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INTRODUCTION 
I. the Chairman, Committee on Public Undertakings, having been 

authorised by the Committee to present the Report on their behalf, 
present this Twenty-eight Report on "Public Undertakings-Delays 
in commencement of productionlbusiness, under-utilisation of capa-
city and related matters". 

2. This Report brings out in sharp focus the problems that beset 
the public sector and suggests remedies. Unless the public sector 
enterprises contribute to the rapid growth of GDP and generate sub-
stantial internal resources for future investment the country cannot 
move forward quickly. Today the investment of Government is at 
the order of Rs. 13,000 crores and the current value thereof will be 
much more. What ails the public sector are unusually long gesta-
tion period, very low level of production or utilisation of assets 
created and the consequential escalation of cost of projects and their 
products. 

3. The micro level planning and execution continue to be weak 
even after two decades and a half since the commencement of the 
Plans. A clear concept of requirements of projects and a well-
coordinatel endeavour to meet them at the implementation stage 
seem to have been singularly lacking. The managements have yet 
to learn a lesson and acquire a will to enaure that the public sector 
is well organised. . 

4. The malady of under-utilisation of capacities all these yearS is 
quite glaring. While the available machinery remains under utilis-
ed more and more capital goods imports take place draining out the 
country's resources, which is disastrous. Production planning, 
management and control are not what these ought to be. The claim 
of the Government ana cit the Bureau of P.ublic Enterprises in parti-
cular, to have studied the problem in depth and taken remedial 
steps is not at all borne out by any tangible results. The consequen-
ces of the utter neglect of this crucial area entailing severe loss to 
the economy seem to be nobody's responsibility. 

5. Central to the problems discussed in this Report is the failure 
of management, a factor which remains unaclmowledged for obvious 
reasons. Instead the factors that are the rseults of this failure are 
brazenly brandied abaut in support of poor performance. The 

(v) 



(vi) 

Bureau of Public Enterprises baa been maintaining a facade of moDi-
toring. Obviously it is unable to cope with it. The pubIc sector 
enterpriBes should therefore be grouped baaed on the characteristics 
and nature df busineBa and for each group of enterprises there should 
be a aet-up to examine the functioning from very close quarters at 
frequent intervals. The Bureau of PubUc Enterprises should also 
be reorganised as far as possible on these lines. 

6. Obviously. one Committee of ParUament cannot do any justice 
to the examination of public enterprises with their increasing num-
ber and diverse nature of activities covering a wide spectrum of the 
economy. There should therefore be at1east six independent ParUa-
mentary Committees on Public Undertakings with equal powers one 
lor each group of enterprises organised in the manner suggested in 
this Report. 

7. The Committee considered and adopted this Report at their 
sitting held on 4th of April, 1979. 

Nzw DzLmj 
April 8, 1979 
Chc&itnl 16, 1901 (8) • 

JYO'I'IRMOY BOSU, 
Chclinnan, 

CommUtee on Public U~ 
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INTRODUCTORY 

1.1. At the outset the Committee wish to record that a time has 
come to critically review the working of the Public Sector Enter-
prises having regard to the crucial role they have come to occupy 
in our developmental efforts. A planned economy that we are aim-
ing at is possible only when the public sector comes to occupy the 
~ommanding heights. Today the investment of Government is 
of the order of Rs. 13,000 crores and the current market value 
thereof will be much more. The public sector dominates critical 
segments of the economy like coal, oU, power, transpQl't, steel etc., 
but growth in other segments is bound to be 'l"eStrained without 
adequate development of these. Unless the Public Sector Enter-
prises contribute to the rapid growth of G.D.P. and generate sub-
stantial internal resources for future investment, the country cannot 
move forward quickly. In the matter of incremental capital output 
ratio for the country as a whole we seem to rank poorly even among 
the developing countries. Further, profitability of the Public Enter-
prises has also suffered a serious set back in 1977-7B. The reasons 
obviously are the long gestation period, low level of production or 
utilisation of assets created and the consequential escalation of cost 
f>f projects and their products. It is in this context that the Com-
mittee thought it necessary to go into the various aspects of function-
ing of the Public Undertakings. It is indeed very disappointing that 
what has come out of their review is certainly not an edifying 
spectacle. 

1.2. This Report deals with the production aspects with parti-
cular reference to (i) delays in commencement of busmeu/pro-
duction; (il) under-utilisation of capacity and related matters and 
:is based on repUes furnished by 17'1 undertakings out of a total of 
185 Undertakings, 8 of them having been set up after 19'17-78. 
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DELAYS IN COMMENCEMENT OF BUSINESS/pRODUCTION 

2.1. The Committee enquired about the dates on which the 
Undertakings were set-up, commenced busioness/production and 
whether the same were according to schedules. 

2.2. It is regrettable that replies have not been furnished by Pub-
lice Undertakings in a uniform manner although the questionnaire 
issued to them was clear enough. However an analysis of the 
replies from 177 undertakings reveals the following position:-

(A) IDdustriallor produetion Enterprises 

(i) UmdertaJcing. which. have reported delays in completion of 
pro;eets/commencement Of production 

2.3 There are 112 Industrial and ProduCtion Enterprises. Table 
below shows the delays in commencement of production vis-Clovis: 
schedules as reported by 26 Undertakings:-

:a 
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2.4 It will be seen that in most of the Projects there have been 
delays ranging from one to as long as 6i years in completion/com-
mencement of production "i.t-G-t1i1 schedules (original or reviled) 
set therefor. The delays of 8i years in certain projects of Fertilizer 
Corpontion of India; 5 years in plants of Hindustan Organic 
Chemicals; 4 years in certain projects of National Mineral Deve-
lopment Corporation, Bongaigaon Refinery and Pharmaceuticals 
and Refinery Projects of Indian Oil Corporation are marked. 

2.5 Projects/Plants of four of the above undertakings (Bongai-
gaon Refinery Phamaceuticals, National Fertilizers, Hindustan 
Paper Corporation and MIDHANI (Misra Dhatu Nigam) are still 
in construction stage. 

2.6 Out of the aforesaid 28 Undertakings, only five have furnish-
ed information regarding the number of revisions made in original 
schedules of projects. 'nle action of those deliberately withholding 
information would amount to contempt of the Committee. 

2.7 It is Been that original schedules of commissioning/eommence-
ment of production have been revised upward in a number of pro-
jects-for instance in the case of Hindustan Photo Films there were 
as much as 4 revisions in original schedules and the completion of 
Plants was even delayed beyond 4 schedules by about 4 years. 

In the cue of Coal Mining Machinery Plants of Mining and Allied 
Machinery Corporation, it is stated that no scheduled dates of com-
pletion of various Units were given in the DPR (Detailed Project Re-
port). A general indication was given that the COmmissioning of the 
Plant should start by 1984. Actual production however started after 
March,l967 (i.e. 3 years later). 

'nle Damodar VaDey Corporation has stated that in many cases 
of their projects the schedules had to be revised from time to time 
in the light of constraints during construction of the projects. 

Misra Dhatu Nigam, Hyderabad has stated that there have been 
slippages in achieving the planned construction targets, though they 
have not so far revised the original targets. 

2.8. In the case of follOWing six Undertakings though there was no 
delay in commencement of production, there was delay in their be-
coming functional/or commencement of business due to <a) time lag 

4832 LS-2. 
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in appointment of Chief Executives and (b) delay in transfer of 
auets/COncerDI to them:-

(I) Blw'at Euth Mown Ltd.llanplore . De1ayof7 monthl 10 ltartfUllClionillgdue eo 
time las in lralllfer of Heavy Earth Moriatr 
!<iuipmenl Proj ectlOgether with rail c:aacIi 
DivIIioD of the then HAL. 

el) Bharat CokiDg Coal Ltd. 

(3) HindUltan SaIto Ltd., J aipur 

Delay of ~ months in commencing buoin_ 
due eo time las invating natiana1bed_ 
!Dina in the Company. 

Delay of 9 months in commencing busineos 
due to time lag in tranofer of oalt lOurceo. 

(4) Natiana1 Tbermal Power Ccx-poration Delay of ~ JDOnths to llart functioaiq due to 
Ltd., New Delhi (Under Conotruction) time la, in appointment of ChairmanoQllll· 

Maucing Director. 

(5) National Hydro..Electric Power Corpora- Delay of 7 JDOnths to.tart functioaing 
tion Ltd., New Delhi (Under construe- due eo dela>: in appointment of Chair_ 
lionl _M, ..... ng Director. 

(6) State Farmo Corporation of India Ltd. De1ayof'll/amontho eostartfunctioninsduc 
to time las in transfer of State. 

(lot) Uwnaking, wh.ich have Teported no dela.y,/and which. have not 
fumish.ed complete information 

2.9 Out of the other 78 industrial undertakings, 16 (i.e. BolaDi Ores, 
Bokaro Steel, Central Coalfields, Indian Rare Earths, Hydrocarbons 
India, ONGC, Indian Drugs "Pharmaceuticals, Indo-Burma Petro-
leum Co., Bharat Pumps" Compressors, Hindustan Prefab, India 
Firebricks " Insulation Co., NEP A Mills, praga Tools, Cement Cor-
poration of India, Pyrites, Phosphates" Chemicals and Scooters India) 
have not furnished complete informatia.n.. The action of those 
deliberately withholding relevant intonnation would amount to 
contempt of the Committee. 

The remaining 62 undertakings have reported DO delays in COID-
pletion/commencement of production or they took over already runn· 
ing concerns. 

2.10 In the case of some of these undertakings, the following points 
are, however, noteworthy:-

(i) Though certain Undertakings (like BEe) have reported 
production according to schedule, no indication has been 
given whether it was according to original schedules or 
there were subsequent revisions in the construction or 
COmmissioning schedules. 

(II) Oil and Natural Gas Commission has stated that as far as 
laying down of the schedule is concerned, they have only 
programmes/budgets and compare achievements with the 
targets set in the Annual Budget which is rather Vf!ry 
Itrange. 
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(5) Service EoterpriBes (indudiq Tradiag, liDaaeial Couultaq 
ad other NOD-production Eot~). 

2.11 Analysis of replies of these Undertakings reveals the position 
as follows:-
(i) UndeTtClkings which took more theln one 1I841r' to commence 

Business 

The following 2 Undertakings took one to six years in commence-
ment of business:-
I. Banana and Fruit Development Corpora-

tion Ltd., Madras. 

a. Tea Trading Corporation oCIndia Ltd. 

It u stated that the Corporation was ""t up on 
14-1964 and the Govrenment of India 
became ~or sbare-holder in 1973-7f. 

The Company commenced busineu from 
1970-71 cinwarcb. 

It i. ltated that the Corporation was .. t up 
on 'U-11I-1971 ; the Chief Executive was 
Dot appointed until October, 19711; the 
fint break throuah in bUlinea came in 
December, 1974. 

(ii) Underlakings which took more theln 3 montlal to one 1J8ar to 
commence bUline" after setting up. 

2.12 The following 10 Undertakings took more than 3 months to 
one year to commence business after their incorporation:-

1. Central Inland Water Transport CorporatioD. 
2. Central Warehousing CorporatioD. 
3. Housing &: Urban Development Corporation Ltd. 
4. Hindustan Steel Works Construction Ltd. 
5. Hotel Corporation of India Ltd. 
6. Indian Motion Picture Export Corporation. 
7. Jute Corporation of India. 
S. Mica Trading Corporation of India Ltd. 
9. National Seeds Corporation Ltd. 

10. HMT (International) Ltd., Bangalore. 

The Mica Trading Corporation of India Ltd., the Housing and 
Urban Development Corporation and the Jute Corporation of India, 
in which there were delays of one year, 10 months and 7 months res-
pectively In COIIUIleDCement of business after incorporation, have 
attributed the delay to late appointment of Chief Bxecutives 01' 
Board of Directors. Others have not given any reBSODl for the delay. 

(iii) Undertakings which helve reported no delays or commenced lJU-
sineBS within three months of their setting up and which hellle 
not furnished complete information 

2.13 Of the remaining 53 undertakings In this category, 39 have 
reported commencement of business according to acbedule or within 
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8 months of their setting up or took over TUDDing concerna. The re-
maining 14 undertakings (i.e., Agricultural Refinance" Development 
COll>oration, Central Fisheries Corporation, Central Mine Plannmg 
& Design tnstitute, Engineers India, Engineering Projects (I), Ex-
port Credit & Guarantee Corporation, Film Finance Corporation, 
Handicrafts & Handlooms Exports Corporation, India Tourism Deve-
lopment Corporation, Mineral Exploration Corporation, National 
Small Industries Corporation, National Buildings Construction Cor-
poration, Rail India Technical & Economic Services, Industrial Fin-
ance Corporation of India and Industrial Development Bank of 
India) have not furnished complete information in this behalf. The 
action of those deliberately withholding information would amount 
to contempt of the Committee. 

2.14. The extent to which the micro level planning _d eueation 
have been weak is evidenced from the tardy implementation of 
several projects. 'nIat the position should continae to be 80 even 
after two decades and a half alnce the commencement of the plan 
and in spite of successive examination by the Committee of indivi-
dual undertakin,s as weD as horizontal reviews of all the DIlder-
takings shows that there Is lack of poUtical wtll aDll/or the muage-
ment\! have yet to learn a lesson and acquire a wiD to ensare that the 
Public Sector Is weD orpnlsecl. 

There have been enormous delays nmgiDg ap to Ii years in com-
pletion of several ladustrial projects. ID lOme cases sarpr1singly no 
original schedules of completion were set and In others these have 
been freqaently revised. Even in service and other non-production 
enterprises there have been considerable delays in commencement 
of business or in their becoming functional after their aettin, up. 
All thi~ has bel"n attrib~lh'd to DTocedural delays, defective plannin8, 
changell in site location, cOMtraints of resources, delays In decision 
making. acquisition of land, selection of coatractors, execution of 
civil works and supply of equipment material, non-av.uability of 
power and transfer of assets as also to belated appointment of Chief 
Executives and Board of Directors. Thaa a dear concept of reqaire-
ments of projects and a weD coordburted endeavour to meet them 
at the implementation stage seem to have been singularly lacking. 
The result of this is clear for aU to see, that Is, need1eas coat escala-
tion and postponement of realisation of benefits. The Administrative 
Ministries and the Bqreau of Public Enterprises shoald therefore, 
undertake an Indepth study of this problem In order to lay down 
fresh guidelines calculated to obviate recurrence of this phenomena. 
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CAPACITY UTILISATION 

capacity (product-wise), installed capacity, actual production and 
value of productionfturn0ver of the various public undertakings 
during the last four years, in order to find out the extent of utilisa-
tion of capacities created. The information received has been ana-
lysed and dealt with in this section. 

(A) bd.astrial or ~uction Enterprises 

3.2. Out of a total of 177 undertakings, 112 are industrial or pro-
duction enterprises. Of these 12 undertakings are in construction 
stage. Analysis of replies of the remaining 100 undertakings has 
revealed the following position:-

In the case of 33 public undertakings it has not been possible 
to determine precisely the extent of under-utilisation of 
capacity for thereasons indicated below:-

P"~ 
(a) MiMMUM4MIItIlI 

I. Bharat Cokiq Coal Ltd., DiItt. Dbanbad, LIcenced ad iDat:aIIed capIIcidei ltatccl to be su..r. "DOt available'." 

R. Welliorn Coal6ddI Ltd. 

4. Coallndia Ltd. 

5. MaDpa- Ore (I) Ltd. 

(b) P-.i- a4Cttt.iM16, 

Liceaced ad i-ued capacitiel ltatccI to 
be "Dot ~". 

Licmccd capacity Itated to be "DOt available" • 
In lieu oC iDItaIIed capacity, Ulllual Iargel 
Iivm ad actual production Wal equal 
to CII" mare thaD the tarset. 

Liceaced c:apaclty ItatccI to be "DOl available" 
10 lieu oC iDltalJed capacity UlDual 
tarset Bfvm aocI production IIICI'C than 
that 10 1977-78. 

Staled "00 Uam:ed c:apKity laid dawn for 
a mitaiDc lodUlll'y Iucb AI GUn." 

6. IIliG-Bllrm. Petrolewo 00. Ltd., Bcxoba, PipraI oC liceoced and IftIta\Ied capacitiel 
and actual production Dot pm product-
wbe Car .n yean aDd iD precile termI. 
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7. Hydrocarbons Ioiia Ltd., New Delhi Licenced and installed capacities stated to 
be "DOt applicable." 

8. HiDd_ Salts Ltd.,Jaipur, RlVuthan. No licenced and installed capacaues laid 
down Cor common salt manufacture 
"depends on natural f"acton." 

9. Samhar Salts Ltd., Jaipur 

10. Oil & Natural Gu CoauniIsion 

(c) ~ ad OIM,s: 

No licenoed or installed capacity for commoa 
salt; for proc:essJiodiscd salt given actual 
production nil in 1975-76 and 19~77-
and only nominal expected in 1977-78 due 
to "fIaodiut of IOUTCeI.·· 

No licenced or installed capacities laid down 
due to "nature of operations" annual 
tarset si...,n and production IIlOl"e 
than the tarset. 

II. Artificial Limbs and Manulacturin. Co. Installed capacity Biven in terms of number. 
Ltd., Kanpur. but actual production si...,n in terms of 

value. 

II. Braithwaite & Co. Ltd., Calcutta 

II. JIIwoat 0yDUDica Ltd., Hyderabad 

I" Cochin Shipyard Ltd., Cochin 

15. Muqon Dock Ltd., Bombay 

00. 

Licence capKity DOt fized, installed cou1d 
not be precisely atated. 

Actual tum Oftr not li...,n; for repair work 
a. well as for construction. 

No licenced or installed capacity fixed as 
"company relutered under Sec. 10 of 
Industrieo (OeV1:lopment and ResuJatioo) 
Act, 1951 as an existin, industry." 

16. llababiliWioD Ind.uieo Cmpn. Ltd.. Staled "no licence required; zinota1led capa-
Ca1cutlL city not ascertained." 

I,. o.-cIar Valley CorpantioIl Calcutta 

• 8. B1ecuania Corporation 01 India Ltd. 

10. Natiaaal Textile Corporation LIcL, 
New Delhi. 

Installed capacity Biven in _ ofMW. 
but actual si...,n in _ of MKWH • 

Installed capacity si...,n in _ of numbcn 
but actual giV1:D in terms of value, 
due to Cut chansing technolog and 
number of items beinl used for testing 
etc. "it U DOt poosible to compare." 

InItallcd capacity siven for components only 
and not forequipmcnll; further for certain 
components installed capacitY Jiven in 
_ ofnumben but produe_ m value. 

InItallcd capacity aiWAin _ olnumhen 
ofopindleo/looms but production si...,n in 
_of ..... ."... 

81. Natiallal Textile Carpn.. (T. N. and IDsta1lcd capacity siV1:D in tentll of number 
r-clicberTy) LIcL. CoImbatore. ofipindlestl_ but production pen in _ of MtrL/Kp. 
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PrIblic U ... "di .... 

Ill. NatioDa1 Textile Cao-pD. (Weal Bcapl, 
Aosam, Bihar and Orissa) Ltd., Calcutta 

23. NatioaaI Textile Corporation (GlUarat) 
Ltd., Ahmedabad. 

1If. National Telltile Corporation (Madhya 
Pradesh) Ltd., Indore. 

25. National Telltile Corpn. (Apklun) Ltd., 
Bangalorc. 

26. National Tcxt:e Corporation (Maha-
r .... lra North) Ltd.,lIomhay. . 

27. National Textile Corporation (U.P.) 
Ltd., Kanpur. 

28. National Textile Corporation (DP&:&) 
Ltd. 

29. Goa Shipyard Ltd. 

30. State Farms Corpn. of India Ltd. 

31. Hindllltan Machine Tools Ltd. 

32. Bum Standard Co. Ltd. 

33. National Textile Corpn. (South Maha-
nohtra) Ltd., Bomhay. 

00. 

00. 

00. 

00. 

00. 

00. 

00. 

Licenced installed capacities not &xed; 
production based on annual budpt tarpll 
actual Ie. than target. 

Stated "being engaged in agriculture, no 
lianccd or inltalled capacity _ fixed at 
the time ofiacorporatinn", Annual bud&et 
target given and compared with thaI 
shortfall was 86% in Cannanore, 6+% in 
Raichur &: :15% in Sura ..... h. 

Stated that Ministry have approved reckoai .... 
c:apac:ity in terms of value of yearly pro-
duction target as "this would be a better 
method of portraying the capacity." heace 
in lieu of installed capacity, annual tarFli 
or feasible capacity given; COIJIPIIf'Cd with 
that Ihortfall in 1977-78 was 63% of 
printing machinery; :15% of aiachine 
tools and t7% of watchcs; reasoDi liven 
"labour unrest." 

In lieu of installed, attainable capacity 
given; compared with that lhortCall in 
1977-78 was 69% of pipes, 66% ofwaaona 
and 6lI% of silica; reasons given "lack of 
orders." 

Installed capacity given in terms of number 
of Ipindla/IOOllll but production given in 
terms of!(p. &: Min .• tated "production 
in tc&tilc mil .. in terms 01 Kill. &: Min. 
varico dependinl upon construction 
ofcloth woven, averap count ofyamopun-
comparioon iI done with annual budget," 
Production _ 1_ than budgctted 

3.3. at will be seen that these undertakings have not furniabed 
complete and precise details of licenced and installed capacities as 
being either DOt available or having not been fixed due to nature of 
their operations. Some of them have given inStalled capacity and 
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actual producticm in difterent terms which is misleading and hence 
distressing. Nine of these undertakings have, however, given annual 
targets in place of installed capacity. What is more intreguing is that 
even Companies working in the same sector have made contradictory 
statements. For instance, out of foU!' companies in the coal secl.or, 
one (Bharat Coking Coal) has stated that information regarding 
licensed aDd installed capacities is "not available", other (Western 
Coalfields) haa stated it is "not applicable"j the other two (Central 
Coalfields and Coal India) have stated that information regarding 
licensed capacity is not available and in lieu of installed capacity 
nave given annual targets. 

Tbia reflects ael'ioua weaknesses in the internal working of these 
undertakiDga. Due to non-availability of required information, 
Scientific evaluation becomes impossible. 

3.4. In some of above undertakings (like Sambhar Salts, State 
Farms Corporation, Hinduatan Machine Tools and Burn Standard 
Co.), there has been gross under-utilisation of capacities even if 
compared with annual targets or attainable capacities. 

3.5. As regards the remaining 67 undertakings, there has been 
under-utilisation of capacities of varying degrees in most of them 
as per the following details that emerged from the replies received 
from them:-
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3.6. Most of the public undertakings have a number of units 
producing several distinct products. Therefore, while in the case 
of some undertakings it has been possible to indicate in the foregoing 
statement overall under-utilisation of capacities as per data fur-
nished by them, in othenl it has been indicated for one or more prin-
cipal products produced by them or units under them. 

3.7. The Committee on Public Undertakings in hteir 40th Report 
on "Role and Achievements of Public Undertakings (1973)" inter
aliA noted that: 

(i) the percentage of achievement of rated capacity in 1971-72 
by certain undertakings--5Uch as 12..6 per cent by 
Hardwar Plant of BHEL; 24 per cent by Tannery & Foot-
wear Corporational 34 per cent by Co-axial Plant of 
Hindustan Cables; 40 per cent by Durgapur Steel Plant of 
HSL, etc. was far from satsifactory; and 

(ii) even where attempts had been made by individual 
undertaldngs for diversification of production, such 
attempts had been rather sporadic and diffused and no 
eeriOUlt efforts seemed to have been made to have com-
prehenBive plan of divenUication consistent with the 
market trends of the products. 

The Committee observed that the under-utilisaion ot production 
capacities not only led to locking up of scarce resources but also 
resulted in wide-spread repurculBions in linked industries and 
heavy avoidable imports. It had also the affect of inflating the 
cost of production and advenely aft'ecting the flnancial results of 
the undertakings. BesIdes, it meant that the plant and machinery 
might become obeoleacent and even unprofitable because of techno-
logfcal development before full value of the investments had been 
derived. 'l'be Committee recommended that Government should 
immediately analyse the reasons for persistent under-utilisation of 
caoacitles in various undertaJdnp and take remedial measures. 
which should be reviewed every year and the position brought to 
the notice of Parliame!lt through a special chapter in the Annual 
ReDOrt of the Bureau of Public Enterprises. The Committee also 
called upon the Government to pay special attention to the que!ltion 
of diversiftcation and create a Jll8('hfnerv for taldn~ suitable 8tepI 
with R view to deriving maximum beneftt from the Installed capa-
city. 

3.8 .The Govemment In their replv (Ma'l'eh 19'74) fnte7"~n4 lItated 
that as a result of trend analvst" arlslnjf out of monltorlM of the 
performance of enterprises carrled out by Govemme!lt Such enter-
prises which showed persistently low output, were beinll examIned 
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in depth with the help of agencies such as Bureau of Public Enter-
prises and the Action Committee on Public Enterpriaes (an Gd-hDc 
Committee set up under the Chairmanship of Shri 14. S. Thacker, 
Member Planning Commission--Cnce dissolved). So far, a large 
number of enterprises in the core and basis sectors had been studied 
in depth (including the Tannery &. Footwear Corporation and Durga-
pur Steel Plant) and remedial measures in almost all the cases had 
been instituted. This organised approach would continue with a 
view to asSisting the public sector enterprises in achieving the opti-
mum level of production in the shortest possible time. It was fur-
ther stated that Government also continued to assist enterprise 
which persistently showed under-utUisation of capacity, in diversi-
fying their production to make maximum use of installed capacity. 

3.9. The Committee in their 72nd Action Taken Report (1975) 
while reiterating their earlier recommendations, hoped that Govern-
ment will continue to give utmost importance to the problem and 
ur~ed upon the public undertakings to 9p3re no efforts to achi(;ve 
rated capacity at production. The Bureau of Public Enterprises bas 
since started including a Chapter on "Capacity Utilisation" in its 
'Annual Report on the working of Industrial and Commercial Under-
takings of the Central Government' br;nging out percentages of 
capacity utilisation for main products in each unit, operating cons-
traints, remedial steps taken etc. 
B. Servlee eDterpriaes (include Trading, Financ:ial, COIISultaDey ad 

other Non-production Enterprisea) 
3.10. There are 65 public undertaking, engaged on activities like 

trading. financial, consultancy etc. lIn their case, the question of 
under-utilisation of capacities does not strictly arise. It iii, how-
ever, noted from the figures of turnover sales or total income fur-
nished by them that there is downward trend in the case of follow-
inp, nine undertakings:-

1. Banana &: Fruits Development Corporation 
2. Central Inland Water Transport Corporation 
3. Cotton Corporation of India Ltd. 
4. Delhi Transport Corporation 
5. Food Corporation of India 
6. Jute Corporation of India. 
7. Metal Scrap Trade Corporation Ltd. 
8. National Industrial Development Corporation. 
9. National Seeds Corporation Ltd. 
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Further, it is noted that in some of these enterprises (like Air 

:India, Central Warehousing Corporation) there is not full utilisa-
tion of productive assets. For example, in the case of Air India, 
overall load factor (ie. ratio of Revenue Tonne Kilometres to Avail-
able Tonne Kilometers) in 1977-78 was 62.8 per cent indicating 
under-utilisation to the extent of 37.2 per cent. 

3.11. 'nIe malady of under-utilisation of capacities all these years 
is quite glaring. The position if anything seems to have deteriorated 
during 1977-78. This iDfennc:e is inescapable from the details brought 
out by the ~ttee. 

UnutiUsation or UDder-uti1isation of production reaouree. means a 
severe 1088 to the _tioaal ecOllOmy. Total investment made by 
Central Government on industrial and commercial enterprises amOllD-
ted to as. 12,851 crores at end of 1977-78. Huge amounts have been 
borrowed from foreign sources and the machineries purchased thereby 
have been kept UDutilised or under-utilised on the one haad and on 
the other hand there are heavy service charges on these foreign loans. 
These factors tend to cripple our economy. 

3.12. In the case of Heavy Engineering Corporation it is interesting 
to note that the production in its Heavy Machine Building plant is 
stated to have been diveraifted to manufacture mining equipment 
whe!"ell'l there i'l already hi~h under-utilisation of capacity for such 
equipment in the Mining and A11ied Machinery Corporation. It ill 
also noteworthy that though' a number of units producing railway 
wagons suffer from waat of orders and have large un-utilised capadty, 
Government have recently taken over the Mukameh Unit of Britania 
Engineering Co. and the undertakings of the ArthUr Butler & Co. 
"In order to ensure continued manufacture of raHway wagons and 
nther a1Ued goods." 
. 3.13. The reasons for the malady of un-utilised capacity are deeper 
than meet the eye. The Committee are left with the impression that 
th"i! production planning management and control are not what these 
should be. The claim of the Govemment alld 0' the B.P.E. in narti-
cular. to have studied the problem in depth Rnd taken remedial steps 
is not at al1 bome ont by any tanqible results. The cOllsequellce of the 
utter lIegled of this erucial area IIeeIIIS to be no body's respondbility. 
The Committee would, therefore, Itke to know what concrete step!! 
were taken in the units where the under-utm"ation wa~ more tt-lln 50 
1J('!r rent and whv the lI')sition !'<llOuld continue to be !lin had. Tn tbl .. 
ronnection theY desire to make it clear that there should be nO 
qnestion of a1lowinl{ eX1)ansion of II line of ytroducflon where the 
exktin't faci1ity therefor in any undertaldn~ remain'! under-llti1i!led 
to the extent of more than Z5 per cent witftont valid rell'lOns. This 
shfJ1Jld invariably be kef't in mind lit the time of serutinislnl{ of 
investment proposals 
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PRODUCTION" COST CONTROL SYSTDl 

(A) Dl&iendes polated oat ill Audit 

U. In pursuance of directive issued by the Comptroller &: Aud:i~ 
tor General of India. Company Auditors bring oat special reparta 
on the accounts of various public undertakinp. Certain deftdeftces 
pointed out in these reports ot 1M com.-mes and ~ subsidiary com-
panies on the accounts for the year 1975-'16, and u .tate4 III the 
C&AG'. Audit Report (Commercial) 11m, Part D-lli8ceJlaneoua 
Topic. ot Interest, mter alia include the tollowiq:-

(a) THE TARGETS OF PRODUCTION WERE NOT ACHIEVED IN 
RESPECT OF THE FOLLOWING COMPANIES:-

1. Bolani Ores Limited. 

2. HinduBtan Steel Limited (Durgapur Steel Plet-except In 
the case of Ingot steel). 

3. Hlnduatan Machine Tool. Limited [Ka]ama888ry Unit, Sri-
nagar Unit and Bangalore Unit (in BOlDa CII8eI)]. 

4. Tungabbadra Steel Products Limited (Gate Structurala, 
pen-stock and pressure vesaelB) 

5. Indian Oil Corporation Ltd. (Reftnerles Di\'lslon, Gujerat 
Refinery, Haldla Reftnery-c:ertain procluct8). 

8. Bharat Pumps and Compreasors LimIted. 

7. Indian Drugs and Pharmaceuticals Ltd. [AnUbiotiea Plmt 
(In the case ot some/products). Surgical Instrument8 Plant 
and Synthetic Drugs Plant (In many C8IeII)] 

8. Praga Tools Limited (most of the items). 

9. H1ndustan Housing Factory Limited (In reepeet of BCC 
products) 

10. R1ndustan ZInc Ltd. (in respect of certain pMducts) 

11. Balmer Lawrie and Company Limited. 

12 Garden Reach Workshops Limited. 

30 
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13. Hindustan Cop~ Limited. 

14. Hindustan Insecticides Limited (Alwaye Unit Tech. mc 
and 50 per cent from BHC) 

15. Bharat Heavy Electricals Limited [Bhopal Division (in 
certain products) Ramchandrapuram, Hyderabad Division 
(in certain products) and Hardwar Unit (in respect of 

major products)] 

16. Richardson and Cruddas (1972) Limited <head offic.some 
major t>roducts and Nagpur Branch) 

17. Heavy Engineering Corporation Limited (Foundry Forge 
Plan~vera1l targets and Heavy Machine Building Plant-
(in most of the items of production). 

18. National Instruments Limited. 

19. Mining and Allied Machinery Corporation Limited. 

20. Bharat Electronics Limited. 
21. Fertilizer Corporation ot India Limited. [Gorakbpur Unit 

and Planning and Development Division-in certain cases, 
Sindri Unit (excepting Ammonium Sulpbate) and Trombay 
Unit (Suphala 15 : 15 : 15, Ammonia, Nitric acid and cer-
tain industrial products)]. 

22. Scooterll (India) Limited. 

23. National Buildings Construction Corporation Limited. 
:u. Indian Telephone Industries Limited (Equipment and 

small exchange lines). 

25. National Seeds Corporation Limited (in most ot the cases). 

26. Bridge and Root Company (India) Ltd. 
27. State Farms Corporation of India Limited (Except Wheat). 

28. Bbarat Coking Coal Limited (Dbanbad and Barakar-Hard 
Coke and Soft Coke). 

29. Hindustan Cables Limited. 
30. Pyrites, Phosphates and Chemicals Limited. 

31. Electronics Corporation of India Ltmited. 
32. Bbarat Aluminium Company Limited (Alumina). 

(1) In Indian Oil Corporation Limited targets dI. production 
were not ftxed for the Lube and Drum plants (Marketing 
DiviIion-Southern RegIon). 
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(if) In HiDdustan Antibiotics Limited, targets of production 
and sales were not achieved in certain cases. 

(iii) In Bharat Ophthalmic Glass Limited, the capacity utili-
sation was only 37 per cent. 

(B) IN THE FOLLOWING COMPANIES THERE WAS NO SYS-
TEM OF ASCERTAINING IDLE TIME FOR LABOUR AND 
MACHINERY SPECIFYING THE REASONS THEREFOR:-

1. Balmer Lawrie and Company Limited. 

2. Modem Bakeries (India) Limited [Bombay Unit (labour 
only) and Hyderabad Unit] 

3. Bharat Coking Coal Limited (Areas I, II, ill, Dhanbad and 
Barakar). 

4. HiDdustan Machine Tools Limited (Srinagar Unit). 

5. Fertilizers and ChemIcals, Travancore Limited. 

6. Indian OU Corporation Limited (Refineries aDd Pipelines 
DivisioD-Oujarat RefbIery, BarauDi refinery, Gauhati Re-

finery, Haldia Refinery and Haldia-Barauni-Kanpur Pipe-
line (labour 0Illy). 

7. Indian Telephone Induatries Limited (Naini Unit). 

8. Bharat Gold Mine Limited. 
9. National Small Industries Corporation Limited (Prototype 

Development-cum-Training Centre, Okhla-mac:hinery only). 

10. Hindustan Zinc: Limited. 
11. Richardson and Cruddas (1972) Limited .(Madras Unit and 

Nagpur Branch). 

12. Jeuop and Company Limited. 

18. HlndUltan Copper Limited. 
14. Hlndustan Insecticides Limited. 
15. Hindustan Steel Works Conatructian Limited (labour only). 

16. Central Road Transport Corporation Limited. 
17. Hindustan Cables Limited (Hyderabad Unit). 
18. Indian Drugs and PharmaceuticaIa Limited (Synthetic 

Drugs, P1mt-labour only). 

19. Indian Oil Blendinl Umlfled. 
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20. llineral Exploration Corporation Limited. 

21. Pyrites. Phosphates and Chemicals Limited. 

22. Bridge and Roof Company (India) Ltd. 

23. Bharat Heavy Plate and Vessels Limited (Machinery only). 

24. Rehabilitation Industries Corporation Limited. 

25. Goa Shipyard Vmited (Machinery only). 

26. Tannery and footwear Corporation of India Limited. 
27. Electro'\ics Corporation of India Limited (Machinery only). 

(i) In Hindustan Steel Limited, the percentage of idle hours 
to available hours was on the high side. 

(il) In Neyveli Lignite Corporation Limited. idle time for 
labour other than those engaged in service units was not 
ascertained. 

(iii) In Tungabhadra Steel Products Limited. there was a 
noticeable increase in the idle hours of labour and 
machinery dUrin, 197~76 in comparison to 1974-75 and 
1973-74. 

(iv) In Heavy Engineering Corporation Limited: 

(a) Loss Of man-hours and machine-hours was high; 
causewise analysis of idle time for labour and 
machinery was not made ('foundry Forge Plant). 

(b) Idle hours for labour and machinery were to the 
extent of 33 per cent and 43 per cent of available 
hours respectively (Heavy Machine Building Plant). 

(v) In Hinctustan Steelworks Canstruction Limited, idle 
time of machinery/equipment at Bokaro Idte was very 
high. 

(vi) In HiDdustan Aeronautics Limited, there was excellive 
idle time of labour and machinery in Helicopters and 
Overhaul Division (Bangalore Complex). 

(vii) In National Instruments Limited, idle time reeords for 
individual machinery were not maintained. 

(viii) In Mining and ADIed Machinery Corporation Limited, 
DO records were maintained for idle machinery. 

(bt) In Indian Drugs and Pharmaceuticals Limited, certain 
macbines remained idle lor perioda of more than 90 day8 
(Synthetic Drugs Plant). 
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(x) In Bharat Heavy Electricals Limited, six: machines COSt-

ing Rs. 64.99 lakhs remained idle for more thau three 
months (Hardwar Unit). 

(xi) In Hindustan Teleprinters Limited, records were not 
maintained to ascertain the idle time of machinery. 

(xii) In Indian Oil Blending Limited, and Electronic Blender 
costing Rs. 2.58 lakhs remained idle during a part of the 
year. 

(xiii) In Fertilizer Corporation of India Limited: 

(a) No record to ascertain idle time for labour was main-

tained (Namrup and Sindri Units). 

(b) One machine costing Rs. 5.75 lakhs remained idle 
(Durgapur Unit). 

(xiv) In National Mineral Development Corporation Limited, 
no proper records were maintained for ascertaining idle 
time for labour and machinery (Panna Diamond Mining 
Project). 

(xv) In Hindustan Machine Tools Limited, the percentage of 
idle time to available hours was on the high side in the 
Machine Tools and Press Division (Hyderabad Unit). 

(xvi) In State Farms Corporation of India Ltd. there was no 
effective system of ascertaining idle time for labour and 
machinery. 

(C) In the following companies there was no regular costing 
system in operatlon:-

1. Bharat Electronics Ltd. (Ghaziabad Unit). 

2. India Tourism Development Corporation Ltd. (Hotel 
Aahoka, Bangalore). 

3. State P'1Il'IDs Corporation of India Ltd. 

4. Bharat Refractories Ltd. 
5. In Bharat Coking Coal Ltd. 

(i) Costing system had not been properly introduced in as 
much as the figures of consumption of stores and spares 
shown in the cost sheets were not on actual basis but on 
approximation (Areas I, n and .1lII). 

(ii) The cost accounting system was not effective (Area XI). 
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&. In Mica Trading Corporation Ltd., detailed cost accounts 
were not maintained for processing mica purchased in un-
processed condition. 

7. In Hindustan Aeronautics Ltd., the cQSting records maintain-
ed by the Company were not written up to date. 

8. In Triveni Structurals Ltd., proper costing records were Dot 
being maintained. 

9. In Hindustan Zinc Ltd. existing costing system was not 
cO.nsidered to be comprehensive and adequate (Tundoo 
Smelter, Vizag, Sargipalli Mines and Calcutta Unit). 

10. In National Small Industries Corporation Ltd. 

(i) Overhead costs were fixed long back and required re-
vision as also the system of allocation (Proto-type Deve-
lopment-cum- Training Centre, Rajkot). 

(ii) Cost accounts were not reconciled with the financial 
accounts (Proto-type Development-cum-Training Centre, 
Okhala and Pottery Depot, Khurja). 

11. In National Instruments Ltd., reconciliation between cost 
and financial records had not bee done. 

12. In Central Inland Water Transport Corporation Ltd.:-

(i) There was considerable time-lag in compilation of costs. 

(ii) Cost estimates prepared for the purpose of quotations 
did not compare favourably with the actual costs incurred 
for jobs undertaken. 

13. In Mining and Allied Machinery Corporation Ltd., cost re-
cords were not maintained properly to arrive at the cost 
of each at. the products. 

14. In Central Coalfields Ltd. there was no effective system of 
reconciliation between cost and financial records (Bai-
kunthpur and Slngrauli Branches, Korba Unit, Calcutta, 
Head Office at Rancbi and Area OftIces at Bomo, Kathara, 
Giridhi, Hazaribagh, Rajhara, Barkakana, Argada, Me:-
cluskieganj, South Balanda and Monidih). 

15. In Scooters (India) Ltd. there wu no BYStem for reconcilia-
tion between costa and financial accounts. 

18. In Biecco Lawrie Ltd., costing syltem was deficient to the 
foDowiq atet: 
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(i) Various types of switch gear panels were treated as one 

job. 

(ii) Frames of di1ferent sizes and motors of di1ferent horse-
powers were clubbed together. 

(iii) Labour cost was distributed on pro rata basis in 
case of production of motors. 

(iv) There was no job-wise standard cost system. 

(v) There was no regular system of distribution of adminis-
trative and selling overheads of major products. 

17. In Modern Bakeries (India) Ltd., cost records were not main-
tained (Calcutta Unit). 

18. In National Seeds Corporation Ltd., cost records were not 
maintained. 

19. In Bharat Ophthalmic Glass Limited, the Company did not 
maintain any account indicating cost per unit of its pro-
ducts. 

20. In Pyrites, Phosphates and Chemicals Limited no cost re-
cords were maintained (Mussoorie Phosphate Project and 
Kasipatnam Mining Project). 

21. In Hindustan Machine Tools Limited, standard bours were 
not fixed in respect of assembly department of Press Divi-
sion (Hyderabad Unit). 

22. In Praga Tools Limited, the cost accounts department was 
required to be strengthened tQ have an effective system df 
componentwise costing. 

23. In Heavy Engineering Corporation Limited, the system of 
costing was deficient and inadequate. 

24. In Instrumentation Limited, the cost had been compiled only 
at the time of ftnalisation of the accounts but not on a 
regular basis during the year itself. 

(D) Inthe following companies the consumption of Raw Materials 
was made than the Standards/estimates:-

1. Indian Drugs and Pharmaceuticals Limited [Synthetic 
Drugs Plant (in many cases) and Antibiotics Plant). 

2. Mazagon Dock Limited (in the case of construction of some 
ahips). 

3. National Instruments Limited (in case of some products). 
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4. Hindustan Cables Limited (in many cases). 

5. Fertilizer Corporation of India Limited [Sindri Unit (in 
majority of cases), Durgapur Unit and Gorakhpur Unit]. 

6. Modem Bakeries (India) Limited (Calcutta Unit). 

7. Hindustan Piloto Films Manufacturing Company Limited 
(fixed in certain cases). 

(a) In Indo-Burma Petroleum Company Limited, the con-
sq,mption of major raw mater;als for manufacture of 
main products and the est;mated quantity budgeted by 
the management were not compared. 

(b) In National Projects Construction Corporat:on Ltd., the 
actual consumption of materials had not been compared 
with the estimated consumption. 

(e) In Jessop and Company Limite:i: 
(i) In the abrence of detailed quantitative analysis of 

materials consumed, job-wise comparison of actual 
consumption with estimates could not be made. 

(ii) No records were maintaine:i for rejections in produc-
tion. 

(d) In Central Inland Water Transport Corporation Ltd..: 
(i) No records had been maintained to compare the actual 

quantity of materials used with the estimated. quan-
tity for activities like General Engineering, Deep-Sea 
Ship Repairs. 

(li) Actual consumption of materials in some of the jobs 
done was higher than the estimated consumption. 

(e) In Mining and Allied Machinery Corporation Limited, 
records for variation of consumption of raw materials 
with reference to the bill of materials (prepared at the 
time of acceptance of a job) were not available. 

(f) In National Building Construction Corporation Limited: 
(i) Actual consumption of construction materials (sand 

bricks) was more than the estimates. 
(li) Rejections worked out to 48 per cent which was be-

yond the normal percentage of rejections (Brick 
Plant). 

(g) In Bridge and Roof Company (India) Limited: 
(i) No separate records were maintained for determining 

the rejections in production. 
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(ii) Actual coD8lUl1ption of materials was not compared with 
the estimates. 

(h) In Fertilisers and Chemicals, Travancore Limited the consump-
tion of raw materials was in excess of the estimated quantity as 
per the norms fixed by the management. 

(i) In Hindustan Steel Limited: 

(i) Rejections were DlDre than the norms fixed (Durgapur 
Steel Plant-except in the case 0:11 skelp). 

(ii) Consumption of raw materials was generally more than 
the norms fixed (Durgapur Steel Plant--Coke Ovens 
Plant and Blast Furnaces). 

(j) In Bharat Refractories Limited, the percentage of rejections 
was on the high side. 

(k) In Bharat Coking Coal Limited, there were rejecti:ons but the 
rejected stock had not been accounted for (Areas I, II and !III). 

(1) lin Hindustan Aeronautics Limited, no records for rejections in 
prOduction were maintained (Luckn()W Division). 

(m) In Hindustan Zinc Limited, no records were maintained for 
rejections (Zinc Smelter Debart, Zawar Mines, Rajpura-Dariba 
Mines and Matton Mines). 

(n) In Garden Reach Workshops Limited, no record for determin-
ing the rejections and scrap during production was maintained 
except in Foundry Shop and Timber workshop. 

(0) In Hindustan Latex Limited, the rejections at various stages 
of production were high during the year. 

(p) In Heavy Engineering Corporation Ltd., rejections as com-
pared to norms fixed by the Company were on the high side (Foun-
dry Forge plant-in 5 out of 7 items). 

(q) In Hindustan Cables Limited, no norms tor rejections were 
fixed. 

(r) In Hindustan Photo Films Manufacturing Company Ltd., re-
jections in production were more than the standards fixed. 

(s) In Bharat Ophthalmic Glass Ltd., the Company bad not 
maJntain.ed any records of rejec:t1ons of raw materla1a. 

(t) In Bharat Coking Coal Ltd., no records were maintained for 
determtntng rejections in production (Dhanbad and Bbarakar). 
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(u) In Electronics Corporation of India Ltd. consolJdated state-

ment to show quantity-wise out put and rejections was not drawn 
up. 

(e) In the fol.lO'r»ing cornpcmies, st.dndaord C06ts for mAin products 
had not been. ~: 

1. Balmer Lawrie and Company Limi'ted. (ContainersIDivi-
lion). 

2. Ino>-Burma Petroleum Company Limited (Engineering 
Division). 

3. Heavy Engineering Corporation Limited (Heavy Machine 
Tools Plant). 

4. Hindustan Steel Limited [Central Coal Washeries Organi· 
stion (washed coal)]. 

5. Mandya National Paper Mills Limited. 

6. Hindustan Aeronautics Limited (Kanpur Division). 

7. Indian Oil Corporation Limited (Refineries Division-
Gujarat Refinery, Barauni Refinery, Gauhati Refinery and 
Haldia ReIlnery). 

8. Madras Fertilizers Limited. 

9. Hindustan Housing Factory Limited. 

10. Hindustan Zinc Limited. 

11. Central Inland Water Transport Corporation Limited. 

12. Bharat Heavy E1ectricals Limited (Trichy and Hyder"bad 
UDita). 

13. Indian Drugs and Pharmaceuticals Limited (Surgical Ins-
truments Plant). 

14. Instrumentation Limited. 
15. Fertilizer Corporation of India Limited (Jodhpur Mining 

Organisation and Sindri Unit). 

16. National Buildings Construction Corporation Limited 
(Brick Plant). 

17. Modern Bakeries (India) Limited (Calcutta Unit). 

18. Bharat Coking Coal Limited (Dhanbad and Bharakar). 

19. Rehabilitation IndUstries Corporation Limited. 
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20. Bharat Pumps and Compressors Limited. 

21. National Newsprint and Paper Mills Limited. 

22. State Farms Corporation of India Ltd. 

In Bharat Coking Coal Limited, standard ~ bad not been 
~ with the actual cost (Area No. XI). 
(F) In the following compcmiea mndclrd costing '!lItem had not 

been intToduced: 

1. Indian Rare Earths Limited. 

2. Hindustan Antibiotics Limited. 

3. Hindustan Aeronautics Limited (Hyderabad, Koraput and 
N asik Divisions). 

4. Central Coalfields Limited (Baikunthpur and Singrauli 
Branches and Korba Un't). 

(G) In the folloWing companie3 actual cost of production was tI'I01'e 
than estimated/standard cost: 

1. HinduBtan Steel Limited [Durgapur Steel Plant (except in 
the case of fish plates). Bhilai Steel Plant (actual works 
cost--of saleable steel) and Rourkela Steel Plant (actual 
works cost-in majority of cases». 

2. Cement Corporation of India Limited. 

3. Hindustan Machine Tools Limited ('Ka.lamassary Unit-
printing machines and most of the machine tools and 
Bangalore Complex). 

4. Fertilisers and Chemicals; Travancore Limited (various pro-
duct). 

5. Hindustan Aeronautics Limited (Kanpur Division-air 
frames). 

6. Indian Drugs and Pharmaceuticals Limited [Antibiotics 
Plant and Synthetic Drugs Plant (certain products)] 

7. Indian Telephone Industries Limited (Naini Unit-instru-
ments division). 

8. Triveni Structurals Limited (main products). 

9. Jessop and Company Limited (Major jobs during the last 
three years). 

10. Hindustan Insecticides Limited (some major products). 
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11. Bharat Heavy Electricals Limited (Bhopal Division-certain 
products). 

12. Fertilizer Corporation of India Limited [GorBkhpur Unit, 
Sindri Unit and Trombay Unit (Urea, Suphala 15: 15: 15, 
Ammonia, Sulphuric Acid, Nitric Acid, Ammonium Bi-
carbonate and Concentrated Nitric Acid)] 

13. Hindustan Photo Films Manumcturing Company Limited 
(certain products). 

14. In :9ridge and Roof Comapny (India) Limited, actual cost 
was not compared with the estimates for each phase of 
~k -, ~ 

15. In Garden Reach Workshops Limited, actual costs in some 
cases were considerably higher than the estimated costs. 

4.2. The Committee on Public Undertakings in their 67th Report 
on 'Production Management in Public Undertakings (1970) had 
noted that a number of undertakings (like HindUBtan Photo fUms 
Mfg. Co., Hindustan Salts, MAMC, Modern Bakeries, National 
-Instruments, Praga Tools etc.) had not deaeloped any cost control 
scheme so far. Observing that in the absence of a satisfactory cost 
control scheme it was untJF.nkable for the management of any enter-
prise to keep an eye on the trends of cost of prouction and to take 
timely remedial measures: the Committee recommended that all the 
undertakings 9~ould take 'early steps to instal effective cost control 
schemes within a specified period. 

4.3. The Committee also noted that in a number of undertakings 
(NBCC, National Instrwnents, Garden Reach Shipbuilder!'! & En-
gineers, HSL. FOr etc.) there was no proper system for control on 
labour utilisation and that consumption of raw materials and rejec-
tions were on the high side in certain undertaking<; (lik~ HSL. 'FCI 
etc. etc.). 'n!e Committee recommendad that all undertakings 
rlo,.,,,1r1 maintain labour utilisat;n .. l'e~"l'iI il'\ !'I\Iitable form. fix norms 
for consumotion of raw materials and reiections so that mana!{e-
mel'lts mi\tht take Temedial measures before it was too late. 

44. (".<)vemment accepted all the above recommendations And 
the 'Rurp"" of Publi~ Entp.rnri~p., asked the Ministri'!~ t.n is'lUI! snit-
able instructions to unilerb.kinlt'l under their admini~trativE' "n"tro1. 
The Committee have no information as try whether the Mini'ltries 
issued i..,~"tions to th.. P1lblic Enterpri!le!; under ea('h "f tl1em 
and watC'hed the implementation thereof. However. it is C'll!al' fr<>m 
the position broul!bt out in the Reoorts of the C&AG 11.9 mf'Tltionpd 
ea.-lier that no serious attempt was made in this re~ard. This jc: 

depricated. 



(8) c.t of sales to t1IrDo.-

4,5, The high incidence of under-utilisation of installed capa-
cities and utter lack of control over production and coat of produc-
tion have ftSUlted in increaaing the cost of sales to turnover, In 
this connection the follOwing expense ratios (i,e, percentage of cost 
of sales to turnover) brought out in the Annual Reports of the 
Bureau of Public Enterprises on 'Working of Induatrial and Com-
mercial Undertakings of the Central Government' for 1975-76 to 
1977-78 are noteworthy:-

SI, 
No, 

Name 0( the EnIel'Jll'i-

A. ENTEIlP1USES PRODUCING I; SELLING 
GOODS 

(a)~~HN-w. 

STEEL 

I Bobro Steel Limited 

II HiDduatan Steel Limited , 

9 Steel Authority or IDdia Ltd, 

4 Indian Iron I; Steel Co, Ltd, 

MINERALS AND METALS 

Ca) 0,,,., loW _ 

5 Bharat AlumiDium Co. Ltd, 

6 Bharat Gold MiDes Ltd. 

7 Bh .. at Rdi-actorieo Ltd, 

8 Bolani Oreo Ltd, 

9 HiDdllltan Copper Ltd, 

10 HindUitan Zinc Ltd, 

II Indian Rare Earths Ltd. 

1m India Firebric:ks and Insu1auOIl Co. Ltd. 

IS National Minen1 Develop_ Corporadcm, 

14 Pyrites, Phoophates I; Chemi<a1o Ltd. 

15 U ... nium CorporatiOIl or India Ltd, 

Expense Ratio i,e, percent8&" 
0( coot 0( oaIeo to tuI'IIOWr (net) 

1975-76 1976-77 1977-78 

1110'<; 

94'5 
100'0 

110'1 

97'5 95'9 

104'2 

95'S 

9!1'6 

1'9 

109'0 

ISS'6 108'0 107'4 

194'9 11,'0 117'1 

117'11 IRO'O 1119'6 

1111'7 "'.'5 195'8 

106' I 97'6 197' 7 

61'9 &g'1 100'8 

56'9 59'1 7S'g 

5700'0 115'0 1!l4'6 

96'9 107'1 IS6'8 

101'7 99'6 97'1 

110'4 108·8 108'0 

_________ ...!..or~. ____ ....J!!:!..~·_8_1I8,!I 
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'51, Name or the Enterprises E~nse Ratio i,e, %01' coot or 
No, sales to turnover (net), 

-----
1975'76 1976-77 1977-78 

(6) Ce&I: 

16 Bharat Coking Coal Lid, 113'9 IRI'7 

17 Central Coal8elds Lid, 99'0 log' 5 

• 8 Central Mine Planning a: Design Institute Lid, • 

19 Coal India Lid, IIS'6 IRS'S 187'8 

JlO Eastern Coalfields Ltd, 11.'1 IRI'. 

III Neyveli Lignite Corpn. Lid, 108'. 8a'0 87'3 
az wcstem coalfields Lid, 101'S 106'6 

TorAL 1I11'a IOf'7 111'7 

Pllrokum 

as Bbarat Petroleum Corpn, Ltd, ga'9 97'. 

II. Caltex Oil Refinery (India) Ltd, 99'S ga'8 

a5 Cocbin Refinerict Ltd, 97'8 99" 98 'a 

~ Hindustan Petroleum CorpD, Ltd, 99'S 98 'S 98 ', 
Q7 Hydro Carbont India Private Lid, S9'Q .3'S 35'0 

!l8 Indian Oil Blending Lid, Sf'5 7"7 69's 
!l9 Indian Oil Corporation Lid, 97'8 g6'0 g6'8 

SO Indo Burma Petroleum Company Lid, ga'9 99'. 99'5 

3' Lubrizol India Lid, 82'2 80'9 79'1 

32 Madru Refineriea Lid, 97'8 97'9 ga,. 

SS Oil a: Natural Gat Commislion 77'8 80'7 79'7 

TOTAL g6'6 95'9 95'9 

a.-iuU et P""'-'iuls 

114 ClemeDt Corporation 01' India 97'6 99'9 107'8 

35 Fertiliaen a: Cbemica1s (Tl Lid, 119'S 12"1 lIa'. 

36 Fertilian Corporation 01' India 11.'0 115'0 1!l5' I 

57 HindUitan Antibiotica Ltd, 190'9 103'9 11.'9 

-4832-Lt>-4. 



Sl. N_ or the EDterpriIa EzpeaIe Ratio i.e. % or COlt tI 
No. ale. to turnover (Det). 

1975-76 1976-77 1977-78 

,a HiDduatan IDIectiddea LId. 86'3 go'. 91'7 

59 HiDdUIWI SallI LId. 60'0 84'9 116'7 

to HiDduatan Organic CbemicaIa Ltd. 82'3 82·6 78 '4 

.1 Indian Drup A Pharmaceutuicala 93'9 94'1 &g.g. 

.... India Petro-Chemical. Corporation 60'9 67'. 49'9-

• 5 M..tru Fertilizer Ltd, 97' • gS •• &g'8 

44 Sambblll' SallI LId. 80·6 156'3 12+3' It 

TarAlo 103"5 IOf·. 108':r --- ---
(b) CAPITAL GOODS 

H-.1ll1rPuriv 
• 5 JIIwat Heavy Elecuica1s Ltd. a.' • 87'3 &g. I 

f6 Jlbant Heavy plate A V_b Ltd. 105'7 102'6. IDa'7 

47 Braithwaite A Co. (1Ddia) Ltd. 125· ... 180'11 113.6 

...a BrId.., A Roof Co. (1Ddia) Ltd • 110'7 99'0 99'9 

49 Burn StandlU'd coaapaDy LId. log'2 111'3 11211'5·· 

50 Heavy EDgineeri ... Corpo. Ltd. g6'7 95'7 15P lt 

51 Jeaop A Co. Ltd. 99'7 ga., 111'9-

51 MiDina A Allied MacbiDery Corpontioa LId. g6'8 ga'7 1131'0 

53 TriveDi Structunb Ltd. 97'0 99'· 99'7 

54 T~ Steel Products Ltd. ga'5 ga •• 95'5 

TorAL 90'0 911' 0 • 011"0-

M ..... ad Li,,,, a.,;-n., 
53 BalIlIeS' L~wrie A Co. Ltd. 97'9 F7 95'S 

56 Bbuat Dyumia Ltd. 97'9 ga'7 80·6, 

57 Bb_ BIectronica Ltd. go'9 &g·o 88" 

sa Bb_ Pumpo A Compresoc. LId. 108·8 1111'. II.'" ---_ .. _-
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Sl. N_f1ltbe~ s.pe..Ratio .... % '" No. COlt f1l aleo to tumcm:r 
(net) 

---------
1975-76 1976-77 1977-78 

59· Biecco Lawrie Ltd. lOll', loS', 141'11 

60. Central Elec:tnmics LId, 68S'S S,56'3 

61. Electroaics Corpa_ of IDclia giI'9 IK"' lOS' 7 

68. HiDd_ Cables Ltd, 911'9 &g', st'6 

is- HiDd_ Mac:biDe ToolJ LId. go'o go'8 9'8 

it- HiDd_ Te1epriD1II:n LId. 78'1 '.'6 80'0 

65· IIIItian Telephone IDdIlltriea LId, go'S 88'11 &g'6 
66. Iustrumenwion Ltd, IK'O 88'6 8!'9 
6,. National Iustrumentl Lid, ga's 117'· 135'7 

68. Praga ToaD Lid_ 100'. 91'S ga'5 
6g. Richudooa. &. CruddM (19711) 9"5 ga'8 lot'8 

gil". 91'! 

TRANSPORTATION EQ.UIPMENT 

70· Bbarat Eartll Maven Lid. 88-1 ag-9 91'S 

71• CmtnllDlaDd Water 'I'rpIpart Corpa. Ltd. '96'0 160-8 168,8 ,.. Gudm Ilaoch Sbipbuilden a: EqiDecn Ltd. , 99' 1 g8-8 99'S 

7S- Goa Sbipyard LId. 93'3 &g-, 10,'. ,.. HiDduItaP A~ Lid, 91,8 91-0 llII' 3 

75. HiDdIIItaD SJUpJard Lid. 86'7 go'S 86-, 

,&, Maapca Dock Lid, 93-11 go'3 100', 

77· ScaoIaI IDdia Lid. ISO, II 118,8 135.6 
,e, Coc:biD Shipyud Ltd. 117'3 3113' 9 

T_ 94'6 94'9 97'6 



81. Name rI the 1ID.,n.. 
No. 

(c)c.- ,., 

79. Bharat Opbtbalmic OJ.- Ltd. 
80, Hindllltarl lAta Ltd. 

8" Hind ...... PbotnSlroI MI'a. Co, 

~. Manclya National Paper MiUI Ltd. 
8). :\( ,brn B,lteris (India) Ltd. 

8.. ~~ti!),,&1 ~'..,print & PAper Milb Ltd, 

S}. R,"~~i\itation In:luItrieiCorporati!)Q Ltd. 

8S. Tannery & Po)twear expo, oIlndia Ltd. 

(d) Arro-6ul ~ 
87. B,n,,,,, & Fruit D,\Iel!)plll~t O'lrporation, 

8.1, National Seed. O~oa Lid. 

ag, Stalle Parms Oarporation Ltd. 

B, SBRVlOB ENTBRPJUSBS 

(a) n.IIv & "' ...... 

go, a.m- Corporation rllIaella Ltd. 

gl. Central Cotta., Indllltri. 0arpJa. 01 Inella 

gl, Oelltral Pisberls Corporation Ltd. 

9', Central Warebousiq Corporation 

94, Computer MUnIienallCle 0arparati0Il Led, 

95, ~ OIrporation rI Inella Ltd. 

gS. Blectro!lico Traie & TecbnO\OSY De., Oorpn, 

97, Poo:l Olrp<>rati!)Q or India 

9!!, IUI,T, In_tioIIaI Ltd. 

kpeaIe Ratio (i,e, % of COlt rI 
MIs to _ (aet) 

11175'76 1976-77 1977-78 

130'3 174'3 

91' I 8,·8 

99'3 9S'4 

9" 5 116·6 

98'6 gG·8 

9"4 !WS 

~,o·8 ~~9'8 

,04'S 146'9 

----100·0 '~'O --- ---

160,6 

95'S 

1°5'7 '~7'R 

gB·8 IOR'S 

88'1 88'1 

IOS'II 

94'4 118'9 

77'7 15' 3 

94'9 94'9 

97'S 97" 

99'8 99'9 

a.'. a.' I 

174'3 

9ll'6 

9S'4 

lOS" 

9S'9 

104'1 

,sS'1I 

160'11 

IOS'7 

.,0 
106'7 

110' I 

ag'l 

100'4 

144'9 

&"S 
800'00 

99. 6 

94'11 

99'9 
93. 8 
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SI. Name of the Entaprile 
No. 

EzpeaJe Ratio i.e. % of COlt of 
IaIeI to tumover (Det) 

1975-76 1976-77 11177-78 

99. HaDdicrafb '" HaDdloomI Ezpcn CmporatiomI of 
lDeIia Ltd. , 97'8 97'6 ga'lI 

100. IDdiaD MotiOD Pictures Export CorpD. Ltd. 100'0 68'0 60'0 

101. Jute ColporatiOD of lDeIia Ltd. ga'4 99'5 log'lI 

lila. Metal Scrap Trade CorporatiOD Ltd. IIS'8 RI'I S8'5 

lOS· Mica TradiDg CoIpD. of IDdiII Ltd, 99'9 ga'8 go'o 

IIIf. MiDeraII & Memll TradiDg Corp<ntiOD of IDdiII 
Ltd, 95'8 94'11 85'0 

105. Projeca '" Equipment CorpD, Ltd. 97'1 94'5 95'6 

106, Slate Chemica/l & Pharmac:euticall CorpD, ofIDdiII 95'0 96'11 

107, Sail IDtematioDal Ltd, 97' 7 95'OR S6,8 

108, Slate TradiDg CorporatiOD of IDdiII Ltd, ga'5 g6'9 96'4 
log, Tea TradiDg Corp<ntioD of India Ltd, 9,'0 g6'5 96 '6 

ga'4 97'6 11&1 

TRANSPORTATION SERVICES 

(a> .uR 

110, Air IDdiII g6'5 9,'0 go'o 

III. Air lDeIia Charten Ltd, 99'S 100'4 100'0 

1111, IDdiaD Airlines 911'6 8S'II go'l 

liS, IntenlatiODal Airporta Authority of India 64'4 76'1 64's 

(b) IF"'* 

114- Machul LiDes Ltd, III', 1111'8 IU'S 

115- ShippiDg Corpu, of India Ltd. 95'1 ga's 105'11 

95'11 93,8 95·9 

(c) CIoIInIIfI _ ~ s-.iIr 

116. IIiDdwtaII HouIiq r.-p LId. 114'4 117'1 lilli'S 

u7. HiDdUItaD Steel WCII'b CaaItrucIiIID Ltd. ga,o ga,o l1li'. 
uB. IndU Railway a..taliCtUl Co. Ltd. g6'11 
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BI.No. N .... e of die BIll ..... BlrpeaIeRatioioeo per ceDtapof 
COlt of aiel to turtlover 

(net) 

1975-76 19?6-77 1977"78 

119o Indian R.oad 00mtructiaD (bpa. IAIL 

1110. Mineral E>q>IoratioD Corpa. Ltd. 1"°0 81 08 86°9 

111 o National Building ConIIruction Carporatioa Ltd. ° 93°3 97°1 92°3 

III National Projects Coaatnrction Corporatioa '99°7 99° 6 

(d) Indu_trial Develepment &: TecheJlieal 
CoRluIIaDC)" Servi_ 

98'7 ga·o ga'l 

liS. Eqineen India Ltdo 115°5 So' 5 86·8 

114- J!Dsin-m. I'n!iect (India) Ltd_ 99°. 99'. 99°5 

115o MetaIIlfI1ic:aI &: Bngineertn, CoaIuItantll (IndIa) 
77'8 

Ltdo ° ° _ _ _ _ _ goo 0 goo I 

1116_ The National IndUltrial Devdopment Oarpn_ 87°6 9"5 153° 8 

1·7- Rail India Technical &: Bcao=dc Sem_ Ltdo 91°8 83. 8 81°. 

1.8_ Water &: Power DlMIopment CanlUltanq aem-
(India) Ltdo 65'3 80·8 7908 

93'9 95°3 95°. 

(e) o-a".., " SIIfIIII IIIIbubiu 

Ilg_ Nat1aaaI Small Indllltli.,. Corporation Ltdo 99°7 105'5 105°. 
99°7 

ISO- Delhi StaLe IndUllrial Development Oarpa. LId_ 99°7 ga06 

99°7 1011°. 
(I) T-ut s.n.;. 

lSI- Hotel Corporation of India Ltd. I .. -g 101°. 93° 1 
ISio India Tourilaa Development Oarparatioa Ltd. !1f"7 91'5 go .• 

TorAL 100·6 !W7 91° I 

(r) ""-Wl ...... 

ISS- 111m ~ Clarpantioa Ltd ,a-S 97° 1 a9°. 
IS+- HaaIIDg &: Urban DeveIopaeat CarparatIaa Ltd. 1CIf0a ''/'0-. 67-1 
ISS- Rural m-uatioa Oarpantion Ltd. !!D-S 8o-S 88°5 

TorAr. 61-0 8!-S lis ° & 
a.- ToNI. 97° a gII-, 
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4.6. Thus in 1976-77 and 1977-78 the expense ratio was more tllaa 
100 per cent in the case of 40 as much as and 56 undertakings, mostly 
in those industrial enterprises which had high under-utilisation or 
tot~ un-utilisation of installed capacities. 

'-7. The ahleDse of even minimal production and COlt control ..... 
wi4espread and DO note of it has been taken by the JDBIlaPIIlent of 
the _terprises or Government. The poSition durin, the year 1975-
'16 in relation to M Government Companies and 25 subsidiaries in 
respect of which reports were received by the c&AG from the 
Company ,Auditors in pursuanc:e of his directives could be summed 
up as follows:-

34 Companies did not achieve targets of production. In H 
companies there was no replar costing system. In a 
companies there was no system of ascertaining idle time for 
labour or machinery specifying the reasons therefor. 
In 28 companies consumption of raw materials was more 
than standardsJestimates. In 26 companies staadard costa 
for main products had not been fixed or standard costin, 
system not introduced. In 15 companies actual cost of 
production was more than estimated/standard cost. 

The Companies that suft'er from combination of most of these deft-
ciencies are (i) Beavy Engineering Corporation Ltd. (U) BindnstaD 
Zinc Ltd. (iii) Steel Authority of India Ltd. (iv) Indian Drugs and 
Pharmaceuticals Ltd. (v) Bindustan Machine Tools Ltd. (vi) National 
Instruments Ltd; (vii) Mining and Allied Machinery Corporation 
Ltd; (viii) Fertilizer Corporation of India Ltd; (Ix) Bridge and Roof 
Co. (I) Ltd; (x) State Farms Corporation of India Ltd; (xi) Bharat 
Coking Coal Ltd. The Committee would like to know what precisely 
were the steps taken aU these years to remove the de8dencies in these 
cases. """~ 

It is DO wonder that the ratio of cost of sales to sales is adverse In 
as many as 56 public undertakings in 1977-78 which can only be 
attributed to lack of production and cost control. ThIs has const· 
4erably eroded the proSts of the UndertaJdnp during 1977-78. 

4.8. It Is distressing that In this age when industrial 8dence and 
Management Science and Techniques have advanced very much, 
mismanagement and lack of scientific control are rampant and the 
activities of the public enterprUes are carried en in a haphazard 
mallJler. The Bureau of Public Enterprises and the Administrative 
MInistries who control everyihiDg that matters In the eDterprises are 
equally responsible for this miserable state of atrairs. It has therefore 
1teeome necessary that there should bl!' more than ODe Independeat 
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.,eDcy to examine the workiq of aU the enterprises as minutely u 
posaible in order to make a correct diagnosis aDd take prompt reme-
dial measures. Such independeDt ageDdes should be able to eolist 
the services of ecoDomists, teclmocrats, industrial scientists, soeio-
Ioarists etc., who are 1ID.CODDected with the private sector. The Com-
mittee have dealt with this question further elsewhere in tbis Report. 

(C) Monitoring aDd Appraisal 

4.9. The Bureau of Public Enterprises and the administrative 
Ministries have been mainta:ning a facade of monitoring the prog-
ress and performance of pUblic undertakings for several years. They 
have stated that in 1974, v8'l'ious reports, returns and other informa-
tion inflows to Ministries were reviewed by a Working Group and 
as a result the Bureau of Public Enterprises (vide their a.M. 
No. BPEIGL-00317511&B-16(4)172 dated 11-3-1975) introduced an 
Integrated Reporting System for more effectively monitoring ap-
praising the progress and performance of public sector projects 
'under construction' and 'on going' projects. For projects 'under-
construction' (including expansion schemes) total of eight quarterly 
reports were prescribed and for 'on going' projects a total of 4 
monthly, quarterly. half yearly or yearly reports were prescribed 
and the Ministries were asked to issue suitable instructions to pub-
lic undertakings under their control. 

4.10. The Committee found that the Bureau of Public Enterprises 
is not aware as to which of the Ministries have introduced the 
Management Information System, much less its effective follow-up 
and implementation. 

In this connection the Planning Commission in the Draft Five 
Year Plan 1978-83 has observed 18-4-1978 as follows:-

"Monitoring and evaluation machinery-organisation as well 
as systems, have not been adequately established at all 
levels .... The monitoring and evaluation system intro-
duced by the Bureau of Public Enterprises in consulta-
tion with Planning Commission in respect of Central 
public sector undertakings have begun to highlight closely 
the problem areas, even though it has not yet started 
working fully." 

4.11. 'l'be Committee are convinced that central to the problems 
dIKaIIed In the foret'oIng puqraP .... Is the failure of lIl8D8geJDent, a 
fader which remaiDs anaclmowledpd for obvious reaSODB. 'l'be fac-
tors that are the reIIIIlts of this laDue are instead hraeDly adnneed 
In npport of poor peIfonnanee. The Committee have been stressiDtr 
the Deed to have aD eIIldent· moaitoring aDd appraisalll)'Stem In their 
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various Reports e.g., 40th Report OD Bole and Achievement on public 
Undertaking. They note that a system has been introduced in 1975· 
whereby the performance of production enterprises could be review-
ed quarterly by the Administrative Ministries associating the re-
presentatives of Bureau of Public Enterprises and Planning Com-
mission. If only this has not been as perfunctory as it seems to be the 
position would not have been what it is now. It is strange that the 
. Bureau of Public Enterprises which is supposed to get the informa-
tion and be a participant in such reviews is not in a position to fur-
nish readily any details to the Committee. The Committee would 
like to know how the system was operated during the last three 
years with special reference to the problem units. 

'.12. The Committee regret that in spite of what has been stated 
in regard to the existing system of monitoring and appraisal the 
performance has been disappointed. A meaningful periodic review 
of production, consumption of raw material and utilization of man-
power and machinery as well as and cost and efficiency is a must. 
It is also necessary to varify the statements furnished by the enter-
prises independently through a specialised agency. The Committee 
have found that the figures of profits/losses of Public Enterprises 
thought OUt by the Bureau did not tally with those of audited ac-
counts. They have reasons to suspect that the data regarding con-
sumption of raw material, employment of casual workers and pro-
duction are not invariably accurate. 

'.13. The BEP has been maintaining a facade of monitoring. 
Obviously it is unable to cope with it. The Committee therefore are 
constrained to suggest that the public Sector Enterprises should be 
grouped based on their characteristics and nature of business and for 
each group of enterprises there should be a set up to oversee the 
functioning from very close quarters. The BPE should also be reor-
ganised as far as possible on the above lines. The Headquarters of the 
enterprises and as well of the groups of enterprises should be as 
closely situated as possible to their area of operation. 

'.U. The narration of facts relating to the delay in commeru:ement 
of production, under-utilisation of capacity, the lacunae in the systems 
of production and cost control, monitoring and appraisal as welt as 
the observations and conclusions of the Committee contained in this 
Report would convince anybody that all is not well and the position 
is far from what one . desires. Neither the Government nor the PH-
liameat can be a sUent spectator to this kind of disastrous situation. 
OInrIousIy one Cominittee of Parliament caDDot do jnstiee to the 
eumlDBtion of pub Be enterprises with their increasing number and· 
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4iY_ ..... of 8divitiee coyerille. wide ... ~ cal tIIe~. 
Tbe CoIIIIIIittee aUu:e their iacepiiaa ia 1'" CCMIIcl ex"'e .. far 
.ealJ' 56 .. te~_ IIIId the .num_ of enterpri8eB to ciaI' is over 1 ... 
Bealidq the imperative need to ....... ine _ enterpdie ...... _ 
Ja Ii y.,. tile Caauaitaee are iDevitabiy led te ncomDl ........ t tben 
_aid be • Parliamentary eo .... ittee au Public: UndertUinp UDder 
&he Speaker fer each Group of enterpn- orpnised in the _ 
.pec:i&ed earlier. Suc:h mutually exelusive rroups .hoaId atlellst lie 
Us witla .boat 2S Enterprises coming withiD the purview of each. In 
ether words in the place of the existiDr aue Committee there muat 
be atle .. t six iudependent Committees on Public: Undertakiap of 
Parliament with equal powen. 

4.15. The Committee further require the followlaa' to lie acW 
apon: 

(i) Government should bring oat a White Paper critleall7 
appralaing the functioning of the Public: Undertaldnp .... 
PHleDt It to Parliament within a period of six months In-
dic:ating the poaitiau separately for m_ufac:turing and 
Don-manufaetariug enterprises. This should elearly set 
out the measures propoeed to remove tbe deficiencies ander 
a thne bo.... propmme. 

(Ii) The Burean of Public: Enterprises shoald abo forthwith 
evolve an elfeetive monitoring and appraisal system in res-
pect of ..mee enterprises: trading enterprises ete. 

(W) The manapment ratios whiell shoaIcI _ indic:es for 
.... aa&iq the working of Public: Undertakinp from time 
to tbne .. already evolved fer produdion _terprbes .ad 
te lie noIveei for the nat ....... d lie b ....... t oat in the 
annual reports of the Bureau of Publir l:lllterpriaea. 

(tv) The perfonneaee appraisal reviews to lie takeD perlotlleall, 
should eover the defleienc:iea 111 tbe Iystem of eoatnl .. 
......... t .. t ia the repwts of tile C.lr.A.G. 

(v) The Annuallteports of the MInistries mould c:eMam detaII-
eel lnformatioD on tbe ovenD fanetioDlnr of PubUe Sedor 
Enterprlses. the result. of performance re.,.. .. d tIae 
ac:tioa taken on the basil thereof .. weD .. the improve-
menta made. 

(vi) All,. reviews either .., the Bureau" ...... ta ...... _ 
~ ... II1aIatriea .. are pub ....... III 6eir ....... ...... 
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s1aoaW clearly relate the acblevem_ta of Puhllc UadertM-
lap in dUlenDt sectors to the pIu aDticlpadoai IIotll ia 
reprcI to pD8l'IltioD of iateraal nsoare. aDd the value 
addecl. The PPI ia achievement Ihouid be bJcbUPW to 
iIdonD the wider pablie who are the real OWDen of 
these _terpriHa. 

(vii) 'l'be role of the Bureau of PubUc Eaterprises oeeds to be 
redefined. in order that it CIUl true)y functioo as a cleariq 
h')U5e of illfCll'llUltioo with aD in buDt system of feed back 
to the Public Undertakings, an able cO-OrdiDator where 
matters are of multi-disciplioary character. a critiQI but a 
constructive appraiser and a ruide. Tbia should include 
evolvbag of a system of iDcentivtls UtI dlameeotiVCII so that 
an concerned especially the maoagemeot of the PubUc 
Sector Enterprises would acquire a stake iD the sac ... of 
the Public Sector. The career advaocement of Executivee 
should be related to the performance of the units under 
them. 

(viti) The Government represeotativel 00 the Boards of Mana-
pm_t should be held personally responsible for any seri-
0lIl lapse aDd malfunctiooln, of the enterprises. unless they 
draw pointed attention of the Secretary aDd the Minister 
concerned without aDy lapse of time. In fact they ,boulel 
eJfectively represent the Governmeat.. a whole on the 
BoanI ht UIIfortunatel,. their preMDce in the BoanI has 
80 far lUCIe DO d.ifterenee. 

Nzw Da.m; 
April 8, 1979 
0iGimi16:TliC)1 (~ 

JYOTIR.MOY BOSU, 
C'hcirmc", 

Com~ em Public URClert4Jdngs. 
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APPENDIX I 

SummM'll of ccmcl1&licmliRecommenc:l4tio ---._---------
S. Para Conclusions/Recommendatioos 
No. No. 

123 

1 2.14 The extent to which the micro level planning 
and execution have been weak is evidenced from 
the tardy implementation of several projects. 
That the position should continue to be so even 
after two decades and a half ace the commence-
ment of the plan and in spite of successive ua-
mination by the Committee of individual under-
takings as well as horizontal reviews of all the 
undertakings shows that there is lack of political 
will and/or the management have yet to learn a 
lesson and acquire a will to ensure that the Public 
Sector is well organised. 

There have been enormous delays ranging 
upto 81 yellr9 in completion of several industrial 
projects. In some cases surpriaingly no original 
achedules of completion were set and in others 
these have been frequently revised. Even in 
llervice and other non-production enterprises 
there have been considerable delays in com-
mencement of busmeu or in their becoming func-
tional after their setting up. All this baa heeD 
attributed to procedural delays. defeetlve plan-
Ding, changes in site location, CODBtrainte of re-
IIOU!'CeS, delays in dedslon maldDg, acquisition 
of land, Ielection of contncton, execuUon of 
clvtl works and IUpply of equipment/material, 
DOD-IlvaUabllity of power and traIIIfer of .-eta 
u abo to belated appointment of cbief executives 
aDd Board of Dtreeton. Thus a clear concept of 
requtremeDta of projeeta and a well coordinated 
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endeavour to meet them at the implementation 
stage seem to have been singularly lacking. The 
result of this is clear for all to see, that is, need-
less cost escalation and postponement of realisa-
tion of benefits. The Admillistrative Ministries and 
the Bureau of Public Enterprises should there-
fore undertake an lndepth study of this problem 
in order to lay down fresh guidelines ea1culated 
to obviate recurrence of this phenomena. 

The malady of under-utilisation of capacities 
all these years i's quite glaring. The position if 
anything seems to have deteriorated during 
1977-78. This inference is inescapable from the 
detaOs brought out by the Committee. 

Unutilisation or under-utilisation of produc-
tion resources means a severe loss to the national 
economy. Total investment made by Centra] 
Government on industrial and commercia] enter-
prises amounted to Rs. 12,851 crores at end of 
1977-78. Huge amounts have been borrowed 
from foreign sources and the machineries pur-
chased thereby have been kept UDutililed or 
underutU1sed on the one hand and on the other 
hand there are heavy service charges on these 
foreign loans. These factors tend to cripple our 
economy. 

In the case of Heavy EnRfneering Corporation 
it Is Interesting to note that the production In 
its Heavy Machine Bundlng plant Is stated to 
have been diversified to manufacture mfnlng 
equipment whereas there fs already high under-
utilisation of capacity for such equipment In the 
Mining and Allied Machtnery Corporation. It Is 
also noteworthy that though a Dumber of units 
producing railway wagons II1frer from want of 
orders and have large un-utilfsed capacity. Gov· 
emmeDt have receDtly taken over the Mukameh 
Unit of Britarua Engtneerlng Co. and the under-
ta1dnp of the Arthur Butler Ir Co. "In order 
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to eD8UI'e continued manufac:ture of raDway 
wapa and other aWed goods." 

3.13 The re&IODS for the malady of UDutllised 
eapaelty are deeper than meet the eye. The Com-
mittee are left with the Impression that the pro-
cIw:!ttml plannin, management and control are 
DOt wbat tbeIe should be. The claim of the 
Government and cif. the B.P.E. in particular, to 
have atucUed the problem in depth and taken 
remedial steps is not at all bome out by any 
tangible results. The coDllequence of the utter 
neglect of this crucial area seems to be nobody'. 
responsibility. The Committee would, there-
fore, like to know what concrete steps were takeD 
In the units where the under-utilisation was more 
than 50 per cent and why the position should 
continue to be 10 bad. In this connection they 
desire to make it clear that there should be no 
queation of allowing expana10n of a line of pr0-
duction where the existing facility therefore in 
any undertaking remains under-utlliled to the 
eztent of more than 25 per ceat without vaUd 
reasons. ThIs should invariably be kept in 
mind at the time of acrutinistng investment pr0-
posals. 

4.'1 The absence of even minimal production and 
cost control aeems widespread and no note of It 
hu been taken by the management of the enter-
pr1sea or Government The position during the 
year 1~78 in relation to IK Government Com-
paDiea and 25 subsidiaries In respect of which 
reports were received by the CIAG from the 
Company Audltol'll in PUI'IIU8Dce of his dlreetlve. 
could be summed up .. follOWl:-

Sf Companies did not achieve targets of pr0-
duction. In 24 companies there was DO 
regular eosttng system. In 42 compaDies 
there was no system cif. ascertaining idle 
time for labour or madUnery speclfyiDg the 
reucms therefor. In 28 companies COD-
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sumption of raw materials wu more thm 
standard estimates. In 26 companies stand-
ard costs for main products bad not been 
fixed or standard costing system not intro-
duced. In 15 companies actual cost of pro-
duction wu more than estimated/standard 
cost. 

The Companies that suffer from combination of 
most of theae deftclmdes are: (i) Heavy Engi-
neering Corporation Ltd., (iI) Hindustan Zinc 
Ltd., (iii) Steel Authority of Inda Ltd., (Iv) 
lDcUan Drup and Pharmaceuticals Ltd., (v) 
HindustaD MachiDe Tools Ltd., (vi) National 
IDstnunents Ltd.; (vii) Mining and Allied 
Machinery Corporation Ltd.; (viii) Fertilizer 
Corporation of India Ltd.; (Ix) Bridge and Roof 
Co., (I) Ltd.; (x) State Farms Corporation of 
India Ltd.; (xi) Bbarat Coking Coal Ltd. The 
Committee would like to know what precisely 
wwe the atesll taken all these years to remove 
the deficiencies in these eaeII. 

It is no wonder that the ratio of coat of sal_ 
to sales is adverse in as many u 56 public under-
taJdnp in 19'71-'18 which can only be attributed 
to lack of production and cost control. This baa 
«lD8lderably eroded the proftts of the Under-
taldnp during 19'1'7-'IS. 

It is diatreIaing that In this age when Indus-
trial and Manapment Sciezu:e and Techniques 
have advanced very much, miamaDapmeDt anet 
lack of IIclentiftc control are rampant and the 
activities of the public enterprises are carried on 
in a haphazard manner. T!Je Bureau of Public 
Enterprises aDd the Administrative Ministries 
who control everythinl that matters in the en-
terprisel are equally responsible for thie miIer-
able state of atrail'8. It has therefore become 
neceuary that there should be more than one 
independent agency to examine the working of 
all the enterpri8el u minutely.. poutble fit 

---.. -.-
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order to make a correct diagnosis and take 
prompt remedial measures. Such independent 
agencies should be able to enlist the services of 
economists, technocrats, industrial scientists, 
SociolOgists etc., who are unconnected with the 
private sector. The Committee have dealt with 
this question further elsewhere in this Report. 

The Committee are convinced that central to 
the problems discussed in the foregoing para-
graphs is the failure of management, a factor 
which remains unacknowledged for obviO'Wl 
reasons. The factors that are the results of this 
failure are instead brazenly advanced in support 
of poor perlormance. The Committee have been 
stressing the need to have an eiBcient monitor-
ing and appraisal system in their various Reports 
e.g., 40th Report on Role and Achievement on 
public Undertakings. They note that a system 
has been introduced in 1975 whereby the per-
formance of production enterprises could be re-
viewed quarterly by the Administrative Minist-
ries associating the representatives of Bureau of 
Public Enterprises and Planning Commission. 
If only this has not been as perfunctory as it 
seems to be the position would not have been 
what It is now. It is strange that the Bureau 
of Public Enterprises which is supposed to get 
the information and be a participant in such re-
views is not in a position ot furnish readlly any 
detaUs to the Committee. The Committtee 
would like to know how the system WIIB operat-
ed during the last three years with apedal ref-
erence to the problem units. 

4.12 The Committee regret that in spite of what 
has been stated In regard to the existing system 
of monitoring and appraisal performance 11M 
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been disappointing. A meaningful periodic re-
view of production cons~tion of raw material 
and utilization of manpower and machinery IS 
well as and coat and efftciency is a must. It is 
also necessary to verify the statements fumished 
by the enterprises independently through a 
specialised agency. The Committee have found 
that the figures of profttsllosses of Public Enter-
prises brougllt out by the Bureau did not tally 
with those of audited acoaunts. They have rea-
SODs to suspect that the data regarding CODIWDp-
tion of raw material, employment of casual 
workers and production are not invariably 
accurate. 

The BPE has been maintaining a facade of 
monitoring. Obviously it is unable to cope with 
it. The Committee therefore are constrained to 
suggest that the public sector enterprises should 
be grouped based on their characteristics and 
nature of business and for each group of enter-
prises there should be a set up to oversee the 
functlonin, from very close quarters. The BPE 
should also be reorganised 88 far as possible on 
the above linea. The Headquarters of the enter-
priMa .. well of the groups of enterprises should 
be as closely situated to their area of operation 
as pouib1e. 

The narration of facts relating to the delay 
in commencement at production. under-utilisation 
of capacity, the lacunae in the systems of pro-
duction and cost control, monitoring and apprai-
sal al weD as the observations and conclusions 
or the Committee contained in thl. Report would 
eonviDee anybody that all fa not well and the 
position II far from what one desirel. Neither 
the Government nor the Parliament can be a 
silent spectator to this kind of disastrous situa-
tion. Obviously one Committee of Parliament 
cannot do justice to the Examination of Public 

.-----~---
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enterpriel with their inereasiDg number and 
diverse nature of activities covering a wide spec:-
trum of the ec:onomy. 'l11e Committee since 
their inc:eption in 1~ c:ould examine 80 far 
only 54 enterprises and the number of enter-
priIes today is over 180. Realising the impera-
tive need to examine an enterprise at least cmc:e 
in 5 yelll'8 the Committee are inevitably led to 
recommend that there should be a Parliamentary 
Committee on Public Undertaking under the 
Speaker for each group of enterprises organised 
in the manner speclfted earlier. Such mutually 
exclusive groups should atleast be six with about 
25 Enterprises coming within the purview of 
each. In other words in the place of the exist-
Ing one Committee there must be atleut IilI: 
independent Committees on Public Undertakings 
Of Parliament with equal powers. 

The Committee further require the following 
to be acted upon:-

(1) Govemment should bring out a White 
Paper c:r:Itically appraising the function-
ing Of the Public Undertakings and pre-
.nt it to Parliament within a period of 
Iix months Indicating the position sepa-
rately for manufacturing and nOD-
manufacturing enterprillel. This should 
clearly .t out the measures propo.ed 
to remove the deficiencies under a time 
bound programme. 

(11) Tbe Bureau of public enterpriles should 
alIO forthwith evolve an eftective mona-
torint and appraiaal system In rapect 
of service enterpri8es, trading enter-
prises etc. 

(ill) The management ratios which should 
be the indices for evaluating the work-
Ing of Public Undertaldngs from time to 
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time as already evolved for production 
enterprises and to be evolved for the reat 
should be brought out in the annual 
reports of the Bureau of Public Enter-
prises. 

(iv) The performance appraisal reviews to 
be taken periodically should cover the 
deficieneies in the system at control as 
brought out in the reports of the C. " 
A.G. 

(v) The Annual Reports of the Ministries 
should contain detailed informaticm OD 
the overall functioning of Public Sector 
~te~rises,thereaultsofpe~~ 
reviews and the action taken on the 
basis thereof as well as the improve-
ments made. 

(vi) Any reviews either by the Bureau of 
Ente~rises or by the Ministries as are 
published in their annual reports should 
clearly relate the achievements of Pub-
lic UDdertaldngs in different sectol'll to 
the plan anticipations both in regard to 
generation of internal resources and the 
value added. '!'be gaps in achievement 
should be highlighted to inform the 
wider public who are the real owners of 
tbeIe enterpri8es. 

(vii) The role of the Bureau of Public 
Ebterprises needs to be redefined in 
order that it can truely function as a 
clearing house of information with an 
in-built system of feed back to the Public 
Undertakinp, an able coordinator where 
matters are of multi-dilciplinary charac-
ter, • eritical but a constructive app!'af-:-
ser and a guide. This should include 
evolving of a system of incentives and 

---- -----------
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disincentives 80 tbat all concerned 
especially the management of the Pub-
lic Sector Enterprises would, acquire a 
stake ill the success of the Public Sec-
tor. The career advancement of Execu-
tives should be related to the perform-
ance of the units under them. 

(viii) The Government representatives on 
the Boards of Management should be 
held persGnal1y responsible for any 
serioUs lapse and malfunctiOning of the 
enterprises, unless they draw pointed 
attention of the Secretary and the Minis-
ter concemed without any lapse of time. 
In 'fact they should effectively represent 
the Government as a whole on the Board 
but unfortunately their presence in the 
Board has so far made no diftereDce. 

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