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INTRODUCTION 

1. the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf. 
present this Fifth Report on Action -Taken by Government on the re-
commendations contained in the 96th Report of the Committee on 
Public Undertakings (Seventh Lok Sabha) on Rehabilitation In-
dustries Corporation Ltd!. 

2. The 96th Report of the Committee on Public Undertakings 
(1983-84- was presented to Lok Sabha on 30th April, 1984. Rep-
lies of Government to all the recommendations contained in 'the 
Report were received by 14th November, 1984. The replies of Gov-
ernment were considered by the Action Taken Sub-Committee of the 
Committee on Public Undertakings on 1st August, 1985. The Com-
mittee considered and adopted this RepoJ;t at their sitting held on 
1st August, 1985. 

3. An analysis of the action taken by Government on the recom-
mendations contained in the 96th Report (1983-84) of the Com-
mittee Is given in Appendix II. 

NEW DELHI; 

August 7, 1985 
Sravana 16, 1907 (Saka) 

K. RAMAMURTHY. 
Chairman, 

Committee on Public Undertakings. 
\ 

(vii) 



CHAPTER I 

REPORT 

This Report of the Committee deals with the action taken by 
Government on the recommendations contained in the Ninety-Sixth 
Report (Seventh Lok Sabha) of the Committee on Public Under-
takings on Rehabilitation Industries Corporation Ltd. which was 
presented to Lok Sabha on 30 April, 1984. 

2. Action Taken notes have been received from the Government 
in respect of all the 31 recommendations contained in the Report. 
These have been categorised as follows:-

(i) Recommendation!observatiol1s that have been accepted 
by Government: 

Sl. No.3, 4, 7, 8,11,16,17,19,20,22,24-27 and 29. 

(ii) RecommelUiations/observations which the Committee do 
not desire to purs';!R in view of Government's replies: 

Sl. Nos. 1, 5, 6, 14, 15, 18, 23 and 28 . 

. (iii) Recommendations/observations in respect of which repliefl 
of Government have not been accepted by the Committee: 

Sl. Nos. 2, 9, 10 and 30. 

(iv) Recommendations/observations in respect of which final 
replies of Government are still awaited: 

Sl. Nos. 12, 13, 21 and 31. 

3. The Commit~ desire that the final replies in respect of recom-
mendations for which only ,interim replles have been given by the 
Governmmt, should be famished to the Committee expeditiously. 

The Committee will now comment upon the Action Taken by 
Government on some -of their recommendations. 
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A. Aims and objectives of R.I.C. 
Recommendation (SL NO.2-Para 1.15) 

4. The Committee had pointed out that although it was in 
November, 1970 that the BPE had! requested all the Ministries to lay 
down objectives and obligations for each public enterprise under 
their administrative control, it was only recently that an exercise 
had been started by the Company in this regard. The Committee 
hoped that the objectives and obligations as envisaged by BPE 
would be finalised expeditiously and approval of the Ministry 
obtained. 

5. In their reply, Government have stated that the broad objec-
tives of the Corporation have already been laid down in the Memo-
randum of Association. The Office Memorandum dated 3rd Novem-
ber, 1970 of the Bureau of Public Enterprises had envisaged 
laying down broad principle's for determining the precise 
financial and economic obligations of the enterprises in 
the matters such as creation of various reserves. the- extent. to which 
enterprises should undertake the responsibility of self-financing, the 
anticipated returns on capital employed on the basis of working out 
national wage structures and pricing policies. Since the RIC has been 
incurring losses from its inception in 1959, it was not possible for it 
to create various reserves, nor there could be any return on capital 
employed. The extent to which the Corporation could undertake 
responsibilities of self-financing could not be determined on account 
of continuow. cash losses being incurred every year. The entire working 
Of the Corporation was reviewed by the Government in 1981 and 
specific targets both physical and financial for the period from 1981-
82 to 1990-91 were laid down _ The extent to which the Corporation 
would need financial support from Government as well as raise funds 
from commercial banks was also laid down. 

6. It has also been stated that once the Corporation was able to 
reach brealc-even stag-e. it might be possible to lay down obiectives 
as envisaged in the above said Office Memorandum of the Bureau of 
'Public Enterprises. 

7. The Committee are not !ll8tlllfied with the renlv of the Govem-
ment that it may be nos~ih1e to IRV down the obiPC'tlves as envillRl"ed 
in the Memorandum of the Burelm of' Public Enlern"!le~ 'S"Illed in 
November, 1970. once the Cornot'lltlon ill able to reach h1'ellk-even 
stlt!!e. Aoah-t hom the MemCWMtdmn of A~flQq ~ 1he 
broad obtediv~ of the COl'1)Oration awoe ~"'C1 tn ","v .......... k;,.. -"-n. 
t1H'b 1"Ihlic unc1ertakinJ: Ie also requiml to 'formulate its detailed or 
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macro objectives and a statement of its physical and financial objec-
tives and get the same approved by the Administrative Ministry in 
consultation with the \Ministry of Finance, as per the guidelines 
issued! by the BPE iD 1970 and reiterated :n 1979. As already pointed 
out by the Committee in their original recommendation, there hIlS 
been a lack of decision even in regard to the basic approach of the 
Company in its functioning,e.g.:t was only from 198L-82 that attempts 
were made to adopt a commercial approach. The Committee are sure 
that it would not have been so had compreheDSive aims and objec-
tives, both physical and financial, been laid down in the first instance. 

8. The Committee would also like to emphas:se that in order to 
make a periodical evaluation of the performance of the CorpomtilJu 
meaningful, it is necessary to lay down in advance well-defined and 
clearly stated physical and financial obje«ives. The CORtlRittee, there-
fore, reiterate the .. earlier recommendation and desire that a compre-
hensive statement of the objectives of the Corporation be prepared 
and got approved by Ministry without any further delay. If oetle!i-
sary, guidance of the Bureau of Public Enterprises may be obtained in 
this regard. 

B. Recovery of Loans 
~n (81. No. '-Para 2.46) 

9. The Committee had found that there had been inordinate de-
lays in taking action for the recovery of the loans. For instance, in 
the case of one concern from whom an amount of Rs. 42.73 lakhs 
was outstanding and which did not pay even the first instalment in 
time it wlls after 7 years of the default in payment that a legal notice 
was issued. Even thereafter, no prompt follow-up action was taken 
except issuing again a solicitor's notice and that too, 4 ye'dCS after 
the earlier notice. The claim of the Company was pending with the 
Commissioner of PaYments as the debtor concern bad since been 
nationalised. In another case, legal action for realisation of outstand-
ing dues against the concern which had failed to pay even the first 
instalment was initiated after 8 yearS· of the default. No action was 
also taken for default in repl1vment of dues amounting to Rs. 13. 08 
lakhs by 8 Cooperative Societies till they stopped operations and went 
into liquidation. The Committee had observed that tbe machinery 
which existed in the Company for the recovery of loans was not eft'ec-
tive and there had been Jilck of seriou~ efforts to recover the loans 
from the defaulting parnes. As a result. the Comtlanv was likelY to 
suffer a loss of ove~ Rs. 100 13.ldts on thi~ activity. The fact that tbe 
Company failed to recover the amount due even from th~ societie<; 



ill which 11 acuvely participated in management was wdicative 01 
the failure of the officers to sateguard the interests of the Company. 
1 he Committee hoped that the cases of outstanding dues would be 
vIgorously pursued to effect 1"ecoveri~ as far as possible. 

10. In their reply, Government have stated that all possible and 
reasonable steps were taken recourse to by the RIC. Out of the total 
principal amount of Rs. 119.51 lakhs, the Corporation had recover-
ed an amount of Rs. 25.17 lakhs upto 31-3-1983 leaving a balance of 
Rs. 67.34 lakhs as outstanding. Of this, the major portion amount-
ing to Rs. 42.91 lakhs (principal) was outstanding against three 
loanee parties which have already been nationalised by the Govern-
ment and claims have been filed before the Commissioner of Pay-
ments. Two of the Cooperative Societies against whom loan amount 
of Rs. 8.62 lakhs (principal) was outstanding had gone into liquida-
tion and the claims were pending before the official liquidators. Two· 
of the Cooperative Societies, which were now a part of RJC and 
against whom a loan amount of Rs. 5.18 lakhs (principal) was out-
standing, were running into losses. Therefore, an amount of Rs. 59.46 
lakhs as principal and Rs. 46.49 lakhs on account of interest had to 
be provided for In the accounts as doubtful of recovery upto 
31-3-1983. It has been stated that legal action has been initiated 
against six parties. Agreements have been entered into with two 
loanee parties who are repaying tlle outstanding loan in instalments 
along with interest. Senior officers of the Corporation are now re-
viewing the debt cases for recovering the dues to the maximum extent 
possible. ... . ,." •. 

11. The Committee are distressed to note from the reply of the 
Government that an amount of Rs. 59.46 lakhs as prncipel and Rs. 
46.49 lakhs on account of interest had to be provided for in accounts 
a~ doubtful Of recoverv upto 31st March, 1983. This reveal~ a very 
alanninl( state of affairs. The Committee would, the~ore. like that 
the pidelines for Jtl1lnt and recovery of loans should be careful1y 
reviewed and the lacunae, if any, in the proeedure should be identi-
&eel with iii view to takini suitable action to ensure that the procedure 
for sanction of loans and recovery thereof are streamlined so as to 
obviate any chances or loans sanctionecl by the Company beiRg treated 
as doubtful debts. 

12. The Committee need hardly point out that it should be the 
primary respoDSI'billty and com:em of tt..: Como ... ~ wbich is bani 
pressed for funds to recover the outstand'ng loans WIthout any los!! of 
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.time as recovery of the loans will not only help restore confidence in 
the financial health of the Corporation but also facilitate the fin~ 
ef lesouI'ces (Or implementation of the current and pending schemes. 

C. Industrial Estate Management 

Recommendation (81. No.9, Para 3.28) 

13. The Committee had point~ out that the Company's per-
formance in the matter of Industrial &tate Management has been 
disheartening. Large areas of land (181 acres) were taken over on an 
ad hoc basis without a proper assessment of the need and over 60 
per cent of the acquired land (112 acres) was not put to any use and 
was surrendered to the State Government after a lapse of 14 to 15 
years. The objective of providing employment to displaced persons 
was also served to a limited extent as the lessees provided employment 
to only 582 displaced persons as against the commitment made for 
employment of 1626 displaced persons. The Company, in spite of 
.the directive issued by the Government, failed to take measures to 
~ that the commitment made for employment of displaced persons 
was effectively enforced. 

14. The Government, in their reply, have stated that after 
making over possession of the sheds to the lessees duly fulfilling the 
primary conditions, it was not easy for the RIC to evict them from 
the Industrial Estate for non-fulfilment of DP employment quota. 
As regards shortfall in employment of displaced persons by ten-
ants of the Industrial Estate, the Government have stated that as 
already explained in replv to the recommendation at SI. No.1, Para 
1 . 14, the tenants could not employ the anticipated number of dis-
placed persons mainly because of non-availability of skilled workers 
from amongst displaced persons. 

15. The Committee m-e not satisfied with. the reply Of the Govern-
ment. In the opinion of the Committee tbere wa~ lack of due atten-
tion and .,....,per plann~ on the part of the Comnnv for the utni!'l8-
tion of large areas of land taken over from the State Government. As 
a result, o'!er 66 per cent of the land was not PUt to anv use and wa~ 
s"l'rendered back to the State Government after a lapse of 14 to 15 
years. Government have not given any inform"tion to explain how 
such a situation W8.'i allowed to J)I'I'Sist 10, ve3O"i toO'ptbpr. The Com-
m~ee feel that there w!as no proper mo"itorinl!. Th .. Committee hope 
that the company and the Govemment wm takp a lesson from ftt'" 
for future and ensure proper monitr.-inl! and tlmel~' reviews of V~OIl'! 
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IJdaemes iD future so tbat delays in taking timely ~tive ~ 
could be f'limjnpted 

D. ln4ustriaJ Est(lte Management-Recovery of rent and Electricity 
Charges 

RecoouneDtiOil (81. No. lD, fara 3.29) 

16. The Commi1teehad .noted that the agreements entered into 
with tlle lessees for the industrial estates were defective as these did not 
provide for an enabling clause for revision of rent/licence fee with the 
result that the rent enhanced !:>y the Company in accot'dance with the 
Government of India orders could not be recovered {lind it had to suffer 
a loss C1f Rs. 29.37 lakhs on this account. Even in case of lease agree-
ments executed with some lessees from December, 1974 onwards which 
contained a clause enabling the Company to enhance the rates of -rent, 
no recovery of enhabced rents was made from them. Worse still, a 
large amount of rent and electricity charges amounting to Rs. 40.75 
lakhs as on 31-3-1983 remained outstanding against the lessees out of 
which Rs. 10.63 lakhs were considered as doubtful debts and were 
provided for as such in the accounts. 

17. In their reply, Government have stated that the management 
of RIC could not initia1iy foresee the trouble that might crop up in 
enhancing the rent subsequently. The RIC had'been making all out 
efforts for out of court settlement for realisation of outstanding dues 
l#Illicably, The Corporation had also taken legal action against many 
of the tenants and the cases again~t them are still pending in the Courts. 
The Corporation is also now taking necessary pr~cautions to safeguard 
its interest in future. The sheds are now let out orrly to Government 
agencies and to priv&lte parties after obtaining 18 months advance rent 
and a bank guarantee for the amount equal to 18 months' rent. 

18. The Committee are not satisfied with the MinMry"s reply that 
"the management of RIC cou.kI not initially foresee the trouble' !bat 
might crop up in enhancing the rent soMequentIy." The Committee are 
di~tressed to observe dlat a basic and vital requirement of proViding an 
enablinr. d~nase in the 8jUeE'rneDts for periodic revision of rentllicence 
fee was lost sight of by.aU concerned officers whilt- entering into agree-
DH'nto; with the parties. The COIBDlittee are in no position to eomment 
,~hether this was a case of oVersight or a delibertlte 0IIIhii0n to benefit 
tbe partie<;. As a result of tU lapse. the Govenunent SIdfered' a loss t9 
the extent of Rs. 29.37 JaI;.h.o;. Over and above this, t. large amoant of 
rem and dt'ctricity charges amounting to Rs. 40.'15 lakhs aJso'.remained 



7 

outstanding as ou 31-3-1983, out of which Rs. 10.63 Iakhs were coa-
sidered as doubtful debts. The Committee recommend that this matter 
should be thoroughly probed into with Ia view to fixing responsibAity 
for failure to take care of the elementary legal reqwrement of provid-
ing an enabling clause in the agreement for enhancement of rentl 
licence fee snbsequentl,y. The Committee would like to be apprised ot 
tbe result of the enquiry and also the action taken thereon. 

19. The Committee also hope that the cases pending in the Courts 
against the tenants for the realisation of the outstanding dues would be 
vigorously pDl'SDed by the Company and all out elorts made to recover 
aD the outstanding dues at the earliest. 

20. The Committee are also constrained to observe that had vigo-
rous ~Iorts been made from the very beginning and the Company had 
ex(\rcRI some firmness in recovering IleIlt and electricity charges, the 
amount of doubtful debts on tills account couId.have been kept to the 
minimum if not avoided 81togetbdr. 

E. Surplus Manpower 

Recommendation (SI. No. 24, Para 5.24) 

21. The Committee were informed by the Managing Director of 
the Company that question of extent of surplus manpower had been 
considered by the Boa1"d of the Company recently and complete identi-
fication of excess matpower would be made within six months' time. 
They hoped that this exercise would be completed as promised and the 
surplus manpower employed productively on other jobs. 

22. In their reply the Ministry haVe stated that the Management of 
the Corporation has been requested to complete the work of identifica-
tion of surplus staff both at Head Office and in units also and work out 
a time-bound scheme for rationalisation of manpower including volun-
tary retirement/retrenchment, giving reasonable tenninal benefits. 

23. 1be Committee would like to be informed whether the work 
of identificallion of surplus staff both at Head Office and jpl units has 
been completed by the Corporation. If so, what was tbe magnitude Df 
the surplus manpower and what further action bas been taken in re~rd 
to the surplus manpower being employed productively on other jobs. 

P. Econnmic viahilit" of the Company 

Recommendation (81. No. 30. Para No. 6.21) 

24. The Committee had noted that the Mipjstry expected that the 
Company would reach a zero loss figu1"e by the end of the year 1982-83 
However, according to the later assessment of the Compllny, it was 
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expected to reach break-even point only in 1985-86 and that too pro-
vided there was restructuring of the capital and unfavourable debt-
equity ratio was suiUflly altered. The Committee were informed that 
the entire working of the Company including the progress of implemen-
tatIOn of the original revitalisation plan and the modified projections 
were under consideration of the Department of Rehabilitation. The 
Committee had desired that the delibenttions by the Department should 
be expedited and measures taken to ensure that the Company became 
SOOn an economically viable unit as otherwise it wouqd be difficult to 
justify its continuance any longer. 

25. In their reply, the Ministry have stllted that they have yet to 
finally decide on the future of the RIC since economic viability of this 
multi-product unit appeared difficult to attain. However, the perfor-
mance was reviewed from time to time and steps to make improvements 
were taken. During 1984-85 production targets had been fixed at 
Rs. 7.50 crores f4> against out-put attained at Rs. 3.50 crores in 1983-
84. 

26. It has been further stated by the Ministry that seeing the trend 
of performance from April to June 1984, it was hoped that the Corpo-
ration would be able to achieve the targets of production/sales fixed 
for the current financial year. The performance of the Corpor!ltion 
was, however, being kept under constant watch by the Board of Direc-
tors as well as by the Department of Rehabilitation. 

27. The Committee regret to note that the Government were yet to 
fiDally decide on the future of the RIC even though the:v themselves 
,,'ere of the new thlat 'the economic viability of this multi-product unit 
appears difficult to attain'. The Committee desire that a final decision 
in this ~ should be taken witbout further delay. The Committee 
reiff-rate their origina) recommendation (S. No. 30. ~ 6.21). They 
need not point out that uncertainty about future of the Corpora"", k 
bound to aIIect the morale of its officers and emplovees a1t~ tba~ wiD 
not be conducive to its proper function:ng. 



CHAPTER n 
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 

GOVERNMENT 

Recommendations (SI. Nos. 3 and 4) (Para Nos. 1.16 and 1.17) 

In regard to objectives of the Company, the Committee are unable 
to al!Tee with the ,iew expressed before them that it was very difficult 
for the Company to achieve the twin objectives of finding employment 
for refugees and at the same time to be an economically viable unit.· It 
has been conceded that there were various other schemes for looking 
after the rehabilitation of displaced persons. If, in spite of these 
schemes,. the Government decided to set up Rehabilitation Industries 
Corporation as a Company under the Companies Act, it was supposed 
to function on commercial lines and should have been managed as an 
economically viable concern. The Committee are of the opinion that 
working of the Company on commercial lines wa.~ not incompatible 
with its objectives of providing employment to the displaced persons. 
As pointed out by the Departmental Committee appointed by the 
Ministry in 1974, an industrial undertaking which is viable is in a better 
position to provide the kind of meaningful rehabilitation to the displaced 
persons. The fact that there has been improvement in the performance 
of the Company during the last two years shows that the Company could 
be made a viable concern. Evidently, it has not been managed well 
earlier. 

The Committee desire that effective steps should now be taken to 
ensure that the Company becomes soon an economically viable unit as 
otherwise it would be difficult to justify its continuance as a Govern-
ment Company under the Companies Act. 

Reply of the Govemment 
The Committee's observations have been noted. 
[Ministry of Labour and Rehabilitation, Department of Rehabilita-

tion O.M. No. 7!5!84-Desk (RIC) dated 14-11-84] 
Recommendation (SI. No. 7) (para No. 2.46) 

There had been inordinate delays in taking action for the ~overy 
CIf the loans. For instance, in the case of one concern from whom an 

9 
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amount of Rs. 4Z.13 lakhs was outstanding and which did not pay even 
the first instalment in time it was after 7 years of the default in payment 
that a legal notice was issued. Even thereafter, no prompt follow-up 
action was taken except issuing again a solicitor's notice and that too, 
4 years after the earlier notice. The claim of the Company is now 
pending with the Commissioner of Payments as the debtor concern 
has since been nationalised. In another case, legal action for realisa-
tion of outstanding dues against the concern which has failed to pay 
even the first instalment was initiated afer8 years of the default. Yet 
in another case, no action was taken for default in repayment of dues 
amounting to Rs. 13.08 lakhs by 8 Cooperative Societies till they stop-
ped operations and went into liquidation. The reasons advanced for 
the inordinate delays in realising the dues are hardly convincing. The 
Committee regret to note that the machinery which existed in the 
Company for the recovery of loans was not effective and there had 
been lack of serious efforts to recover the loans from the defaulting 
parties. As a result, the Company is likely to suffer a loss of over 
Rs. 100 lakhs on this activity. The fact that the Company failed to 
recover the amount due even from the societies in which it actively 
participated in management is only indicative of the failure of the 
officers to safeguard the interests of the Company. The Committee 
have been assured that the senior officers of the Company are now 
reviewing the debt ca~es from time to time and taking effective steps for 
recovery of the outstanding dues. They hope that the matter would 
be vigorously pursued to effect recoveries as far as possible. 

Reply of the Gol'ftDllleDt 

As regards recovery of loans from the parties, it may be stated that 
all possible and reasonable steps were taken recourse to by the RIC. 
Out of the total principal amount of Rs. 119.51 lakhs. the 
Corporation bad recovered an amount of Rs. 52.17 lakhs upto 31.3.83 
leaving a balance of Rs. 67.34 lakhs as outstanding. Of this. the 
major portion amounting to Rs. 42.91 lakhs (principal) was outstand-
ing against three loanee parties which have ~y been nationalised 
by the Government and claims have been filed before the Commissioner 
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of Payments. Two of the Cooperative Societies against whom loan 
amount of Rs. 8.62 lakhs (principal) is outstanding had gone into 
liquidation and the claims are pending before the official liquidators. 
Two of the Cooperative Societies, which are now a part of RIC and 
against whom a loan amount of Rs. 5.18 lakhs (principal) was out-
standing, were running into losses. Therefore, an amount of RB. 59.46 
lakhs as principal and Rs. 46.49 lakhs on account of interest had to be 
provided for in the accounts as doubtful of recovery upto 31-3_1983. 
Legal action has been initiated against six parties. Agreements have 
been entered into with two loanee parties who are repaying the out-. 
standing loan in instalments along with interest. Senior officers of the 
Corporation are now revi~wing the debt cases for recovering the dues 
to the maximum extent possible. 

[Ministry of Labour and Rehabilitation, Department of Rehabilita-
tion Q.M. No. 7/5 / 84-Desk (RIC) dated 14-11-84] 

Comments of the Committee 
(Please see paragraph Nos. 11 & 12 of Chapter I of the Report.) 

Recommendation (s. No.8) (Para No. 2.47) 
The Committee find that in the case of powerloom cooperative 

societies, despite the fact that the Company was the sole supplier of 
raw materials, sol~ selling agent of finished products and has also 
assumed the responsibility of supervising the activities of the societies, 
the Company was likely to lose the entire amount of outstanding 108118 
and advances of Rs. 98.02 lakhs on account of poor performance of 
the societies. The societies are stated to have suffered losses as due 
to dearth of funds the Company could not feed them with requisite raw 
m~erials, etc. reSUlting in payment of idle wages. Having decided to 
set up these societies and having taken over the responsibility of supply-
ing raw materials and marketing of products etc., it was expected df 
the Company to provide necessary inputs. The Committee hope that 
in case the Company decides to energise the powerlooms again after the 
licences are tran(!ferred to them, effective stepS would be taken to IIUIb 
them viable. . 

Reply of the Government 
The matter relating to transfer of license in the name of RIC is 

pending with the Registrar of Cooperative Societies. Meanwhile, the 
Corporation is supplying raw materials to the Powerloom Cooperative 
Societies. All possible steps are being taken to ste up production 
and improve the marketing net work. The question of revitalisation 
of these societies is linked up with that of the Corporation as a whole. 

[Ministry of Labour and Rehabilitation, Department of Rehabilita-
tion Q.M. No.7 /5/84-Desk (RIC) dated 14-11-84] 
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Recommenclation (8. No. 11) (para No. 3.30) 

The Committee regret to note that in spite of instructions issued by 
the Ministry in pursuance of the report made by the Board of Rehabili-
tation in 1968 to the effect that the Company should take immediate 
steps f(lf recovering the outstanding dues from the defaulters and to see 
that the commitments made for employment of displaced persons is 
effectively enforced, no concrete measures were taken in this direCtion. 
They have been informed that legal action has now been taken against 
some of the tenants for the realisation of the outstanding dues and in 
some other cases out of court actions have been initiated. The Com-
mittee hope that there would be no further laxity in this regard and all 
out efforts will be made to recover the dues. 

Reply of the Government 

The Corporation is making vigorous efforts to recover outstanding 
dues from the tenents. 

[Ministry of Labour and Rehabilitation, Department of Rehabilita-
tion O.M. No. 7 /5/84-Desk (RIC) dated 14-11~84] 

RecommendatiOn (S. No. 16) (Para No. 4.54) 

The production performance of the various units presented a dismal 
picture. It was not until 1980-81 that the installed or attainable 
capacity of variolL'! units had been fixed. The Committee could get 
110 s9tisfactory explanation for this failure. Even with reference to 
capacity fixed lately, out of 13 running units the capacity utilisation in 
1982-83 in 12 of them wa~ below 60 per cent and in 3 of tltem it was 
even less than 30 percent. The production wa~ far below even the 
m!!ets fixed every year. As against the present break even point of 
Rs. 18 crores the annual production ranged from Rs. 53 lakhs to Rs. 170 
lakhs during 1973-81. Even after belated implementation of the 
mitalisation plan in 1982, the value of production w.as Rs. 6.86 crores 

in 1982-83 and this has again slipped to anticipated Rs. 5.30 crores 
In 1983-84. Not only the productiOn was low but the products 

manufactured were in manv cases of inferior quality and of out-dated j . . 
deq~s. There was 81<0 lack of n,ualitv control. Tn one of the Fruit 
c!ln~in~ units of the Company a loss of Rs. 1.37 lakhs was incurred 
as the Pine Apples slices exported to three part;es were found to be 
unfit for human consumption. The Committee view with concern the 
txnr pe!formance of the Company resulting from mismana1!ement, 
lacJc of foresightedness and business prudence. They desire that effective 
~~asures be taken to inc"ease the production in these units at least to 
the break even le,·el at the earliest. 
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Reply of the Government 

The recommendations of the Committee have been noted for 
guidance. Efforts are being made towards making the beSt- ~e of 
human resources by increasing production gradually so as to re_dLlce 
the cost of producticll and make the products both competitive and 
better in quality. Norms at shop-level and targets of production are 
laid and reviewed from time to time. 

[Ministry of Labour ;:md RehabiEtation Department of Rehabilita-
tion O.M. No. 7/5/84-Desk (RIC) dated 14-11-84] 

Recommendation (S. No. 17) (Para No. 4.55) 

The sales performance of the Company was equally bad. There 
was heavy accumulation of finished goods on account of failure 
to make proper m:Jrke, >.tudy and to produce goods as per demand. 
Accumulated stoch had to be disposed of at heavy losses. For 
instance,_ 19126 pairs of shoe~ were sold in December, 1973 at an 
incredibly low price i.f'. of about Rs. 4 per pair on an average 
Similarly, the handloom products worth Rs 7.20 lakhs had to be 
disposed of in 1971-72 at U;lUS 11ally high rebate of 45 per cent. The 
canned fruit worth Rs. 3.78 lakhs had to be written off as the3c had 
deteriorated in quality on account of long storage. The Committee 
are distressed to find that the marketing and production planning left 
much to be desired. They would stress the need for qualitative 
strengthening of the sales and marketing organisation of the Company 
to ensure that the Company is able to sell what it produces. 

Reply of the Government 
The recommendation of the Committee that there is need for 

qualitative strengthening of the sales and marketing side to ensure that 
the Company is able to sell what it produCies, has been noted for 
guidance. . 

The Corporation has already started making efforts to organise 
a marketing net-work. The main problem is that of textiles. The 
Corporation has participated in different handloom expos and ex-
hibitions not only to reduce the stock holding but also to popularise 
its products. It has atso started oroducing polyester suitings and 
shirtings, turkish towels and furnishing fabrics with imoroved designs 
keepirig in view the demands of the marlret as al!;liinc;t traditioaal 
eritton dhoties and sarees. A Marketing Officer has been appointed 
for textiles to improve the sales-performance of the Comuanv. 

Ministry of Labour and RehahilHMion ~rtment of'Rebahilita-
tion O.M. No. 7!5/84-Desk (RIC) dated 14-11-84] 
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Recommendation (S. No. 19) (p1Il'8 No. 4.57) 

Tho labour productivity was exceedingly low in various units. 
The value added per man month was far .below the average emolu-
ments. In handloom units in 1980-81, the value of production per 
worker was only 15 per cent of the average wages. It is distressing 
to find that little effort had been made until. recently to improve 
labour productivity by taking up production of high value items re-
quiring manual skills and to train the workers for doinJ such jobs. 
Had this been done earlier, the manpower available to the Company 
would have become an asset instead of being a liability. The Com-
mittee desire that at least now there should be conscious planning to-
wards making best use of human resources so that the Company is 
able ta reduce its cost of production and its products are competitive 
in the market. 

Reply of the ~vemment 
The recommendation of the Committee has been noted for guid-

ance. Efforts are being made to make best use of the human re-
sources by increasing production gradually so as to reduce the cost of 
production and make the products of the Corporation competitive in 
the market. Nonns at shop-level are fixed and reviewed from time to 
time. 

[Ministry of Labour and Rehabilitation Department of Rehlabilita-
tion O.M. No. 7/5/84-Desk (RIC) dated 14-11-84] 

Recommenclation (S. No. 20) (para No. 4.63) 

The Committee find that there are several deficiencies in the costing 
>8Ild cost control system. In spite of the fact that some of deficiencies 
in cost control had been pointed out by the C&AG in his reports since 
1979, they are sHU persisting. The Committee desire that an effi-
cient cost and control system suited to the industrial and commercial 
activities of. the Corporation be introduced early by the Company 
takins into account the various deficiencies pointed out by the c&AG. 

Reply 01 the Government 
No standard costing system and system of reconciliation between 

cost and financial accounts bas been introduced so far. The deficiencies 
pointed out by the Comptroller & Auditor General in his report :relat-
ing to laying down of norms of wastage and rejection, system. of re-
cording idle time for labour and machinery etc. have been noted 
and a~ being introduced by the Corporation. 

[Ministry of Labour and Rebabilitation Departm.ent of Rcliabilita-
tion O.M No. 7/5/84-Desk (RIC) dated t 4-11-841 



R.ecommeodation (S. No. 22) (para No. 5.22) 

The Company had suffered on account of organisational defi-
ciencies and lack of proper manpower planning. There had been. 
frequent changes in the top management. During a period of 8 years 
from 1973 to 1980 there were as many as 5 changes in the incumbents 
to the post of Managing Director. There is no gain saying that such 
frequent changes at the top level adversely affect the performances of 
any organisation. There has to be a careful selection of the top ex~ 
cutive<' to ensure continuity in top management for a fairly long period. 
There was also lack of experienced persons in senior level positions. 
Some of the units were headed by persons without any technical 
qualifications although the job content of the units was of a technical 
nature. Regrettably even after this deficiency had been pointed out 
by a Departmental Committee in 1971 no serious efforts were maoe 
for qualitatively strengthening the mous units ;by induction of ex-
perienced officers. The Committee were a~~ured by the Secretary of 
the Ministry that with appointment of new MD there were changes 
in the senior level positions and these were now being held by quali-
fied fY.!rsons. The Committee hope that the new team would be able 
to take effective measures to progressively improve the performance 
of the Company. 

Reply of the Government 

The present management team is making all out efforts to pro-
gressively improve the performance of the Corporatiol,l. 

[Ministry of Labour and Rehabilitation, Department of Rehabilita-
tion O.M. No. 7/5/84-Desk (RIC) dated 14-11-841 

Reeommendation (S. No. 24) (Para No. 5.24) 

The Committee were informed by the Managing Director of the 
Company that question of extent of surplus manpower had been con-
sidered by the Board of the Company recently and complete identifi-
cation of excess manpower would be made within six months' time. 
They hope that this exercise would be completed as promised and the 
surplus manpower employed productively on other jobs. 

Reply of the Govemmenit 

the Management of the Corporation ha~ been requested to com-
plete the work of identification of surplus stat! both at Head office and 
in units also and work out a time-bound scheme for rationalisation 
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of manpower including voluntary retirementire*renchment, giving 
reasonable terminal benefits. 

[Ministry of Labour and Rehabilitation, Department of ~ehabilita
tion O.M. No. ?'j5/S4-Desk (RIC) dated 14-11-84] 

Comments of the Committee 

(Please see paragraph No. 23 of Chapter I of the Report) 

Rec:ommeodatioo (S. No. 25) (PaIra No. 5.25) 

During the evidence, the Secretary of the Ministry made a point 
that employment of untraiaed displaced persons was partly responsible 
for low productiVity and consequent losses. The Committee teel that 
on-job training though useful is not sufficient. They would, therefore, 
like to stress that some employees from each trade may be provided 
opporturuty to receive short term training in the Proto-type Deveiop-
ment-cum-fraining Centre or Industrial Training Institutes to enable 
them to improve their skills. Those who receive such training facilitie.> 
may on return impart those technical skills to other persons of the 
Company in that trade. 

Reply of the Government 

The recommendation of the Committee has been noted for guid-
ance and possibility of providing training to improve the skill of the 
workers in other institutions is being explored. 

[Ministry of Labour and Rehabilitation, Department of Rehabilita-
tion O.M. No. 7/5/84-Desk (RIC) dated 14-11-84] 

Recommendlldon (s. Nos. 26 and 27) (Para Nos. 5.26 and 5.27) 

During their visit to some of the units the Committee observed 
that most of the operation, especially in the Foot-wear Unit and Fruit 
Canning Units were done manually· The Committee feel that if some 
mechanisation is introduced in repetitive jobs, the production would 
increase. The quality would also improve; thus making goods com-
petitive in market. 

The Committee would also like the Company to explore the possi-
bility of deriving benefits or collaborating with well-known organisa-
tions engaged iri Research and Development activities relating to the 
operations of the Company with a view to improve the technology 
cmplO)ed in its variolls umts. 
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Reply of the Government 

The recommendations of the Committee have ~'~;;Jl noted for 
guidance. Efforts are being made to improve the quality of the prlr 
ducts and to make them competitive in the market. 

[IvIini3try of Lab.:>Cif 1!I'~d Rehabilitation Departtnent of Rehabi-
litation O.M. No.7 /5/84-Desk (RIC) dated 14-11-84] 

Recommendation (S. No. 19) (para No. 6.20) 
The Ministry also failed to discharge properly its function of 

monitoring and reviewing the performance of the Company. Although 
6 Committees were set up at different times to undertake detailed 
technical and financial appraisal of the working of the various units 
of the Company, it is regrettable that most of the recommendations 
of the Committee were not implemented defeating the very purpose 
of appointing these COllIDlittees. Further, in-sp:te of clear instructions 
is~ued by the BPE in 1969 and 1975 for holding the performance 
review' meetings, no such meetings were held till 1981. Even during 
1981 and 19R2, the review meetings have not been held every quarter 
as required under the guidelines issued by the BPE in 1975. The 
Committee regret to note that the Ministry fail to discharge this im-
portant function in spite of the fact that the Company was incurring 
huge losses since inception and its regular performance appmisal was, 
therefore, all the more necessary. The Committee hope that at least 
in future the performance of the Company will be keQt regularly under 
review or the basis of reports received under the Management Infor_ 
mation System as well as by ho1ding action-oriented quarterly review 
meetings. 

Reply of the Government 

The Committee's observations have been noted. The performance 
of the Corporation .is being kept under constant review on the basis of 
monthly reports being received under the Management Information 
System and by holding performance review meetings regularly at 
Ministry level. 

[Ministry of Labour and Rehabilitation Denartment of Rehabili-
tation O.M. No. 7/5/Po4-Uesk (RIC) ddect 14-11-84] 



CHAPTER m 
RECOMMENDA nONS WHICH TIlE COMMITIEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 

R.ecommeocIatio (s. No.1) (para No. 1.14) 
The Rehabilitation Inciustries Corporation was set up in 1959 

with the main objective of providing employment to the displaced 
persons from East Pakistan (now Bangladesh) through industrial 
development. The number of displaced persons employed by the 
Company was, however, only 2609. Even taking into consideration 
the indirect employment provided to the displaced persons by the 
partie, to whom loans or industrial sheds have been given by the 
Compltly, the number Of persons who had found direct and indirect 
employment through various activities of the Company was only 
5296. Considering the magnitude of the problem, the Company has 
Ihlls played a very limited role in providing employment to the dis-
placed persons. On the other hand, the Company had in the process 
in(".urred a colossal loss of Rs. 29.23 crores upto the end of 1982-83, 
as a~a;mt the paid lip capital of Rs. 4.11 crores. 

Reply of the ~t 

The Rehabilitation Industries Corporation is an industrial orga-
nisation. The employment potential in such an organisation depends 
on the level of production, sales and expansion of its activities. Since 
the Corporation had been incurring losses year after year ever since its 
inception in 1959, it was obviously not possible to set up more units 
to create more emphlyment opportunities. Moreover, the Corporation 
is a multi-product unit and each unit is small in size and turnover, 
which do n"t allow reaping the economies of large scale production. 
Despite losses. efforts have been continued to maintain the employ-
ment level. 

The Corporation had also advanoed loans to private enterpre-
neure<> on the condition of employment being given to stipulated 
number of displaced persons. 25 loanees fulfilled the conditions relat-
ing to employment of displaced persons. Others could not do so boo 
cause of closure of the factories of the loanee parties cawed by labour 
unrest, shifting of plant and machinery. voluntary liquidation, paucity 
of orders etc. SimilarlY, the tenants of industrial estates of the Cor-
poration also could not employ the anticipated number of displaced 

18 



19 

persons mainly because of non-availability of skilled workers from 
amongst displaced persons. 

[Ministry of Labour and R.elbabilitation Department of. Rehabilitation 
tation O.M. No. 7J5J84-Desk (RIC) dated 14..11-84] 

Recommendation (S. No.5) (para No. 2.44) 

The Company had been carrying on 3 main activities viz. industrial 
estat" management and running of industrial and commercial activities. 
financing, indu5trial estate management and running of industrial and 
commercial actiivties. Under the scheme of fin&ln.cing the Company 
granted loans to industrialists etc. to help set up new industries and to 
expand existing ones with the object of creating more employment 
potential for displaced persons. The various criteria to be considered 
while granting loans were the security offered, employment potential to 
be cre!lted, viability and technical soundness of the schemes, compe-
tence and integrity of the loanee industrialists, etc. During the period 
1959-60 to 1971-72 the Company disbursed loans to 43 loanees to the 
extent of Rs. 119.51 lakhs after which the activity was confined to the 
recovery thereof The performance of the Company in regard to this,' 
activity has been disappointing. It failed to enforce the condition of pro-
viding employment to the displaced persons as committed to by the in-
dustrialists, the number of displaced persons actually employed being 
2105 as against the commitment of giving employment to 4679 per-
sQ.ns. The recovery of the loans from the loanees ha~ aL~o been ex-
tremely poor. As against an amount of Rs. 119.51 lakhs disbursed 
to various parties an amount of Rs. 115.47 aakhs (Rs. 66.55 lakhs 
on account- of principal and Rs. 48 .. 82 lakhs as interest accrued 
thereon) remained outstanding, out of which an amount of 
Rs. 105.95 lakhs was considered doubtful debt and provided for a'l 
such in the accounts. 

Reply of the Government 
Out of total of 39 lolfnee parties, 25 p~ies fulfilled the conditions 

relating to employment of displaced persons. This is indicative of 
the fact that the Corporation had been making necessary efforts to 
realise the objective of securJng employment of displaced ~ns 
through the loanee parties. The rem~g parties could not fulfil 
this ccndition due to circumstances arising out of closure of soine 
factories of those parties caused by bbour unrest, voluntary liquida-
tion,. paucity of orders, necessitating retrenchment etc. 

As regards recovery of loans from the parties, it may be. stated 
that an possible and reasonable steps were. taken recourse to by the 
RIC. Out of the total principal amount of Rs. 119.51 lakhs, the Cor-
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poration had recovered an amount of Rs. 52.17 lakhs upto 31-3-1983 
leaving a balance of Rs. 67.34 lakhs as outstanding. Of this, the 
major portion amounting to Rs. 42.91 lakhs (principal) was outstanding 
against three loanee parties which have already been nationalised by 
the Government and claims have been filed before the Commissioner 
of Payments. Two of the Cooperative Societies against whom loan 
amount of Rs. 8.62 lakhs (principal) is outstanding had gone into 
liquidation and the claims are pending before the official liquidators. 
Two of the Cooperative Societies, which are now a part of RIC and 
against whom. a loan amount of Rs. 5.18 lakhs (principal) was out-
standing, were running into losses. Therefore, an amount of 

Rs. 59.46 lakhs as principal and Rs. 46.49 lakhs on account of interest 
had to be provided for in the accounts as doubtful of recovery upto 
31-3-1983. Legal action has been initiated against six parties. Agree-
ments have been entered into with two loanee parties who are repaying 
the outstanding loan in instalments along with interest. Senior officers 
of the Corporation are now reviewing the debt cases for recovering 
the dues to the maximum ·extent possible. 

[Ministry of Labour <1'ld Rehabilitation Department of Rehabili-
tation O.M. No. 7/5j84-Desk (RIC) d~ed 14-11-841 

Recommendation (S. No. 6) (para No. 2.45) 
Fr0m the facts stated above, the Committee cannot help concluding 

that there had been no proper appraisal of the loan apj51ications to 
ensure credit worthiness of the parties and soundness of pro'ects before 
granting them the loans. 

Reply of the Govemment 
All the loan applications were scrutinised to the maximum extent 

possible before the loan was actually sanctioned. The loans were 
sanctioned mainly for setting up small industries and small business 
venturcs. It has been checked that various factors of the proposed 
scheme such as availability of basic raw materials; power supply, 
transport arrangements and labour, techno-econornic viability, expected 
tum-aver, profitability etc., were clearly brought out. Apparently. at 
the time of sanctioning the loan, the Corporation could not visualise 
that some of tbe industries!cooperatives would later develop pecuniary 
troubles, labour problems etc. 

As regards recovery of loans from the loanees, the position has 
been exolained in reply to paras 2.44 and 2.46. . 

[Ministry of LaboI,lr and Reh~o;l;tlltion Denllrtrnent of Re~ta
O.M. No. 71S184-Deak (RIC) dated 14-11-84} 
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RecommeDdation (S. No. 14) (Pab No. 4.52) 

The Committee arc unhappy at the poor performance of the indus-
trial and commerical units of the Company. AIl the units with the 
exception of one had incurred hefllvy losses and are mainly responsible 
for the cummulative loss of Rs. 29.23 crores·suffered by the Company 
upto the end of 1982-83. The Committee find that the various units 
were set up/taken over from the State Governments without any plan-
ning and without giving any thought to their techno-economic viability. 
For instaru:e, the 5 handloom units which have at;;counted for a sub-
stantiall part of the total loss were taken over from the Government 
of West Bengal and run as factory units when admittedly such units 
are normally run as a cottage industry or as cooperative societies. 
Strangely enough, the Company decided to run these centres initially 
for a limited period and then to hand them over to the cooperative 
societies -a decision which could not be subsequently implemented 
owing to agitation launched by the workers and staff against such a 
Transfer. The Committee would like to point out that the 0b-
jective of providing employment to displaced persons was not neces-
sarily served by giving them direct employment but could well be 
achieved by being an instrument for generation of employment. They 
see no reason why the handloom units could not be organised as c0-
operative 'Cmm the very beginning and the required managerial and 
financial inputs provided to them. Had this been done much of the 
,1osses incurred by the Company on !l;;count of running them as factory 
units could have been avoided. 

Reply or the Government 

Initially, the Corporation's activities were confined to granting 
financial assistance to private entreprene~lrs for setting up industries 
in and around refugee concentrated areas for creatin!!; avenues of 
emolovment for di~rlace1 person~. Subsequently, it ~as found that 
thi .. had not resulted in adequ'tt~ fulfilment of the expectations in 
reeard to the emolovrncnt of disolaced persons. Therefore. emphasis 
was shifted to th; establishment of industrial estates and setting up of 
industries by the Corporation of its own. 

Regarding fonnation of Handloom units into cooperatives or re-
turning to West Bcm~al Government, it may be stated that neither 
the State Government was agreerble to take them back nor was it 
possible try convert tltem into cooperatives because of stiff resistance 
by the workers of these units. 
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Now, diversification in production has been made by introducing 
bigh valued products i.e. polyester shirting, suiting, furnishing fabrics, 
turkish towels etc., in the Handloom units. 

[Ministry of Labour and Rehabilitatio~ (Department C1i Rehabi-
litation) O.M. No. 7/5/84-Di:sk (RIC) dated 14-11-84] 

Recommendation (S. No. 15) (para No. 4.53) 

The Committee also find that not only these units as well as other 
units were set up without proper planning but even subsequently no 
steps were taken for their reorgrmisation. As far back as 1972, the 
Ministry had decided that in view of heavy losses being incurred by the 
Company a thorough reorganisation was needed and with this end in 
view it was wnsidereu necessary to close down the units which were 
commercially not viable and which had on prospects of being made so 
in future and instead to develop new product oriented units on the 
advice of qualified technicians/consultants. It i s distres~ing to find 
that no serious effort~ were made to reorganise the various units to 
make them viable SI'l decided. It should not have been difficult to do 
so without sacrificing the objective of keeping persons in- employment 
as they could have been absorbed in the new organised units. The Com-
mittee would like to be informed of the reasons for this failure result-
ing in heavy loss uf public funds. 

Reply of die Government 
The main problem before the RIC has been the Handloom Units. 

Any reorganisation involved delinking of these units from the RIC 
either by closing thcm or forming them into Cooperatives. This could 
not be done because the West Bengal Govt. was not agreeable to take 
them over nor were the workers agreeable to the formation of these 
units into cooperatives. Since 1972-73, six units viz., Sleeper Factory 
at Jagdalpur, Automobile workshop at Behala, Fuel & Service Station 
at Behala, Electrical Ancillary unit, Ceramic unit at Ranaghat and 
Tent Making Unit at Behala, have been dlosed. 

With a view to diversifying its products, the Corporation has set 
up the Project DivisiOil during 1975-76. A substantial part of the over 
all turnover of the Corporation is now being contributed by the Pro-
ject Division. It also serves as a feeder to the Engineering units of the 
Corporation particularly the Sukumar Engineering Works unit. The 
production in the Handloom units has also been diversified by changing 
of looms and spindles to produce high value added items like polyester 
blended cloth and furnishing fabrics etc. Trading in textiles has also 
been taken up as a measure of diversification both for the purpose df 
seeking marketing and increasing the turnover of the Corporation. 
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The Corporation, however, continues to incur losses mainly be> 
cause of the Handloom Units, which had to be continued be run by the 
Corporation under the Factory set up, with heavy over-head expenses 
and over-staffing in some of the units. 

[Ministry of Labour and Rehabilitation (Department of Rehabilita-
tion) O.M. No. 7/5/84-Desk (RIC) dated 14-11-84} 

Recommendation (S. No. 18) (Para No. 4.56) 

The Company also suffered on account of ineffective cost control. 
Most of the products were sold below cost and in some cases the sale 
price did not cover even the direct cost (material and Ilabour). Amaz-
ingly there were instances in leather works units where the sales value 
of production was even lower than the value of materials consumed. 
Thus, it would have been more economical to pay idle wages than to 
produce. 

Reply of the Govemment 

The Leather Works unit sustained losses because of poor perfor-
mance which Ifgain was mainly due to inability of the Corporation to 
generate internal resources for meeting its working capital require-
ments; acceptance of orders at ,lower rates to keep the unit going; non-
availability/dearth of raw materials of requisite specifications; increase 
in overhead expenses; unscheduled and prolonged power cut and 
enhancement of wages and dearness allowance. The unit wm., how-
ever, kept going not to avoid payment of idle wages but to heNe 
entry in the market as an approved supplier by accepting orders, some-
times at lower rates. Now the production has increased to a great 
extent and the company is securing orders at competitive rates. 

Norms are being fixed in the light of guidelines laid down by the 
Bureau of Public Enterprises. 

[MiniStry of Labour and Rehabilitation (Department of Rehabilita-
tion) O.M. No. 7/5/84-Desk (RIC) dated 14-11-841 

Recommendation (S. No. 23) (Parra No. 5.23) 

While on the one hand there was lack of experienced persons ali the 
senior levels, on the other hand the Company had suffered on account 
of excessive overheads. No detailed analysis CYf the lTImpower require-
ments of the units and Head Office was made. The, total expenditure 
on salaries and allowaloces of officers and staff during 1982-83 was of 
order of Rs. 1.05 orores as against Wage Bill of Rs. 1.16 crores for 
industrial workers. The Secretary of the Ministry conceded during 
evidence that the staff at the headqumrers was more than required. 
The Committee find that a Review C0mrnittee on the working of the 
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Company had observed as early as in 1975 that the headquarters staff 
of the Company wI*' highly excessive and no commercial undertaking 
with a low out tum like this Company could afford such disproportion-
ate load a[ administrative overheads. The Committee regret to note 
that but for a few half-hearted attempts, no serious efforts have been 
mille over the years to rectify this position. 

Reply of the Govemment 

In an effort to m>tructure the organisation set up, about 10% of 
the staff was transferred from Head Office to various units. Recently, 
about 100 staff/personnel were converted into workers. The Head 
Office expenditure also includes expenditure on such staff as in fak:t 
are working at different places such as sales, security and engineering 
staff. Their names are included in the pay-roll of Head Office. The 
Head Office expenses !Ire still on the high side as compared to the 
expenses on staff and workers in the production units. It is expected 
that with the increase in activities of the Corporation, the exc{'ss man-
power would be absorbed g·radually in phases to the extent possible. 
The Board a[ Directors of the Corporation has &!lso imposed a totllli 
ban on recruitment of non-technical staff except in extreme compas-
sion"lte cases. i.e. employment of sons, daugNers etc: of the persons 
dying in harness. 

[Ministry of Labour and RehabiliWdon (Department of 
Rehabilitation) O.M. No .. 7/5 /84-Desk (RIC) dated 14-11-84] 

Reconunendation (S. No. 28) (para No. 6.19) 

The Committee regret to note that the Company had been incur-
ring 10$""< r'l"t;·;U'l"rl,. <i"c'.! iflception and the accumulated losses at 
the end of the year 1982-83 were a staggering figure of Rs. 29.23 crores. 
Considering the way in which the Com any had been mlUlaged since the 
beginning nothing better could be expected from it. Apart from the 
failure of the management, the Ministry of Rehabilitation could not 
also be said to have discharged its responsibility towards the Company 
unde-r its control. One of the contributory f(f;:tors for the losses of the 
Company was paucity of funds. In view of the heavy losses suffered 
by the Company it faced severe resources constraints forcing it to 
curtail production and consequential heavier losses. It was expected 
of the Ministry to take timely measures for providing adequate financial 
support if it was convinced of the need for continulfnce of the Com-
pany. The Committee regret to note that even after the Companv ao-
proached the Government in April, 1977 for restructurinl! its capital in 
view of heavy losses suffered by it, it was Dot until November 1981 that 



the Ministry became alive to the need and took measures for revitalisa-
tion of the Company. In the meantime, the Company went further into 
the red and the losses which were Rs. 880.74 lakhs upto 1975-76 went 
up to Rs. 2616.07 lakhs by the end oi 1980-81. The Committee 
could find no satisfactory explan~don of this lack of timely decision III 
regard to revitalisation of the Company which could hav.: helpt:d in 
'feducing the heavy losst:s of the Company. 

Reply of the (;overnment 

The heavy losses incurred by the Corporation cannot be attributed 
to paucity of funds alone. Besides funds released in the form of equity 
participation, and doans fOr capital expenditure for purchase of balanc-
ing machinery of equipment. Government released loans for working 
capital also year after year keeping in vkw the production programme, 
of the Corporatiun. The Corporation could not, however, supplement 
this financial assistan::e by generating a:';.:~"ate funds, internally like 
quick clearance of stocks of firiished goods, timely recovery of loans 
1rol11 loanee parties and re<.liisation of rental dues and electricity and 
water charges 'irom tenants of the industrial estates. Due to ,ite prob-
km of marketing the'textile goods, accumulation of sto;:ks touk place 
with the result thllt ·re-cycling of available working capital could not 
be possible to the extent envis~ged. These problems were aggravated 
hy high proportion of over-head cost due to surplus staff and redundant 
workers in various units of the Corporation. who could not be retrench-
ed due to human and other labour problems. Consumer oriented pro-
duct~ of the Company whiCh had to face a highly competitive market 
and rl!nning of the H~tl1dloom Units under Factory set up with henelits 
like guaranteed minimum wage. variable D.A., bonus, kave travel 
concession, leave salary, gratuity etc. proved very difficult. MoreovC'r, 
commercial organisation is norl1l~t:Iy expected to finan::c its working 
capital requirements from Commercial Banks under cash!credit 
arrangements. Despite this, Government has been advancing working 
capitalloWns to the RIC inspite of losses being incu~red by it year after' 
year. According to the 198 I revitalisation plan, the Corporation was 
expected to meet its working capital requirement from commercial 
banks from 1982-83 onwards. But. sinCe the Corporation could not 
measure upto expectations as there was severe erosion of capital on 
account of continuous losses, Government had to release further work-
ing capital loans during 1982-83 and onwards amounting to Rs. 65 
lakhs during 1982-83, Rs. 72 iakhs during 19r13-84 and Rs. 210 lakhs 
during 1984-85 (upto 31-7-1984). 
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As regards the question of restructuring its c"'Pital base, it may be 

stated that the matter was considered by Government and it was felt 
in 1981 that increase of equity beyond the existing limit would be in-
consistent with the net block base of about Rs. 1.50 crores <Yf the Cor-
poration. Looking into the inadequate av~ilability of cash for repay-
ment of loan and servicing debt charges, and also having agreed to 
release working capital loan to the Corporation from time to time in 
order to keep the production line going. conversion of any portion of 
outstanding loan into equity was not considered necessary. Moreover, 
such enhanced equity would not have represented any tangible asset. 
Therefore, Government decided to give financi"'l relief to the Corpo-
ration by making all Government loans outstanding against the Corpo-
ration on 31-3-1981 interest free "from 1-4-1981 to 31-3-1986 and by 
granting. moratorium on repayment of instalments of all those lohlls 
till 31-3-1986. 

[Ministry of Llitlour and Rehabilitation Department of 
Rehabilitation O.M. No. 7j5j84-Desk(RIC) dated 13-11-84] 



CHAPTER IV 

RECOMMENDA nONS IN RESPECT OF WHICH REPLIES OF 
r..oVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

Recommendatio.ns (S. ·No. 2, Para No. 1.15) 

The Managing Director. in his evidence before the Committee 
admitted that the Company acted until recently as a relief 'organis-
ation following the path of dole-oriented culture. It was only from 
1981-82 that attempts have been made to turn the corner and to 
adept a commercial approach. The Committee are surprised to find 
that there has been lack of decision even in regard to the basic ap-
proach of the Company in its functioning. It would not have been so, 
h~lj comprehensive aims and 06.iecti~es of the Companv been laid 
down. Although it was in November, 1970 that the BPE had re-
quested all Ministries to lay down objectives and obligatioIi> for 
each public enterprise under their administrative r.ontrol. It is only 
recently that an exercise has been started by the Company in this 
Tegard. The Committee hope that the obiectives and obligations. as 
envisaged by BPE would now be fim.rlised expeditiously and a ap-
proval of the Ministry obtained. 

Reply of the Government 

The bro~'d objectives of the Corporation had already been laid 
down in the Memorandum of Association. The Office Memoran-
dum dated 3rd November, 1970, of the Bureau of Public Enterprises 
referred to in the Report of the Committee on Public Undertakings 
envisaged laving down broad principles for determining the precise 
financial and economic ohligations of the enterprises in the matters. 
such as creation of various reserves, the extent to which enterprises 
should undertake the responsibility of self-financing, the anticipated 
returns on capital employed on the basis of working out narional 
wage structures and pricing policies. In this connection, it may be 
stated that since the 'RIC has been incurring losses from. its inception 
in 1959,'itwas not po~sib\e for it to create various reserves, nor there 
could be any return on capital employed. The extent to which the 
Corporation could undt"rtakc responsibilities of self-financing could 
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not be determined on account of continuous cash losses being incurred 
every year. The entire working of the Corporation was reviewed by 
the Government in 1981 and specific targets both physical and fin-
ancial for the period from 1981-82 to 1990-91 were laid down. The 
extent to which the Corporation would need financial support from 
Government a~ wcn as raise funds from commerci"q banks was als(\< 
laid down. 

Oncc the Corporation is able to reach break-even stage, it may 
he pmsihle to lay down objectives as envisaged in the Office Memo-
randum dated the 3rd November. 1970. of the Bureau of Public 
Enterprises. 

[Ministry of Labour and Rehabilitation Department of Rehabilitation 
O.M. No. 7!5184-Desk (RIC) dated 14-11-84] 

Comments of the Committee 

(Please see paragraph Nos. 7 & 8 of Chapter I of the Report). 

Recommendation (S. No.9. Para No. 3.28) 

The Company's performance in the matter of industrial estate 
management has been disheartening. Large areas of land (181 acres) 
were taken over on an arlo hnc h3~is without pnmer a~sessment of the 
need. Over 60 of the acquired 1,1:1d (] 12 a:res) was not put to anv 
use' and was surrc)ldered to the State Government, after a lapse of 
14 to 15 years. The objectives of providing employment to the dis-
placedl persons was also served to a limited extent as the lessees pro-
vided employlnent to only 582 displaced persons as against the com-
mitment made for employment to 1626 displaced persons. Inspite 
cf the directions issued by the Government. the Company failed to take 
measures to see that the commitments made for the employment of 
disolaced persons was effectively enforced. 

Reply of the Gonrnment 

After making ov~r possession of the sheds to the lessees duly 
fulfiIlin!! the orimarv conditions. it was not easv for the RIC to evict 
them from the Industrial Estates for non-fulfilment of D. P. employ. 
ment quota. As regards shortfall in employment of displaced persons 
by the tenant of Tndustrial Estate~. the position has been expla.iD~ 
hi para 1.14. 
[Ministry of Labour anel Rehabilitation Department (>f Rel,anilitl1tloll 
, O.M. No. 7!.c;'R4-D-:-sk (tUC) dated 14-11-841 

Comments of the Committee 
(Please sec paragr:lph No. 15 of chapter I of the Report) 
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Recommermation (S. No. 10 Para No. 3.29) 

The Committee arc surprised to note that the agreementsenteted 
into with the lessee~ were defective as these did 'not provide' for" ail 
enabling clause ·for revision cf ~ent.!licenct"· fee with the resUlt 'that' iJie 
rent enhanced bv the COM.pany in accordance 'with the Government 
of India orders could not be r~covered and it had to suffer 'a lass of 
Rs. 29.37 lakhs on this [!ccount. Strangely enough.' even in ca~e Of 
lease a~reements exccl1~c'd with some lessees from December, 1974 
onwards which contained a clause enablin~ the Company to enhance 
the rates of rent. no recovery of enhanced rents was lnade from them. 
Worse still. a large amount of rent and electricity charges amounting 
to Rs. 40.75 lakhs as on 31-3-1983 remained outstanding against 
the lessees out of which R~. 10.63 lakhs were considered I\Sdouhtful 
debts and wer!' provided fllr as such in the accounts. 

ReJlI.v of the Government 

The management of RIC could not initially foresee' tne : trouble 
tha' might crop up in enhancing the rent subsequently. The RIC h:;Xi 
'been making all out efforts for out of court ~~ttlement for realisation 
of outstanding d\1e~ amicably. The C'onmration had also taken lellal 
action against m:1nv of the tenents and the ca~es against them are stUl 
pending in the Courts. The C""rnorati0n is also now takin.!!: neces.~ 
precautions to safeguard its il'terest in future. The sheds are now let 
out only to Government agencies tmd to private parties after obtaining 
18 months advance rent .and a bank guarantee for the amount equal to 
18 months' rent. . .: ; 

[Ministry of Labcur and Rehabilitation Department of Rehabilitation 
O.M. No. 715184-Desk- (RIC) dated 14-11-84] 

Comments of the Committee·· 

(please see paragraph Nos. 18 & 20 of chapter I of the Report) 

Recommendation (S. No. 30 Para No. 6.21) 
Even after belated implementation of the revitali~tl(ion plan which 

provided the C<'mnany various concessions in regard to the liability 
of the Company in remeet of Government loans, the Company is not 
yet out of the woods. The Ministry expected that the Company would 
reach a zero loss filWTe hy the end of the year 1982-83. However. 
according to the latest assessment of the Comp,lny. it .was expected 
to re:lch break-even point only in 1985-86 and that too provided 
there is restructuring of the capital and unfavourable debt-equity 
ratio is suitably altered. The Committee have been informed that th~ 
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entire working of the Company including the progress :of implemen-
tation of the original revitali&ation plan and the modified projections 
were under CODSidcrations of the Department of Rehabilitation. Tbe 
Committee desire that the deliberations by the Deptt. should be 

,·expedited and memru.re taken to enSure that the Company becomes 
800Il 'an economically viable units as otherwise it would be difficult 
to justify its continuance any longer. 

Reply of the Government 

Government have yet to finally decide on the future of the RIC, 
~ince economy viability of this mu1ti-product unit :olppears difficult 
to' attain. However, the preformance is reviewed from time to time 
and efforts to make improvements are taken. During 1984-85, pro-
duction targets have been fixed at Rs. 7.50 crores as against output 
attained at Rs. 3.50 crores in 1983-84. 

During the current financial year 1984-85, working capital loans 
amounting to Rs. 2.10 crores have already been released to the Cor-
poration till 21-7-84. The total working capital requirement for the whole 
of the c\lrrent. financial year has been estimated at Rs. 328 lc.1khs. Seeing 
the trend of performance from April to June 1984, it is hoped that the 
Corporation would be able to achieve the targets of production/sales 
fixed for the current financihlJ year. The performan2c of the Corpora-
tion is, however, being kept under constant watch hy the Board of 
Di~tors as well as the Department of Rehabilitation. 

[Ministry of Labour and Rehabilitation Department of Rehabilitation 
O.M. No. 715184-Desk (RIC) dated 14-11-84] 

Comments of the Committee 

(Please see paragraph No. 27 of chapter I of the Report). 



· . CHAPI'ER. V 
Recommendations in respect of which final replies Of GovdmmeIat are 

still awaited 

Recommendations (S. Nos: 12 & 13, Paras 3.31 & 3.31) 

In 1969' the Board of Rehabilitation had suggested that Industrial 
sheds should be passed on to industrialists on hire purchase basis 
with the stipula'tion of displaced persons employment for II period of at 
least five years. The Board was of the view that this would help the 
Company to recover considerable capital for future investment. AI;,. 
cording to the Ministry the hire purchase system could not, be imple-
mented because the land on which sheds were constructed was yet 
to be transferred by the State Government to RIC. 

The Committee regret to note that the Company had not been 
able to settle the question of transfer of land with the State Gov-
ernment all these years. However, now that the State Govemnfeiit 
has agreed in principle to transfer the land in the name of , the' cam .. 
pany at a token value of Re. 11-, the matter may be pursued vi.,. 
rously and all connected fonnalities completed expeditiously. n.o 
question of sale of sheds to the industrialists on hire-purchase basis 
should be considered seriously. 

Reply of the Government 

The title to the land in the industrial estates has not yot been 
transferred to the Corporation. The matter is being puraucdwith 
the Government of West Bengal. The Question of sale of sheds,to 
the industrialists concerned, on hire-purchase basis, could be CODIi-
dered only after transfer of title of land in the name of the Corpora-
tion by the State Government. 

[Ministry of Labour and ~abilitation (Department of RehD:litatioo) 
O.M. No. 715184-Delk (RIC) dated 14-11-84] 

Reconuneuclation (S. No. 21) (Para No. 4.64) 

In this connection the Committee regret to note that although' the 
Secretary of the Ministry had assured the Committee that the cost ac-
counts manual would be ready by the end of the year 1983, it baa 
not yet been finalised. They desire that it should be finalised with-
out further delay. 
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Reply of the Government 

The management of the CorPQration has been directed to finalise 
a;-Cost Accounts Manual by end of December, 1984.· 
~'i": ;;" .. 

[Ministry of LlIbolir and Rchabilitlltion (Department of Rehabilitation) 
O.M. No. 7f5[H4-Desk (RIC) dated 14-11-84] 

Recommendation (S. No. 31) (Para No. 6.25) 
':!; 
.';/ 
",;Tbe ~tteetake a serious view of the fact that the Company 

has resorted to use of sub-standard material in civil construction work . , 
for another Public Sector CompallY (Coal India) and had to incur an 
"adnional co~t of Rs. 3.75 'If.t;'hs 0'1 reCllnstruction of the defective 
wMl~, I A.lt~pugh ;the matter had come to the notice of the Ministry 
ln~.1918. DO action has been taken so far to fix the responsibility. 
The Committee 'regret to note the inordinate delay in this regard and 
desire, that ~he enquiry should be expedited and ac! ion taken against the 
guilty' Persons. . 

·R~habilita don 1)ivision of th~ Ministry of Home Affairs informed the Committ~ 
011:119-*-8" .tbU·-cbe Rebabilit.tion Industries Corporation Ltd .• Calcutta, had pre-
paftd.the .Cost Accounta Manu,1 before 31St D<cember, 1984. The Board of Directors of 
the OOotvaaY'which met oR 18th January 1985. formed a Sub-Committee to examine the 
Coat .. ~; )4anu.l in detail, MQ>nwhile, the Chairman-cum-Man, ging 1)irector 
of th~ ~-q>ny reaiJ(lled and proceeded on leavr. The Sub-Comf!Uure which mel 
on ~ath F~b"u'lrY, '935 d·~cid-.:d to m"t"t ~tlld fi k1.lisc t.he: Cost ACC'1U'H .. Manu~l O:JS sunIl 

ns tlu· nrw incumbe-nl assumr'S charge of tlu' Comp ny. Subn'qu('ntly, on 24-7-85, thr 
M~~ltry iaformed tht- CommiuCf" th-at "lht' UI'W eh irm·:Il-cum.-~bw giug 1)in'clor h:::s 
joj.nrd the Comapny on ... , July, 1985. Th .. unt mediug of the SIlb-Commiwl' to 
finalis. the Cost Accounts Manu,1 is to be held iu August. 1985 shortly. The ~raft 
Manu Ii will tbereafter be pbced befnr. the Board toof Oirectos for adoption." In 
tbe circum.tan""s the Ministry has requirested for further extension of Lime upto 30-9-85 
fO!' fi~tioa of the eost Accounts Mannu.I." 

(Ministry of Hom. Affairs. 
Rehabilitation T)ivision O.M. 
No. 1(41)/14-0esk-ll (RlC)A 
dated ~3-~-1985 and O.M. of -
even number dau:cl 114-7-85. 



Reply of the Government 

The Eastern Coal Fiellds Limited were requested to conduct the 
investigation into the collapse of the wall. Fixation of responsibi-
lity has not yet been possible on account of non-receipt of the inves-
tigation report from Eastern Coal Fields. Meanwhile, all the con-
cerned officers have left the Corporation or their services have been 
terminated. The Eastern Coal Fields have, however. been requested 
to expedite the report. 

[Ministry of Labour and Rehabilitation (Department o'j Rehabilit~tion) 

O.M. No. 715184-Desk (RIC) dated 14-11-84} 

NEW DELHI; 
7 August, 1985 
16 Sravana, 1907 (Saka) 

K. RAMAMURTHY, 
Chairman. 

Committee on Public UndertJakings 



APPENDIX I 
Minutes of the 4th sitting of the Committee on Public Undertakings 

held on 1 August, 1985 
The Committee sat from 15.30 hrs. to 16.00 hrs. 

PRESENT 
Shri K. Ramamurthy--Chairman 

MEMBERS 
2. Shri Akhtar Hman 
3. Shri S. M. BhaUam 
4. Shri Haroobhai Mehta 
5. Shri Satyagopal Misra 
6. Shrimati Geeta Mukherjee 
7. Shri Chiranji Lal Sharm~ 
8. Shri V. S. Vijayaraghavan 
9. Shri Ashwani Kumar 

10. Shri Nand Kishore Bhatt 
11. Dr. Shanti G. Patel 
12. Shri Gulam Mohi-ud-Din Shli.iwl 

SECRETARIAT 
I. Shri M. K. Mathur-Chief Financial Committee Officer. 
2. Shri G. S. Bhasin-Senior Financial Committee Officer. 
3. Shri Rup Chand-Senior Financial Committee Officer. 

OFFICE OF TIlE COMPTROLLER AND AUDITOR GENERAL OF INDIA 

I. Shri K. N. Row-Chairman. Audit Board and Ex-Officio 
Additional Deputy Comptroller . and Aud:tor GeneTal 

(Commercial) . 
2. Shri K. Lakshmana Rao-Secretary, Audit Board. 

The Committee considered the following Action Taken Reports, as 
"pproved by the Action Taken Sub-Committee mtd adopted the same:-

•• •• •• •• •• 
(ii) Action Taken Repo.rt on 96th Report of CPU (1983-84) on 

Rehabilitation Industries Corporation Limited. 
(ii) Action Taken Report on 96th Report of CPU (l9~) on 

the basis of factual verification by the MinistriesfUndertakings concern-
ed aKl Audit and 'present the same to Parliament. 

The Committee then adjourned. 
34 



APPENOIX II 

(Vide Para 3 of Introduction) 

Analysis of tJltiDn IsIun ~ Go"",,,,,,,'on 1M &eommmdcions ",nl4Wd in 1M "th &",,,, oj 
1M Commitl4e on Public Underl4kings (& .... '11 Lok SIIbho). 

I. Totd number of recommendations made 

II. Recommend~ tions th"t h"ye been accepted by the Government (Vide reCOffi-
m~dJtions at S. No!. 3, 4, 7, a, lI, 16, 17, 19, 20, 22, 24 to 
2( and 29) . 

Percentage to toU 1. 

III. Rccommend"tions which the Committee do not desire to pursue in view of 
Government's replies (Vide recommendations at S. Nos. I, 5, 6, 14, 15, 
.8.23 and 28). 8 

Percen t? ge to toU: 1. 

IV. Recomm'nd~tion. in respect of which rrplies of Gowrnment have not 
b,en accepted by the Committee (Vide recommendation. at S. Nos. 2. 9 
10 and 30). 

Percent::ge to total. 

V. Recommend~tions in respect of which final replies of Government are still 
awaited (Viru;recommendationsat S. No •. '2. '3.2. and 3')' . 

Percentage to total. 
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4 

12.90 

4 
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