No. 15 Par8t(raphs 4.25 " 4.26) 

The Committee further note that there haa already been slip age 
in the scheduled of mechanical completion of the projects under 
Gujarat Olefins Project and its down-stream units the delay rang-
ing from 12 to 36 months. In the case of Naphtha Cracker Project 
the delay in execution is expected to be of more than 3 years. The 
Committee are informed that the original schedule was based on 
certain assessment of availability of foreign exchange and the tying 
up of 'foreign exchange for the prt>je::ts w;.thin the time schedules 
has not been possible. There were also various other difficulties 
such as delay in the supply of indigenous equipment because of in-
adequate previous experience of vendors and various other difficlll-
ties such as power cuts, shortage of trained personnel, ditBculties 
in obtaining timely delivel"¥ of sub-contracted components such as 
forgings etc. The Committee are also informed that certain steps 
have been taken by LPCL like assured supply of steel plates, pipes 
and other raw materials to fabricators, posting of inspectors from 
Engineers India Limited in the fabricated shops to expedite progress, 
periodical review of progress at meetings with the majOr fabricators 
etc. etc. The Committee feel that in this case also some of the 
difficulties which have contributed to delays CIOuld have been solved 
by an imaginative approach by IPCL itself if ne::oessary with the 
assistance of Government by taking advance action to'tie up with 
foreign exchange, placement of orders in time for indigenous equip-
ment, procurement of scarce raw material etc. The Committee are 
informed that as on 30th November, 1974, 45 per cent ()f indigenous 
equipment and 65 per cent of imported equipment had been ordered 
and foreign exchange for the project had been tied up and the re-
vised estimates are being worked out. The Committee need hardly 
stress that such delays not only put up the cost and affect the pro-
fitability of the project but also contribute to delays in other deve-
lopmental activities. The Committee recommend that Corporation 
should work out a realistic cost estimate and revised profitability of 
the Project and other downstream units after taking into account 
alI the factors and bring it to the notice of Parliament without any 
delay. 

The Committee also recommend that IPCL/Government should 
18II:e up concerted and concrete measures, in the light experience 
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gained by them in setting up of the Gujarat Aromatie Project, to 
see that there is no shippage in the programme of executive of the 
project and to ensure that sufficient safeguards exist for inspection 
and testing of equipments and for guaranteed performance. 

Rep", of Govenunent 

All possible measures to 'ensure that there is no further slippaee 
in the project schedules are being taken. Sufticient safeguards exist 
for inspection and testing of equipments and for guaranteed per-
fOrtnJU1ce. . 

2. The Corporation have worked out revised cost estimates and 
revised profitability studies for these projects, taking all the factors 
into consideration. These are under examination in the Government. 

[Ministry of Petroleum O.M. No. 4001212175-PC. II dated the 22nd 
January, 1976] 

CoDllllents of the Committee 

(Please see Paragraphs 1.9 to 1.11 of Chapter L of Report. 

Further information called for by the Committee 

(a) Please indicate whether Government have ensured that 
the technology selected is proven and up to date and ope-
rating costs are economical; 

(b) Whether steps have been taken by IPCL to develop its 
own planning an designing taking advantage of the ex-
perience; and 

(c) What steps have been taken to ensure that supply of 
equipments of good quality and in accordance with time-
schedule and the project would be commissioned accord-
ing to schedule? 

[Lok Sabha Secretariat O.M. No. 13-pu175 dated 18-2-1976] 

Further Reply of Government 

(a) While selecting the technology for the project from among 
a number of technologies evaluated, due care has been 
taken to ensure that the technology is commercially 
proven as well as that the capital investment and opera-
ting costs are minimal. 

(b) PCL's objectives are to get the filament yarn project 
designed. installed and commissioned throuah a system of 
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contracting with appropriate consultancy organisati<ms 
and contractors and thereafter to operate the plant & sell 
the product to member cooper.ati~es: PCL does nO.t s~ek 
to build up experti~ from Wlthm lts own orgaDlsa~on 
for design of production plants. Planning of. executi~n 
of the project is being done by PCL personnel 10 aSSOCla-
tion with its prime engineering/consultancy contractor 
viz ElL. Emphasis is placedt on establishing suitable 
facilities and suitable expertise fur rendering technical 
services to customers in handling and processing of fila-
ment yarn. 
Apart from contractual provisions that equipment sup-
plied are of suitable specifications and quality, inspection 
of equipment and materials during and after fabrication 
is being carried out by peL's consultants viz ElL. PCL 
are using PERT techniques for control and monitoring 'Of 
the time schedule for project implementati'On and com-
missioning. 

[Ministry 'Of Petroleum O.M. No. 4001212175 dated 29th March, 1976] 
Comments of the Committee 

[Please see Paragraphs 1.12. to 1.17 of C.hapter I of the Report] 
BeeommendMioa (Serial No. 16 Paragraphs 4.44 & 45) 

The C'Ommittee note that Plyester Filament Yarn Project has 
been finalised at an e$timated cost of Rs. 24.67 crores including a 
foreign exchange component 'Of Rs. 6.44 crores in technical c'Ollab'Ora-
tion with Karl Fisher (West Germany), J. K. Synthetics (India) and 
Industries Petroqimicas Mexicanas (IMSA), Mexico. Karl FiSher has 
to provide the necessary technical know-h'Ow, basic engineering and 
technical services for the manufacture of polyster chip.s fr'Om DMT 
and Karl Fisher j'Ointly with JK Synthetics shall provide technical 
kn'Ow-h'OW and basic engineering f'Or the manufacture 'Of polyester 
filament yarn from polyster chips. JK synthetics are also to supply 
all onsite (battery limit) plant equipment. It has been stated that 
the selecti'On 'Of Karl Fisher with JKs of India was made after invi-
ting qU'Otati'OnS from various parties and a critical evaluati'On 'Of the 
'Offers fram both technical and c'Ommercial points of view, and testing 
and critical analysis Of the yarn 'Of the c'Ollaborators. 

,6.ccording to Government, the C'Ountry had n'Ot yet reached the 
stage where JK al~ne give indigenous techn'OI'Ogy for the polyster 
filament yarn project. The advantages of obtaining JK's participa-
tion in the agreement are that a part of the know-h'OW and the basic 
engineering fees for the spinning and draw twisting plant will be 
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paid in rupees and JK's technical experts aDd facilities for trainillJ 
of personnel can be used. The plant performance guarantee is jointly 
by Karl Fisher and JK for the spinning and draw twisting plant. 
The Committee find that the selection of Karl Fisher and J.K. Tech-
nology has been made mainly on account of the advantage in foreign 
exchange and J.K.'s technical experts and facilities for training could 
be used. The Committee would like Corpora.tion ! Government to 
ensure that the technology selected is proven and upto date, opera-
ting costs are economical, and the quality of products is the best. 

The Committee recommend that the Corporation should take ad-
vantage of the collaboration in developing their own planning and 
designing with a view to attaining self reliance in this field. 

The Committee are informed that none of the equipments ordered 
for the project has yet become due for delivery and, therefore, the 
question of delay cannot be assessed. The Committee would stress 
that a continuous watch should be kept on the progress being made 
by the fabricators of equipment so that necessary steps could be' 
taken well in time to obviate any po,sibility of delays. They would 
also like that Corporation should draw lessons from their experience 
with the Gujarat Aromatics Project and ensure timely supply of 
equipment of good quality and the commissioning of the project on 
schedule after proper inspection and guaranteed performance. 

Reply of Govermaeat 

Noted. 

[Ministry of Petroleum and. Chemicals O.M. No. 40012/2/75-
PC. II dated the 10th. December, 19'15] 

____ dati .. (SerIal No. 11, Paragraph 4.41) 

The Committee further note'that the Government have set up ~ 
oooperadve SOCiety under the name 'Of PetTofils Cooperative Limited 
in September, 1974 for the running of the Polyester Filament Yarn 
Project with a direct equity participation between the Government 
of India and the Cooperative Sector on a 60:40 basis. The Commit-
tee are informed that this decision to set up a cooperative was taken 
to create interest in the l"OOperatives owning their own raw material 
plant and no corporate relationship between IPCL and this coopera-
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tive society is however contemplated at presenl It has also been 
stated that since the plant is fairly complex and expensive, Gov-
ernment have decided to retain a substantial equity interest for a 
considerable period of time though there is a provision for gradual 
retrenchment of the Government interest by the cooperatives them-
selves. The Committee, however, see no special advantage in not 
taking this plant as part of IPCL because of the complexity of the 
plant and funds for running the cooperative had C'Ome from Gov-
ernment. Now' that a cooperative has been set up the committee 
would like Government to take all possible steps to make the co-
operative a success by ensuring that the plant which is both expen-
sive as well as complicated gets the services of competent technical 
personnel for maintenance and is operated profitably under the 
supervision of enlightened and efficient ma'1agement. They feel that 
it would be advisable to create a corporate relationship between 
tpCL and the Petrofils Cooperative Limited because 'Of their depen-
dence on each other for the sale and purchase of DMT. Such a 
relationship will also ene.ble the cooperative to have the benefit of 
Research and Development wing of the IPCL and make for its more 
efficient and economical operation.·' 

Reply of Govemment 

The recommendation of CPU for creating a corporate relationship 
between IPCL and PCL has been noted. The corporate relationship 
may take the fonn of:-

(a) a Director nominated by Government in the Board of 
PCL from IPCL; or 

(b) a representative from IPCL in PCL's Board's Suo-Com-
mittees for Production, R&D and Marketing. 

Action will be taken at the appropriate time for creating such inter-
corporate link between PCL and IPCL. 

[Ministry Of Petroleum O.M. No. 40012/2175-PC. 
IT. dated the 10th Dec., 1975] 

~ommendation (Serial No. It, Paragraphs 5.35 to 5.(5) 

The Committee note that to take ca~e of the marketin~ activities 
of the existinll Gujarat Aromatics Project and the future Gujarat 
Olefins ProjecVDownstream Units. IPCL purposes to follow the 
Product Manager's concept within the Marketing Department and 
is p1annin~ to have the foUowin~ major product groups. viz .. Poly-
mors. Fibres and Chemicals. In addition, it has also planned for an 
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expert technical group to take care of product and applications ~e
velopment and field technical service. Field sales and 'Other assocla· 
ted activities will be handled from Regional Sales Offices which 
are proposed to be opened in Delhi, Bombay, Calcutta and Madras. 
In order to see that the products purchased by manufacturing units, 
a laTge majority of which will be in small scale sector, are effiCiently 
used, IPCL proposes to have well qualified marketing and engineer-
ing personnel in each region to handle all marketing operations and 
after-sales-service. Three of the four plastics products, viz., Poly-
propylene (PP) , Polybutadiene Rubber (PBR) and Acrylic Fibre 
(AF) are reported to be totally new to the Indian market as these 
will be produced fOT the first time in the country. Even in the case 
of fourth product viz., Low Density Polyethylene (LDPE) , the 
existing production is restricted to very few grades. While in the 
case of Polypropylene, Polybutadiene rubber and Acrylic Fibre, 
IPCL has to develop the market from scratch in the case of LDPE. 
several new grades tailored to specific and use would be made 
available ror the first time. None of the prospective customers of 
the..e products know how to process these into useful articles. IPCL 
proposes to make a modest beginning this year in support 'Of the 
market devel'Opment programme based on imported material. 

The Committee understand that like electronics, plastic industries 
also do not require lar~e infrastructtrre facilities. The Committee. 
therefore, recommend that developmental efforts should be made 
in consultation with the State Governments and Small Industries 
Institutes so that the possibilities 'Of setting up units especially in 
backward areas for the absorpti'On of this Orthoxylene may be 
considered. 

The Committee are· informed that as most 'Of the products will 
be produced fOT the first time in the c'Ountry the IPCL will have 
to do markets survev for the ultimate projects. stimulate interest 

. in its products through publicity, evaluate project profitability, ~elect 
equipment and location for the consuming units, arrange financial 
assistance and employee training. help the units in developing 'Op-
timum processing conditi'Ons for maximum profitability. organising 
publicity campaigns for new end products and resolving other diffi-
culties which may arise from time t'O time. In order to find export 
'Outlets br plastics and 'Other end products. the company will also 
have to advise the small scale units about the foreign markets prices. 
products quality requirements. desired sales apoeal and l>roduct 
pattern suited ~ export. These are new and challenltin~ tasks. The 
Committee ftnd that IPCU will have a pioneerin~ ~le- to play in 
stimuladng and creating demand for its solid products through new 



23 

investments by existing entrepreneurs or through developing a new 
class of ~trepreneurs in this small and medium scale sector. 

In the opinion of the Committee the Corporation should not take 
upon itseH the responsibility of running the individual units nOT for 
their financial results, but merely cQnfine itself to providing the 
necessary technical know-bow, material assistance and training faci-
lities in close coordinati'Oll with small scale industries and service 
institutes. 

The Committee, also feel that any organisation of marketing of 
the products of IPCL should be market-oriented rather than 
customer-<lriented. The Committee are informed that the Marketing 
Organisation has been established as a specialised Division iheaded 
by a Marketing Manager and it will eventually consist of four Pro-
duct Managers, ~ Sales Manager and a Manager to take care of Ap-
plication Developme~t and Field Customers service. 

The Committee would like to watch the performance of this or .. 
ganisation with reference to development, particularly in backward 
areas. 

The Committee note that the expenditure on sales and distribu-
tion has been of the order of Rs. 4.67 lakhs in 1972-73 and Rs. 3.79 
lak.bs in 1973-74 as against the sales of Rs. 512 lakhs only in 1973-'14. 

The Committee recommend that Government/Corporation should 
set suitale norms for such sale and distribution expenses and ensure 
that such norms are -adhered to, so that the overhead expenses of 
sales and distribution are not excessive. . 

The' Committee note that the Corporation propose to handle the 
field sales and other associa-1:ed activities through its Regional Offices 
in the Metropolitan cities. The Comthittee would like that econo-
mics of the opening of such offices should be critically examined with 
reference to the market for the products in the region before such 
offices are set up. 

As regards the Regional Offices, the Committee recommend that 
these offices should be compact so that the small scale sector which 
are usin~ the products are not unnecessarily loaded with excessive 
overheads. The Committee recommend that IPCL should finalise the 
staffing pattern with ~t care and see that the penonnel selected 
for the retrlonal offices and field serviCe<; are develoDment minded 
with technical background capable of handlin~ the jobs efficiently. 

The Committee also note that when the demand for DMT was 
more than the availability. the available quantity of DMT was allo-
cated to different users in the ratio of their respective requirements 



24 

on the basis of their licensed capacities. But lately, due to financial 
constraints and other factors, some of the customers have n\>t been 
able to lift the entire quantity allocated and consequently some other 
parties have been allowed to lift quantities in excds of their respec-
tive monthly allocations. The Committee recommend that the Cor-
poration in consultation with the Government, should critically go 
into the reasons for the non-lifting of the allocated quantity of DMT 
by the parties and take suitable remadial measures to avoid recur-
rence of similar situations in future. They would like the IPCLI 
Government to keep a constant eye on the market situation· and re-
view its allocation policy from time to time to cope with the situation 
and to see that the turn-over of the company does not suffer in any 
way. 

The Committee also note that 'the current production of Ortho-
xylene is substantially in excess of the demand. They would like the 
IPCL to analyse the reasons as to why the units which were expected 
to consume Orthoxylcne products by IPCL have not come up and tn 
see what can be done to help such units be established as early as 
po'Ulible. 

The Committee learn that stocks of the two by-products from 
DMT plant, namely, Methyl Benzoate and crude Bi-Methyl lsophtha-
late. have accumulated in the plant and IPCL is making efforts to 
find out outlets for these products. 

The Committee would like to be informed of the specific action 
taken for the disposal o.f these prOducts. The Committee stress that 
there should be greater co-ordination between the Marketing & Pro-
duction functionaries in order that the products of the Corporation 
ayre not accumulated. 

Reply of GoverJUDeDt 

Noted. 

2. Two Units for the manufacture of Phthalic Anhydride, which 
will utilise orthoxylene as feed stock. both to be set up in backward 
areas (one at Panipet in Tamil Nadu and the other near Ralchur in 
Karnataka) have already been licensed. 

3. The marketing :>rganisation . of IPCL shall be market 
oriented in as much as the marketin5! operations shall be sensitive 
to the conditions of supply and demand, pricing of raw m'lterials and 
end-products. tax structure etc .. rather than to the need of specific 
consumers. The Corporation however. also intends to set up field 
technical services to provide help and guidance to conversion units. 
pBTticularly in the small sector. 
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4. Norms for sale and distribution expenses are being worked out. 

A critical examination of the economics of opening regional offices is 
also under way. Due care will be taken in deciding staffing pattern 
as also 5eflecti~ of personnel for these centres. 

5. The reasons for non-lifting of DMT by ~rtain units ml the 
past was primarily the general recessionary trend in the polyester 
industry and partly the high price of DMT due to heavy excise duty. 
The market for DMT has now revived and its off-take has improved. 
Even so, a constant wa~h on market situation is being kept and the 
alloeation policy shall be decided from time to time on pragmatic 
considerations. 

6. The main reason for inadequate off· take of IPCL's orthoxylene 
has been the delay in the CQIIlpletion and commissioning of two 
downstream phthalic anhydride units ill the private sector. Three 
phthalic anhydride units with an installed capacity of 15,300 tonnesl 
annum (out of whilch 12,000 tonneslannum is based on orthoxylene 
feed stock have already come up. Another two units with an i~ 
talled capacity of 12,000 tonneslannum are expected to go, on stream 
in 1976. With the commissioning of these two units it is expected 
that therE!! would be adequate off-take for IPCL's orthoxylene. 

The IPCL is exploring new lines of application for orthoxyIene. 

The possibility of export of surplus orthoxylene is being' cons-
tantly kept in view and decisions will be taken on pragmatic consi-
derations, depending upon the ruling international price of orthoxy-
lene. 

7. All the accum1.J!1ated stocks of Methyl Benzoate and Crude 
Dimmethyl Isophthalate have since been disposed of. Proper co-
Ql'dination between production and Marketing Departments is being 
maintained. In addition to normal channels, such coordination is 
achieved in weekly production planning meetings. 

(Ministry of Petroleum O.M. No. 40012:275.PC. II dated 22nd 
January, 1976). 

~ommeDdatioD (S~rial No. 20, Paragraphs 5.5,9 and 5.60) 

The Committee note that though the Corporation has adopted a 
costing system, it has not so far worked out standard cost for its 
products since the production in the Aromatics plant which started 
in 1973·74 had not stabilised. The actual consumption of inputs is 
however compared with the consumption data provided by the 
foreign licensors for purposes of assessment of performance. The 
2806 LS---3 
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Committee note that the coasumption of Naphtha, fuel and pewer 
during 1973-74 is higher than the fixed by the process licenaers 
though it has decreased during 1974-75_ The Committee also note 
that the average actual cost of production haS been much higher 
than the cost envisaged in DPR. 

The Committee were informed that the large variation is ~ted 
to be due to low capacity utilisation and increase in prices particU'-
larly of raw materials and fuel oil The Committeereco~end that 
Corporation should take suitable steps to .ensure strict adhereDCe 
to the norms for the consumption of the raw materials 88 fixed by 
the Process Licensees critically analyse any variations between the 
actual consumptions and the standards so that suitable remectial 
measures may be taken in time to effect economics' in cOsts. 

Th.e Committee find that the consumption of materials has de-
creased c\uring 1974-75 with the increase in production. The Com-
mittee recommend that the Corporation should -.Ite concerted mea-
sures to attain full capacity of the plant at the earliest, to obtain 
economic cost of production. 

Repl,. of. Go ... namellt 

The standards of consumption of raw materials prescribed by the 
process licensors for the. various plants of IPCL's Aromatics Project 
and actuals for 1973-74 and 1974-75 are set out in the table below:-

C3nsumption Acnul Actual 
as indicated 1913-14 1974-75 

Il"put by Process 
Licensols 

2 3 4 

• Nap~tha M'f p:r tonne of Xylcnt 1'31] 1'867 1 '616 

2 M:thanoJ p~r torre of DMT 0'410 0'S08 0'447 

3 Power. HW-
(a) p!T tonne ofxy!cne 0-Jl9 0'085 0-128 

(b) p!r tonne ofDMT 0"500 1"101 0"456 

(c) P!f tonne ofparuylcnt 0"729 2"340 0"799 

4 Fl.lIe Oil (MIT) pet tOllDe of DMT 0"160 0"343 0"1S4 

It will be obaerved that while in some cases IIPCL have improv-
ed upon the standards indicated by the process licensors, in case of 
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the rest, the rate of consumption of the raw materials is quite near 
the mark. The position is expected to improve further as the plants 
attain full-rated capacity. 

IPCL is taking concerted measures to ensure that the various 
plants of Aromatics Project achieve full-rated capacity. Some of 
the measures taken in this regard are enumerated below:-

(1). Naphtha quality:-A constant check Is being maintained 
on the quality of naphtha supplied by the Gujarat Refin-
ery. Long-term measures for sustained supply of the re-
quisite quality of naphtha to IPCL are under discussion 
between IPCL and JOC. 

(2) Steam generation:-Bharat Heavy Electricals Limited, the 
suppliers of two steam boilers for the project have rom-
pleted major modifications in the boilers recently. It is 
expected that these modifications would result in improv-
ed and sustained availability of steam. 

(3) Power shortages: -Steps are being taken to Qrocure an 
inverter which will prevent frequent shutdowns in the 
plant due to power dips. This inverter is likely to be 
commissioned by the end of 1975. 

IPCL is also carrying out negotiations with Gujarat Electricity 
Board and IOC to secure the excess electricity presently being gene-
rated by the Gujarat Refinery at its captive power plant for IPCL. 
The question of installation of a captive power plant for the IPCL 
Projects is also under investigation. 

[Ministry of Petroleum and Chemicals O.M. No. 40012/2/75-
PC. II, dated the 10th December, 1975]. 

Further information called for by the Committee 

N aptha Qua1.ity 

Whether long-term measures for sustained supply of the requisite 
quality of Naptha to IPCL have been finalised. If not, the reasons for 
delay and time by which these are likely to be finalised. 

Power shortagu 

(a) Whether the inverter was actually commissioned by the 
end of 1975? If not, what are the reasons for delay. 
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(b) What is tile outcome of negotiations with Gujarat Elecm-
clty Board and IOC for supply of excess electricity to IPCL; 
and 

(c) Has the question of installation of a Captive Power Plant 
for IPCL been finalised? If not, reasons therefor? 

[Lok Sabha Sectt. O.M. No. 13-PU/75 dated 18-3-1976]. 

Fu'rther Reply of Government 

The long-term measures envisages the instan.tioD of a prefl'ac-
tionatin facility. Necell8l'y data fol' carrying out the preliminary 
~ have been furnished to Engineers India Limited and the 
design is expected to be ready before April, 1976. The pre-fractiona-
tion facility is expected to be in operation by early 1978. 
Power Sbertqes: 

(a) Since the inverter has been developed recenily there has 
been a delay in its delivery. It is expected to be delivered 
by the end of March, 1976 after which it will be installed 
and commissioned. 

(b) IOC have agreed in principle to spare 3 MW power for 
IPCL's emergency requil'ement. As regards tariff for the 
electricity supply the matter is under discUSsion between 
GEB and IOC and will be decided after the arbitration 
award on prices to be charged by IOC to GEB for RFO 
supplied to their thermal station at Dhuvaran. 

(c) IPCL are approaching CWPC for pe!'mission to set up a 
captive power plant as required under the rules. This 
POWel' plan.t would COlver only a part of IPCL's requirement 
(i.e. 25 MW out of 60 MW). 

• [Ministry of Petroleum O.M. No. 40012/2/76-PC. II dated th, 
29th March, 1976] 

Recommendation (Serial No. 23, Paragraph 6.7) 
'the Committee note that in the various units of the Aromatics 

Projects, vigorous quality control is exercised over raw materials 
supply in various stages, intermediates and over 1inal products. In 
addition to this a Central Laboratory which is well equipped with 
modern analytical instnunents analyses and approves samples from 
each batch of production. The IPCL products, namely; Orthoxylene, 
DMT and Paraxy1ene are s~ted to have achieved. and maintained. in-
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ternationally accepted quality standards. Though there have been 
no complaints either from India or foreign customers in respect of 
Orthoxylene or mixed xylenes. A few complaints have been receiv-
Ed on .the quality of paper bags used for packaging of DMT. Even 
though the complaints are stated to be of minor nature and did not 
affect either the sales or the customers production, the Committee 
feel that all possible steps should be taken by IPCL to see that its 
products which are claimed to be of internationally accepted quality 
continue to maintain such high standards and are free from com-
plaints even of a minor nature and are to the satisfaction of the con-
sumers. The Committee recommen9 that the Corporation should in-
troduce strict standards for quality control and these should be meti-
culously enforced so that the products of the Public Sector Corpora-
tion, establish a name in the world market for "their quality. 

Reply of Government 

Noted. 

2. The Corporation have made institutional arrangements to enforce 
rigorous quality control in respect of its products. 

[Ministry of Petroleum and Chemicals O.M. No. 40012/2/75-
PC. II, dated the 10th December, 1975]. 

Recommeadation (Serial No. 25, Paragraph 7.13) 

The Committee regret to note that though the Company Auditors 
have been pointing out in their reports about the absence of Manuals 
for accounts, internal audit, inventory procedure and control right 
from 1970-71 to 1972-73, it is only now that the Corporation has pre-
pared the inventory control manual, purchase manual and acconuts 
manual. The Committee would like these ma'luals should be imple-
mented without any delay so that the cash, stores accounts and other 
accounts records are maintained systematically. The Committee also 
recommend that a system of Management Accounta~y should be 
developed so that the Management is kept fully informed in time 
of the different facts of the working of the Corporation, both in 
financial and physical terms, so that effective measure could be taken 
to arrest any adverse trends. The Committee also recommend that the 
procedure for internal audit should also be finalised keeping in view 
the recommendation of the Committee on Public Undertakings in 
their 15th Report (4th Lok Sabha-1967-68) in tbis regard that the 
functions of the internal audit should include a critical review of 
the systems, procedures and the operations of the Undertaking as a 
whole. 
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Reply of Government 

Noted.. 

2. A ~stem of Management Accountancy i~ being developed by 
the Corporation in order to keep the Management informed in time 
of the various aspects of the working of the projects both in physical 
and financial terms. The Corporation have also set up an Internal 
Audit Unit with a Joint Financial Controller as its head. The Unit 
has inter miG. been charged with the function of undertaking a criti-
cal review of the systems, procedures and oJ)f'.-ations of the Under-
taking as a whole. The recommendations of the Committee on Pub-
lic Undertakings contained in their 15th Report (4th Lok Sabha-
1967-68) have been kept in view while fina1i!;ilVl 'the duties and 
functions of the Unit. 

[Ministry of Petroleum and Chemicals O.M. No. 40012/2/75-
PC. II. dated the 10th December. 1975]. 

Recommendation (Serial No. 26, Paragraphs 8.12 and 8.13) 

The Committee note that a full fledged Research and Develop-
ment Centre has been set up a part of the IPCL with a view to 
effecting improvements in the technology purchased for the projects 
from overseas, developing engineering know-how so that expenditure 
of foreign exchange is reduced if not eliminated and using the by-
products and co-prociucts available from the Plants rationally and 
profitably. A sum 01 Rs. 80 lakhs \\7asallocated for R&D in the 4th 
Five Year Plan and as against this a sum of Rs. 61 lakhs 
was spent during the period. The capital" expenditure al-
ready approved fc:tr the period 1974-75 is Rs. 90 lakhs and 
the revenue eXpenditure for this period is estimated to be 
Rs. 9 lubs. The centre is stated to have been working since 
19'70-71 and has done research on raw material specifications e1Ject 
of different type of crude on the plants, optimisation of o~ationa1 
conditions etc. The Committee hope that the results of research 
would be advantageously utilised in the operation of plants. The 
ComUlittee further note that important research projects which have 
to be investigated by R&D Centre have alre3dy been identified and 
a priority list has already been drawn up. The suggestions of NeST 
have also been taken into consideration. The work of R&D Centre 
is stated to be suplemented by sponsoring the wcrk in National Labo-
ratories and other research institutions. The Company has in fact 
sponsored work on certain processes in the National Chemical Labo-
ratory, Poona. and in the University of Bombay. There is stated to 
be close coordination between the National Chemical Laboratories 
and lPCL in the field of applied research. The Committee are glad 
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to note that due importance has been given to the rest-arch and deve-
l~ment work in the IPCL right from the beginning and adequate 
fUDds have been placed at its disposal for the purpose. Needless tOt 
say, the success of the centre will be indicated not by the amount 
of money spent by it on capital account or revenue a<:count but by 
its achievements in the research projects which it hilS chosen to in-
vestigate. The Committee recommend the Government should under-
take to an objective appraisal by an Independent Expert Body of the' 
work done by 1te Research and Development Centre from year to 
year in order to see how far the centre has succeeded in achieving 
the objectives for which it has been set up. Among other things, 
they would like the Centre to pay attention to the problems which 
arise in the day-to-day working of the various plants of IPCL and 
!;lot only suggest measures to solve those problems but also to devise 
techniques to br~g about efficiency and economy in the general 
working of the various plants. 

The Committee understand that Engineers India Ltd. is also in-
terested in research on chemical engineering oriented subjects. Ini-
tially it was thought that the Division on Chemical Engineering 
would be organised and managed jointly by .ElL and IPCL. On re-
consideration, however the IPCL has decided to do it alone as the 
total quantum of research work on chemical engineering that would 
~ required by IPCL would be substantial. In view of the fact that 
both EIL and IPCL are public sector organisations interested in more 
or less the same field, the CQrnmittee recommended that there should 
be close coordination between the two undertakings to obviate any 
duplication of activities and efforts should be intensified in more 
critical areas by pooling the talents and bringing about economies 
in overheads. 

Reply of Government 

One of the main functions of the R&D Centre of IPCL is to 
study plant technology and operations areas to assist in devising 
measures for improving efficiency in the working of the plants. This 
is being already done in the case of the operating Aromatics Com-
plex. 

2. The R&D Centres programmes are still in their infancy. '!'he 
recmnmendation of COPU has been noted and at an appropriate time 
suitalale mecbanisrn for reviewing the performance of the R&D 
centre will be devised. 
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3. IPCL are already in coordination with ElL in certain R&D 
programmes for achieving the objectives mentioned in COPU's re-
commendations. 

[Ministry of Petroleum and Chemicals O.M. No. 40012/2/75-
PC. II, dated the lOth December, 1975]. 

Comments of the Committee , 
Please see Paragraphs 1.30 to 1.33 of Chapter I of Report. 

Recommendation (Serial No. 27, PJlngraph 9Jt) 

As Petro-Chemicals is a sophisticated technoiogy and engineering 
intensive industry, the Committee stress that there should be an in-
crease in number of technical hands on the Board of Directors, espe-
cially when the Corporation is in the process of setting up down 
stream units so that they may be in a position to view the problems 
in their correct perspective and take decisions in the best interests 
of the Corporation. 

Reply of Government 

Noted. 
[Ministry of Petroleum a~i Chemicals O.M. No. 40012/2/75-

PC. II, dated the 10th December, 1975]. 

FU.rtheT infOT1'I14tion called fOT by the Committee 

What action has been initiated to increase the technical hands on 
the Board o.f Director? 

(Lok Sabha Secretariat O.M. No. 13-PU /75 dated 18-2-1976) 
Fu.'rtheT Reply of Government 

The Government is alive to the need of having as many techni-
cal experts as possible on the Board of Directors of IPCL and al-
ready there is a pre-ponderance of technical hands on the BQard of 
the Corporation. 

(Ministry of Petroleum O.M. No. 40012:2 I 75-PC. II dated the 29th 
March, ~976) 

Recommendation (Serial No. zs. Paragraphs 9.20 " 9,%1) 

The Committee note that as against 79 supervisory and 141 non-
superVisory posts buHcated in the DPR of Gujarat Aromatics Pr0-
ject, the actual staff in position in the Project is 58 supervisory and 
436 non-supervisory. The Committee are informed that because pro-
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vision for staff in the DPR/Feasibility Report had not been realisti-
cally worked out, the Institute of Applied Man-power Research had 
been commissioned to assess the staff requirements of each plant 
when it was operational. Accotding to their report the Committee 
find the Institute had suggested a strength of 389 against the present 
sanctioned strength of 498 for the project and existing strength of 
420. After discussion it was agreed to have a strength of 436 after 
adjustment of the leave reserve. The Committee were also inform-
ed that in the light of the experience gained by IPCL the Institute 
has been entrusted with another study on the requirements of staff 
for the Olefins and Downstream Units. Although the Committee 
has been assured that there is no surplus staff with the Corporation 
at pre~ent the Committee recommend that the Corporation should 
keep the position under constant review arid in the light of the expe-
rience of operations fix realistic staft standards and ensure that there 
is no overstaffing at a~y stage in any of the projects. 

Reply of Government 

~oted. 

[Ministry of Petroleum and Chemicals O.M. No. 40012/2/75-
PC. II, dated the 10th December, 1~75]. 

Recommendation (Serial No. 29, Paragraph 9.24) 

It is no doubt a challenge to recruit a large number of qualified 
and experience scientists and engineers from India and abroaq and 
the Committee note that the IPCL is reported to have had a fair 
degree of success in this field. But in their opinion, there is bigger 
cballenge ahead in creating a climate in which the highly qualified 
and experienced scientists and engineers recruited by IPCL can 
work with creative zeal in an atmosphere of co-operation with one 
another, have a feeling of job satisfaction and do not feel frustrated 
fcr lack of recognition of their talent and achievements. The Com-
mittee hope that the IPeL will continue to attract scientific and en-
gineering talent from India and abroad and will soon work out a 
detailed career developmeryt plan ,which will provide openings for 
advancement for the competent 'technical and :::cientific personnel 
at all levels. 

Reply of Govenameut 
Noted. 

[Ministry of Petroleum aDd Chemic~. Q.M. No. 40012/2/75-
PC. IT, dated the 'Oth December, 1975]. 
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Recommendation (Serial No. 30, Paragraphs 9.31 to 9.34) 

The Committee note that the IPCL has introduced a number of 
training schemes to prepare the technical and other perSonnel to 
handle the maintenance and production of the plants properly and 
efficiently and to keep them abreast of latest information and tech-
niques related to their profesSional subjects. 

They cannot over~mphasise the importance of training and re-
fresher courses in petrochemicals field in which new and far-reach-
ing tE:chq.ological developments are taking place very fast and IPCL 
cannot aftord to ignore them. 

The Committee note that the Task Force of Planning Commission 
has emphasised the need for closely linking the training with the 
experience to be obtained. by the trainees in actual operation and 
maintenance of production facilities. The Committee recommend 
that these observations would be kept in view in organiSing the 
Training Schemes. 

The Committee are glad to note that the IPCL has introduced a 
training scheme for the children of person whose land was acquired 
for est.bltahing petrochemicals projects with a view to fulfil the 
social obligation of rehabilitating the land losers. Of the 47 trainees 
initially recruited under this scheme, 43 are c\U'rently under train-
ing and the question of recruiting a fresh batch of such apprentices 
is to be considered in due course if considered necessary. 

The Committee also note that the expenditure on training has 
been of the order of Rs. 6.9 lakhs in 1971-72, Rs. 1.2 lakhs in 1972-73 
and Rs. 5.71akhs in 1913-74. The Committee would like the Corpora-
tion to undertake evaluation of the training programme so as to 
assess the usefulness of the training in actual operation and main-
tenance of production facilities. The Committee need hardly stress 
that the Corporation should ensure that there are no drop-outs in 
the trainees and there is a systematic follow-up to see that the per-
sons trained are usefully deployed in the appropriate fields. 

Reply of GoVerDIDC!Ilt 

Noted. 

2. The tra1ning couraes "ve been designed keeping in view the 
specific needs of operation and maintenance of production facilities. 
In addition to imparting basic theoretical ~owledge specific to ope-
rations, in-plant tralr1~ in operation and mainteDaD~ plays an im-
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portant part in that 75 per cent of the total periOd of training is de-
voted to such in-plant training. 

3. Evaluation of the trainiRg programme is a continuous process. 
Modifications in curriculum and methods of instruction are carried. 
out ill the light of the response of the trainees and their performance 
on the process simulator and in practical exercises. 

4. Except for four apprentices whose contracts of apprenticeship 
were terminated with the approval of the Apprenticeship Adviser, 
there have been no drOl?-outs among the trainees. A!l tl'le persons 
trained so far have been usefully deployed in appropriate fields. 

~inistry of Petroleum and Chemicals a.M. No. 40012/2/75-
PC. il, dated the 10th December, 1975]. 

Recommendation (Serial No. 31, Paragraph 9.4i) 

The Committee are glad to note that the relations between the 
Management and the employees have been cordial and welfare ameni-
ties have been provided to the employees of the Corporation. The 
CoIIIunittee recommend that the IPOL should keq, in view there-
cOll!lmendation made by the Committee in their 17th Report (5th 
Lok Sabha) on Personnel Policies and Labour-Management Relations 
in Public Undertakings and shape their Labour Management rela· 
tioDs in the light thereof. 

Reply of GoverllJDellt 

Noted. 
[Ministry of Petroleum and Chemicals a.M. No. 40012/2/75-

PC. il, dated the 10th December, 197&J. 



CHAPTER m 
RECOMMENDATIONS WHICH THE COMMITrEE DO NOT 

DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S 
REPLIES 

Recommendation (Serial No . • , Paragraph 2.lf) 

The Committee note that IPCL has entered into 23 foreign colla-
boration agreements in connection with the implementation of its 
schemes of Aromatics Project and Olefins Project and Down Stream 
units. The Committee were informed that every effort was made to 
secure as much conformity as possible of the foreign collaboration 
agreements with the guidelines issued from time to time by the Gov-
ernment in this regard but in certain cases there have been devia-
tions from such guidelines. For example, in certain cases, provisions 
in the agreements relating to payments, sublicensing of technical 
know-how, ex porte operation of Indian laws "is~ the agreement!: 
have not been on the lines prescribed in the Guidelines. These de-
viations are stated to have been dictated by the circumstances peru-
lier to each agreement and made with the knowledge of the Govern-
ment and after each case of deviation was examined and approved 
by the Foreign Investment Board. 

The Committee would like Government to undertake a critical 
review of the working of collaboration agreements with a view to 
finding out that these agreements are in the best interests of the 
country and also to what extent the deviations approved in the agree.. 
ments of IPCL could ·have been avoided, so that lessons may be 
drawn for the future. 

Reply of Governmeot 

The working of IPCL's foreign collaboration agreempnts in res-
pect of the Aromatics Project which alone has so far gone into pro-
duction has been reviewed. Nothing prejudicial to the interest of the 
country has come to notice in the- actual working of these agree-
ments. The deviations from the guidelines agreed to in these agree-
ments w~re unavoidable as it had not been possible tn persuade the 
collaborators concerned to accept the terms of the guidelines in their 
entirety in certain cases. 

36 
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It is too early to review the working of foreign collaboration 

agreements in respect of the Olefins PrOject and its' downstream 
units as these projects have yet to go into production. 

[Ministry of Petroleum O.M. No. 40012\2!75-PC. II, 
dated the 22nd January, 1975]. 

aeco.meudatioa (Serial No.7, Parqraphs 3.10 to 3.12) 

The CoDllliittee regret to note that the original estimates of B.s. 23 
crores in respect of the Gujarat Aromatics Project of lPCL in 1968 
which were approved by Government of India in 1970 had to be re-
vised immediately thereafter to Rs. 25 crores and approved by Gov-
emment in 1970. These revised estimates were further reviSed to 
Rs. 28 crors in January, 1973 and approved by Government in 1974. 
The Committee also note that ~ basic reasons for the revision of 
the project estimates were besides revaluation of D.M. and increase 
in the customs duty additional items of work not originally contem-
plated in the estimates additional charge of catalyst Imd addition!1l 
items of plant and equipment, buildings etc. and consequential in-
crease in IPCL's share of infra-structure facilities and management 
expemes etc. The Committee are informed that another basic reason 
for the revision of ,estimate was that the Ol'iginal estimate was not 
based n a very good data. It has been admitted during evidence that 
"the mistake is not in execution but the mistakes are in assumptions 
on which the original estimates were made." The Committee are 
informed that the actual expenditure on the project upto August 
1174 is Rs. 27.1 crores and that the accounts relating to the project 
are likely to be closed during 1974-75. The final capital cost of the 
project is, however, not likely to exceed Rs. 28 crores. The Commit-
tee are informed that the Government have gone into the reasons 
for excess and are satisfied that these were unavoidable. The Com-
mittee desire that the Ministry should critically examine the revised 
estimates with a view to ensuring that economic viability of the pro-
ject is not adversely affected. The Committee would like to be in-
formed of the results. 

The Committee would like to draw attention of Government to 
their recommendation in para 118 of their Fifteenth Report (5th Lok 
Sabha) on Financial Management in Public Undertakings and reite-
rate that the importance of estimates in the detailed project report 
being as realistic as possible needs hardly any emphasis as the pro-
ject report forms the very basis on which Government approve the 
project and the capital outlay. It is, therefore, essential that the 
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estimates take into acoount all foreseeable items of expenditure and 
are based on correct data SO as to obviate the necessity of revision of 
estimates frequently. 

The Committee regret to note the long period of more than one 
and half year taken by the Government in giving formal approval 
to the revised estimates of Rs. 28 crores submitted to them on 3rd 
January, 19'73 and the formal approval of which was NCeived by 
JPCL in September, 1974. In the opinion of the Committee, it is ir-
regular to delay B8DCtion of reviled estimates and allO\1i the Corpo-
ration to eontinue to i11cur expeuditure in excess of IIIDCtiOiked esti-
mates. The Committee reeommeDd that if estimates should· really 
serve the purpose Of controlling COlts, there should hot be any avoid-
able delay in saMtioning the estimates. 

Reply of GeV8I'DIDeIlt 

Noted. 

2. Government have considered the impact of revision of cost 
estimates of Arotnatlcs Project on the economic viability of the pro-
ject. It is found that 'the profitability ofi the project would not be 
adversely affected with the upward revision in the cost estimates 
becaUle concurrently with the increase in the capital costs and costs 
of inputs, the sale prices of the products have also gone up vis-a-vis 
those assumed 9rlier. 

[Ministry of Petroleum and Chemicals O.M. No. 40012/2(15-
PC. II, dated the 10th December, 1975]. 

Recommendation (Serial No. lZ, Paragraphs 3.62 to 3.") 

The Committee note that as against the installed capacity of 24,000 
and 21,000 MT of DMT and Oxylene, actual production of DMT and 
Oxylene was 5169 MT a;'ld 7927 MT in 1973-74 and 5851 MT and 5061 
MT in April-August 1974. thus indicating that the capacity utirlSa-
tion has been only of the order of 21.5 per cent and 65 per cent in 
1973-74 and 58.5 per cent and 58 ~r cent in April-August, 1974, res-
pectively. Though according to DPR, the Project is expected to 
reach the full rated capacity in 3rd year of operation, the Committee 
are informed that the Project is expected to reach 75 per cent capa-
city in 1975 and 90 per cent in the year 1976 which is the 3rd year 
of operation. The factors responsible for low capacity utilisation 
were stated to be, supply of inferior quality of naphtha inadequate 
quantity of process air, frequent power dips and failure of power 
suJ)Ply, frequent failure of boilers, and failure of critical recircuIat-
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ing gas compressor and refrigeration propane compressor in the pad. 
It has been stated that necessary steps to overcome these problems 
had been initiated and these are expected to bear fruit by the middle 
of 1975. 

The Committee however, fail to understand as to why the correct 
specification about the quality of Naphtha could ~t have been given 
to the Gujarat Refinery even at the initial -stages and firm commit-
ment therefor entered into with the Refinery and avoid the com-
plaint of. inferior quality of Naphtha at this stage. The Committee 
are infonned that the Gujarat Refinery have a·greed to certain modi-
iications but a long-term solu~on is possible only after a year, though 
some improvement can be expected 1n rt~i:t two months. The Com-
mittee would l*e to be informed of the developments in this regard. 

The Committee also ftnd that amongst the reasons for low utUisa-
tion of capacity, were the frequent failures of boilers and recirculat-
ing gas compressor. The Committee are informed that the suppliers 
of the boilers are identifying the problems and taking remedial mea-
sures and the job is expected to be completed shortly and action has 
been also taken for procurement of a stand.-by compressor. The 
Committee are not sure whether these boilers and compressor were 
pre-tested before taking delivery and whether any action has been 
taken to allocate the responsibility of the suppliers in the matter for 
'SUch defective supplies. The Coinmittee recommend that these mat-
1ers should be investigated in detail so as to demarcate the respon-
~bility 01 the Management and the suppliers in regard to each one 
of the reasons so that suitable remedial action may be taken. 

Reply of Government 

Mis. IPCL have intimated that a constant check on the general 
quality of Naphtha supplied by Gujarat Refinery is being maintain-
ed by them. Efforts n:;oe being made to improve the quality of 
Naphtha. Discussions are being held with the representatives of the 
Indian Oil Corporation Limited with a view to carrying out modifica-
tion of their systems to effect favourable changes in the operating 
-conditions of the Refinery in order to enable improvement in the 
quality of naphtha supplied to IPCL Improvement to some extent 
has already occurred and long term measures are under discussion 
with the IOC. Engineers India Limited are studying this problem 
with a view to suggesting measures for sustained supply of quality 
raw material. 



The boilers in question which were supplied by BHEL were hy-
dro-statically tested in the manufacturing shop. The recirculating 
gas compressor was imported through IPCL's foreign engineering 
contractors, MIs. Krupp. The compressor was tested according to 
normal standards prevailing and appropriate testing certificates were 
obtained. Problems, however, arose during the actual operation of 
these equipments. While the cause for the trouble in the recircu-
lating gas compreuor has been identified and remedied, the boilers 
are being repaired by BHEL. 

[Ministry of Petroleum O.M. No. 4001212i7>P.C. II, 
dated the 2200. January, 1976) 

Comments of the Commi~ .. 

RetommendatlOll (Serial No. 13, Paragraph 3.65) "·1 

The Committee Dote that as against the production targets of 
15,000 MT of DMTand 10500 MT of Orthoxylene for 1974-75 the 
actual production during the first six months (April to September) 
of 1974-75 was '7,726 MT of DMT and 5,516 MT of Orthoxylene. The 
Committee are informed that if all the other current problems-
Naphtha quality, steam generators and power shortages are resolved 
it should be possible to attain near full production in the 3rd year 
of operation of the plants'. The Committee would therefore, like 
that the Management should take effective steps and Government 
should render necessary timely assistance so that the problems can 
be resolved and constraints removed without any delay 10 enable 
achievement of the full rated capacity according to schedule fixed 
in the DPR. 

Reply of Government 
lPCL is taking concerted measures to ensure that the various 

plants of Aromatics Project achieve full-rated capacity. Some of 
the measures taken in this regard are enumerated below:-

(1) Naphtha quality:-A constant check is being maintained 
on the quality of naphtha supplied by the Gujarat Refin-
ery. Long-term measures for sustained supply of the 
requisite quality of naphtha to IPCL are under discussion 
between !peL and IOC. 

(2) Steam gen.eration:-Bharat Heavy Electricals Limited, the 
suppliers of two steam boilers for the project have com~ 
pleted major modifications in the boilers recenUy. It is 
expected that these modifications would result in improv-
ed and sustained availability of steam. 
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(3) Power shortages: -Steps are being taken to procure an in-
verter which will prevent frequent shutdowns in the plant 
due to power dips. This inverter is likely to be commis-
sioned by the end of 1975. 

IPCL is also carrying out negotiations with Gujarat Electricity 
Board and IOC to secure the excess electricity presently ¥ing gene-
rated by the Gujarat Refinery at its captive power plant for IPCL. 
The question of installation of a captive power plant for the IPCL 
Propects is also under investigation. 

The Government will render all possible assistance, where neces-
sary, to :help IPCL in achieving full rated capacity in the Plants. 

[Ministry of Petroleum O.M. No. 400121 21 75-P.C. II, 
dated the 22nd January, 1976] 

Recommendation (Serial No. 18, Paragraphs 5.7-5.8) 

The Committee note that the demand projectjons of the various 
petro-chemicals made by the task force of the Planning Commission 
are di1!erent from those made by the National Cominittee on Science 
and Technology. . They further note that the demand Proj~tions in 
respect of OrthoXylene, Mixed Xylenes and DMT-;-the ~ products 
at present being manufactured by, the n;'CL, at its Aroin.!ltics Project-
indicate that the production of Mixed Xylenes ~nd DMT at the IPCL 
will always be less than the demand according to the supply and 
d.emand balance-1978-79 ~d as such there will be no diftlculty for 
the IPCL to sell its products. The demand for Orthoxylene, bow-
ever, has been less than its production a~ IPCL even in the first y~ar 
of the operation of the plant and tlie IPCL is left with unsold ortho-
xylene even after' ~Xporting one consignment last year. The Com-
mittee however find that the demand for orthoxylene r~ferred to 
its use as raw material for manufactUre of chemicals. Down-stream 
units which could use orthoxylene as raw material have reached the stage of constrUcti~ and are 'e~ to constmle orthoxylene from 
1976-77. The Comriiittee are informed that the s'urpJas availabUfty 
is expected· to ~tinae in the next two years mid by Ur77·78 IPCL 
may ~: fft posiflbu'to sell oft its entire ptoduetionbf OrthoxyJene. 
The Cemmittee would Hke·'the JPCL:~ ex~·as to why demand 
for Ortboxj'lene has riot come up to the level of its-produet!on ana 
to eDSUl'f! that the projects wbich are to use GriiioXylene as raw 
material do come up aJid are coauiitssfofte(f m tlme so that the 
2806 LS-4 
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Orthoxylene Plant is not kept partially idle for want of demand. 
The Commi1ltee also recommend that Government/Corporation 
should intensify ~ development efforts in consultation with the 
Small Scale Industries and Small Industries Institute so that the 
surplus Orthoxylene may be advantageously utilised. Government 
should also consider the- »Oif!bmties of exporting this product with a view to disposing of «e surplus stock. 

The Committee note that the demand projections made by Task 
Force of the Planning Commission in respect of the products of the 
Gujarat Olefins Project and its do~stream units also indicate that 
there will be no difticulty for the IPCL to market these products as 
the demand is likely to be always ahead of availability. They, how-
ever, note that there are sharp variations in the demand Qrojections 
of the Task Force and the National Committee on Science and 
Technology in respect of Polypropylene and Detergent Alkylate. 
According to the Task Force, the demand for polypropylene in 1978-79 
is likely to be of 36,000 tonnes whereas the NCST estimates it to 
be of the order of 15,000 tonnes. In the case of Detergent Alkylate 
also, the Task Force's estimate of demand is 83,000 tonnes and the-
NCST's estimate is 25,000 by 1978-79. If the Task Force's estimates 
are taken in,to account, the IPCL will have no difficulty in disposing 
of its entire production of Polypropylene (27,GOO tonnes) and Deter-
gen't Alkylate (27,000 tonnes); but if the NCST's estimates are taken 
into account, !PCL will ftnd itself in difficulty in finding market for 
its full production and may have to work its plants at low level thus 
suffering loIS in the bargain. The Committee recommend that Gov-
ernment should go into the reasons for the difference between the; 
demands alSessed by the Task Force of Planning Commission ancl 
by the National: Committee on Science and Technology and stress 
that a rea1isti~ demand for the p'roducts should be available befQre 
setting up the appropriate capacity and planning the production 
programme. .?' I~· ·~:t 

Reply of Go ..... t 

'the main reason for inadequate off-take of IPCL's o~oxylene
has been the delay in the completion and commissioning of two 
down-strum pbtha,lic anhydride units in tbe private sector. Three 
phthalic anhydride units with an installed capacity of 15,300 tonnes/ 
annum (out of which 12,000 totmeslannum is based on orthoxylene 
feed s~) have already come up. Another two units with an in-
stalled capadty' of l2.ooo tonneaJannum are expected to go on stream-
In 1976.. With the rommJssloniDg cf these two unit, it is expected 
that there would be adequate off-take for IPCL's ortboxylene. 
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The IPCL is exploring new lines of applieation for orthoxylene. 

The possibility of export of surplus orthoxylene, is Deing con· 
stantly kept in view and decisions will be taken on pragmatic con-
siderations, depending upon the 'ruling international price of ortho-
xylene. 

The demand supply position in respect. of Det~gent Alkylate 
and Polypropylene has been reviewed. 

So far as Detergent Alkylate is concerned, sufficient capacity in 
the consuming units has. already been set up/licensed and no diffi-
culty is anticipated in marketing the entire product of IPCL's plant. 

As regards Polypropylene, the market is essentially a .created one. 
IPCL is embarking on a programme of ID4rket dev~lopment weI! 
in advance of the commissioning of their plant with a view to 
ensuring adequate off-take for their product. Creation of additional 
conversion capacity over and above the existing capacity is being 
reviewed by the Ministry. 

[Ministry of Petroleum and Chemicals O.M. No. 40012/2/75-
PC. II dated the 10t.1;l December, 1975] 

~eDdatioD (Serial No. 24, Paragraph "7.10) 

The Committee find from the schedule F of the Annual Accounts 
for 1973-74 that a sum of Rs. 8,05,484 ra;>resenting the difference 
between the revaluation of phYSical inventory of stores and spares 
transferred from the capital stores and that shown in the financial 
records has been kept under Material Suspense. The Committee 
are informed that this discrepancy was due to the difference bet· 
ween the book value and the valuation at the time of return of. the 
materials to store. As custody of stores during construction was with 
E.I.L., they have been requested to investigate and reconcile the 
difference. It has been stated that the discrepancy has been narrow-
ed down. The Committee were also informed that physical veri-
fication of construction s1ol'es in the custody of E.I.L. was being 
c8I'lia:l out regularly at the close of each financial year. The Com-' 
mittee feel tha~ if E.I.L. had been required to render proper accounts 
for the consumption of material such a situation at the completion 
of the work would not have arisen. The Committee recommend that 
steps should be taken to have the discrepancies settled and amount 
under material suspense cleared at an e!arly date. The Committee 
would also like that suitable instructions about the maintenance of 
proper store accounts at construction sites should be issued to avoid 
similar situation in future. 
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~)' of GoVerJUIleBt 

IPCL have, informed that agaiDllt the sum of RI. 8.05,484 originally 
shown UDd8r material suspense, all except the following items have 
since been fully accounted for:-

(1) Steel items (M.S. reinforcement, structural like angles, 
etc.) nlued at Rs. S\,855/-. 

(ti) Gaskets, nuts, bolts, fittings, spares, valves, etc. valued 
at RI. 41,540/-. 

IPCL'. investigations have revealed that the above discrepancies 
are attributable partly to different systems for recording receipts 
and iasues, necessitated by practical conditions, and partly to bona 
fide errors in malting suitable entries in books regarding the issue 
of stores in question. In relation to the tota:l volume of stores 
handled during project implementation such discrepancies are negli-
gible and. it has been decided by the ~orporation to write off the 
above amount. 

The Corporation have issued suitable instructions ntarding 
maintenance of proper Itores aecounts at the construction sites and 
regular arran«ementa for stock .veriftcation and internal audit have 
been introduced .. 

[Ministry of Petroleum and. Chemicals O.M. No. 40012/2175-
PC. n dated the 10th December, 1975] 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF wmCH REPLIES OlP' 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

Recam:iDendation (Serial No. 21, paragraplls 5.7S to 5.78) 

The Committee note that according to the guidelines issued by 
the Government, the pricing of products of enterprises operating 
under monopolistic and semi-monopolistic condition should be with-
in the .basis of the landed cost of comparable imported goods which 
would be the nonnal ceiling. The enterprises can fix prices within 
the ceiling of the landed post and the prices so fixed should be 
operative for a period of 2-3 years. If it is necessary to fix prices 
higher than this ceiling, the matter should be referred to the ad-
ministrative Ministry concerned for examination in depth in consul-
'tation with the Ministry of Finance etc. The Committee were 
informed that the IPCL had not been able to arrive at finn cost 
figures in the initial period of operations due to a number of pro-
blems dealt with elsewhere in this report and the determination of 
landed costs itself presented some difflculties in early 1973. 

The Committee note that the pricing of products of IPCL had 
been undergoing frequent revisions and every time the 'prices fixed 
were provisional. While the ,?rice of DMT varied from Rs. 6,000 
per M.T. in April, 1973 to 7,000 in August, 1973, it was again inerea-
.~ to 12,000 in January 1974 and 16,000 in March, 1974. In the case 
of the Oxylene the prices has increased from 2,000 in August 1973 
to 3,000 in January, 1974 and further increased to 6,000 in March, 
1974. The Committee are informed that the Corporation had been 
following a pricing polley based on (a) cost of inputs, (b) realisa-
tion of reasonable return on capital invested, (c) level 'Of production 
achieved over a period of 18 to 24 months and (d) keeping prices 
in line with landed cost of identical· products' to the extent possible. 
The Committee are also informed that while the initial prices fixed 
at first was based on estimated landed cost, since no fixed cost data 
was available. Subsequently the price of Rs. 7,000 in August, 1973 
was based on estimated landed cost as also the estimated avail-
ability of imported paraxylene. 

45 
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In January, 1974, the revision proposed was based on the resump-
tion of production after repair o£ Qropane compressor and estimated 
average production of 60 per cent over a period of 1~24 months 
from April, 1973 and a reasonable return of 15 per cent on capital 
employed. The further revision in March, 1974 was however stated 
to be On account of high cost of inputs. 

The Committee recommend that the Corporation should take 
steps to reduce the cost of production by achievement of full rated 
capacity, stabilising production and keeping the overheads to the 
minimum. The Committee also recommend that Government! 
Corporation should consider fixing the prices on a fairy long term 
basis taking into account all the relevant factors and the Board 
should review the prices periodically to ensure that the Qrices 
are competitive and the price increase does not contribute to the 
inflationary trend. The Committee need hardly stress that since 
petro-chemical intermediates are the raw materials for a number of 
industries, Government should take effective measures to see that 
the prices of the petro-chemicals which are used as raw materials 
are reasonable and internationally competitive and the benefit of 
any reduction in the prices is always available to the common man. 

The Committee find that the price of orthoxylene and mixed-
xylene are higher than the landed price. The Committee would 
like that this aspect should be gone into by Government so that the 
prices of xylene are in accordance with the guidelines issued by 
Government in ttlis regard. The Committee also expect that the 
Corporation should fix the prices of its products within the frame-
work of the recommendations of BPE and wherever there had been 
deviations. the Corporation obtain the prior approval of Govern-
ment. • J i t: tl~ 

The Committee find that while the cost of DMT, the base pro-
duct for polyster fibre cloth is not high, the cloth produced by 
using DMT is sold at a price which is higher. The Committee feel 
that with the stabilisation of production of DMT the prices of 
other products manufactured with DMT as base should be so fixed 
that the benefit of reduction in price of DMT could ultimately be 
passed on to the public. 

The Committee have come across cases where the Private 
Sector has been making use of the products manufactured by the 
Public Sector and making huge profits at the expense of the Public 
Sector, as in the case of basic drugs of IDPL and steel. The Com-
mittee feel that there should be a corelation between the price of 
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the raw matettal and the cost of tlae end. ,product. Th, Committee. 
therefore, recommend that GovernmentfIPCL should take steps to 
~volve a procedure by which any reduction in the cost of the raw 
material ultimately goes to the benefit of the consumer. 

Reply of GoverlbDellt 

Noted. 
2. All possible measures are being undertaken by !PCL to re-

move operational bottlenecks to ensure that the plants achiev8' 
their respective rated capacities. 

3. Prices fixed by IPCL for'its products are meant to be opera-
tive for fairy long periods. However, prices are adjusted from time 
to time to take into account changes in cost of production and the 
prevailing market situation. 

4. Considering the scale of IPCL's operations and the cost of 
inputs, the objective of being internationally competitive in the pro-
ducts is difficult to achieve. IPCL's product prices may be cons-
trued as a reasonable balance between the interests of lPCL and 
-the local market situation. 

5. Of the p!'oducts made and sold by IPCL: 

(a) DMT is converted to fibre/filament, spun, processed, 
dyad, woven and sold as cloth or garments to the ulti-
mate consumer. 

(b) O-xylene is primarily used for manufacture of phthalic 
anhydride which is subsequently converted as plasticsers, 
dyestuffs, resins etc. 

(c) Mixed xylenes are used primarily as solvents in pesticidal 
formulations, paints/varnishes etc. 

The structure of utilisation industries covers the gamut of 
'<lrganised, medium scale and small scale levels with wholesale and 
retail trading also, involved before the final product reaches the 
ultimate consumer. Ensuring that reduction in !PCL's product 
prices reaches the ultimate consumer would Tequil'e price control 
at each and every stage of conversion which is not considered 
feasible. For the time being, the market forces will determine to 
what extent lower prices get passed on dOWn the line. 

[ Ministry of Petroleum and Chemicals O.M. No. 400l2/2/15-PC. 
II dated the 10th December, 1975] 
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Please indicate whe~her prices of IPCL product Iq bed within 
the framework of the r~dati0D8 of BPE and wherever ther~ 
are variations, prior approval of Government is obtained? 

(Lok Sabha Secretariat O.M. No. lI-PUI75 dated 18-2-1976) 

Further reply of GovernmeDt 
At present the sale priees of the products of IPCt. 'are higher than 

-the landed cost of the items in question. This is primarily because 
there has been, tor some time back, a slump in the 1ri.ternational 
prices of these items. IPCL have been advised to submit detailed 
justifications for ftxing the prices of their products abqve tqe landed 
cost for consideration of the Goveniment. ' ... 

[Ministry of Petroleum O.M. No. 40012 12 1 7S-P.C. n, 
dated the 29th March, 1976] 

Comments of Committee 

(Please see Paragraphs 1.18 to 1. 29 of Chapter I of Report) 



CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 
) , OF GOVERNMENT ARE STILL AWAITED 

Tbe Committee note that the project management assistance 
contr~ct with Mis. Lummus & Co. for the Olefins project include 8' 
condition- for payme]lt to MIs. Lummus & Co. of a fee of i per cent 
of ~e l,?west quotation received from an intended supplier abroad 
or o'f the price of the item purchased from a source inside India when 
they have been authorised to proceed with procurement action for 
plant and machinery and it is subsequently decided by IPCL to pur-
chase them in India or outside India without the assist&nce of MIs. 
Lummus so as to cover the cost of infructuous work ulldertaken by 
them in connection with the procurement. The Committ~ also note 
that in the case of the agreement for Naptha Cracker a fee of 1 per 
cent is similarly payable to Mis. Lummus & Co. and'in the case of 
the Acrylonitrile project a certain amount on the basis of a different 
formula is . payable to Badger B.V., Netherlands in similar "Circum-
stances. The CommittAte feel that these are unusual provisions even 
though !PCL does not consider them extraorcUnary or unreasonable. 
The Committee would like Government to examine the foreign col-
laboration agreements entered by other public underta,kings ,to en-
sure how far the inclusion of such terms of payments either directly 
or indirectly are justified and in the financial interests of the under-
takings and lay down suitable guidelines in this regard for the beneftt 
of all concerned. 

The Committee further note that under the terms of agree-
ment fo!rthe Naptba Cracker, MIs. Lummus,h,.ve preferred a claim 
of £4190 for work tione and considered by them as infructuous in 
connection with the procurement of hydronyl distillation trays out 
of, which a sum of £527 has been accepted by IPClLand the balance-
is stated to be under examination. ~ noting that it was ori-
ginally intended to be imported through MI •. Lummus was ultimate-
ly manufactured indigenously through the efforts of Engineers India 
Ltd., the Committee feel that the IPCL could have saved the infruc-
tuoUs expenditure on fees payable to MIs. Lummus if indigenous 
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:sources of supply hatl been identified and action had been taken to 
consult such indigenous suppliers in advance before asking Mis. 
Lummus to initiate procurement action. 

The Committee recommend that Ministry/Corporation should . 
.draw a lesson from this experience and issue suitable guidelines to 
all Undertakings in this regard. 

BecommeDdation (Serial No. G, Paragraphs 2.15·2.1.) 

, The Committee note that according to the findings of the Task 
',Force of Planning Commission, a number of design engineering firms 
in developed countries are in a position to ofter their services for 

!Constructing petro-chemical production facilities I in developing coun-
tries on attractive terms and it is possible that many of such firms 
would be able to arrange for the payments to be made in exported 
.enc\-products so that the manufacturing facilities become self paying 
in terms of foreign exchange 'cost involved. The Task Force has re-
commended that this possibility should be explored as one of the 
methods of financing the development programmes for the Fifth and 
.sixth Five Year Plans. 

The Committee are informed that all the foreign collaboration 
.agreements signed by IPCL had been finalised well before the report 
.of the Task Force was available. The Committee are of the view that 
the recommendation made by the Task Force in regard to the method 
of financing of development programmes shoulc\ be borne in mind 
while negotiating all such foreign collaboration agreements in future 
not only by IPCL but also by other Government and public sector 
agencies with a view to eliminating or at least reducing foreign ex-
change remittances abroad. The Committee would like Government 
to consider issue of suitable instructions in this matter to all Public 
Sector Undertakings for compliance. 

Recommendation (Serial No.9, Pangraphs 3.15 to 3 .. ) 

The Committee note that there are two units in the aromatics 
Project-one Xylenes Plant using naptha from Gujarat Refinery 
and the second DMT plant using paraxylene from the Xy1enes 
Plant. Though the DMT plant was completed in March, 1973, the 
actual production could be started in April, 1973, only with impor-
-ted para-xylene as the para-xylene plant which was to provide the 
feet\ stock for Din' plant was not ready at that time. The Commit-
tee also note that though the para-xylene p!ant was mechanically 
~mpleted in June 1973 the smooth operation of the Plant could 
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not be achievea till the end of 1973 owing to repeated failure of an 
imported compressor which had to be repaired and modified ulti-
mately. The compressor is reported to be working satisfactorily 
and continuously since Mar~, 1974. The Committee have dealt 
with this aspect in a subsequent Chapter in the Report. .. 

The Committee regret to note that lack of planning and syn-
chronisation in having the para-xylene plant commissioned later 
than the DMT plant when the DMT plant was based on para-xylene 
as its feed stock. The result of this was that the DMT plant had 
to be run with imported para-xylene and foreign exchange to the 
extent of Rs. 44.80 lakhs had to be spent. The Committee are also 
informdci that the plant had to be shut down and remain closed 
from· September to December, 1973 for want of para-xylene. The 
loss during 1973-74 due to low production consequent on the closure 
of the DMT Plant and the late commissioning of Xylenes Plant 
was rEt>orted to be of the order of Rs. 2.62 crares. The Cf)mmittee 
feel that with better planning and monitoring of the prografl"unes 
at several stages including effective steps fOr production of indio 
genous machinery, it should not have been difficult for the Under-
taking to have ensured synchronisation between the two plants and 
effected considerable S8,,;ng in foreign e'Xchange. The Committee 
would like the Government to analyse the reasons for this lack of 
synchronisation between the two plants and draw lessons for the 
future. The Committee would like to be 1nformed of the result 
The Committee recommend that the Management of I.P.C.L. should 
take advantage of modern management techniques like PERT etc. 
to guard against the usual inadequacies and pitfalls in the matter 
of ensuring sequence and adherance to delivery schedules. The 
Committee hope that at least in the future plants of the Corpora-
tion, namely Olefins oroject and the down stream units etc. such a 
situation will not arise. 

Recommendation (Serial No. 10, Paragraphs 3.4-1-3.45) 

The Committee regret to note that though paraxylene unit 
of Aromatics Project was mechanically completed in August 1973, 
the smooth operation of the plant could not be achif!ved till the end 
-of 73 Owing to the repeated failure of the imported compressor in the 
propane refrigeration system. The Committee were informed that 
this equipment was supplied by MIs. Linde fabricator~ who were 
selected by Mis Krupps according to the terms of the collaboration 
agreement. The Commjttee however find that the propane compres-
sor was not of proven design and as admittetl by the management 
·'there was no compressor which was exactly identical to this com-
pressor' in all respects and was being used for the same purpose". 
While the compressors supplied by Mis Linde earlier were of 12000 
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RPM end 18000 RPM, the one supplied to IPCL was of 24000 RPM. 
The Committee were also informed that Linde was selected by the 
collaboratoD on the bams that its macb.i.Des bad been running 1UCce5S-

fully in the Kruppa built-paraxylene plants in Bulgaria for the same 
refrigeration but using Freon as refrigerant. The Committee are 
surprisfd that such a compressor had been accepted for conditions 
which are entirely different from those countries. 

The Committee also note that though Krupps were responsible 
for carrying out inspection and testing of the equipment before des-
patch and they provided certificates that test had been successfully 
carried out on the machines, the IPCL, did not exercl$e the option 
of deputing a representative to Linde's works and to inspect the 
compre9"'?r in spite of the fact that the contract No. 5 gave the right 
to IPCL representative to be present during the testing. It has been 
admittt:d by the Secretary of the Ministry during evidence that "I 
do not really excuse this aspect of it. Inspection should have been 
done .... the testnig was in the workshop at the shop bench and not 
as part of the whole system." The Committee are convinced. that 
if IPCL had exercised its right of inspection at Linde's works, the 
adequacy of test of the compressor could have been proved and 
scope for the failure which was attributed to the system could have 
been avoided. The Committee regret to obserVe that in spite of the 
repeated failure of the compressor, no investigation was made either 
by Undertak;.ng or by the Government to identify the exact causes 
of the repeated failure except getting a report from the collaborators. 
According to the Management, the exact reasons ror the failure have 
not been identified by the manufacturers of the compressor or by 
the collaborators although the probable causes have been indicated 
in the collaborators report as (a) dirt and dust in the gas system 
and lube oil system, (b) inadequate fiow of lube oil to the bearings, 
(c) lOOIeIlas of the polygon bush on the shaft and (~) eftect of 
vibration due to the lifting of pressure relief valve on the lube oil 
system. 

According to the Ministry, "This is consfdered a preliminary 
ftnding. \ 1 do not know if we will ever get to the bottom of whole 
this in a very high frequency compressor like this." The Committee 
also find that when this question was raised in the Parliament on 12th 
August, 1974, it was stated by the Minister of Petroleum and Chemi-
cals "I have always thought this is a very serious matter". 

The Committee are informed that because of the repeated failure 
of the compressor and delay in the commissioning of the plant, the 
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Corporation suffered a loss of production of Rs. 6 crores. The Com-
mittee are also informed that the compressor was recommissioned 
in March 1974 and the unit has been running satisfactorily since 
then. The Committee are not happy at the huge lOSs suftered by the 
IPCL on account of the delay in commissioning due to the repeated 
failure of the cOIIJ?ressor. The Committee desire that the entire 
matter should be thoroughly investigated by art independent Com* 
mittee of experts to be appointed immedia~ly in order to identify 
the shortcomings at several stages including the points raised m 
Parliament on this issue from time to time and fix respohsibiUty for 
the lapses. The Committee would like to be informed of the action 
taken within six months of this Report. The Committee also reco!n* 
mend that the Corporation should deriVe lessons from the experience 
of the working of this contract for future. 

Recemmemlation (Serial Ne. 22, Paragraplas 5.&8 to 5.87) 

The Committee note that the question of fixing a uniform 
F.O.R. destination price for DMT and xylenes was considered by the 
Corporation on the basis of an estimated production and distribution 
during 1973-74 and it was found that Rs. 110 per metric tonne in the 
case of DMT and 115 per metric tonne in the case of ortho*xylene 
and mixed-xylene would have been added to the ex-works price to 
arrive at uniform F.O.R. destination price. The Committee were in-
formed that the Corporation would not like to take all the respon-
sibility for booking and despatch of DMT and bulk supplies of 
Ortho-xylene and it would be convenient for the bulk purchaser 
to take delivery ex-works. For this purpose, the Corporation would 
be giving a rebate on the uniform F.O.R. destination prices equal to 
railway freight ~ the particular destination at the rate used in the 
freight equalisation calculation. The Committee were also inform-
ed that the recoveries on account of freight would be reviewed ~ 
riodically and adjustments made either by way of refunds to the 
parties over-charged or by fresh invoicing to the under-charged. In 
the case of ortho-xylenes and mixed-XYlenes, supplies would be 
available at the regional offices at uniform prices. 

The Committee, however, note from the minutes of the meet-
ing of the board of Directors held on 26th February, 1973 that one 
of the directors had warned that 'unless a uniform F.O.R. price 
was introduced, the polyster fibre units situated at a distance from 
Baroda would be put to a disadvantage. This might also set in mo-
tion demands for establishing petrochemical projects in other areas; 
a large petrochemicals complex has been set up at Baroda on techno-
economic considerations including the consideration to avail of 
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economics of large scale operation and this benefit should be avail-
able to the entire country, and the Board decided to refer the mat-
ter to the Government. The Secretary of the Ministry, however, 
stated during evidence that "broadly speaking, I would say the frei-
ght equalisation ia an economic concept that can be operated in 
the economy 88' a whole. It should not be attempted for indiVidual 
Product and for such products like DMT." While the Committee 
agree with the views of the Secretary that freight equalisation is 
~ economic concept, the Committee need hardly stress that petro-
chemicals industry being highly employment-oriented, the benefit 
of the price including freight should be available to the country as 
a whole irrespective of the distances. The Committee, therefore, 
recommend that the question should be examined carefully with 
reference to its effect on the profitability of the project and deve-
lopment of industries particularly in the backward areas. The 
Committee would like to be informed of the action taken in the 
matter. 

NEW DELHI; 
April 7, 1976 ' 
Chaitra 18, 1898 (S) 

NAWAL KISHORE SHARMA, 
Chaimuan, 

Committee on Public Undertakings. 



. .,. APPENDIX 

(Vide para 4 of Introduction) 

Analyris of the action taken by Government on the 7'ecommendatioM 
contained in 'the Si:rty-FouTth Report of the Committee on Public" 

Umlert4kings (Fifth Lok Sabha) 

I Total Number of recommendations 

z Recommendatiol's that have been accepted by Govern meIl t (Via. 
recomme-ndations at Serial Nos. 1.2, 3. 8. II. 14. IS, 16.17. 19.20.23. 
2S. z6. 27. z8. z9. 30 and 31) 

Number 

Percentage of total 

3. RecommendationswhichtheCommitteedonot desi«topursuein vitw of 
Government'sreplies(VitUrecommendations at Serial Nos. 4. 7.12. 13, 
18 and Z4) 

Number 

Percent~ of total 

4· Rc1:ommendations in respect of which replies of Govern men t hau not been 
accepted by the Committee (VUh recommendations at Serial Nos. 2. 
16 and :u) 

Number 

Percentage oftotal 

S· Recommendations in respect of which final replies ofGoverrmcr.tare still 
awaited 

Number 

Percentage oftotal 
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31 

6 

19'4 

J' 

3'2 

50 

16·J 
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