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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having ~ 
.authorised by the Committee to present the Report on their behalf, preieDt 
the Twenty-Second Report on Dharat Heavy Plate & Vessels Umitod. 

2. The Committee's examination of the working of tho Compiiny" wii 
mainly based on the Report of the Comptroller and Auditor General of 
India, 1984, Union Government (Commercial), Part IV. 

3. The Committee took evidence of the representatives of Dharat Heavy 
Plate & Vessels Ltd. on 4 and 5 September, 1986 and also of the to-
presentatives of the"Ministry of Industry (Department of Public En~ 
prises) on 25 and 26 November, 1986. 

4. The Committee considered and adopted the Report at their sittiDa 
held on 3 April, 1987. 

5. The Committee wish to express their thanks to the Ministry of 
Industry (Department of Public Enterprises) and Dharat Heavy P~ 
&: Vessels Ltd. for placing before them the material and information thei 
wanted in conpection with examination of the Company. They also wisb 
to thank in particular the representatives of the Department of Public 
Enterprises and the Undertaking who appeared for evidence and assisted 
the Committee by placing their considered views before the Committee. 

6. The Committee also place on record their apprecilitioil of the 'iifi-
~ rendered by the Comptroller and Auditor General of Ind.ia. 

Iiin DEun;" 
.4,." 3, 1987 
CIWk.a 13, 1909 (S) 

(vlil 

"K. RAMAMURTHY 
Chizir ___ 

CQmmitte"e on Public Undertakin,i. 



CHAPTER I 

.BHARAT HEAVY PLATE & VESSELS LID. 
General Background 

BHVP was incorporated in the year 1966 primarily to manufacture,' 
custom-built capital equipment required by process industries like Ferti-
lizers, Refineries, Petro-chemicals and Chemicals. The commercial pro-
duction commenced during the year 1971-72. 
Order Book PoSition 

1.2 A major handicap in the development of Fertiliser, Petroleum and 
allied industries had been the need to import much .. f the capi~ equip-
ment. The Bharat Heavy Plate and Vessels Ltd. was set up to meet 
this need and the types of equipmentincIuded in BHPV's plant product-
mix, account for nearly one-thinj the cost df equip!Ut'lIt in industries like" 
Fertiliser and Petroleum. Prior to' the establishment of BHPV some 
engineering' units i.n the Priva~ctor used to manufacture equipment: 
for various other process industries such as Sugar, Cement Paper etc. 
However, BHPV was established with the sole objective to manufac-
ture custom built process plant and equipment for fertiliser, petro-cllemical 
apd refineries for which sustained demand was anticipateCf. 

1.3 Tn 1966, the anpual gap between demand and supply of Plate ancl 
Vessels type equipment was estimated at 72000 tonnes and' ~ tJUj 
in view BHPV was established with an annual capacity of 23,210 ~ 
per annum. This capacity of 23,210 tonnes was'expected to'meet only 
1/~rd of the estimated gap. However, right from the incepti0fl the Order 
Book Position of BHPV bas been critical. During the first three years, 
after the commencement of the production in BHPV i.e. from the 1971-
72 to 1973-74, the order in1!ow was considered to be satisfactory but the 
order inflow during 1974-75 to 1976-77 was considerably low as detailed 
hereUnder :- . . 

Yea,. 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 

Orders received (RJ. IIIk"")· 
1433 
2537 
2825 
908 

1484 
1788 

1\.4 Explaining the reasons for the low Order Book Position of tile' 
Company, the Ministry have stated in a note : 

"Because of the .oil Crisis in the ycar 1974 various anticipated pro-
jects in the proCess field, plrticulady in the tertiBzer aad 
petrochemical sectors were deferred. 

I 
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More and more fabrication facilities were also established within 
the country especially from small sector which could etkc-
tive\y compete for low technology items. 

While the Company had an inflow of orders to the extent of Rs. 68 
crores during the year 1971-72 to 1973-74, it could manu-
facture and deliver the equipment valuing Rs. 16.5 crores only. 
This low production was primarily due to longer gestation 
period involved in the development of manufacturing facilities 
and sk:lIs for sophisticated equipment. Consequent on the 
heavy backlog, even though BHPV's priccs were competitive, 
shorter deliveries could not be committed which the custom-
ers were insisting. This partly resulted in the,low Order Book 
Position in the ensuing years. However, the Company exe-
cuted orders booked from 1971-72 to 1973-74 during the 
years 1974-75 and 1975-76. 

From the year'1978-79 ol"'lwanls and particularly from the year 
1980-8/. the Order Book Positinn has consider:1hly improved 
as detailed hereunder :-

1980-HI 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 (Upto end July 1986) 

Rs.lakhs 
3830 
5386 

16915 
6355 
5727 
7923 

11152 

1.S During evidence the Committee pointed out that at the time of 
'lettiac up of BHPV, it had been estimated that only 1/!3rd of the total 
rcqaiRments of plate and vessels type equipment would ~ met by this 
Qapuy but this demand did not materialise and tho production in the 
OoDIpany was much below the targets. 'In this context. the CaJ1IIlittee 
dDIirod to know whether there had been over estimation of the demand 
iIIIIIIIly in 1966 for this type of equipment and if not, why the Coml'any 
could not get enough orders. The CMD stated in reply:-

"At that point of time the Fertilizer Plants were estimated at the 
capacity of 450 tonnes per day plants. And based on that, ooly 
BHPV was supposed to do that job which is roughly 1/3rd 
of the total fertiliser plants. Even before the BHPV came 
into .operation they chllflged the plants size from 450 tonnes to 
950 tonnes capacity." 

].6 Since BHPV was prima.rily conceived to cater to the requirements 
of Ihe Fertilizer plants in the country, the Committee enquired wby the 
size of the fertilizer plants was changed from 450 tonnes to 950 tonne! 
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without any interaction with BHPV. The Min'stry have in a note stated as 
Xlnder 

"The shift to higher capacity plants of 950 tonnes from 450 T by 
the Project authorities is mainly on account of ch!lllges in the 
technology and also due to the change in the feed stock policy. 
The project authorities appoint the Praces'; Consultants and 
based on their recommendations. the plm! sizes were being 
finalised." 

1.7 When asked as to what type of coordination if any has been main-
tained by the Ministry with the Administrative Ministry dealing with ferti-
liser plants, it was stated :- . 

"An analysis .of the order infiow at BHPV indicate that it could 
secure considerable portion of the orders from the expansion 
project8 of Oil Refineries, i.e. Hindustan Petroleum Corporation 
Ltd., Madras Refineries Ltd., Cochin Refineries Ltd., etc. How-
over, it did flot get any mai;)[ ,-,;-dcrs fE'm the West-Coast gas 
based fertilizers plants, which werc mostly lost to foreign 
competitors. BHPV had represented to the Ministry on several 
occasions rega-rding its low nrder b:Jok position from the Ferti-
lizer Sector and desired that certain equipment may be ear-
marked for fabrication indigcnou-:l,_ These aspects were also 
brought to the notice . of the Ministry of Fertilizers and 
Chemicals. However, the project authorities made their final 
decisions, keeping in view varien> financial aids being received 
for these projects, the overall deliveries specified etc. In this 
cOJltext, it is to be mentioned that due to non-availability of 
certain types of steel materials within our country, indipous 
fabricators have to depend on imported material. The foman 
competitorS had an advan,tage due to ready availabililJ of 
material within their own country and consequently ceuld 
effectively compete both in price and delivery." 

UI It has been stated that considering the limited demand potential {rom 
111& dIroo core sectors i.e. Fertilizer, Petrochemicals and Refineries, MlPV 
approached the Government for extending its operations to otht:r prooess 
industries. Accordingly Government endorsed Company's Industrial 
Liceace to cover other industries like Steel, Minerals and Metals, AtDmic 
Enecp, Power, Paper and Pulp, Pharmaceuticals and Dairy. Apart from 
the above, BHPV has also taken up a number of diversification schCllles 
from time to t;me which call for no further investments or only margiDal 
investments towards balancing' facilities. Some of the importan.t neW' pro-
.Qocta taken by the Company include: (a) Cryogenies [Air " Gas 
:Separatiqn Plants, Nitrogen Wash Units, Cryogenic Storage System(s)), 
(b) Deaerators, (c) Industrial Steam Generators (Boilers), (d) Cr,WiQ-



l.p:al containers, (e) Titanium Anodes etc. It has been stated that by-
laking up these new lines, the order book position of the Company graduaU, 
improved. . 

1.9 Referring to the rieed for diversification into new areas such as 
cryvgenics and steam boilers, the CMO stated during evidence : 

''Keeping in line with the fast changing technological advancements 
in the process industries, the Company had to take up new 
lines for possible optimum utilisation of the facilities pro-
vided." 

1.10 The Committee enquired whether the technological changes and 
changes in demand patter!} were kept fully in view while planning diversi-
1lcation of activities by the Company. In a note, the Ministry have 
iIUI'h!d 

"Each Company tries its best to keep in view th@ change in demand 
pattern in future, but some of the technological changes and 
customer preferences and consequent changes in demand are 
difficult to foresee. Further a supplier has to depend upon the 
customer. BHPV can neither decide nor dictate regarding the 
size of the refinery or the fertilizer plant which should be 
set up by its customers. At a given point of time, the cuatomer 
wllJl.ts a smaller size of the refinery or fertiliser plant, -but in 
view of tecbnological changes abroad, it is decided thal pImti 
of a lUuch bigger size would be set up. At such a· time BHPV 
has no choice but to manufacture the equipment as per the 
new requirement of the client; otherwise the client will import 
the equipment." 

1be Ministry have further stated : 

"An odd situation can be created by another factor. A big customer 
like ONGC attracts many sl.\Ppliers, who legitimately hope to 
have good business and for that make some investment. . Only 
about a year back, it W3$ expected that ONGC would require 
a fairly good number of off-shore platforms for which invest-
ment facilities were created iQ two public sector undertatings. 
Facilities for Tubulars for these platforms were created in some 
other public and private sector undertakings. Suddenly, Q1e 
programme of ONGC has been subst?l1tially curtailed as a result 
of which a number of their perspective suppliers are faced with 
infruclous investment. The point is that there are limitations.' 
to perspective planning. The customers need chaItF with 
cbanges in technology, overall resource availability in oational 
plans, comparative prices of different options in the iater-
national market and other factors." 
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1.11 .. The Committee desired to know what efforts were made by the 
Ministry to improve the order book position of the Company lIj11.d- whether 

-the Ministry established any interaction with other Ministries so that the 
Company could secure enough orders from other public sector undertakings. 
In reply, the Ministiryhave stated: 

"The order book of the Company has considerably improved dur-
ing the last five ye_ars. However, it is observed that while the 
Company is able to secure good orders from the 
cryogenic fields, the quantum of orders for the process plants 
is considered relatively lew. In order to overcom<! 5ucb a 
situation, the Company has taken up diversification liCbemes, 
the important of them being the industrial Steam Generators 
(Boilers). The Company is also proposing to cater into new 
fields like Atomic Energy. Defence etc. Recently. QHVP 
has received a major order valuing about Rs. 30 cr()l"C8. from 
ISRO for construction of a Space Simulation Chal1lbec Wtlicb 
is being. manufactured for the first time in the countrY. The 
Ministry renders assistance to BHPV by taking 11~ mat~rs 
with other Ministries for p'!acement of ord~rs." 

1.12 The Order Book Position of the Company is indicated in the 
5tat~ent below :-

(Rupee;. in cxores) 

INFLOW OF ORDERS Out-
~-~-~-- .<------ --~----<- ataading 

Year Proceso' Cryo Boilers Tntal Order 
Plants Book 

l'oIitiOJl 

191~ll 25 '.06 10 ·29 2 '95 J8 ')0 47 .. 31 
1911-12 34 ·50 16 ·61 2 -75 53 ·Be 69'00 
19U-1J 39·77 113·56 15·82 169·15 1.91'56 
19.&l-14 56 ·95 6 -09 0 ·51 63 ·55 212·00 
1984-15 35 ·14 12 ·75 9 ·38 57 'l~ 197 ·47 
1915-86 33 ·44 26 ·69 19. ·10 79 ,2) 114 '29 
Upto Scptombor 1986 19 ·47 % -96 0 ·61 117·\! ~ 17t-:ZI ------------ --.---.-.------.~-.------.----

It is seen from the above statemllnt that while the outstandillg order 
lKlok position as at thI: end of March, 1986 was &S. 184 cr9r~s, onIerl to 
the extent of Rs. 117 crores have been received during the first 6 IqOI1tlls 
of the year 1986-87. It is also observed that in J 982-83 the Company re-
ceived orders worth Rs. 170.25 crores, in 1983-84 & 1984-85, the corres-
ponding figures were Rs. 63.55 crores Rs. 57.27 crores respec~~vely. In 
this context, the undertaking has stated : 

"There has been a considerable improvement in the i,1,&wI of 
, orders from the year 1980-81 onwards. However, a cri~al 
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analysis of the inflow of orders indica!e that while there ~ 
been a marked improvement in the inflow of orden-
for the cryogenic equipmellt (which the Company has-
taken up as a diversific8ti~ scheme), the inflow oIdors for 
tho process plants, for which the Company W'II! ~y 
established, is considered quite low. In the cryopaic field, 
BHPV has more or less achlev~ a Jeadiq positiOD by aecyr-
in, almost all the tonnago oxygen p!Jmts and a major portion 
of orders for the medium and small siUl plants. It is oblerv!:d 
that in the case of foreign vendors, who have the obvious 
advantage of ready avail.f!bility of raw mate~l!ls, consequent 
on which they are able to offer bett!;r price and delivery 
terms." 

1.13 The Committee were informi:d that in the case of process plants. 
BHVP had to compete with a number of indigenous competitors. Apart 
from that there was competition from foreign suppliers. When asked 
about the cost-structure of these competitors. the CMD stated in evid-
ence :-

"For the processing plant equipment, the competition is very 
severe from th:: J"pal1(!se. In thi> respect, we have a very 
big dis~dvantage because of their prices. We have to buy .the 
materials either from Japan or Germany. b,t the same time 
they are also bidding and competing. In O\lf view, they, 
more or less, control our costs on the equipment. We have 
to be very much guarded against them." 

1.14 The Committee enquired whether the foreign competitors were 
quoting lower prices bec<lu,e of this h,wer ellsts Of they wefe doing it 
artificially to get orders. The witne,s state~ : 

"'We have analysed in one or two cases how they could quote such 
a low price. We found thai our material costs, the landed 
costs of our makrials, were more than the total finished 
cost that has been quoted by the party outside. Between the 
supplier of the raw material from Japan and the Japanese 
party quoting for the equipment, there could be a po!I&ibilitv 
of coordination in such a- way that the indigenpus manufac-
turers could not really come into the market. That could 
happen. We h~ve an..!!ysed in one or two cases and we lIave 
found that it is difficult." 

1.15 As to the steps taken to roduce the costs in BHPV, the CMD 
alated during evidence :-

"The first thing was. to reduce the CJCle time. Secondly, since ~ 
large majority of cost is going to be materials, we have to 
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economise on that. Thirdly, we have to optimize the de-
sign 'so that the material cost can be reduced. FourtW.y, we-
have to briJ!g about improvements in the manufac~ pr0-
cess by deploying the latest available technology td improve-
the processes and thereby reduce the cycle qme. Wo ba¥O 
-specifically inStituted a study on the value management. We 
have almost 25 groups of people working in different IU1:U, 
each setting their own objectives to achieve their pi. 
so that the overall cost of the equipment comes down." 

1.16 Referring to the Satyapal Committee which had made some re-
commendations about the working of BHPV in 1984, the CMD stated : 

"We are already doing some of the things which they had recom-
mended. However, some further steps were taken to stream-
line our operations. One was drawing up of PERT/~PM 

network charts for all the major projects; two, weekly review 
meetings to be held by prQduction task force groups; then. 
verious inputs to be reviewed, detailed activity schedules, ope-
ration-wise; critical slippages to be reviewed every-week and 
corrective actions to be taken. Then, weekly schedules for 
feeder shops to be drawn and monitored by shop managers; 
manufacturing 'schedules of sub-assemblies and assemblies to 
be monitored weekly by shop managers etc., shifting work 
to lightly loaded work centres from the heavy loaded work 
centres; productivity cell to identify the constraints and ini-
tiates corrective action plans; then. computerised produc-
tion planning in selective areas; a separate cash collection cell 
has been constituted resulting in improvew.ent in cash collec-
tion considerably. For some of the important projects in-
dcpende;ut project managers/monitors have been identified. 
who would be held' responsible for coordinating all the ~ivi­
ties. Then, Product division/concept has been introd-uced 
integrating the fuilctions right from the design to erection and 
commissioning and after sales service. 

1.17 In a pcdormance review meeting taken by the Secretary, Depart-
ment of Public Enterprises on 2-5-1986, the CMD explained that while 
the crder book position in the cryogenic' field was comf~ble, the or!ier 
book in respect of procl:6s plants continues to be -critical and BHPV could 
SCCUIC only very few orders in re~t of the new fertilizer plants being 
~el lip in the country. He mentiol!ed that orders are lost to forei~ com-
petitors due to zero import duty and very short delivery periods being 
insisted by the ciJstolJle!s which cannot be adJaed. to by the indigenous 
parties mainly because of the longer procurement lead time. As a result 
of the low order book position for the conventional equipment, BHPV has 
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'taken up related manufacturing !lctivities, ~ ~Iatlon with other par-
1ies as loint Ventu['(lS. Consequently ordered have been obtained for 
supply of 2 waste heat boilers to IPCL in association with G.B .. USA, 
SUPPly of! bonzol plant to VSP in as~~iation with Otjo Simcn Ca,rves, 
UK etc. are examples of such orders on band." 

.1.18 The Committee desired to know the value of work done by the 
Company for the private industry during the last five years. In a note it 
hils been stated : -

"The value of tbe work done by the CoInpany for tbe Pri\-ate In-
dustry for tbe last five year~ is given below 

Year 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 

(Rs. in lak1}s) 
745.39 
801.73 

1081.65 
648.08 
355.25." 

1.19 Asked as to what are the strategies the Company proposea to 
adopt to secure as many orders as possible from indigenous indu.try. the 
C~ystated : 

"The following strategic actions are being taken to imp:()Ye the 
order book position : 

(i) A Business Development Division with separate marketing 
group has been set up during the year 1982-83 to closely 
inter-act with potential custome~s and identify n~ pro-
jects and schemes to supplement our existing product 
profile. Further, the Marketing Group bas been assign-
ed to devote its eflorts to technological forecasLog, en-
vironmental f!C8IIt!ing, liaison with the policy lUkin, 
and regulatio.g agencies in the Go\.!mm.ent, 
Customers, Process/Project Consultants etc. Whet! once 
a project is identified, thrust is given for presentation of 
the capabilities of BHPV (sometimes with the assistance 
of our collaboraters/wmld renowned engineering firms 
in relevant field) for obtaining qualification of the cus-
tomen -to place or~ either on nomination -buls or to 
submit tenders alongwith otber limited qualified te:nderers. 
Under this approach, BHPV could receiVe ordeN from 
various refineries etc., on nomination basis. 

(ii) To jnc~ the ov.erjill turnover and to avoid competi-
tion fnki small fabricators, emphasis is now being made 
to take up su~ystem ~ m.~d of inqividual equip-
ment. The uDd~rtak:ing of such sub-system'> involve 
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execution on turnkey basis, incluffing con!iderable in~ 
gration of bollght ol!t ~<alts wi!h the equipment 
being supplied by BHPV. 

(iii) Some of the major oJders are being a(:Cepted on a case 
to case basis '\:Vith- tht< technical know-l1ow of some of the 
world renowned parfes. For example, E\taporator Ul!.its 
of NALCO and Large size Simulapon Chamber for 
ISRO, Bangalore." 

In another note the Company has stated : 
"While BHPV is in a position to secure orders for almost all to.n-

nage oxygen plants, even against international competition, 
it is able to secure a major portion of the orders for medium 
and smaller size air and gas separati()ll plants, thus maintain-
ing a share of about 70% to 80% of the total Cryogenic 
market. However, in the process plant field and in parti-
cular ftom the fertilizer sector, competition is quite sev~e, 
from foreign firms who are able to offer better delivery and 
price terms compared to Jlny indegenous parties. In order 
to minimise competition from the foreign competitors, we 
have approached the Government to formulate separate euide-
lines for earmarking equipment to indigenous parties who 
have acquired capabilities for the manufacture of certain 
equipment," 

1.20 In one of the performance review meetings, the CMD brought to 
the notice of the Government the various \=Onstraints faced by BHPV in 
regard to procurement of raw material particularly imports through canalis-
ing agencies. During the course of evidence of tbe Ministry -of _ Indust!)', 
the Committee asked how the delay in getting import licence for the- Under-
taking could be cut short. The Secretary, ~nis!ry of Industry stated :-

"This is no doubt, a problem area because there are certain set 
procedures for imports and this company, like any other com-
pany be it public or private, has to go through !hatprocess. 
In the case of this c~mpaIiy the quantity of stainless steel 
or boiler quality steel or tubes, is not very large. If is not 
as if they require steel in bulk quantities winch could be i!:u-
ported easily by the canalising agencies. There are canal ising 
agencies for importing stainless steeL The process in-
volves getting clearance from the indig~ous mmu-
-facturers and that itself' takes time. After getting clear-
ance indigenously, the canalising agencies pool up the 
requiremeIllts and place orders and then imports come-
in. It is not as if the Company can take advance action and 
import the materiaL In the case of BHPV these arc geliuine 

:-64 LSS/87 
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difticulties IlIId ~e were delays in the past. We are in touch 
with tt.e Direetorate General of Tee~ Devc;lopment in 
this context, because they coordiJ!.atea to! of work: connect-
ed with this and We are tJyq to see a way to Ft the clear-
ance faster in She case· of BHPV. Now you may say as to 
wby we cannot dccanalise the whole thin&: I am told ~ in 
the past this issue was examined in detail and it was not 
agreed that tbere should be dec;a.aa1isation. There are cer-
tain advantages in getting i~ports through canalising agencies 
like MMTC and STC. We agree that there are certain diffi-
culties. But it is not possible that there sltould be SOllIe ex-
ception for BHPV alone. But as I said, we are in touch 
with the OOTD and· we are trying to improve thi;:;gs." 

The witness further added : 
" ...... The efforts have been made in the past in regard to this. 

But the point remaihs that tbis needs to be tackled on prio-
rity and we will try to see how best We can tackle it and 
what is the time involved in this. There are some inllerent 
problems in that and that is, if an experiditure is made for 
these public undertakings, then the enterprises of the pri-
vate sector win like to have the same kind of treatment." 

1.21 The Committee pointed out that Public Sector must get iJtiority 
over the private sector in import matters. Since the Company has to wait 
for a longer period to get clearance certificate from t.he indigenous suppliers 
like SAIL. the suppliers could review their stock position once or twice 
a year and render suitable certificate to Commerce Ministry/Industry 
Ministry, and in that way waiting ptriod for. getting clearance certili;:atc 
from indigenous supplier Cl'{I be cut short. Replying to this suggestion of 
the Committee, the witness said : 

"We have to see what best is possible within this procedure so that 
we can avoid the delays beC'duse these are the costly delays:' 

The witness further said : 

"Wbat is requircd finally is quick clearance through the indigenous! 
angle. and quick placement of orders, on foreign suppliers. On this, 
we can suggcst decanalization. We can take this mater up with the 
Ministries concerned. These are smal\ equipments. BHPV iL;;e1f can 
place orders on foreign suppliers. We will take up this matter once 
again with thc concerned Ministries, so that the possibility of decana-
Iization and making the process somewhat quicker in the case of indi-
gcnous and foreign supplicrs. can be takcn up with the Commerce 
Ministry .... SAIL imports this quality of steel; MMTC imports 
the stainless quality of steel. If we exclude BHPV from this purview. 
the process could be made somewhat faster. We will.take this exer-
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cise up with the two Ministries concerned. If it is agreed to, we shtlulti 
be able to get results. If you agree, we will proceed on these lines." 

.Exports 

J .22 One of the objectives of BHPV is to develop export marke~ with 
11 view to earning foreign exchange. As to the efforts made in this direction, 
1he Comp8ilY has, in a nq\e, stated : 

"The Commercial Division of BHPV has been making earnest efforts 
since inception to promote physical exports in the West Asia and 
South East Asian Countries by keeping in touch with some of the 
leading engineering consultancy organisations. Some of .our Senior 
Q>mmercial Executives were deputed to Middle East and West Asian 
countries, sometime along with the Trade Delegations. Consequent 
on such efforts, BHPV could secure an order for supply of ,I No. of 
140 NM 3lhr and 1 No. 58 NM 3/br Oxygen Plants to IRAN valu-
ing'Rs. 43 lakhs. However, no further ofders have been received for 
hardware exports 'so far." 

It has been further stated : 
"BHPV could secure an order for export of 2 Nos. of Air Separation 
Plants, to Iran at a lvaIue of Rs. 40 lakhs during the year 1977-78. 
Further, a major contract from Messrs ENCC of Algeria was secured 
for software services. Fordgn exchange earned durin&; the year 81-82 
to 85-86 amounted to Rs. 685 lakhs approximately. Apart from the 
above, BHPV could receive OECF and IDA orders valuing Rs. 2038 
crores which are considered !IS deemed exports .. " 

J .23 Asked why the Company could not get order! for direct export of 
normal equipment and for supply of air arid gas separation plants ag-dinst 
Global Tenders for Indian Projects under IDA Credit, the Company 

. stated :-

" .. constant efforts, are being made to secure export orders. In this 
context, it is to be ~t~ed that BHPV is constrained to compete with 
foreign firms both in respect of delivery as weU as price due to the 
following : 

(a) Dependence on imported raw material, due to non-availability of 
the same within the Country, involving longer lead time and 
higher price compared to the foreign vendors. 

(b) Foreign consultants' preference, and 
(c) International credit tie-ups for setting of the projects. 

As regards Global Tenders for Indian Prejects under IDAjOECF 
credit, th~ Company has been by and large successful in obtaining 
substantial orders for Cryogenic plant/equipments." 
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1.24 As to the efforts made by the Company 1.0 promote exports, the 
Company has stated : 

"the following expoiJ efforts are being .made by this Division: 

(a) The Sales Literature of BHPV with complete details of the 
Organisation, equipment supplied,' customers served etc., are 
sent to the various Embassies in other. countries. 

(b) Necessary export information is being collected and suitable 
offers are being submitted wherever necessary. Keeping in view 
the potential market in Far East, eff~rts are being made in this 
direction. 

(c) Contacts are being established with reputed Sales agencies 
in various eouJltries for obtaini,ng pre-qualification which will 
enable submission of offers. 

(d) Efforts arc also being made for reachin.g an Understanding with 
some of the foreign firm~ for submission of joint bids." 

1.25 Bharat Heavy Plate & Vessels Ltd. incorporated'in Juue, 1966, 
was established with the sole objective to manufacture custom built process 
plant and equipment for use in the fertilizer, petrol~ and allied indus-
tries. for which sustained demand was aotic:ipated. At ~t time the 
anilDal gap between demand and supply of plate and v_Is type equip-
ment bas heM estimated at 72000 tonnes and keeping this in view, BHPV 
was established with an annual capacity of 23,210 tonnes. However, 
right from the inception the order book position of BHPV has heen critical 
and the iDDIled capacity of 23210 tonnes. which was expected to meet 
only one third of the estimated gap, remained greatly underutilised. 
Obviously the projections of demand and reqnirements of process plant 
and equipment were not based on any sciendtic: study but were more in 
the nature of perfunctory pess work. 'I1le COIIIRlittee deprecate '-ula-
tion of suda faulty projections on the basis of wbich investment decisions 
han been taken. 

1.26 The Committee have been wormed tIIat the capacity planned in 
BHPV was expected to take care of roagIIIy one third of the 
requirements of the fertililitr plants in the COUDtry. Bat even 
before BHPV started its operations, the sizes of the fertilizer plants were 
changed from 450 tonaes pet, day plaDts 'to 950 tonRes per day pbmfs 
without any ~n with BHPV. 'I1Us cIuUIge in the deaumd paUiern 
created a tedmoIogical PI' sad no wonder BHPV did BOt get any major 
orders from fertilizer plants, whic:h were mostly lost to foreign competitors. 
It has been stated that BHPV had represellted to the Ministry on several 
occasions regarding its low order book position from fertilizer sedor and 
desired that certain equipments may be earmarked for fabrication indigen-
ously. No tangible ac:tioa seems to have beea taken in tIUs regard alt-
hough the Ministry of Iadastry un infonBecI tIutt tile IIIIIfta' was browgIIt 
to the notic:e of the Millistry of Fertilizers and Chemicals. 



13 

1.27 The Committee lire surprised at dae arpmeat advaneed by the 
Ministry of IDdustry that "BHPV can neither decide oor dictate regarding 
the size of the refinerY.. 01' the fertilizer plant wllich should be set up by 
its customers". It has to be pointed out that BHPV had been established 
primarily to cater to the requirements of the process plants of fertiliser & 
petroleum industries and thus the technologies acquired and the skills 
developed were related to the demand projedious of the aser Ministries. 
Therefore any switch over from ODe technology to another in the user 
organisatioD was bonod to have repercussioDS on the operatioDS of BHPV. 

. This noderscores the need for perspective planning aDd a meaDiogfuI co-
ordination· between the M'mistry of Induslry and the user Departments. On 
the basis of the reviews of the working of some public undertakings like 
BHPV the Committee are coostrained to conclude that capacities have 
been created at huge cost for meeting demaDd projectioDS which were 
found highly· inflated and unrealistic:.. Furthermore after the setting up of 
such nodertakings,. the administrative miuistries concerned han . not 
been able to provide the necessary protection needed to enable these 
undertakings to establish themselves fully and disdulrge the role assigned 
to them. 

1.28 1be Committee feel concerned to note fhat in view of the limited 
demand potential from the three core sectors i.e. fertilizer, petro-chemicals 
and refineries, BHPV was forced to take up new lines like cryogenics and 
steam boilers for poss"le .optimum utilisation of the facilities created. 
With the various diversification sc:hemes undertaken from time to time the 
Company has beea able to improve its order book positiOD to some extent 
but even then the capacity utilisation remains far below the rated capacity. 
It has been stated that the order book position in respect of the process 
plants continues to be critical as BHPV could secure only very few orders 
in respect of the new fertiliser plants being set up in the couatry. Orders 
are lost to foreign competitors as they are able to oller better delivery and 
price tenus compared to indigenous manufacturers, who have necessarily 
to import their raw materials like steel from foreign countries. This in-
volves longer procorement lead time and hence longer delivery sclaedales. 
ID order to ...uunuse competition from the foreign competitors. BHPV has 
approached the Government to formulate separate guidelines for .. annark-
ing some equipments for indigeoons parties who have acquired necessary 
. capabilities in their respective fields. This undonbtedly seems a workable 
proposition ~ the Committee desire that the Miuistry of Industry should 
take it up urgenCly and if necessary, at the highest level. The Committee 
have no dobt that the acceptance of such a scheme will surely go a long 
way in better utilisation of the existing capacities set up with huge costs 
and cODSeqnentiai savings in precious foreign exchange. 

1.29 The COIIIJIIittee find fhat as the fertiliser industry is a priority 
sector, gtobal feodering is permitted. However, because of the stitI com-
petitioD from foreign parties wIIich· are able to qnote s.bstaDtiaUy low 
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rates as weD as better ~ of delivery on account of ready availability of 
raw IlUlterials witIahl their couutry, die inflow of orders to BHPV 'for the 
process eBipJllellt for fertilizers is adversely alfec:ted. In Committee's. 
opinion the least tIIat can be done in such cases is that the benefits of 
deemed elI[porfs sIIoaId be extended to BHPV wherever global tenders are 
invited. 11te COIIIDdHee would like the Ministry of Industry to take up 
the matter with tile appropriate authorities. 

1.30 Yet another coustraint faced by BHPV is in regard to procure-
ment of raw material partkoIarly imports of steel etc. through canafjsing 
agencies. Tbe procedures involved in getting clearance for imports from 
indigeaoDs angle are time consuming and the imports through the canalis-
ing ageDdes further adds to the problems of BHPV. De Secretary, 
Miuistry of IBdustry was appreciative of the difficulties encouutered by 
BHPV ill this regard aod had assured the Committee that the Blatter 
would be taken up with the appropriate Miuistries. The Committee would 
like to .be apprised of the outcome of these etlorts within six months of 
the presentation of this R~ort. 

1.31 One of the objectives of BHPV is to develop export market~ with 
a view to eamiDg foreign exchange. Precious little has been done in this 
field. SiDI:e inception, BHPV has been ahIe to secure only two export 
orders and no further orders have beea received for hardware e!tpOl1s so 
far. Here apia the Comlllittee find that problem is the stiff competitiow 
from the foreigD firms.. 11ae Committee desire that more concerted etlorts 
should be put ill by BHPV to enter this area so that a break-through is 
achieved at tile earliest. 



CHAPTER U 

CAPACITY UTILISATION 

Under the agreement, reached between the Govermnent of India and 
Messrs Skodaexport of Czechoslovakia, in Nov. 1965, for the establishment 
of Plate and Vessels Project in India, Messrs Skoda Export recommended 
the plant layout, buildings, production equipment needed, requirement of 
utilities, etc. The report of Skodaexport envisaged a capacity of 23,210 
tonnes for various types of equipment with specific product mix involving 
manufacture of Columns, Storage Vessels, Heat Exchangers, Furnaces, 
Pressed parts (Dished ends). Piping etc. 

2.2 According to the design documentation given by TECHNO 
EXPORT, the production totalling 23,210 tonnes annual,ly included 4500 
tonnes of piping and 3,000 tonnes of dished ends. The Company found 
that there was not much demand for prefabricated piping and dished ends 
and so reduced their production to 1000 tonnes per annum. The manage-
ment also noticed that the product-mix was being tilted year after year 
towards more high value and sophisticated items than were conceivt:d in 
the design documentation given by the collaborators. As adequate orders 
were not forthcoming the Company re·vised the annual capacity of the 
factory to 18,000 tonnes in April, 1975. The following table compares the 
revised product mix with the capacities as originally envisaged : 

Product 

Columns 
VeHeh : 

Non-JII"CSSDre vessels 
Cryogenics . 
StOl"lllC _Is 
TBIIDe containers 
Vessels with stirrers 
Vessels above 751ll1ll thickllCSS 
Horton spheres 
Other V_I, 

Funw:es 
Haatndangers 

15 

(In tonnes) 

As per As re-
. design vised 
docwnen-
tation 

2 

5,100 7,000 

3,.600 200 
200 

1,100 700 
5'00 

210 200 
500 

700 700 
1,500 

1,000 300 
2,750 3,000 
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(I) (2) (3) 

Pipilll 
Spares 
Strw:tures 

4,500 
250 

1,000 
3,000 

500 
500 
600 
SOO 
500 
600 

PrO$9Od parts (dished ends)' 
Multilayer vessels 
Air and,Gas soparoltion)plants(colil box) 

Total . 23,210 18,000 ---------------------------
2.3 According to the Audit Report, the Company having originally 

installed plant and machinery (estimated cost Rs. 1061 lakhs) for an 
annual production of 23,210 tonnes created additional facilities in ·1976 
at a cost of Rs. 20.70 lakhs for the revised product-mix which was esti-
mated to increase the production from 9,700 tonnes in '1976-77 to 18,000 
'tonnes in 1980-81. The gross value of plant and machinery installed to 
end of March, 1986 was Rs. 2311.69 lakhs (provisional). 

2.4 Justifying the addition of more facilities in the factory even after 
derating the annual capacity from 23,210 tonnes to 18,000 tonnes, the 
Undertaking has stated :-

"During the year 1976, a capital expenditure of Rs. 20.70 lakhs 
was incurred towards procurement of certain erection and 
testi .. lg equipment. BHPV has gradually strengthened its 
erection and CODlmissioning facilities for enabling to take up 
projects on a turn-key basis. Similarly, more sophisticated 
testing .facilities are required for. improving the quality front 
which is considered vital for any fabrication writ. The addi-
tion of such facilities would facilitate taking up more 
sophisticated jobs. than directly reflecting the improvement in 
the capacity utilisation." 

2.5 As to the rationale for refixing capacities for various products by 
the Compllily in April, 1975, it has been stated that, 

"In April 1975, BHPV made an exercise regarding i!S licensed 
capiicity vis-a-vis the actual tonnage -being manufactured.-
Based on the changes in the product-mix, it assessed its 
achievable capacity as 18,000 tonnes. This includes a number 
of new products like Multilayer Vessels. Air & Gas SeParation 
Plants etc. which were not envisaged originally in the project 
report of 1966." -

2.6 In reply to a question whether approval of the Government was 
obtained for reducing the _annual capacity, it has been stated :-

"Engineering industries' in general and BHPV in particiJlar have 
been facing problems in tbe expression of their pbysical prUduction 
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tonnes due to constant changes in the product-mix. HowevC{', the 
Ministry had not accorded any approval regarding the fixing or 
revising the achievable capacity of 18,000 tonnes." 

2.7 According to the Audit Report, the targets of production laid 
down each year from 1976-77 to 1983-84 were less than half the original 
capacity of 23,210 tonnes and were far below even the rated capacity of 
18,000 tonnes. The actual utilisation of capacity (based on the r~uced 
capacity of 18,000 tonnes) ranged from 33.7% (1979-80) to 60.5% 
(I977~ 78) during these years. Except in 1977:78, it was below ~O% in 
all these years. 

2.8 The original project report indicated a certain product profile and 
also specified the annual capacity in terms of each product by tonnage. As 
the product profile tilted towards greater sophistication and as the Company 
diversified into new fields, it was felt 'that while adding up the total 
production during, the year the tonnage of more sophisticated products 
should be multiplied by an 'intensity factor' as they required higher inputs 
of resources per tonne. Thus the production figures in terms of equivalent 
production were being declared from 1980-81 onwards. This method of 
working out the production ~gures by applying the intensity figure has 
not beeR approved by the Board of Directors/Government. Explaining the 
reasons why this method of working out the production figures hacI not 
been approved so far, the Company has in a note stated as under :"""""' 

"The original Project Report envisaged a capacity of 23,210 Tonnes 
involving Carbon Steel/Normal Stainless Steel material. However, 
by taking up products like ,Cyrogenic Storage Vessels, Multilayer 
Vessels etc., which need higher technological inputs, the comparison 
of capacity in terms of physical tonnage was found to be in appro-
priate. Consequently, in the year 1978-79, the concept of ex-
pressing physical production in terms of equivalent tonnage was 
evolved I?y application of an Intensity Factor to actual tonnage 
obt;¥ned. 

Considering the limitations in the expression of physical produc-
tion in terms of tonnes and to assess the capacity in more realistic 
norms, a Study Group was constituted with the representatives from 
Technology, Industrial Engineering and Finance to make a detailed 
study to identify realistic performance norms, along with the com-
parative noims being followed by other Engineering Companies 
engaged in s'imilar field. This Group visited various Engineering 
Units like BREL, HMT. BEL. BEML, L&T, Hyderabad Allwyn, 
Godrej etc, It was ascertained that similar problem 'of frequent 
changes in the product mix which affect capacity utilisation is 
being faced by these Engineering units als.J. 
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After their preliminary study, the Group observed that with 
multiplicity of the product mix and the constantly changing demand, 

. capacity determination and the assessment of capacity utilisation for 
the unit as a whole poses problems, and this is in fact the charac-
teristic feature of multi-product engineering enterprise. Th.e im-
balance in the working load arising out of changing product mix 
aIso affects the utilisation factor. However, it felt that the best 
way for expression of production in physical terms is the standard 
hours achieved instead of the present sYstem of expressing the 
production in terms of me,tric tonnes. This Group further felt that' 
the machine utilisation may be broadly c!assified into two categories 
viz. (a) Utilisation of Special Purpose Machines and (b) Gene-
nl Purpose Machines. To have' a further control, it suggested a 
breakdown of the above two categories into (a) high .cost items 
(Machines costing Rs. 5 lakhs and above each) (b) Low cost items 
(Machines costing less than Rs. 5 laths each). 

A fiIlal report by this Group suggeSting norms for measurement of 
physical production other than in Metric tonnes is under sub-
mission. This report shall be put up to the Board of Directors 
and thereafter submitted to the Gov~rnment for its approval." 

2.9 From the Annual Report of BHPV for 1985-8~, the figures of 
production & sales etc. have ~n extracted below :-

Year Installed Actual Percen- Produc- Pcrcen- Value of Sales 
capacity produc- \all: of tion taae or productionl------

2 

lion (3) after (5) (Rs in 

3 

to (2) applying to (2) lakhs). 
intensity 
factor 

4 6 7 

Value 
(Rs. in 
lakhsl. 

8 

Tonnes 

9 

23210 6S30 28'13 10964 47'24 S206'75 4509'79 9419 

198+85 23210 6520 41'01 12676- 54'61 7085'41 7571'50 12350 

19115-86 23210 11141 48·00. 15401- 66'35 8479·47 8897'67 14370 

.1ho Company has c~ the melhod of Cakuiatioa the iDtcnsity factor for the years 
1984-85 and 198s-B6and lbesamc bas also not hllen approved by Gowmment. Durioa 
the above three yean additional investment to the extent ofRs. 644'64 lakbs bas been 
addod 10 the plant and Machinery. 
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2.10 It has been pointed out by Audit that the Company has changed 
the met.l¥lQ of calculating the intensity factor for the years 1984-85 and 
1985-86 and the same has not been approved by Government. 

The figures of capacity utilisation at BHPV as reported by the Com-
pany are as given below 

Year 

1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 

Capacity utilisation (ill M. T.) 
(in terms of M. T.) 

60.10% 
57.29% 
55.71 % 
47.24% 
54.56% 
66.36% 

2.11 It is to be seen from the above thal even though the percentages 
of capacity utilisation has been worked out by applying tIie 'intensity 
factor', which has not been approved by the Ggvernment, the utilisation 
factor has ranged between 47.24% and 66.36% from the years 1980-81 
to 1985-86. It has. however, been stated :-

"There has been a continuous gtowth rate in finished production 
(in financial terms) during the last few years. While the produc-
tion in the year 1971-72 was Rs. 211 Iakhs, the same has crossed 
the mark of Rs. 90 crores in the year 1985-86. However, similar 
improved production performance trends in physical terms (i.e. in 
MT) could not be achieved, due to constant changes in the product 
mix involving more sophisticated equipment and a variety of input 
materials involved." -

2.12 The following table gives details of some important performance-
_ indicators of the Company :-

PERFORMANCE HIGHLIGHTS 
(Rs. in IlJ:khs, unless stated otherwise) 

1981·82 1982-83 1983·84 1984-85 1985·86 

Finisbed Production (including 
vaIuc of customers' free issue 
mIIIeria\) 3,298 4,216 5,<408 7,259 9,134-
VallIII of net production (ex-
cluding value to CllStOIMR' free 
iSllllllllatcrials) 3,139 3,~ ~,207 7,085 8,479 
Net profit after tax 60 107 445 85a S7S 
Value Added - \,736 2,082 3,081 3,826 3,989 
OutJtandin; Order.! ' 6,900 19,856 21,200 19,747 18,425 
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2.13 The Committee wanted to know the reasons for introducing the 
new concept of expression which was not originally envisaged in the project. 
The ChQirman and Managing Director stated during evidence:-'-

"TIle capacity of 23,210 tonnes was envisaged for. a pa~r pro- . 
duct mix, at the initial stages. But the total product mix has 
changed, and we have to go away from the envisaged products 
to a totally different type of product and materials, which in-
volve increased quantum of work, to reduce the weight of the 
equipment. For example, the original vessels were manufac-
tured out of carbon steel' which had a particular thickness. 
When we went in for alloy steel, weights came down appre-
ciably; but the quantum of work involved did not come down, 
because of the higher technological processes involved. As a 
result, tonnage-wise we are constantly facing the problem of 
comparison. Government and the Beard of Directors said we 
should maintain 23,210 tonnes, but try to find out another 
norm through which we can find out whether we are improving 
capacity utilisation. A team was constituted to find out diffe-

, rent t~s of norms. They we""t around and saw a number of 
industries a-nd came to a oonclusion that the same problem is 
almost faced by alI the engineering industries . 

. So, they suggested that we should look at the actual man hours and 
convert them into actual standard hours depending on the 
material used and reckon that as capacity utillzation~ We are 
now working out these parameters. For monitoring purposes, 
the Board suggested that we could do it at random with vari-
ous materials. So, we did this exercise and this had been 
approved by the Board. But, meanwhile, Board wanted further 
exercise to go into and we came out with more realistic norms. 
This was about in January 1985. Subsequently, a team had 
gone around and collected a lot of data. They are in the pro-
cess of finalising a report." 

2.14 When the Committee pointed out that there should be some 
rcalistic assessment which had something to do with the reality, the witness 

-stated: -

"This problem has been worrying us very much. We brought this 
point to ~ notice' of the Audit Board. On the suggestion of 
audit. we did refer the problem to BPE to find out how to solve 
the problem. We had a lot of discussion. They also did survey 
of 5(.me of the industries. They have given the result Of their 
survey in the Annual Survey of Public Enterprises 1984-85-
Vol. I. 
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'Multiplicity of product mix, changed pattern of demand, 
,~-r. capacity determinatiOn -and assessmen! if utilisation of the 

unit as a whole poses :problem and this, in ·fact, is clrar-
acteristic feature of multi-product ........ imbalance in 

workirtg ....... .' I 

They have not been able to throw light on any better system of 
working." 

2.15 The Committee observed that concept of Intensity Factor was not 
based upon engineering studies. Asked how did the Ministry view this con-
cept. a representative 'Of the Ministry stated in evidence :-

"The intensity factor was arrived at by standard hours calculation 
and the standard hours themselves were ascertained after in-
dustrial engineering studies. To that extent, there has been 
industrial ertgineering study in arriving at intensity factor. They 
have not been adopting ~1'1 intensity factor which is reflecting 
the results in. a famurable manner. That means. there has been 
on an industrial engineering study with regard to the standard 
hours required for executing a job. It is not a repetitive type 
of job. This job requires so many hours." • 

2.16 Asked whether the Ministry sought any expert opinion on such 
areas of technical matters. The witness ·replied :-

"Actually. we are not taking help from outside. Experts are in the 
comp~py itself We interact with them. Discuss with them. 
Even if they set any norms which we feel are not a realisti\: 
one. we request thernto change. We do not take assistance 
of '3ny outside experts." 

2.17 The Committee observed that there were two ways to measure the 
efficiency of the enterprise with reference to its making profit or loss. One 
was the pricing structure and the other could be the Intensity Factor based 
upon the production capacity. The sec9nd c6uld only be done by Indus-
trial engineers. The Committee desired to know whether the Company had 
undertaken some epgineering studies to arrive at Intensity Factor. The 
witness replied :- ' 

"This is a valid observation. We have to set some norms to assess 
the performance of these companies. But what I was trying to. 
submit was this. The intensity factor itself has been arrived 
at taking into account the standard hours as '3 factor. A parti-
cular job is assessed with reference to the standard hours 
computed by the indUstrial engineers, but the only !'acuna 
which has rightly been higfilighted by the Audit is that for the 
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previous yean the intensity factors is taken and it is multi-
plied in the subsequent year. That is actually an empirical way 
of doing it. That it; why, as an improvement 'Over this system 
the Company has adopted a different method except ror two 
highly sophisticated item. Even this may not be a perfect sys-
tem. What could be an imprDvement over even this system is 
a matter which requires to be studied by industrial engineers.': 

2.18 When the Ministry was asked whether it felt satisfied with the 
procedure, adopted by the Company regarding application of 'Intensity 
Factor'. the Secretary, Ministry 'Of Industry replied during evi.dence ;-

"We arc satisfied obecause the results show positively." 

2.19 The 'Committee wanted'to know whether the concept 'Of Intensity, 
FactDr was prevalent in any other Public SectDr Undertaking and why 
did the Company nDt obtain prior approval 'Of the Board/GDvernment be-
fore introducing this procedure. The CDmpany sttted in reply-

(a) Some of the Public Sector Undertakings are folloy;ing the 
method of expressing their productiDn in equivalent sta,n-
dard products. For example, BPCL expresses their production 
in terms of equivalent pumps. Similarly, HMT also is following 
the expression of equivalent number of some 'Of its products. 

(b) ND separate sanction was sought since the t~chnological COIl-
tent in terms of standard hours is considered for expressing of 
the equiValent tonnage. HDwever, productiDn reports from the 
year 1980-81 onwards, which were presented to the Ministry, 
BPE etc., were expressed in terms 'Of such equivalent tonnage 
only. The appmval of tbe Board was 'Obtained for the revised 
intensity factor being adDpted from the yead 1984-85, at its 
79th Meeting held in Feb. 85." 

2.20 The Chairman and Managing Director of BHPV further explain-
ed this concept during evidence as under ;-

"About intensity factor, some rationale was built in the initiai stages. 
Ai that point 'Of time the Company discussed about it tD find 
'Out a via media and they have arrived at some rational figure. 
But then the Board of Directors some time in 1983 and also 
the Audit Board when they vjsited said. 'this is not a rational 
figure. you must go into more details to "find out: 'We did 
discuss it in the Board. The ultimate aim should be to 
evolve 3#1 indicator which will givQ a positive indication about 
the capacity utilisation more effectively." 
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2.21 The Ministry bad stated to Audit Board in February 1984. that 
"'Intensity liactor was applied for expressing production in tenns of equiva-
lent tonnage. Since the tecbnological content in the diversified product 
mix greatly varied from product to product, no separate· sanction was 
sought from the Board or Government for application of the Intensity factor, 
but whenever production was reported, it was mentioned that production 
was given in· terms of eqllivalent tOllflage. The Company was at present 
wiuking oot alternate methods of eorpressing production." 

2.22 The Committee drew the atteption of the Ministry to the above 
~;tatement and wanted to know what could be the otber parameters to 
assess the extent of capacity utilisation of the Company. The Ministry re-
plied:-

"fn an engineering industry, production in. terins of tonnage is not 
the true index of proper utilisation of capacity. The stl'ategy 
generally adopted is to maximise financial m~ keeping the 
capacity utilization only as a secondary objective. 

The financial parameter is one index 01 performance. Keeping thd 
order book position and margins in view, the Company will 
have to review and monitor the utilization of capacity of the 
major machines and shop facilities." 

2.23 The Committee wanted to know whether the Ministry wa') satis-
fied with the procedure adopted by the Company regarding applicatiou of 
lnten&ity factor. 

The Ministry replied in a writtell note : 

"fn an engineering industry ingeperal and a jobbing industry in 
particular, it is difliculai to have permanent parameters for deter-
mining the extent of capacity utilisation. In the circumstances 
where no definite norms ru:e available, the procedure adopted 
by the Company indicating the 'intensity factor' cannot be said 
to be unsatisfactory. There is scope for improving upon it and 
the Company have always been awarQ of it. They themselves 
modified the formula of intensity factor from 84-85. Even now 
they are engaged in the exercise of improving ;t further. 

It may be stated here that the primary consideration before the 
Company is not full-capacity utilisation in the conventional 
sense. but making· profits in its operations. If at a given point 
of time, the Company finds that while making sophisticated 
and high value-added-items, capacity utilisation would be 
only 50% but profits would substantially increase then they 
would rather go for 50% utilisation of capacj~y in the conven-
tional sense of the term rather than utilise it fully by low-value-
added items and making little or no profits. It is because of 
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this element that the Company would be continuously making 
an exercise for improving the nerm of capacity utilisation. The 
Government is generally in agreement with the strategy adopted 
by the Company to maximise the financial margins." 

2.24 The Committee pomted out that in 1983 BHPV had given certain 
reasons for the non-utilisation of capacity. The Committee wanted to know 
how many of those reasons still stood valid. The Chairman and Managing 
Directoi of BHPV replied : 

"The problem of absence of standard and repetitive .job still persists 
upon, because it varies from customer to customer. This is, 
something which we have not been ilble to sort out. We still 
have th..: prl)blem of low order book position in process plant in 
area. Weare not able to improve it so much. Even for the 
gas-based fertilizer plants-because they are tied up with the 
aid-our shares in those areas are still very much limited. So, 
in order to improve the capacity uti:ization, we have gone into 
the area on ONGC operation. We are building and supplying 
equipments for refinery area. . 

As far as fertilizers are concerned, wc have Qot improved. But to 
the best of our ability, we have gone into so many new areas. 
given presl',ntation to the customers, proved OUT ability and con-
vince them and taken orders. We still have the problem of 
loadi,'lg the machinery. and we are trying to improve the situa-
ton by adopting new things and taking up new type of jobs 
in hands. As far a& the second aspect is concerned, we have 
been able to convince a lot of customers and we can manufac-
ture equipments under our inspection to a large extent. We kave 
been able to do that. But wherever customers insist upon, we 
try to retain. the Inspector in our works so that work will not 
be hampered. This problem has been eliminated. So. we are 
able to more or less streamline the working apd has reduced 
idle lime in the shop. Cycle time has also been reduced in a 
large majority of the equipments." 

2.25 The Committee pointed out that one of the Corporate objective, 
of BHPV was to achieve effective utilisation of capacity installed. Wlien 
asked what action has been taken to achieve this objective, the Company 
stated : 

"Some of the important actions taken for effective utilisation of the 
installed capacity are detailed hereunder : 

(i) BHPV has taken up various diversification schemes which call 
for no investment or marginal investment towards balancing 
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facilities. The important diversification schemes whicTt were 
taken up by the Company are-

Cryogenic Equipment, 
Multilayer V c<ssels, 
Deaerators, 
Industrial Boilers etc. 

(ii) Some of the projects were taken up on a case to case basis 
under joint bid system with some of the world renown~ parties. 

(iii) Undertaking the execution of major projects on a turn-key 
basis. . 

In the above context, it is to be mentioned that the capacity utilisation 
in tenns of tonnage is not considered a representative qle in the case of 
epgineering units like BHPV, since the utilisation very much depends on the 
order book." 

2.26 The Report of the collaborators for BUPV envisaged a capacity 
of 23,210 tonnes for various types of equipment with specific produc:t-mb: 
and plant and machinery was accordingly installed. As adequate orders 
were not forthcoming the Company revised the annual capacity 8l die 
factory to 18,000 tonnes in April, 1975. . The Committee find tIuIt eveD 
the targets of production in terms of tonnage laid down each year from 
1976-77 to 1983-84 were less than half the original capacity of 23,210 
tOJU1e8 ud were far below the rated capacity of 18,000 tonnes. 'I1le ..... 
otiIi!ation of capacity (based on the reduced capacity of 18,000 toimes) 
raar:ed between 33.7% (1979-80) to 60.5% (1977-78) during these years 
aDd except in 1977-78, it was below 50% in all these years: From 1980-
81 to 1985-86, the figures of capacity utilisation in terms of metric tuaes 
have been arrived at by applying an ''iatensity factor" bot even thea the 
utilisation factor raoges between 47.24% and 66.36%. This shows that 
eVeD at presellt a good portion of the installed capacity remains UIlldilised. 
This in the view of the Committee is a mauer of serious concern. 

2.27 The Committee are surprised at the argument adduced by the 
MiIIi*y that the primary consideration before the Company is Rot full 
captlCity utilisafion in the conveutional sense bot working profits ia its 
opendons. It bas been further stated that if at a given point of tiaae the 
Company &ads that while making sophisticated aad high value added items, 
capacity utilisation wonld be only 50% but profits would substaBtially in-
crease then they would rather go for 50% utilisation of capacity in the con-
veational sense. It needs to be mentioned that BUPV is not goin& iato! 
other areas of productiou oat of choice but is forced to diversify its prodllCt-
mix ia order to improve its capacity utilisation. Unless the iaIfaIIed 
capacity of plant and machiBelj is made use of to the fullest exteDt pOISible, 
there will always remain aD elemellt of uaprod.ctin capital investmeat. 
wbich will atfect the overall profitability of the Company. The COJIIIIIiUee 
therelore feel that COD£erted efforts shonld be made for optimal .tilisstion 
of -.ned facilities. J 

3 --+I LSS/87 
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2.28 The original project report indicated a certain product profile I11III 
also specified the annual capacity in terms of each product by tonnage. It 
bas been stated that as the product profile tilted towards greater sophistica-
tion and as the Company diversified into new fields, it was felt tbat wbile 
adding up the total produciion during the years the tonnage of more s0-
phisticated products should be multiplied by an "intensity factor" as they 
required higher inputs of resources per tonne. Thus the production fignres 
in terms of equivalent production were being declared from 1980-81 on-
wards. The Undertaking again changed the method of calculating the 
intensity factor for the years 1984-85, and 1985-86. 1bis innovative 
method of calculating the actual production in terms of equivalent produc-
tion was neither based on any scientific method like int;lustrial engineering 
nor bad it been approved either by the Board or the Government. It was 
obviously a device worked clut by the management to present a better 
picture of the prodnctioll performance of the Company. That the form. 
adopted by the management for the expression of ph~sicaJ production has 
not been considered satisfactory is clear from the fact that in the consecu-
tive performance review meetings held in the Ministry the need for making 
a scientific assessment of the capacity to enable better evaluation of per-
formance in physical terms has been emphasised time and again. 

2.29 According to tlae Compaay an exercise is now on for laying doWD 
norms for measurement of physical productiou. The Committee would 
like to emphasize that this exercise should be completed urgently so that 
liDitable scientific comp.tation formulae for assessing the actual capacity 
lItiIisation are devised. 

2.30 While explainin~ to Audit the reasons for the under utilisatiOil 
01 capllCity, the Company had in 1983 listed OPt certain constraints whicIt 
affected their performance. These inter-alia included absence of staudaml 
and repetitive job~. low order book position longer cycle time etc. Whea 
asked which of these probleRIs stil persisted the Committee were infOl'lllell 
..... manv of these factors were still having their influence on tile prochlc-
6011 perf~rmance. Tile Co .... ittee desire .... t more concerted etrorts sholdd 
be made and better strat~ shoald be adopted to get over these difficulties 
50 that the Undertakiags workiag becomes streamlined and the UIIII«-
taking is able to follil its corporate objective by achieving effective utiIisa-

. tIon of the installed capacity. 



(a) Staff Strength 

CHAPTERDI 

MANPOWER ANALYSIS 

'1 

In the project: report, the collaborators recommended a total number 
of 2110 employees for an annual production of 23,210 tonnes; direct and 
indirect workers were to be about 38% and 32% respectively of the total 
strength (i.e. in the ratio of 100: 84). The Company, however, made its 
own assessment of man-power requirements from time to time viz. 2568 
in October, 1967, 3568 in April, 1973 and 4149 in June, 1974 although 
the actual production was far below 23,210 tonnes. 

3.2 The following' table reveals the actual staff strength and tonnage 
of production duri,ng the last 5 years :-, 

Year 

1981·82 
1982·83 
1983--84 
198+85 
1985-86 

Staff Produc-
(in number) (tion 

4009 
4041 
4188 
4255 
4266 

(in tOil' 
nage) 

7006 
8222 
7568 
9520 

11141 

3.3 Asked what was the' justification for employing higher number of 
.employees when the actual tonnage produced was far less than 23;210 
wooes, the Company replied'in a written 'note' : 

i' 
I 

-.-, . : 

"The original project Report primarily envisaged the Direct and 
Indirect workers for production areas only: The area~ such 
as Finance, Medical Township Maintenance and Administra-
tion, Security personnel and Administration, Training, R&D 
etc. have not been provided adequately. Also in the subse-
quent implementation of original Project Report, many new 
products have been added necessitating deviation from the 
norms fixed in the original Project Report. for staff strength. 
Taking all this into account, the sanctioned strength has been 
revised from time to Ilime and duly approved by the Board 
of Directors. In April 1973, Board of Directors sanctio.ned 
the strength on an estimated per capita production of 10.4 
lonnes per direct worker. Tn the year 1984-85 and 85-86 
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the per capita production per direct worker was 9.32 toDiles. 
and 10.62 tonnes teSpec:tively. Thus, it cOuld be seen that 
norms apprQVed by the Board of Directors have been by " 
large achieved." 

3.4 The Chairman and Managing Director of BHPV further explained 
this position during his evidc:nce ~fore the Committee : 

"Originally, 2110 people were envisaged in Detail Project Report 
(DPR) for produqtion of 20,000 tonnes. But then, there are, 
certain areas which. are not at all covered by the DPR. One 
is the personnel function. Similarly township, its adminis-
tration. upkeep of township security, medical facilities, finance-
functions were not envisaged in the DPR. At that time their 
contention was that, they were not cl,ear about the require-
ments of Indian conditions for these functions." 

3.S The break-up of actual number of employees into diffe·rent cate-
gories in 1978-79, 198~-86 and as per original Prpject is given below :-

Total Staff 
(a) Direct Workars 

(b) Indirect workers 

(c) Oth8n • 
(d) Supervisors/Officers . 

(0) Ratio between direct 
81: indirect 

As per 1978·79 1985·86 
Project 
Report 

2.110 3.624 4,266 
835 1.279 1,1;4 

(35 '29%) (25 'SO"", 
720 729 1,203 

(20 ,12,,-.) (is '2O%) 
761 706 

55S 855 1,253 
(23 'S9%) (29 '37%) 

1:0,84 1:0,57 1:1'13 

3.6 Giving out the reasons for engaging excess indirect workers as 
compared to the norms laid down by the Collaborators, the Company 
atated in a written note that ; 

...... the increase; in the indirect workers is due to regularisation 
of 457 casual employees and also due to diversion of some 
of the indirect workers into- direct workers category. 

Indirect labour increase was also necessitated because of 
other services, not particularly envisaged in the project report, 
had to be implemented. Keeping ill view the organisatiooal 
needs. the future growth potential, the workmell viz., both 
direct and indirect categories. efforts are being made to train 



29 

the workmen in multi-disciplines. Further, BHPV has 
. edlarged its activities by taking lip turn-key contracts which 
involves site management, erection and transportation work 
wherein the in~rect employees are being engaged. It 

1n another note, the Undertaking has stated : 

"It was estimated that production per direct works out 10.4 
tonnes. However, over a period of years, the total product 
mix has totally changed neceasitating a different type of norm 
for assessment. 

In the year 1985-86, the actual tonnage Il.chieved was 
11,141 tonnes with particular product mix, using 1104 direct 
employees. This works out approximately 10.62 tonnes per 
direct worker per annum, which compares even with the norm 
envisaged." 

3.7 The Committee observed that the number of Supervisors. and 
-officers had gone up from 855 in 1978-79 to 1253 in 1985-86. The 
percentage of direct workers had come down from 35.29% to 25.80%. The 
percentage Qf indirect workers had gone up from 20.12% to 28.20%. 

. . The Committee, during evidence, asked for the reasons for deviating from· 
1he norms approved by the Unde~ng itself. The Chairman and 
:Managing Director of BHPV stated :-

...... The present ratio between direct and indirect workers, is 
1: 1.13. That has been. worked out. Of course, this has 
been so partly because 457 people who were employed as 
casual at some point of time have been regularised. Coming 
to the increase in engineering and supervisory staff, we have 
taken a large flumber of turn-key projects and· site works. 
Unless we improve the site-work operation, it is not possible 
to go on the turn-key operation. So new graduate engineers, 
IM;ES were inducted into the newer areas, they were trained 
and put on the job, which is going to be a long term benefit 
for the organisation., .. Similarly some of the direct workers 
who are working on shop floor have been diverted to site 
works. We do not want to add any new people in the area 
because we like to improve the contribution per employee 
rather than increasing the people. That is our ~'ltention. It 
is better to utilise the people on hand. We went in with tha! 
philosophy and where-ever there is a need for- people on site 
work, we diverted the people and reduced it because the 
reduced number of people should increase the output and 
thereby contribution." 
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3.8 The Committee enquired whether any scientific evaluation of the-

manpower needs of the Undertaking had been attempted. In a note th~· 
Undertaking has stated : 

"As seen from the records available, even though the subject of 
manpower utiJ;jsation at BHPV 'was referred in the year 1978-
79 to Andhra Pradesh Productivity Council, there was no-· 
specific recommendation on the subject. We are having. 
1104 Direct Workers as against 835 envisaged in the Project 
Report. The increase of 269 Direct Workers is c0II1ID.en-
surate wtih the technologically more intensive work done 
now. We had to regularise 457 casual employees at one 
point of time, thus adding to indirect workers strength. While 
the number is in excess of the recommendations of the 
Collaborators, in view of the diversified activity, their employ-
ment is essential. As regards the excess employment in the 
Executives and other staff, many of the administrative depart-

-ments, such as Personnel, Finance, Medical, Township, EDP, 
Security etc. have been left out or not been adequately provid-
ed fcr in the original Project Report. The Company has· 
also expanded its activities in the systems engineering side 
involving erection and commissioning, which calls for more 
number of Supervisors and Executives strength. In view of 
this, it is fclt that the existing manpowers is ·not much in excess;-
requirements. The Company has been conscientiously striv~ 
ing to utilise its existing manpower to the maximum by divert-
ing some of th~ workers to areas where there is heavy loading. . 
and avoiding over time." 

(b) Utilisation of labour 

3.9 The table below gives details of the total available hours, net available 
hours and precentage of hours booked to jobs to net hours available from 
the year 1981-82 onwards: 

Year 

1981-82 
1982-83 
1983-84 
1984-85 
1985-86 

Total 
available 

hours 

27'21 
26·91 
26 '95 
2S-OS 
2S·SS 

(In 

Netavai-
table 
hours 

23 ·28 
23·06 
23 '15 
20·91 
21'63 

Lakhs of Hours) 

Hours Percen-
utilised lase of 
on jobs hours 

booked 
10 job net 
hours 

availablo 

13·91 59·50 
16·01 69'43 
16·57 71·58 
IS ·09 72·17 
!S·74 72·77 
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From the above it is seen that the percentage of hours booked to jobs as 
compared'tO net availi!ble hours has gradually gone up to reach 72.77% in 
1985-86. The percentage of idle hours to net available hours which was 11 % 
ill 1979-80 rose to over 26% in 1985-86. 

3.lO In a note; furnished to the Committee, the Undertaking has stated :: 
"During the year 1985-86, total available hours were 25.55 lakh, 
hours. After taking the actual absentee hours, the net available hours 
for utilisation were only 21.63 lakh hours. ~he labour utilisation U-
the year 1985-86, remained at 73% leaving unutilised labour hours 
of 5.70 lak!:. hours i.e. 27%. An analysis of the idle time indicates 
that about 83 % of the idle hours is for want of work. It has been 
explained that the Company did not have sufficient orders for process 
plants and despite loading the shops with orders from other products, 
there has been idle time for want of work. The Company is looking 
into the matter and will be taking corrective actions either by diver-
sion of men or finding out other jobs to reduce idle time." 

3.11 Explaining the reasons for high percentage of idle! time, the CMD, 
BHPV stated during evidence :-

"We have to make efforts constantly to reduce it .... We are not ill 
a position to retrench anybody. The area where we need more people, 
we are retaining them to a particular job. We have a separate insti-
tution where we train and retain the employees. We are trying (10 

identify people who can be trained to do a particular job rather than 
to the new recruits." . 

The witness further explained-

"There are some extraneous conditions which are beyond our control. 
Some of the material which we order, the delivery period is given say 
by April. But it does pot come in April. Then the delay comes in and 
contributes to idle times ...... What is happening is, the thrust is 
being put to see that the efficif",ncy is iIicreased or the overall cyclQ 
time is reduced. If we are not able to feed material in time, it com~ 
to this and idle time increases." 

3.12 Specifically detailing the areas where idle hoars are more than. the 
justifiable leve'l, the witness stated : 

"Light machine shops-utilisation in that area is much less. This was 
installed at a point of time when no facility was available on a two 
shift basis. We have not been able to fully load even in one shift and 
hence we have idle capacity. We got all the dies and tools done in 
our own shop. But stiH we are unable to utilise them fully." 
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3.13 Asked why the surplus workers could not be !t'ansferred to ~ 
Other department where they cllll be assigned some other job. The ~ 
replied ;-

"At one point of time this establishment shop was supposed to utilise. 
two ~hift operations. We found that even on a regular basis even to 
work on a single shift, full load was not possible. We have) taken 
some of the people out and Put them where there is workload. But 
still inspite of it we havfj not been able to reduce it. The minimum 
is to be kept in one shift operation." 

3.14 The Undertaking intimated th~ Audit in February 1984 that the 
loss of man hoUIS due to want of work was not due to insufficiellt orders but 
due to non-availability of certain facilities for balanced working and that 
constnints have been identified and by providing marginal facilities labour 
could be used fully. Asked, what balancing facilities are required, absence of 
which contributed to idleness and what remedial stops have been taken in 
this rogard, the Undertaking in-formed in a written note ;-

"To improve the balanced working and to improve the productivity, 
new Material Handling system at a cost of Rs. 180 lakhs is being 
provided. Also, some automatic welding machines like Double 
headed Narrow." Gap Arc welding. tube to tube sheet tig welding, 
pipe to pipe tig welding, nozzle to shell submerged arc welding, 
plasma tig welding etc. have also been established recently. It is also 
proposed to install multispindle computer programmed drilling-
machine to debottleneck the H. E. Production facUities. Similarly, 
to improve material pltpa$.tion particularly Petal Marking and 
cutting for Horton Spheres, it is planned to install Programmable 
marking and cutting machine." 

However CMD, BHPV stated during evidence ; 
"Between rolling & welding, the imbalances were identified, we have 
gone in for sopisticated machines to improve the overall utilisation. 
)n the process we are unable to feed & hence the idle time could 
not be reduced. Efforts are being made to feed the material faster. 
Obtaining the import licence, getting material <\"I time has become 
much more a difficult and time consuming and contributes for quite 
a bit of idle time." 

3.15 Regarding idleness arising from lack of material handling facilities, 
the factory had under consideration the relay out to provide additional 
material handling facilities. The Committet'll wanted to know the latest posi-
tion of Undertaking's plan to relay-out. The witness replied during evi-
dence ;-

"We have identified the flow of materials has been the bottleneck 
and pll!llned to improve the facilities so that these opernti9ns can 
go on smooLlJIy. Estimates are prepared and approved by the Board. 



This scheme material handling is under implementation. By next year 
we bOje to get through the whole scheme c;ompletely. Some miIlor 
readjustments have been done. But this is a continuous process." 

3.16 Enquired as to what measures were taken to streamline the system 
'10 reduce idle hours., The Company informed that the following steps ha,ve 
lleen taken in this regard :-

(a) Constitution of Project Monitoring Cell. 
(b) Monitoring of Technological problems well in tim~ by the Ad-

vance Technology Cell. 
(c) Monitoring of receipt of inputs. 
(d) Weeldy review by the Pre~productio[} task force groups. 
(e) Drawing up of delaiIed activity schedules-Operation-wise. 
(f) Weeldy review meeting to identify 'the slippages IlIJd to take 

corrective actions. 
(g) Maintain healthy order book so as to provide continuous work 

to the shops." 

.overtime Payments 

3.17 On the one hand the Undertaking had high percentage of idle 
bours to make use for production, on the other hand it had been making 
llayments on account of overtime to its employees. It looked paradoxical. 
The Committee wanted to know the justification for making ove11ime pay-
ment. The CMD, BHPV replied during evidence :-

"On a !lumber of days, the work load could not be fed . into the 
machines due to late arrival of material. Then we had to 
finish the work in time. We were not happy with that. That 
is why, in the following years we did not get into this situation. 
In the subsequent years overtime payment has been drastically 
reduced." 

3.18 The Committee were further informed that before 1983-84, COIl-
-1iiderable overtime hours were worked to achieve Set targets. l'rom 1984-
85 onwards considerable reduction in O.T. hours was achieved. Strict 
-controls reportedly adopted by the Undertaking resulted in considerable 
reductioR of total 3\'ailable hours. Consequent on control measures, the 
,over-time payment during the year 1985-86 came down (0 Rs. 20.6~ lakhs 
as against Ri. 56.18 lakhs in the year 1983-84. 

'c. Production Incentive Scheme 

3.19 To improve productivity, the Company introduced in 1979 a pro-
duction incentive scheme, which provided for inCCfl,tive payments for all 
those who achieved 70 productive standard man-hours (PSMH) a month. 
~n spite of payment of substantial amounts as incentive (Rs. 11.22 lakhs 
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each in 1982-83 and 1983-84, Rs. 16.05 lakhs in 1984-85 and Rs. 22.2S-
lakhs in 1985-86), the total PSMH declined from 14.81 lakh hours ~ 
1980-81 to 12.12 lakh hours in 1984-85 and increased to 14.19 lakh hours-
in 1985-86. Although the Company expected that the output would pro-
gressively increase from 7700 tonnes in 1979-80 to 12,800 in 1983-84. 
14,100 tonne~ in 1984-85 and 15,400 tonnes in 1985-86, the actual produc.. 
tiop was 7568 tonnes in 1983-84, 11,428 ton-nes in 1984~85 and 13,798· 
tonnes in 1985-86. In spite of the introduction of incentive payment the 
percentage of idle man-hours and machine hours, which were 11 '70 and 
43% respectively in 1979-80 rose to 26% and 73% respectively in 1985-
86. . 

3.20 Asked, wby the introduction of the production incentive, did not 
contribute to an increase in production as was expected, the Undertaking. 
replied in a written note : 

" ...... With the introduction of incentive scheme, the effectiveness· 
of the wm-moo has generally improved, resulting in achieve-
ment of higher standard hours for lesser number of actual hours· 
spent on the jobs than earlier. However, similar trend did not. 
emerge in the case of machine utilisation hours since the actual 
time taken for completion of the job by the worker is lesser 
than the earlier times." 

3.21 Further explaining the position. CMD, BHPV said durling his 
evidence: 

"Afler the introduction of the production incentive scheme because 
of the improved operations during the year 1985-86 the' 
standard hours we achieved during the year 1985-86 work out 
to 14.19 lakh hol,lrs against an average of 70 standard man. 
hours set for' the incentive scheme. There is an imVIOvement 
from 70 to 107 after the introduction of the incentive scheme. 
Normally it is 70 standard man hours taken as base for incen-
tives, but we have been able to achieve about 107 man hoUl'l!,. 
&nd it has contributed to the improvement in productivity." 

3.22 The Committee observed that what the Undertaking achieved' 
(Actual Standard hours produced) in 1985-86 was still less than what it 
achieved in 1980-81. For instance in 1985-86 it was 14.19 lath hours, 
whereas in 1980-81 it was 14.81 lakh hours, The Committee wanted to' 
know whether the introduction of incentive scheme has actually contributed 
to the increase in production. In that case percentage of actual hours.. 
achieved to available Standard hours should also have gone up. Obviously. 
Jacrease in production is not because of incentive scheme but due to the' 
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general effi<;iQacy level. In this context, the Committee wanted to knoW' 
the specific contribution of this scheme. The witness replied : 

"After the incentive scheme is introduced the general trend has beea 
on the increase as far as standard hours are concerned. But 
in the year 1980-81 it was higher, i.e., about 14.81 lakh hours, 
for two reasons. One was, in that particular year we had a 
standard product, a large number of tank wagons. So the 
quantity of work that turned out was much higher. That was-
one great advantage. But in the later years there is no repeti--
tive type of jobs. So, -that has contributed to a much higher 
achievement of standard hours in the years 1980-81. Secondly, 
partly there was some over-time also which has also contributed 
to the higher increase of standard hours. Because of the avail-
ability of jobs on hand and delivery conditions we had to put 
some people extra and had the jobs dClle. That had botl~, 
advantages. You will notice if you take out 1980-81, then in-
the remaining years the standing hours were all on gra.;lual, 
increase." 

3.23 If the success of incentive scheme is viewed against the idle nllUll 
and machine hours, these have not come down but on the _contrary theft-
number have increased after the introduction of the scheme as is evident 
from the following figures :- -

Porccntage of jdlo 

man hours ~ 
hours 

1'79-80 10·93 42·99 
198[)"81 24-83 64·19 
1981-82 39 ·60 68-25 
1982-83 29-58 70-65 
1983-84 27-17 68 ·35 

------------------------
3.24 When the Committee drew attention to the above, the witness-

stated: -

"As far as the machine hours are concerned, for utilisation there is 
limitation. It is because only when the jobs are available, we-
can load them. But they are inescapable equipment. which 
we need to have. For better utilisation, if we have to feed the 
machine on continuous basis, we have to look for outside jobs 
and what type of jobs can be loaded on those machines. We-
are trying our best but unfortunately, Vizag being such a small 
place, we are not able to get much jobs (rom the Industry.-
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Only recently we got some jobs from ViZag Steel Plant. We 
are certaiIIly keeping this in mind and working at it. 

The idle-time hours which were 9,26,000 in 1981-82 had 
come down to 5,70,000 in 1985-86. Utilisation of man-hours 
available had been increased from 1981-82 to 1985-86." 

3.25 The Committee enquired whether the incentive scheme was being 
:t"eviewed in Board's meeting lIIUlually or not, the witness aid : 

"It has not been reviewed on annual basis if I remember correct, 
after we introduced this scheme, we discussed and reviewed it 
once in 1983." 

3.26 Asked whether the Board was aware that this scheme has not 
,:yielded desired result, the witness said : . 

"We have brought to the notice of the Board from time to time the 
total results achieved. The targets were reviewed with respect 
to financial year and of course, every quarterly production 
targets and achievements were also put up to the Boarel" 

3.27 On enquiry whether the Ministry reviewed the performance of this 
,scheme or not, the witness stated : ' 

"The scheme, in particular, was not reviewed because, as far as I 
know, the over all performance has been improving and pro-
duction was going up and whatever targets have been set, we 
have been able to achieve on over-all basis and see that tbe 
customers' requirements are not defaulted very much. They 
took it that things are all right. The particular scheme has not 
been !one into detail and discussed in detail in the review 
meetillgs of the Ministry." 

3.28 The' Committee desired to know as to why the introduction of the 
",roduction incentive scheme did not contribute to increase in production as 
.eltpected. In"a written note, the Ministry have stated : 

"Increase in production in terms of tonnage is dependant upon 
, product-mix. A low technology item can be manufactured 
easily and do in a given period of time its tonnage is larger 
than the tonnage of a hJgh technology item which takes more 
time. Secondly, there are times when all shops are not full. 

o Some shops have very low load while others are full. In the 
Shops which are full, incentive money has to be given to attain 
full production. On the other hand, unloaded shops decrease 
production and cause idle hours: ThiS results in the lop-sided 
view that while money' is spent on incentive scheme, the pro-
duction appears less in terms of tOl'flage and there are also idle 
man-hours and idle machine-hours. It is in this context that 
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the importance of an in~ntive scheme should be appreciated' 
by value add.,ed per employee." 

3.29 In the project report of Bharat Heavy Plate & Vessels. the col-
laborators bad recommended for an annual production of 23210 &GillIeS, • 
...... IIIUIIber of 2110 employees of which direct aDd indirect workers were 
to be about 38% aDd 32% respectively. 'The Undertaking, however, l118de 
its own assessment of maa-power requirements from rune to time viz. 2568 
in October, 1967, 3568 in April, 1973 and 4149 in June, 1974 although 
the ac:tnal production was far below 23210 tonnes. From 1979-80 on-
wimls indirect workers increased rapidly and in 1983-84, the ratio of 
indirect and direct wOrkers stood at 114:100 as against the norm of 84:100 
indicated by the collaborators. An analysis of the employees strength at 
the end of 1985-86 reveals that against the norm of 555 there were as 
many as 1253 supervisors and officers. The Committee are constrained 
to say that in the context· of the largely nnderutilised capacity. more idle 
man-bonrs and very poor machine utilisation, substantial additions in mall-
power from time to time sonnd paradoxical. SiDce there bas been DO 
scientific evaluation of thej manpower needs of the undertaking at any time, 

. the Committee desire that for a proper and realistic appraisal of the man" 
power needs, the nndertaking may entrust this work to a recognised' 
III8BIlgemeut institution like National Productivity Council. 'The COln~ 
mittee may be informed of the action taken in the matter. 

3.30 From the data made available to the Committee it is seen that 
the percentage of hours-booked-to-jobs to available honrs has gradually 
gone up to reach 72.77% in 1985-86. However, the percentage of idle 
hours to net anilable hours which was 11 % in 1979-80 rose to over 
26% in 1985-86. 'Thus the labour utilisation in the year 1985-86 remain-
ed at about 73% with 5.70 lakhS1 unutilised labour hours. which constitute 
about 27% of the total available hoors. 'Ibis by DO means can be consider-
ed to be a satisfactory state of allairs. The Committee have been informed 
that an analysis of the idle time indicates that about 83% of the' idle bonrs 
are for want of work as the nndertaking did not bave sufficient orders for 
process plants and despite loading the shops with orders from other pro-
duds there has been idle time for want of work. It is thus clear that the 
undertaking has more manpower than warranted by the needs of the work 
in hand. The matter needs to be looked into for taking corrective action 
either by diversion of manpower or finding ont other jobs to reduce idle 
time. 

3.31 The Committee find that on the one hand the undertaking bad 
stall strength much in excess of the originally envisaged strength aud bad 
high percentage of idle hours, on the other hand the undertaking bad been 
making payments on account of overtime to its employees. . DeSpite various 
controls. reportedly exefclsed by the undertaking. it had paid lb. 20.67 
lakhs in tile form of overtime payments during the year 1985-86. 11le 



38 

!Committee do not find any justification of this payment in view of apparent 
over staffing of the uudertaking. The Committee would urge that the 
undertaking should carefully examine this aspect in the context of its man-
power and idle hours and deploy the available stall". in shifts in such a 
manner that need to pay overtime does not arise. The Committee desire 
dlat power to sanction overtime should be given to fair1y senior officers 
no should be accountable to Chief Executive of the organization ou this 
_ore. 

3.32 The Committee find that with Ii view to improve productivity, 
6e undertaking introduced in 1979 a production inceutil'e scheme, which 
provided for incentive payments for all those who achieved 70 productive 
titandard man-hours (PSMH) a month. In spite of payment of substantial 
amounts as incentive (Ks. 11.22 llikbs each in 1982-83 and 1983-84, 
Rs. 16.05 laldls in 1984-85 and Rs. 22.28 lakbs in 1985-86) the total 
.PSMH declined from 14.88 lakbs hours in 1980-81 to 12.12 lakbs hoors 
in 1984-85, which figure increased to 14.19 Ilikbs hours in 1985-86. In 
Ilpite of the introduction of incentive payment the percentage of idleman 

.lIours and idle machine hours, which were 11 % and 43% respectively in 
1979-80 rose to 26% aud 73'70 respectively in 1985-86. From this the 

.committee get an inevitable impression that the introduction of the incen-
tive scheme has not contributed to an increase in production as was expect-
ed. It is also seen tlaat this scheme has not been reviewed on an annual 
basis bv the Board of the management. The Committee desire that a 
sysfem;tic review of the incentive scheme should be F.IIIdertaken to see how 

'far the extra expenditure involved has been commensurate with the improve-
,ment in productivity of men and machines at BHPV: 



CHAPTER IV 

MACHINE UTILlSA TION 

In the Project Report, the machinery needed was assessed for an anilUal 
-producti<y1 of 23,.210· tonnes 'Of the pmduct -mix then envisaged. The 
-product-mix was changed from time to time as assessments of demand 
<hanged and balancing equipment was added to meet the changed require-
ments. It has been stated that out of 173 machines, 24 machines 
valuing Rs. 257.37 lakhs were added as balancing facilities or as replace-
ments after the original provision of Plant arid Machines. 75 machillcs 
valuing Rs. 667.48 lakhs had been procured from outside the country .. As 
.against the original estimate of Rs. 10.61 crores, plant and machinery 
valued at Rs. 23.12 crores have been installed upto 1985-86. 

4.1 The Committee have been informed that apart from auxiliary 
.equipme,llt such as cranes etc. 173 machines for aiding the manufacture 
of equipment of BHPV have been installed. The machinery have been 
<lassified as High Cost machines valuing more than Rs. 5 lakhs each and 
low cost machines valuing less than Rs. 5 lakhs. A statement showing 
Machine Utilisation in the year 1985-86 is given below 

High Cost MachillrS 

No. of No. of Percentage No. of Percentage 
machines machines of utilisation machines fully of utilisation 
not used springly used utilised 
,.-~-----.-

3 13 4% 1044% 14 32% to '1~; 

Low Cost MachiR('5 : 

g 66 J /~ to 23 ~~ 69 3/~ to 60~'~ 

4.2 It is seen from the above that 11 machines inciooing 3 high cost 
machines have not been used at all. In respect of 79 machines (including 
13 High Cost machines) the utilisation factor is as low a~ I % and ranges 
between 1 % and to 44%. There are 83 machines (including 14 High • 
Cost machines) which are stated to be fully utilised put their utilisation 
factor ranges between 3% and 91 %. 

3' 
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".~ The percentage of idle machine hours to available hours was over 
68 in each of the last 5: years ending 1985-86 as detailed below : 

Year 

1981-82 

1982-83 

1983-84 

1984-85 

1'85-86 

'Pcn:entQc of 
idle hours to 

available 
hours 

68"25 

70-65 

68·35 

700()9 

73·25 

4.4 The Committee desired to know what were the reasons for snch 
a large scale idleness of machines. 

The Chairman and Managing Director of BlfPY explained this position 
as un~r during his oral evidence : 

"It is true that whatever machine is absolutely essential for working 
or for developing the production which we have envisaged in 
the production report, we need to go in for. The normal 
practice is even to decide whether, if it is i very low utilisation 
machine, it is worthwhile to have the machine or if facilities 
are around we make use of those facilities and do not invest 
on the machinery. That is'pormally gone into. What we are 
able to see from the records is that in the year when we en-
visaged this, there were no facilities available around any-
where and moving any of the big thing and getting the work 
done from a place like Madras or Hyderabad, mdving back 
I'pd forth, would cost us a lot of money. We devide the 

-machinery ;pto two broad categories. high-value machines and 
low-value machines. In the 'case of low-value machines, the 
utilisation may be poor but still they are inevitable because the 

. amount of money we would otherwise have to spend in trans-
porting things would be much more than the cost of the mac-
hine itself. By and large, we find that utilisation in the case 
of high-cost machipes is about 60 per ceqt as compared to 
about 30 per cent utilisation in the case of low-oost 
machins ... " 

".5 Asked as to how many machines are there in the high cost or in 
the low cost whose utilisatiOn has been less than 10 per cent. 

The witness replied:-
"In hi&h-cost machines, there are one or two machines. One is a 



big contra1 lathe. It is inevitable for us because there is nO 
facility available either in' Hyd~b~ ot in Madras for d~ 
that job. We have no option but to do the job on the machine; 
We are trying to utilise the machine for something else also. 
May be. the cost of production;. if I use that machine, may be 
more, but we will make use of the machine to the extent 
possible. ,That arrangement, we are trying to do. There arc 
one or two 1arge-sized machines." 

4.6 Amongst 11 machines not at an used during 1985-86, one machine 
viz. tlte Electro Slag Machine (Rs. 5.69 lakhs) was used in the intial 
stageS t:¥Ily. Asked about the reason for not utilizing this machine now. 
The witness replied : 

"It might have been used in the initial stages for working. But 
thereafter I do not think: this has been' worked at all. The! 
machine is in order, but there is no use for the machine. 
Technologically, we do not use it. I have the original pro-
ject report. whim it was prepared for large thick-walled 
vessels, what the Russians follow, the same technology was 
adopted, but we found that tecbnology was obsolete; we 
have much better technology av::ihble and we have changed 
over and gone to the different technology which is much more 
beneficial. Technologically. if you, view the machille and do 
the welding, the whole vessel requires normalising. If we want 
to use the machine, we have to go for normalising which is a 
problem. We have not gone for that." 

When further asked. what was the Company going to do with this 
machine. The witness said : 

"We have tried to find a market. In India nobody is using this 
machine, nobody wants this . . . . We have been trying to 
find out whether any big boiler manufacturers like BHEL will 
require this." 

4.7 Explaining the steps taken to improve utilisation of machines the 
witness deposed during evidepce : ' 

"We have examined and identified certain balancing facilities to 
work in conjunction with. One 'facility has a bearing on the 
second facility. Wherever there was a ddiciency in the capa-
city available, we have added things here and there. which 
ultimately improves the overall working. Secondly, with re-
gard ,to the timely inflow of materials into the shop, we have 
lets of problems. There are cases where for the import 
licence, we have been struggliag for 4-5 month's. In the ' 
process, there was lean period and peak period. Duri!tg the 

04-64 LSSf87 
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peak periods, lead increases and during)he lean period, there 
is a spare .capacity." 

4.8 The Committee enquired whether the large scale under utilisation 
of machines had come to M;{listry's notice and if so, what measuring had 
been suggested for optimum utilisation. In a note, the Ministry has 
&tated 

'Three machines, viz. Electroslag Welding Machine, Plate Bending 
Machine and Wrapping Machine, which are not being used, 
have already been declared as surplus and prospective pur-
chasers/users for these machines are being located. Some fA 
the machincs even though with low percentage utilisation 
are required for manufactur_e of equipment, for which BHPV 
has been established. 

During the Review Meetings, the Ministry has pointed out about 
the low capacity utilisation and asked the CompanY to take 
necessary remedial measures. Further, during the Board 
Meetings (where the representative of the Ministry is present 
as a Director of the Company). the issues were discussed and 
necessary remedial steps were suggested. Consequent on 
such low capacity utilisation, the Company has taken up a 
number of diversification schemes. In th)scontext, it may be 
stated that in any Engineering Industry, certain machine, which 
are of general purpose in nature, cannot be fully utilised and 
at ·the ,arne time. the same becomes essential for taking up 

~ certain jobs. Also in one of the Board Meetings, it. was aug-
gested that the Company may examine the possibility of ~g 
out the idle facilities to some other undertakings. Due to 
various practical problems such a hiring out was Itot found 
feasible.'" 

4.9 As stated earlier the capacity of the Company was reduced from 
23,210 to 18,0Qi) tonnes in 1975. The Committee desired to know to 
what extent the machines were rendered surplus on account of reduction 
in capacity and how were these machines being utilised. The Comp3UY 
have in a note stated : 

"Originalty. the ComPBllY envisaged to produce 23,210 T of equip-
ment of a particular product mix laying more stress 'On pres-
sure Vessels, storage Vessels, furnaces. large quantum of 

. piping, large quantity of pressed parts with carbon steeL How-
ever, due to paucity of orders in some of the areas (being 
low technology' items}-Fired Heaters and Furnaces. pipiDg 
and pressed parts (dished ends)-the product mix had to be 
redefined. depending upon the market needs so that the over-
an standard hours worked can be utilised without substantial 
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change in the tonnage. Thus, when the diversification plans 
were developed readjustment in tonnage had to be made: 
This, . however, enable the utilisation' of manpower available 
on the reduced tonnage rendering certain machine capacity 
surplus for future years. Thereafter, \Vith the introduction 
of diversification plans for Boilers and introducing hot petal 
pressing technology for the manufacture of spheres, these faci-
lities are being utilised to a large extent reducing their idle 
time." 

4.10 At the time of derating the capacity from 23210 to 18000 tonnes, 
the capacity of 4500 tonnes for pipe fabrication and 3000 tonnes for 
dished ends was reduced to 1000 tonnes. In regard to utilisation of faci-
Jities created for dished ends, the Company have stated: 

"BHPV requested BHEL to off 1000!I some of their piping jobs till 
1979 to 1983. which enabled improvement in the utilisa-
tion of facilities for production upto 500 tonnes per annum as 
against 12 Tonnes Quing 1976-77 and 4 tonnes during the 
period 1977-78. 

BHPV in its own tum has taken up manufacture of Industrial 
T Steam Generators. which, once again. has helped in utilising 

pipe fabrication facilities. 

r 

In order to meet the specific requirements for Boileq;, one more 
Pipe Bending ?\tachine has been added. It is expected that 
with the improved order book position in the Boiler field. the 
utilisation would improve graduany even though presently it 
is below 10%. As these machines are spc;cific purpose 
machines required for both Boilers as well as Piping, they 
carinot be dispensed with. 

4.11 Dished Ends 
The capacity utilisation in respect of Dished Ends as indicated in 

the CAG Report under reference dealt only wi~h the Dished 
Ends that have been pressed for outside agencies. Apart from 
pressing the Dished Ends required for manufacture of other 
capital equipment within the .Company, the same machines are 
being utilised for other pressing purposes· i.e. for Horton 
Spheres etc. During the year 1985-86, the total tonnage pres-
sed on these equiplllent was 3424 tonnes. 

The utilisation of the 3 Presses during .the year 1984-85 and 
1985-86 ill indicated her~~n<Ier' : 

(i) 1600 T. Press . . 
(ii) 400 T. Press . 

~i~...:!:~~s __ 

_________ 19S~.sJ. __ 198S.86 
92% 
50% 

. .68°{, .-----

91 ~~ 
61~~ 

'!'''j.--
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Thus, it could be seen that the f~ilities created for the pres~ 

parts (Dished Ends) is being u!ilised to the fullest extent p0s-
sible," 

In another note, the Company has stated : 

"Utilisation of Pipe fabrication facilities during the year 1985-86 
was around 7%, Consequent on BHPV's Jaking up the 
diversification scheme of Industpal Boil~ the facilities are 
necessarily to be maintained' and the cap;u:ity utilisa~on for 
Pipe fabrication is expected to improve, 

We have also been requesting BHEL to utilise our facilities for 
their work, in order to i~prove the utilisajion," 

4.12 The Committee enquired whether lillY forecast on the load for the-' 
m8chines/machine centres was being prepared at least now to plan for 
full and profitable utilisation of capacity of the machines and if not hoW' 
is the Company ensuring that all the machines are being fully utilised.' 
The Company has stated : 

''BHPV is a jobbing shop manufacturing the custom-built equip-
ment and any forecast of the load on machine/machine cen-
tres can be prepared as and when the orders are receive4 and 
the manufacturing drawings are made, With various cons-
traints, it will be di1Iicul~ to plan for full utilisation oj! 
machine/machine centres. However, with the installation of 
the modern computer, the entire manufacturing technology is 
being computerised. This would enable us to wri~ the rough 
technological process for various equipment at the enquiry 
stage itself which:. in' tUIill. will enable us to get the approxi-
mate load on various machine centres when once the enquiry 
results in an order." 

4.13 n. Committee DOte that the BHPV bad origiDaIIy installed plaat 
and machinery at aD estimated cost of Rs. 1061 Iakhs for an 8JlIIII8I pro-
duction of 23.210 tODDeS. It created additioual facilities in 1976 at a cost 
of Rs. 20.70 Iakhs for the revised product mix. Subsequently also sabstau-
tial capital investment bas been made in providiag balaDc:ing fac:ilities for 
the, proclac:tioD of spec:iaIised products. Daring the years 1983-84 to 1985-
86 additicmal investment to the extent of Rs. 644.64 Iakhs has reportedly 
been added to the plant and machinery. At the end of March, 1986. the 
gross vain 01 plaat and mac:ldnery hlstalled at BHPV amoaDted to 
Rs. 2311.69 Iakhs against the origiDaI estimate of Rs. 1'061 lakhs. Thas 
even tIIoqIt dte prodadia capacity of the Company lias been redneed 
from 23,210 toIIIIes to 18,000 toDaes, there have heeD substalllial additions' 
to dte plaat _ ...m-ry. 



4.14 Widt file overall UtilisatiOD factor of the plaut I'8JIgiag betweeD 
~ and 60 perceDt only, a major portiou 01 the installed capacity in 
machiDes has remained IIIUItiIised or underutilised. From the information 
made available to the Committee it is seen that the percentage of idle 
macbine hours to available machine hours was as high as 73.25% in 1985-
116 and this figure was never less than 66.8% dnriDg the last 5 years. Such 
large scale idleness 01 the machines should necessarily be a cause for serions 
concern both to the undertaking as weD as to the Ministry of Industry. 'Ibe 
Committee desire that suitable corrective measure, both short-term and long 
term, should be taken urgently to ensure that the idle and nnderntilised 
machines are pDt to maximum prodnctive use. 

4.15 The Committee have been informed that apart from auxUiary 
equipmeDt such as cranes etc., 173 machines for aidiog the l1181111facture of 
equipment at BHPV have been installed. Out of these 75 machines valuing 
Rs. 667.48 Iakhs had been procured from outside the connry. Depending 
00 the cost these have been categorised as High Cost and Low Cost 
machines. It is seen that 11 machines includiug 3 High Cost machines 
laave not been used at aU. In respect of 79 machines (including 13 High 
"Cost MaChines) utUisation factor ranges between 1 % and 44% and there 
are 83 machines, which are stated to be fully utilised but their utilisation 
fador ranges between 3% and 91%. This presents a very dismal picture 
aod calls for immediate remedial steps. Not ouly the huge capital invoh'ed 
in the purchase o( these machines is blocked without any return, avoidable 
expenditure is incurred on their servicing and maintenance. It also results 
.in misntUisation of the precions space. 'Ibe Committee, therefore, recom-
mend that the machines not being utilised should be disposed of imme-
diately in whatever manner possible. Possibility of using these machines in 
other public sedor undertakings may be explored and if there are no takers 
there, these may be put on sale to private users. A fresh exercise may be 
made to identify such of the sparingly used machines which can be dispen-
ad with in the interest of ecouomy. 'Ibese may also be disposed of at the 
earliest. 'Ibe Committee would expect to be apprised about the concrete 
_tioD taken in this regard within six months. 



CHAPTER V 

RESEARCH AND DEVELOPMENT 

The broad objectives set out for BHPV inter alia provide that BHVP 
will strive: 

(a) To achieve a leading position in designing, engineering anel 
manufacturing of quaiity process, storage and distribution 
equipment required by various industries. . 

(b) To design, engineer & manufacture cryogenic plants andcreat~ 
a network for di~tribution of cryogenic liquids. 

(c) To achieve a leading Position in research and development ill 
different fields of engineering and teChnology in the areas of 
work relating to its business and to strive for greater self-
reliance through import substitution. 

5.2 The Research & Development Division was set up in BHVP ill 
the year 1975 mainly with the objective of developing manufacturing 
tcchnologies, to improve the process designs and to bridge the technological 
gaps. Ai on date, the R&D Division has 21 Executives, 5 SupervisorY' 
personnel. and J 9 workmen. This Division has reportedly completed 32 
projccts upto the year 1979-80. During the period J 980--83. 16 pro.. 
jects (spilled over from the year 1979-80) and another 19 proposed during 
this period were completed. However, 12 projects which were taken up-
during the year 1982-83 spilled over to the next year. Out of these total 
12 projects under progress during the year 1982-83, 11 prujects wer~ 
completed during the year 1984-85 and 1 project was dropped. 

5.3 The R&D programmes are divided into 3 groups viz., 
(a) Improving the technological process for the existing products. 
(b) Developing new technologies .both for the products already 

manufactured and \he new products needed for the market, 
and 

( c) The long term development programmes keeping in view the 
market requirement for the future bUSiness. 

It has been stated that upto the end of March, 1986,. Rs. 225:29 lakhs-
were spent (Rs. 104.61 lakhs on capital account and Rs. 120..68 lakhs 
on revenue account) on R&D programmes. An estimated outlay of 
Rs. 684.91 lakhs has been provided during the VII plan period for taking 
lip a number of new projects, which would greatly help for taking up new 
products I processes which have commercial applications. It has beeD 
Iltated·in this context that the expenditure on R&D forms less than 1 %-
when compared to the total turnover of the Company. 

46 



47 

S.4 In regard to achievements of R&D it has been stated that 
(i) Apart from effective contribution)n bridging the technological 

gaps, the division has been making efforts for continuous indi-
genisation and for development of new products. and systems~ 

(ii) Presently the R&D is dealing with manufacture of titanium 
anodes for caustic soda industry and cryobiological containers 
for dairy industry .. 

(iii) Certain products viz. super insulated piping and tanks, quick 
freezing units, L. N. 2 tanks, titanium heat exchangers! 
columns/vessc;ls, etc., are poised for release for commercial 
exploitation. 

55. During evidence before the Committee, the CMD deposed as 
under : 

" ............ for designing equipment we have been by and large 
abl~ to achieve and today ';e are quite confident of designing 
all the equipments. May be some more work needs to be 
done in order to optimise this equipment to make it more ec0-
nomical. That is in the process. 

He added: 

"There are three product groups, viz. Process Plants Cryvgenics 
and steam generators. In the Process Plants originalIy we get 
the technology through the collaboration agreements and it 
was primarily for the manufacture of the carbon steel vessels. 
But as !he product mix and the profile of the process industry 
changed over a period cf time, we have no option but to deve-
lop our own equipment that is required. These are aU with 

. our own efforts we have gone through with the basic technical 
know-hQw that is available for the carbon steel equipment. 
These have all been fully developed by us and we are now 
confident that we can design. In some areas we may have 
to optimise tbese things depending upon the feedback infor .. 
mation from the industries. As far as the Cryogenic Is con':' 
cerned, till 1981-82 we have been manufacturing the equip: 
ment with the design and process know-how available froni 
our collaborators. But in 1980-81 we signed a coJlaboration 
agreeme.nt and thereafter we have been successfully able to 
absorb the technical know-how and today we are confident to 
say that we can design the plants ourselves. As a matter of 
fact, 3-4 plants which we have now recently been constructed 
are of complete indigenous desiyl. But we would not like to 
take too much risk of the equipment. So we.got them vetted and 
thery is not much change· about them which the collaboratorS 
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have ev~r made. So, we are confident that we can get through 
this equipment without any probl~. The third product is 
the steam generator. It is basically in collaboration with ano-
ther pu~li~ sector undertaking, Bharat Heavy Electricals. 
We are confident to say that we can design the boiler upto 
200 tonnes. But ~ause of the availability of orders anly 
upto 100 tonnes, we are doing it. Beyond 100 tonnes, orders 
are not available. But upto 100 tonnes, we have been able 
to do that." 

5.6 The Committee wanted to know whether in the areas of produc-
tion and design, BHPV' was dependent on imported technology or iDdi-
genous technology and proces!ies had been developed. The Committee 
also wanted to know whether the technology being used was internationally 
competitive and upto date. In this connection the CMD stated in evi-
dence : 

... 

v. 

or' 

"As per the present level of confidence, I would like to say that 
we are confident of handling all these equipment wherever we 
have signed agreements or collaborations earlier. Even if the 
collaboration period expires, We are confi<1ent that we 
can. meet the requirements. As a matter of fact, there are a 
few dev~lopments which we have done based on the know-how 
collaboration of these equipment. For example, one of the 
equipments has been supplied by us to the Department of 
Atomic Energy recently. It may be the technology that we 
have got 10 years ago but still we have been doing it. But 
unless we work economicaDy we will not be competitive ill the 
market compared to any manufacturer outside the country. 
So, we are trying to develop our own technology so that we 
can be competitive. Thl!,t is why in the process of develop-
ment, a prototype of multi-layer vessel is being fabricated. 
evell though it will cost a little bit money. It is because 
oth~rwise in that particular field, ~e are likely to be complq-
tely out of the picture. In order to avoid that situation we 
have taken up developments and we are confident that we ~ 
handle completely 100% equipment ¥t the process plaRt area 
except very high pressure heaters for hydro cracking proceiS. 
In cryogenics, except a few critical areas like hydrogen for 
which we do not have know-how because we did not think it 
necessary at that time, may be in the future course of time, it 
may be necessary for us to get into that particular &rei-
other areas like air separation plant, nitrogen washing plant, 
purge gas recovery for f~ plant are all in our field 
and we are absolutely confident to handle them. As far as 
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boilers are concerned, up to the capacity 100 to 150 tonnes 
'-l'Cr hour there is no difficulty. But apart from that we have 

also gone into j~int working ipto the waste heat recovery: 
system. Even though it is not covered by @llaboration ~ 
ment, we have quoted along with big outside supplier for 
waste heat recovery system and the order is now under execu-
tion. So we will be able to gain a lot ~ore experience e~ 
in waste heat steam generato.r. But in the process plant 
field, even though we have gained a lot of experience in the 
manufacture of equipment we would like to be. the leaders in 
the engineering field also and we would like to a start develop-
ing systems ~ause in the system engineering, we are 
sti!l not able to independently work. Of course, in a few 
areas, we are doing i~ well. But that does not satisfy us and 
we can ·neit say that we have achieved the objective in the 
system. engineering set-up." 

5.7 In reply to a, question whether the technologies obtained from 
abroad were upto date the witness stated :-

"About technological information and what we got through various 
collaborations, I agree that they have been very old tecfmology. 
It was nearly 8 or 10 years ago. We have not signed any 
collaboration agreement for process equipment in the later 
part of the history of the company. But in the areas where 

. we have gone into for -new collaboration in the years 1981-82 
and 1982-83, two collaboration agreements and one was for 
process know-how from L' Air Liquide of France and other 
for atmospheric storage tanks with BSL of France. It is one 
of the best technologies in the world and we have mastered 
the technology and in the process, we have been able to compete 
in the international tenders for Indian projects. And I am 
very proud to say that we have not lost even a single tender in 
the international tenders for Indian projects. Whenever we 
have quoted with L'Air Liquide technology for the Indian 
projects we have not lost even one single tender for the 
last 4 years. In the cryogenics area, we entered into an 
agreement with L' Air Liquide of France in 1982. It is· one 
of the liltest technologies and we have entered into a collabora-
tion with Mis. BSL France for Storage systems and that is . 
for storage at minus 180 deg. In the process plant we had 
collaboration 8-10 years ago. Based on that we developed 
our own technology. May be it is no< the optiplum one, but 
we are trying to mak.e it more optimal to derive the maximWli 
benefit out of that." 
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5.8 The Committee enquired whether the R&D in BHPV was working: 
QIl the pevelopment of various processes to make them upto date and inter~ 
IUltionally competitive. In reply the CMD stated : 

"Our R&D are working on the development of various manufac-
turing process to improve the overall productivity and redlJCC 
the cycle time. As far as the equipment is concerned our engi-
neers are doing very well. Our problems are going to be in 
the areas of system engineering for which we do ~ot have 
enough kno~-how in the company. We are _associating itt 
certain are~s, Engineers (I) Ltd., POlL, FACT etc. wherever-
possible, but there are certain areas like ONGC gas collection 
units, gas and oil separation units where there is no know-how 
available. In. these areas from case to ~se we fry to tie· 
up with one of the leading consultants outside." 

5.9 In a note furnished at the instanee of the Committee, it· has been' 
lfated that : 

"The R&D Division of BHPV, which was established dwing the-
year 197.5, is also helping in improving the manufacturing! 
fabrication processes for the existing products and also work-
ing on technologies for development of n~w' products etc .. TIle 
development of manufacturing' technology for the Trays used 
in the Tonnage Oxygen Plants development of technology for 
the fabrication of Diesel Exhaust Manifolds, development of 
Oil Separators for fir,'1ed tubes etc. have resulted in an import 
substitution to the extent of Rs. 150 lakhs approximately. 
Similarly, development of some of the new products like 68 
Kg Chlorine Containers, 160 Lit. capliCity Super-insulated 
containers, Super-insulated piping and technology like Cupro-
nickel cladding, welding and overlaying of MO!lc:1 resulted in 
improvement of the turnover by Rs. 100 lakhs. To k~ 
pace with the new technological changes and different ,Stan-
dards and codes, BHPV has become a Member of various 
Engine~ring Institutions like HTFFS, UK etc. The literature 
published by these Institutions is considered invaluable. BHPV 
attained a number of International reconditions in the Quality 
field like ASME Certificate (U, U2 Rand S Stamps). 
Lloyds Class I Certificate etc. These reflect ~e calibre pnd: 
competence of BHPV for fabrication of Quality produgs to> 
Intern9.tional standards needed for process industries." 
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5.10 ThcJCommittee enquired whether BHPV have executed any i~­
on the basis of se1f-developed designs and if so what per~n~e of ~ 
total jobs do they constitute. In a note the Company has stated : -

"BHPV has executed a number of products on self-developed 
design and the details of the same are as follows : 

(i) -Large-sized Pressure Vessels, Column with alloy steel and 
non-ferrous metal and stainless steel Heat Exchangers 8.!id 
other equipment with exotic metals like Titanium, Zirconium 
etc. However, these are still required to be .optimised and 
oriented towards s}'Stems and sub-systems. Acco¢ingIy, efforts 
are being made i~ this direction. . 

(ii) In the Horton Sphere manufacture, erection.and stress relieving 
of large--sized spheres upto 17 M. diametre. 

(iii) Transfer of know-how for design and manufacture of Pressure 
Vessels, Heat Exchangers and Columns for ENCC, Algeri~ 

(iv) Development of Jpanufacturing technology for equipment with 
exotic metals like Tjtanium, Zirconium, etc. This enabled' 
BHPV to enter into TiUUlium Air Bottle manufacturing ~ 
some of the special equipment for strategic sector. . I I 

The details regarding the percentage ,of the jobs executed od 
the basis of self-dev~loped designs to the total production for 
the year 1985-86 ar~ given hereunder : 

Description 

1; Special Steel Equipment 

2. Horton Spheres. 

3. Defence Jobs 

4. Consultancy 

Percentage 
to Produc-
tion of 
1985·86, 

3'78% 

6'41% 

0'51% 

1'31%" 

5. n The Committee have beeD' informed that the total engineering & 
R " D expenditure 011 account of personal payment alone will be a\Kxlt 
Rs. one crore per year. It has also been stated that BHPV has recei~ 
a, letter from the Govt. that they must use as many technical Institutes as 
possible for development apart from their own R&D and they must aim 
to reach an expenditure of about 5 % . The Committee asked whether 



-.be results of teclmological im!ovations developed by R&D had been 
.evaluated and quantified. In a note, the Company· has stated .: 

"The ~ & D programmes are divided into 3 groups viz., 

(1) Improving of the tec~ological processes for the existing pro-
ducts; 

(2) Developing new technologies both for the products already 
manufactured and the new products needed for the market; 

(3) The long-term development programmes keeping in view the 
market requirement for the future business. 

In respect of (1), various technologies developed are already put to 
1USe and no quantification has been done. In respect of (2), the quantifi-
ation has peen done:: as given below : 

(a) The, development of manufacturing technology for trays used 
in the Tonnage Oxygen PlaJl!S, Development of technology ~or 
the fabrication of 1;xhaust Manifolds, Development of Oil 
Separators for finned tubes, Developmen( of Vacuum insulated 
piping etc.! resulted in. an import substitution to the extent of 
Rs. 150. lakhs approximately so far. 

(b) Development of some of the new processes/components like 
68 Kg Chlorine Containers, 160 Lit. capacity super-ins~d 
containers, suJlc!f insulating piping cupronickel cladding tech-
nology, welding and overlaying of monel etc. resulted in im-
provement of the turnover by about Rs. 100 lakhs .. 

(c) Development Stress Relieving Technology including the related 
system and equipment. We have saved approximately Rs. 20 
lakhs in foreign ex.change. 

(d) We have also developed Technology for Strategic Sector for 
which quantification has been t:nade. 

In respect of (3), we intend doing quantification as and when the 
..,roduct finds market." 

5.12 The Committee enquired whether the expenditure and effort so 
far taken on R&D was adequate to achieve the goal of self-reliance as 

'llaid down in the corporate objectives. In a note it has been stated : 

"As may be seen from the list of ~jccts completed, the concentra-
tion was mainly to develop new processes and to bridge techno-
logical gaps required to meet the latest technology. Since 
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D&D effo~s are contipuous, it cannot be stated that self--
reliance has been achieved." 

5.13 The ColDJIIittee find that BHPV bad set up a R&D Divisioli-
as far back as in 1975 mainly with the objective of devdoping muafac-
turiDg technologies, to improve the process designs and to bridge the 
technological gaps. As on date the R&D Division bas 21 executives. 
5 supervisory persounel and 19 workmen. It bas been stated that apio 
the end of March. 1986, an amount of Rs. 225.29 lakhs bad heeu spentl 
on R&D programmes. An estimated outlay of Rs. 684.91 lakhs has 
heen proviaed during the VII plan period for taking up new products I 
processe5 which have commercial applic:ations. When the Collllllittee! 
enquired whether the expenditure and elfort so far taken on R&D was 
adequate to achieve the goal of self-reliance as laid down in the corporate 
objectives, it was stated that since R&D efforts are continnous it can not 
be stated that seU-reliance has heen achieved. 

5.14 The Committee have been informed that the total engineering and 
R&D expenditure ,on account of personnel payment alone will be a~ 
Rs. one crore per year. As large amounts are being spent on R&D 
activities, it is imperative that the results of the technological iunovations 
made and processes developed by R&D are properly evaluated aDd 
quaBtified. The Committee therefore feel that it would be in the fitness 
of things that the performance of the R&D Division is snbjected to a 
scrutiny by an independent body of experts to make an assessmeat as to! 
how far the benefits of R&D el'orts have· been commeusurate with file. 
elllPenditure incurred thereou. 

5.15 The Committee find that BHPV's dependence on foreign colla-
borations has not ended. As a matter of fad whenever some new product 
is taken up BHPV bas been entering into agreements for the supply 
of technical docmnentation concerning the specific product/ equipment. 
For the process equipments, BHPV bad various collaboration agree-
ments at the time of its inception. In the years 1981-82 and 1982-83, 
BHPV has entered into fresh agreements with L' Air Ligoide of F~e 
and BSL of Fraoce for cryogenics and atmospheric storage tanks 
respectively. The Committee have been informed that the nndertaking 
was now proposing to go into the areas of. system engineering for whicb. 
there is not enough know-how and the UDdertakiDg may bave to seek the 
help of a collaborator. If these trends cQntinne, BHPV's dependence 
on foreign technology will never come to an end and the possibility of self-
reliance in technology will never be realised. It is. significant to note dud 
the percentage of jobs execnted by BHPV on the basis of self-developed 
designs is very small in the context of the total. prodnction of the lUIder-
taking. The Committee feel that the aim of any R&D drort should be' 
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..... tile uadertakillg is eaabled to all8imDllte various techBoiogies obtaiaed 
from foreign collaborators and is iB a position to develop its own systelll 
and processes for new products. The Committee trust that BHPV will 
ave to ell8lll'e that when the preseut set of coUaboratioDs come to l1li 
·ad it would DOt be necessary to renew them. 
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6.2 It will be seen from the above that the inventory in excess of thO' 
norms to me extent of Rs. 450.70 lakhs in 1983-84, Rs. 3602-48 lakb& 
in 1984-85 and Rs. 1014.65 lakhs in 1985-86 was being maintained by 
BHPV. I ' _ , . " <1.. I 

6.3 It is also seen from the Annual Report of the Company for the 
year 1985-86 that the total inventories held by the Company at the end 
of the last 3 years were as under : 

Year Amount (in lalcru) 
1983-84 6144.61 

1984-85 7242.11 

1985-86 5586.70 

The total inventory held includes non-moving inventory for more than 
3 years of Rs. 284.39 laths in 1983-84, Rs. 200.78 laths in 1984-85 
and Rs. 170.79 laths in 1985-86. 

Asked, why had the Company procured inventory in excess of . the 
norms fixed by BPE, the Company stated in a written note : 

"(a) BHPV being a job manufacturing unit undertaking fabricat4m 
of equipment against specific customer orders, procure-
ment of raw material is closely tied up with the infiow of 
orders. In most of the cases, procurement of material w 
to be done with detailed technical delivery conditions te be 
followed by the manufacturing mills to s!!it the specific ~us-­
tomer requirements. In view of the above, bulk of the raw 
material inventory is being regulated in accordance with !he 
orderbook position. Further, conseq~t on taking up some 
of the recent orders on the basis of system sales, inventory of 
Bought-out components bas also increased consi~rabl.y. 

(b) BHPV received an important order from VJ.Sakhapatnam Steel 
Project for supply of 3 Nos. 500 TPD Air & Gas Separation 
Plants valuing Rs. 96 crores. Consequent on defi:nnent of 
delivery schedules by the customer, many of the Bougbt-out 
components procured against this order could not be despatch-
ed to customer and re~ed as inventory." 

6.4 Expressing its inability to adhere to BPE's norms for bolding of 
inventory, the Company explaiJied the position as under : 

"BPE sugaested ce~ norms tor bolding of inventory in tenns of 
which 6 months holding was suggested in the case of incligen-
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~ I DUB raw material ~ 12 months for bpported raw mate!i.al. 
~, in actual practice, it was obIened tIlat Ioo&er lead 
times were required for procurement of indigen~ steel ma~ 
rial due to heavy demand with limited allocations by SAIL" 

6.S The Committee observed that materi!ll ~ent should be very 
efficient and Company should know future reguirements. Replying to this 
observation of the COmmittee, the Ch,~an and Managing Director of 
BHPV said during his evidence : 

"As far as materials are concerned, we are not in a position to 
take advance action. Only aftCJ:' we. g!:t the or~rJ designs ~ 
finalised; then we indent tor the mat~rial. We do borrow JIl.ll!e-
rial from cUstomers wherever ~bIe and then replace them 
subsequently. But in certain ~ases !Ie have to wait for the 
materials to arrive ~d then feed into the shop. Some of the 
procedure are so diflicult we are not able to get the material 
faster to meet our deJivm commitments." 

6.6 The Committee pointed out tha! on the 0I!e side the Company says 
that material is not available ~ on the other side looking at inventory, 
it is found that material held ~ indigenous and im~ is in excess 
than BPE's norms. In this context the 'Yitn~ said : 

"Suppose I need One tonne of certain specjal material. No rolling 
manufacturer ever accepts my orde~ for one tOIIne of gl!lte~ 

rial. We h~ve no option but to buy tho minimum quantity 
acceptable to him. 9tJIcrwise We will not get materi{ll Ilt all. 
So we may get 2 tonnes. We use one tonne. We keep one 
tonne extra. There are some areas where I cannot u~ it. I 
have to d~pend upon the incoming material. This soft of a 
situation is very ~on. We alw~ys try to save time by 
using ,as much as possible from the !vailab1e stocks. Other-
wise we have to wait for raw material to come from abroad. 
Take the case of stainless steel, alloy steel, etc. 'These arc 
imported. We know ther~ ~ lot of difficulty. Even tho deli-
veries get affected not because of our inefficiency but because 
oll the cumbersome and long drawn procedures anll We are 
unable to solve this." 

6.7 Referring to i!ldigenous raw material, the witnesa coatinued : 

"We try our best to identify whether we can order in some ~ 
quantities but not been successful. The Company at one poInt 
of time tried to identify the material and rationalise this tbjng. 
There was bulk qiuntities and there was ~ty ~use of 
high .inventory build up and these could BOt be used for other 
things. Some how we managed to come out of this situatiori. 
We did not waDt to get into the II1II8 lituatioB." 

~LSS/87 
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6.8 The Committee noted that not ODly the inventory holding was on 
the highers side but even the finished st~k as ~ under, got Pre-
pared as far back as February, 1980 was laying in CogJpany's store~. 

Month Description Value Reason 

2/1980 Digester 5,48,000 This work order was 
cancelled in the year 
1980. -

1/1'85 Pipe bends 1,05,800 Customer has not lift-
ed the material. 

3/1983 IC·Piping 29,800 Orders cancelled by 
customers. 

6/1984 Drying bottlc 66,900 Damaged stores 

6/1984 Vaporisen 20,100 Damaged stores. 

6.9 When the Ministry was asked whether it reviewed the position of 
excess/surplus inventories in the Company and suggested any measures to 
reduce them. The Ministry replied in a written note : 

"There are some reasons on account of which inventory has to be 
kept at a high level firstly, the procurement of material 
has to be done with detailed tec~cal delivery conditions to 
be followed by the manufacturing mills to suit the specific 
customer reqUirements. _ Secondly. taking up of some o.rders 
on the basis of system sales, inventory of bought-out compo-
nents increases considerably. Thirdly, the delivery IlChedules 
are sometimes deferred at the instance of the ~er. In 
such cases, bought-out components are not despatched to tpe 
customer and re.!ained as inventory. 

Periottical reports are being called for by the Ministry from 
time to time to review the excess/surplus inventory. While 
drawing the annual pbins each year, this review is made and 
the company is ask¢ to revi~'!i the inventory position on 
quarterly basis regularly." 

In a note the Company has stated :-
''Following actions are being taken for controlling the excess in-

ventory : 
1. Periodic exereises to review the surplus/non-moving in-

ventory . are being made. Task force groups have been 
constituted to study the possible alternative uses in regard 
to surplus/non-moving stocks. 

2. Commercial group has been regularly followed with cuS-
tomer for getting the despatch clearaDCe!l to transport SOlIle 
of the bougbt-out C.QDlponents and the fini~ goods. 
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3. Despatch programmes ~e drawn iU1d weeldy despatch 
meetings are being held for bringing down the ~ 
goods inventory." 

Surplus and TWII-moving stores 

6.10 The value of surplus apd non-moving sto~ as on 31st March, 
1986 was Rs. 416.10 lakhs (including surplu..s sto~s of Rs. 95.92 lakhs). 
Audit has informed that a review of non-moving stores (each item worth 
lts. 1.00 lalm and above) . held in stock showed thl!!. 38,623 Kg. of car-
bon steel plates (value Rs. S.2S lakhs) were imported against specific 
We orders after completion of which the material has been lying in !!t..ock 
since March, 1976. Similarly 76 tonnes of stainless steel bends flanges 
etc. (value Rs. 8.75 lakhs) bought before August, 1976 a&ainst specific 
~uirements remain unutilised. 

6.11 The Company informed the Audit in September, 1983 that 
bought out components and spares do not have general use and efforts are 
being made to identify suitable requirements in which these could be used 
when new orders are received; for raw materials, efforts are also being 
made to identify the items which have alternative use. 

6.12 The Committee wanted to know the steps taken by the Compapy 
to utilise/dispose of the surplus/non-moving sto,.res. CMD, BHPV rel!lied 
during evidence :-

"Material stocks are periodically reviewed and i4entified into l!on-
moving items, slow mov~g items etc. Even if it is a slow 
moving item we do ~ ~jlOSe it off. We keep it. It is 
cheaper to keep_ it rather to go in for the market; it is cheaper 
to keep it with us even with the inventory cost involved. So 
whe keep it. If i~ is a totally non-moving iten;t, what we ~o 
is this : We circulate this item to other public sector under-
takings in order to find out whether they require it or_not. '1Ie 
find out whether they c'an make use of. If it call{lot be made 
use of, periodically we call for the tender and try to disPQSe 
it off." 

Regarding surplus stores, f!te witness said : 
"We have created a task force which consists of engineering group, 

materials group and technology group. These three g-rou'ps 
are there. These three of them sit together and they try to 
identify as to where these materials can be used; how they 
can be used in the new designs and so on whatever is being 
developed, to the extent possible. They make use of it in the 
new designs if possible. If really it cannot be used, the 
OJrnmittee recommends action for disposal. At that time we 
take dispos81 action ...... .. 
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About non-moving itcDiJ, ~ added :-
"On non-moving items We have got a rep)ar group to analJle. 

They analyse the utility ~. of those things. Wherever it ii 
not possible to use anything, we try to dispose it of." 

6.13 The Company explained the steps taken to utilise/dispose off the 
surplUS/DOn-moving stores : 

"0) Task force groups have been cOnstituted tp analyse possibl~ 
alternative uses of the surplus/non-moviDg inventory; 

(ii) Items identified far disposal were circula!¢ to other Public-
Sector Undertakings and actions ate taken to 4ispose oft the: 
same by public auctions wherever necessarY. 
One officer has been identified exclusively to interact with 
various Departments to find ~ve yses for non-mOYing 
materials. Positive results could be obtained by this exercille." 

6.14 Theoft-cuts arise when regular p1atea are cut. Some of these 
oft-cuts form part of non-moving stock~ A study of the arising of olf-cuts 
aDd their utilisation in manufacture duriDg 1980-81 to 1985-86 re~ea 
the following poaitioo :-

(In tolUVB) 

Year Opening Off-cuts Total Ofl'-cu1B Closing 
Balance durinc utilised Balance-

th~ year during 
the year 

1980-81 727-48 204 oO(j 931 ·54 270 -40 661 '14 

1981~82 661'14 452 ·17 lI13 '31 351·36 761·95 

1982-83 . 761 ·95 210·99 972 ·94 117 '44 8S5 -SO 

1911-84 ass 'SO 1599 ·38 2454 .8fI lQ22 30 1432 -58 

1984-85 1432 '58 1111 ·60 2544·38 1131 '38 1413 -00 

1985-86. 1413 0()() 8030()() 221~-OO 934 -flO 1282-00 
(Provilional) 

The oIf~ are valued at rates applicable to regular plates for pur-
poses of arriving at the value of inventoriee. 

6.15 It Is observed from. the above position that closing balance of 
O«cuts bas bOen lpereaslng year after year upto 1983-14. Thouxh the Cool-
PIIlY hal 1IIiIiseII su1IItaDtial stock dming die 1ut thDe years yet no SlICCIeIS 

SIC!IDI to ba'ftI Wen ac:hieved in. pISSiIlg of this stock to oUa Public Sec-
to!: UDdedatiI1p all Campauy is IIated to bue ~ 
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6.16. TIte ConuniUee fiacI that tile total iaveatories IIeId by BBPV 

-at the end of the last 3 years IUI108Ided to Rs. 6144.611a1W, Rs. 7242.11 
Jakhs and Rs. 5586.70 Iakhs repsectively. CoDSideriDg tile total IUIIIlIaI 
turDover of about Rs. 91 aores in 1985-86, tile Committee fiDeI that tile 
1evel of' inventory holdings is on tile high side. Not ODly tile levels of 
mventory holtfings are very high, the total holdings are mach in excess of 
the various norms laid down by' the BPE. It is seen that inventory 
'in excess of the norms to the extent of Rs. 450.70 Iakhs in 1983-84, 
Rs. 3602.48 lakhs in 1984-8~ and Rs. 1014.65 Iakhs in 1985-86 was 
being maintained by BHPV. Dis is a serious matter and undoubtedly 
callsl for intensification of etforts for bringing it down to a reasoDBble 
level in the shortest possible time. 'lbe Committee would like to he 
infonned about the concrete steps taken in this direction. 

, 6.17 Apart from excessive inventories, some items of finished stock. 
-of substantial value have been lying in company's stores. Fm1bermone 
the value 01 surplus and non-moving stores as on 31st March, 1986 was 
-as high as 416.10 Iakhs (including surplus stores of Rs. 95.92 lakIIs). 
Yet another item of inventory being acenmulated from year to year is tile 
arising of oII-cuts, which are valued at rates applicable to regular plates 
for purposes of aniving at the value of inventories. Task~' Force Groups 
1aave ,reportedly beenl constituted to identify the suplus inventory and. 
10 study possible alternative uses of surpluS/Don-moving stocks. Apparently 
tliese e'oits bJive nOt btougllt about commellSatafe results. 'the Compo 
mlttee desire that more vlgorons efforts are ,needed to streamline tile 
!Systt\m .. material managelilent in JlHPV. 



CHAPTER VB 

WORKING RESULTS & FINANCIAL PERFORMANCE 

The working results of the Company for the last 3' years ending 31st 
March, 1986, as per Annual Report for 1985-86J are as under :-

(Rs. in lakhs) 

1983-84 1984-85 1985-86 

Profit for the year . 406 ·15 979 ·02 880 ·38 

Add/Deduct prior period adjustments 38 '50 (-)87 ·40 30 -07 

Profit before tax 444 ·65 891 ·62 910 ·45 

Less : Provision for tax 34·00 335 ·17 

Profit after tax 444 ·65 857 ·62 575 ·28 

7.2 It is seen that during the year 1985-86 the ~mplUly's working 
resulted in a profit (before tax) of Rs. 910.45 la1ffis (including prior period 
adjustments) as against the profit of Rs. 891.62 lakh~ in 1984-85 and Rs. 
444.65 lakhs in 1983-84. However, there was a cumulative liability of 
Rs. 844.25 lakhs on account of Penal Interest (Rs. 190.08 lakhs) and 
Interest on interest (Rs. 654.17 lakbs) on Government Loans upto 31st 
March, 1986, against which an amount of Rs. 181.42 lakhs has been 
provided for. In clise, the balance liability of Rs. 662.83 lakhs (Penal 
Interest Rs. 190.08 lakhs and interest on interest Rs. 472.7~ lakhs) is alsO' 
provided in the Accounts, the General Reserve would have been 
Rs. 120.99 lakhs as against Rs. 783.82 lakhs shoWn in the acc9untS.-

7.3 Giving details of the financial performance of the Company, tM: 
CMD informed the Committee during eyidence :-

"The Company incurred losses up~o the year 1978-79 which ac«u-
mulated to Rs. 13.03 crores. However, with certain financial 
relief for three years i.e. from 1978-79 to 1980-81, the esti· 
mation has gradually changed thereafter and in particular during 
the last three ye8rs the C~pany could not only wipe aft its 
past accumulated losses, but could appropriate about Rs. 2.5 
crores towards the General Reserve Fund in the ye~ 1984--85. 
The provisional operating results for the year 1985-86 indic:2~ 
a net profit of Rs. 9.3 crores belore tax whieh would furtI\er 

62 



63 

improve cumuJative profitability positi'll of the Company. The 
finished productil:!n has also reached an all time high ~Q1d 
of Rs. 91.34 cro~ in 1985-86 as ag~ Rs. ~2.98 cror.es 
during 1981-82. By the end of the Sexenth Plan i.e. !>y 
1989-90, the Company with set goals expects to reach a level 
of Rs. 140 crores turnover." 

7.4 The Audit Report brings out that the accumulated loss upto 31s~ 
March 1979 worked out tp Rs. 1302.78 lakhs. From 1979-80 the Com-
pany earned profits and accumulated loss to end of 1983-84 camei down to 
Rs. 609.33 lakhs as against the paid up capital of Rs. 1731.28 lakhs as on 
that date. It has been pointed out that the cumulative loss of Rs. 609.33 
lakhs would go up further, if penal interest amounting to Rs. 537.56 lakhs 
payable to the Government for belated repayment of loan instalments, ~ot 
provided for in the accounts, is also taken into account. 

7.5 J:he Committee desired to know the seeps taken by the Company 
to improve the profitability and the results achieved in this respect. In :I 
note, the Company have stated :-

Year 

1983-84 

1984-85 

1985-86 

"As a result of undertaking many diversification schemes, improvipg 
productivity, reducing procurement lead time, redugion in pro-
duction cycle time etc., the Company could considerably im-
prove its profit position particularly during the last three years, 
as could be seen from date given below :-

Net profit 
before tax 

444·64 

891·62 

910·45 

Tax 

Nil 

34·00 

335 ·17 

Net profit 
after tax 

444 '64 

857 ·62 

575 '28 

(Rs. in Lakhs) 

Accumulated 
profits (+)/ 
Losses (~) at 
the end of the 

year 

609 ·32 

+ 248 ·29 

+ 823.57 

Thus, the Company has a reserve of Rs. 823.57 lakhs as at the ~nd 
of March 1986. 

C.onsequently, the Net Worth (i.e., Paid Up Capital Plus Reserves 
less intangible assets) of the Company has increased from 
52.09 1akhs in 1979-80 in the first year of making profits to 
Rs. 2751 ~ as at the end of March, 1986." 
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7.fJ Alked whether the ~ intcreat of lb. 537.56 Ja1:f!s hQs been 
paid by the Company or ~8I it ~ ~ by the Government., the cOm-
pany stated : 

"The estimated total liability on account of·penal interest and interest 
on outstanding interest charges on Government loans upto 
31-3-1986 amounts to Rs. 844.25 lakhs (Penal interest lb. 
190.08 lakhs and interest on interest Rs. 654.17 lakhs) against 
which an amount o~ Rs.181.42 lakhs has l;!een provided for in 
the aa:ounts. N~' provision has been made in the Accounts 
for the balance amount of Rs. 662.83 lakhs (Penal interes~ 
Rs. 190.08 laths and interest on interest Rs. 472.75 .Iakhs) 
jIS the waiver of penal interest and interest on inte~ 9n 
Government Loans, is undCl!' consideration of the Govern-
ment." 

7.7 The question of granting moratorium on repayment of outstanding 
term loans and waiver of penal interest as also the reorganisation of the 
capital structure of the Company has beel'l co~idered from time to time. 
In this context, the C~y ~ stated : 

"Keeping in view the payments already made to the Government up-
to the year 1985-86. the earlier proposal of the Company for 
rescheduling of outstanding loans and liquidating liability of 
interest on interest etc. has been submitted to the Govc;rnment 
in May ] 986 envisa~g the following: 
(i) Government loans of Rs. 1241 laths outstanding as on 

31-3-1985 are to be consolidated and the repayment of the 
same to be rescheduled for payment in 5 years commenc-
ing from 1988-89. . 

(ii) Penal interest on the !ielayed payment of loan instalments 
and interest charges to be waived by the Government. 

(iii) To liquidate the liability for interest on interest in a period 
of two years. Out of the total amount of Rs. 654 lakhs, 
liability has been set up in the I!CCOUllts to the ~nt of 
Rs. 181 lakhs upto 1985-86. For ~ce amount of 
Rs. 473 lakhs, the liability will be set up ill the accounts 
on cash basiS in the re~ years ~f paIID:.ent. 

Although the above proposals were submitted by the Company to 
the Government, efforts are still being made to obtain Govern-
ment sanction for waiver of both interest on interest on Gov-
erJ)IDent loaDs tlDd penal interest, which . would greatly ~lp 
current operating results of the Company. The final decision in 
this regard is awaited from the Government." 

In tbis connection tile Ministry have infonned as under : 
"The CompaDy paid the DOnIl.al accwD1I1ated interest in 1985-!J6 

and again applied for waiver of interest on interest and penil 
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interest. This request, considered in consultation with the 
Ministry of Finance, was not acceded to because tM Company 
JJQt only COl!.tinued to make profits b.ut also \\Iiped of! 8CCUJDu-
hUed losses. It was felt that such a Company could pay inter~ 
est on interest as w~ll as penal interest." 

7.8 Referring to the question of waiver of interest. Secretary, Ministry 
()f Industry stated in evidence : 

"Over a period of time, there was an accumulated loss in the com-
pany. By better functioning, efficien~y and producti~ity, the 
company has been able to wipe out these accumulations in 1984-
85. It shows the health of the Company. The ~ made by 
us, internally and with:n the Government in consultation with 
various departments, was that interest upon interest or penal 
interest are areas where there could be a waiver. On outstand-
ing loans, there can be re-scheduling. The Company felt that 
Government woul~ be able to give some relief. But unlQI-
tunately, in the inter-Ministry deliberations it his not ~n 
possible for us to get this done, but we have not given up hope, 
because we feel this company does deserve support in terms of 
re-scheduling of loans and some relief on interest upon. interest 
and penal interest. We will take it up once again." 

7.9 The Committee .ooserved that as a matter of policy wherever penal 
interest is charged, in subsequent years some kind of relief should be given 
to the Companies, so that they get an ~ve to do better w.ork 8Dd put 
in more efforts to achieve efliciem:y. To this suggestion, the witness res-
ponded : 

"Certainly. some relief does need to be giyen. But in priorities, where 
there are some extremely bad cases, cash loss and problems 
even in makinp; payment of salaries, there is a problem. In 
such cases, Government tries to help them out." 

7.10 It is gratif;yiDa to DOte that BBPV, wllidt bad acc .... ~ 
10aes 01 tile order 01 Rs. 134)2.78 IakIaS apto 31st ~ 1979 .. beat 
able to show ,ro8ts from 1979-80 oawuds. Apbut an wpcDstiapkhetl 
perIonaance proiIe! for a very 10111 period, tile Company .... made a 
flfeady and JDa1'ked recovery ('IIImjaaflng ia very impressive perfonauct! 
UrbIg tile last 3 years eliding 1985-86. In tile proeas tile Company 
... not only wiped oft 1M past IlCC1IIII1IIate losses, ..... also made! 
lIppropriatioDS towards General Reserve out 01 tile uadi8Dibuted profits. 
'I1Ie COIBIDiUee hope dlat BHPV wiD not only keep lip its proll! ...... 
performaace but wiD also put in more extra tftorts to improve its profi-.. ..,. 

7.11 From the workiag resubs 01 tile Company for the last 3 ,ean 
it is see.: daat tile profit of Rs. 406.15 .... __ by tile ea.puy 



in 1983·84 wellt up to Rs. 979.02 Iakbs in 1984-85. ID 1985-86, there-
is a drop in tile profit and it has come down to 880.38 Iakhs. 1lIis faU 
of about Rs. 100 Iakhs in the profit doring 1985·86 needs to be looked 
into for taking immediate remedial steps. 

7.12 In the annual report for 1985·S6, aD amount of Rs. 783.S2 Iakhs 
is shown as General Reserve. If has been pointed out by Audit that 
there was a CUJDnlative liability of Rs. 844.25 lakhs on acconnt of penal 
interest (Rs. 190.08 Iakhs) and interest on ialenst (Rs. 654.17 Iakhs) OB 
Government loans upto 31st Marcb, 1986, against which an amODDt of 
Rs. 181.42 Iakbs only has been provided for in the accounts. ID case the 
balance liability of Rs. 662.83 Iakbs (Penal interestRs. 190.0S Iakhs and 
interest on interest Rs. 472.75 lakbs) is also provided in the accounts, the 
General Reserve would have been only Rs. 120.99 Iakbs as against 
Rs. 783.82 lakhs sbown in tbe acconnts. lbe Committee desire tIIal such 
distortions in the accounts should be scrupulously avoided so that the 
accounts exhibit a faithful picture of the real state of aftairs of the under-
taking. 

7.13 lbe Committee have been informed that the question of financial 
relief regarding waiver of penal interest and rescheduling of the out-
standing loans of BHPV has been under the comideration of Government 
for quite some time. lbe Committee cannot but emphasise that a decision 
on the subjed may. be taken early and necessary approvals expedited. 
In this cOiltext the Committee wonld like to point out as a matter of policy, 
wherever penal interest is charged, some kind of rend should be given to 
the Undertakings in subsequent years so that they get an incentive to dot 
better work and put in more eftorts to improve their efficiency. 

NEW DELHI; 
April 3. 1987 
.Chaitra 13. 1909 (S) 

K. RAMAMURTHY, 
Chairman 

Committee on Public Undertakings 
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APPENDIX, 

Statement of conclusions/Recommendations of the Committee on Public undertakings. 
contained in the RePort 

SI. Reference to Par~ 
No. No. In the Report 

CJnclusions/Re;;ommendations 

I, 

'. 
" 

", 
\ 

.. " 
" 

l 

l-l5 
to 

1'28 

1.26 

3 

Bharat Heavy Plate & Vessels Ltd. incorporated in Iune~ 
1966, was established with the sole objective to manufac-
ture custom built process plant and equipment for use in 
the fertilizer, petroleum and allied' industries, for which 
sustained demand was anticipated. At that time the annual 
gap between demand and supply of plate and vessels type 
equipment had been estimated at nooo tonnes and keeping 
this in view, BHPV was established with an annual capacity' 
of l3,llO tonnes. However, right from the inception the 
order book position of BHPV has been critical and the 
installed capacity of 23,210 tonnes, which was expected fO-
meet only one third of the estimated gap, remained gnatly 
underutilised, Obviously the projections of demand and 
requirements of process plant and equipment were not based 
on any scientific study but were more in the nature of 
perfunctory guess work. The Committee deprecate formu-
lation of such faulty projections on the basis of which 
investment decisions have been taken. 

The Committee have been informed that the capacity' 
planned in BHPV was expected to take care of roughly one 
third of the requirements of the fertilizer plants in the 
country. But even before BHPV started its operations, the 
sizes of the fertilizer plants were changed from 450 tonnes. 
per day plants to 950 tonnes per day plants without any 
interaction with BHPV. This change in the demand pattern 
created a technological gap and no wonder BHPV did not 
get any major orders from fertilizer plants, which were 
mostly lost to foreign competitors. It has been stated that 
BHPV had represented to the Ministry on several occasions. 
regarding its low order book position from fertilizer sector 
and desired that certain equipnicnts may be earmarked for 
fabrication indigenously. No tangible action seems to have-
been taken in this regard although the Ministry of Industry 
have informed that the matter was brought to the notice o[ 
the Ministry of Fertilizers and Chemicals, 
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1.27 The Committee are surprised at the argUl)lent advanced 
by the Ministry of Industry that "BHPV can neither decide 
nor dictate regarding the size of the refinery or the fertilizer 
plant, which should be set up by its customers". It has to 
be ~inted out that BHPV had been established primarily 
to cater to the requirements of the process planta of ferti-
lizer & petroleum industries and thus the technologies 
acquired and the skills developed were related to the 
demand projections of the user Ministries. Therefore any 
switch over from one technology to another in the user 
organisation was bound to have repercussions on the opera-
tioa of BHPV. This underscores the need for, perspective 
planning and a meaningful coordination between the Minis-
tf'}' of industry and the user Departments. On the basis 
of the reviews of the wocking of some public uodertak~ 
like BHPV the Committee are constrained to conclude that 
capacities have been created at huge cost for meeting 
demand ptojections which were found highly inflated and 
unrealistic. Furthermore after the setting up of such 
Undertakings, the administrative ministries concerned have 
not been able to provide the necessary protection needed 
to enable ths: undertakings to establish themselves fully 
and discharge the role assigned to them. 

1.28 The Committee feel concerned to note that in view 
of the, limited demand potential from the three core sectors 
i.e. fertilizer. petro-c:hImicals and refiDeries, BHPV wu 
fon:ecl to tab up new !iDes like cryoBeDics and Iteam 
boilers for poaible optimuln utiJilation of the facilities 
creMed.Wlth the various dMnificatioD &cbemes undertaken 
from time to time the Company has been able to improve 
ill ordcF boot position to IIOIIIC utent but even then the 
capacity utilisation mnaiIII far below the rated capacity. 
It hili been stated that the order book position in respea of 
the process plants I:Ontill11C8 to be critical 118 BHPV could 
secure only very few orden in respect of the new fertilizer 
plants being let up in the country. Orden are lost to 
forella competitors as they are able to oller better delivery 
and price terms I:OIIIJIIIfed to indigenous manufacturers, 
who have necessarily to import their raw materials like 
.teel from foreign I:OIIIIIries. 'Ibis involvCl loqer procure-
ment lead tiJM and '-oe lonaet delivery scbedules. 111 
onler to minimise I:Ompetition from 1be foreian COJDpetiIDn, 
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1.29 

1.30 

'" t.~1 

BJU>V Iw approached the poverDDlent to formulate !!ep&-

rate pideIinea for earmarkiq 80100 eqnipmeDIB for IlIIIi-
genoU8 parties who have acquired necessary capabilities ill, 
their rapective fields. This undoubtedly _108 a workable 
proposition and tho Committee desire thllt the Miailtry of 
Industry should take it up urgently and if necessary, at the 
high.,.t level. The Committee have no doubt that the 
;,cceptance of such a scheme will surely go a long way ill 
better utilisation of the existing capacities set up with huge 
cOlts and COIIIeC!uontial IUIviDgs in precious. foreign exchange. 

The Committee firid that as the fertiliser industry ill 
a priority sector, global tendering is permitted. However, 
because of stiff competition from foreign parties which are 
able to quote substantially low rates as well as better terms 
of delivery on account of ready availability of raw materials 
within their country, the in1low of orden to BHPV for the 
proce&S equipment for fertilizers is adversely affected. In 
Committee's opinion the least that can be done in iut;:h 
cases i& that the benefits of deemed exports should be 
euended to BHPV wherever global tenden are invited. 
The Committee would like the Ministry of Industry to take 
up the matter with the appropriate authorities. 

Yet another consl1'8int faced by BHPV is in regard' 
to .procurement of raw material particularly imports of 
steel etc. through cana1iaing ageneiell. The procedures 
involved in getting clearance for imports from indigenouli' 
angle are time consuming and the imports through the 
canalising ageneies further adds to the problems of BHPV. 
The Secretary, Ministry of Industry was appreciative to the 
ditIIculties encountered by BHPV in this regard and had 
IIIIIII'Cd the Committee that the matter would be taken up 
with the appropriate MiDistriee. The Cammittco would lite 
to be apprised of the outcome of these elforts within six 
montha of the presentation of thie Repor" 

1.31 One of the objectives of BapV it to develop ezport 
maclteta with a view to earning foreign ellChange. Prccioili. 
IIttlc has been dono in this field. Since inception, BHPV 
baa been able to secure only two export orden and no, 
furthel' orden hav~ been received for hardware exports 10 

far. Here...m the Committee fiDd that problem ie the 
stiff COiIIpCltition from the forei&n firms. The Committee-
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04. 2.26 to 2.27 

~. , 

2.27 

detire that more c:onc:erte4 efforts should be put in by 
BHPV to enter this area so that a breat-through is achieved 
at tbe earliest. 

The Report of the collaborators for BHPV envisaged 
a capacity of 23,210 tonnes for various types of equi)lllleDt 
with specific product-mix and plant and machinery was 
accordingly installed. As adequate orden were· not forth" 
coming the Company revised the annual capacity of the 
factory to 18,000 loIIDes in April, 1975. TIle o""mlttre 
find tbat even tbe targets of production in terms of tOllJUlge 
laid down eacb year from 1976-77 to 1983-84 were leas 
than half tbe original capacity of 23,210 toanes and were 
far below tbe rated capacity of 18,000 tollDeS. Tbe actual 
utilisation of capacity (based on the reduced capacity of 
18,000 tonocs) ranged between 33.7% (1979-80) to 60S}!, 
(1977-78) during these yean and except in 1977-78, it was 
below 50% in all tbeae yean. From 1980-81 to 1985-86, 
the figures of capacity utilisation in terms of metric tOJ1lle8 
bave been arrived at by applying an "intensity factor" but 
even then the utilisation factor ranges between 47.24% and 
66.36%. This sbows that even at present a good portion 
of the installed capacity remains unutilised. This in tbe 
view of the Committee is a matter of serious concern. 

The Committee are surprised at the arJlllllOnt adduced 
by the Ministry that the primary consideration before tile 
Company is not full capacity utilisation in the conventional 
sense but workiq profits in its operations. It bas been. 
further stated that if at a given point of time the Company 
finds that while mating sophisticated and high val. added 
items, capacity utJlisatloIl would be only 50<;6 but proms 
would substantially increase then they would rather go for 
SO% utilisation of capacity in the conventional sense. It 
needs to be mentioned tbat BHPV is not lOins into other 
areas of production out of cboice but is f~ to diversify 
its productmix in order to improve its c:apacity utilisation. 
Unless the installed capacity of plant and machinery is made 
use of to the fullest extent possible, there will always 
I emain an element of unproductive capital in\'C8Iment, 
which will affect the overall profitability of the Company. 
The Committee therefore feel that concerted efforts shouJd 
be made for optimal utilisation of insIaUed facilities. 
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The original project report indicated a certain product 
profile and also specified the annual capacity in terms of 
each product by tonnage. It bas been stated that as the 
product profile tilted towards greater sopbistication and 
as the Company diversified into new fields, it was felt that 
whlie adding up the total production during the years the 
tonnage of more sophisticated products .hould be multiplied 
by an "intensity factor" as they required bigher inputs of 
resources per tonne. Thus the production figures in tenns 
of equivalent production were being declared from 1980·S1 
onwards. The Undertaking again changed the lDethod of 
calculating the intensity factor for the years 1984-85 and 
1985-86. This innovative method of calculating the actual 
production in terms of equivalent production was neither 
based on any. scientific method like industrial engineering 
nor had it been approved either by the Board or the Govern-
ment. It was ObYioualy i dovic:O worbd out by the 
management to present a better picture of the production 
perform.ance of the Company. That the formula adopted 
by the JlllIDlIgement for the expression of physical produc-
tion has not been considered satisfactory is clear from tbe 
fact that in the consecutive performance review meetings 
held in the Ministry the need for making a scientific assess-
ment of the capacity to enable better evalnation of perfor-
mance in physical terms bas been emphasised time and 
again. 

According to the Company an exercise is now on for 
laying down norms for measurement of phy~ical production. 
The Committee would like to empbasize that this exercise 
should be completed urgently so that suitable scientific 
computation formulae for assessing the actual capacity 
utilisatien are devised. 

While explaining to Audit the reasons for the under 
utilisation of capacity, the Company had in 1983 listed out 
certain constraints wbich affected their performance. These 
inter-olu. included absence of standard and repetitive jolls, 
low order book position, longer cycle time etc. When asked 
which of these problem$ still persisted, the Committee were 
informed that many of these factors were still having their 
inftucnce on the production performance. The Committee 
desire that more concerted dforta should be made and 
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better strategies should be adopted to ~t over these cIilB· 
cu1ties 10 that the UDdertaking's working becomes stream-
lined and the Undertaking is able to fulfil its corporate 
objective by achieving effective utilisation of the installed 
capacity. 

In the project report of Bbarat HeavY Plate & Vessels, thlt 
collaborators had recollllllCDded for an annual production of 
23210 tonnes, a total number of 2110 employees of which 
direct and indirect workers were to be about 38% and 32% 
respec:tively. The Undertaking, bowever, made its own assess-
meftt of man-power requirements from time to time viz. 2568 
in October, 1967, 3S68 in April, 1973 and 4149 in June, 1974 
although the aetual production was far below 23210 tonnel. 
From 1979-80 onwards indirect workers increased rapidly 
and in 1983-84, the ratio of indirect and direct workers Hood 

. at: 114..: 110 :at! agaiBst fh~ nerm of 84 : 100 indicated by the 
collaborators. An analyais of the employees stre:ngth at the 
end of. 1"985-86 reveals that against the norm of SSS there 
were aa many as 1253 supervisors and officers. The Com-
mittee are con.strailled to say that in the context of lbe largely 
UIIdernlilised capacity, more idle man-hours and very poor 
lIIIIdline utilisation, substantial additions in manpower from 
time to time lOand paradoxical. Since there bas been no 
scieotific evaluation of tile manpower needs of the undertakin~ 
at any time, the Committee desire that for a proper and rea-
listic appraisal of the manpower needs the undertaking may 
entrust this work. to a recognised management institution like 
National Productivity Council. The Committee mll¥ be in-
formed of the action taken in the matter. 

From the data made available to the Committee it is seen 
that the percentage of bours-booked-to-jobs to available hoUri 
bas pdnaDy goae up to reacb 72.77% in 1985-86. However, 
lie perceatql of idlo boun to Det available boun which _ 
11 % in 1979-80 rOle to over 26% in 1985-86. Thus 1M 
labour utilisation in the year 1985-86 remained at about 73% 
with 5.70 lakha unutililed labpur hours, which colll1itute 
about 27% of tM total available hours. This by no means 
can be considered to be a aatisfactory atate of affairs. The 
o...mittm bave been infonned that an analysis of the idI~ 
time adic:akIII tbat about 83 % of the idle hours are for want 
·of won .. tbo UDdertIIkiItc ,did not haw IUftIcient orden for 
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proc:e88 plants and despite loading the shops with ord"rs from 
othec products there has been idle time for want of work. 
It is thUll clear that the undertaking has more manpower than 
warranted by the needs of the work in hand. The matter 
needs to be looked into for taking corrective action either by 
diversion of manpower or finding out other jojls to reduce 
idle time. 

The Committee find that on the one I1and the undertaking 
bad sta1f strength much in excess of the originally envisaged 
strcng!h and bad high percentage of idle hours, on the other 
hand the undertaking had been making payments OIl nc.:ount 
of overtime to its employees. Despite various control~, 

reportedly exercised by the undertaking, it bad paid Rs. 20.67 
lakhs in the form of overtime Pl!yments during the year 
1985-86. The Committee do not find any justification of this 
payment in view of apparent over staffing of the undertaking. 
The Committee would urge that the undertaking should cant-
fully examine this aspect in the context of its manpower and 
idle hours and deploy tbe available staff in shifts in such a 
manner that n~d to pay overtime does 1I0t arise. The Com-
mittee desire that power to sanction overtime should be given 
to fairly senior officers who should be accountable to Chief 
Executive of the organization on this score. 

The Committee find that with a view to improve prolluc-
tivity, the undertaking introduced in 1979 a production incen-
tive scheme, which provided for incentive payments for all 
tbosewho achieved 70 productive standard man-hours 
(PSMH) a month. In spite of payment of substantial 
amounts as incentive (Rs. 11.22 lakhs each'in 1982-83 and 
1983-84, Rs. 16.05 lakhs in 1984-85 and Rs. 22.28 lakhs in 
1985-86) the total PSMH declined from 14.88 laths honrs in 
1980-81 to 12.12 lakhs hours in 1984-85, which figure in-
creased to 14.19 lakh hours in 1985-86. In spite of the intro-
duction of incentive payment the percentage of idleman holUs 
and idle machine hours, which were II % and 43% respec-
tively in 1979-80 rose to 26% and 73% respectively in 198'-
86_ From tIiis the Committee get an inevitable impre'5ion 
that the introduction of the incentive scbeme has not contri-
buted to an increase in prodm:tion as was expected. It is also 
seen that this scheme baa not been reviewed on an annual 
basis by the Board or the management. The Committee Maire --------6-64 LSS/87 
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that a .,.aeaatic review of tile incentive scheme should be 
IJIIdertab:n to !lee how far tile extra expenditure involved bas 
been _ .commensurate _ with the improvement in productivity of 
_.&IId machines at BHPV. 

The Committee note that the BHPV bad originally installed 
plant and machinery at an estimated cost of Rs. 1061 lakhs 
for an annual production of 23,210 tonne.. It created addi-
tioDal facilities in 1976 at a coat of Rs. 20.70 ·Iakhs for the 
revised product mix. Subsequently also substantial capital 
iavestment bas been made in providing balancing facilities for 
the production of specialised products. During the years 1983-
84 to 1985-86 additional investment 10 the extent of Rs. 644.64 
Iakhs bas reportedly been addN -to the plant and machinery. 
At the end -of Marcil, 1986, the gross value of plant and 
IDIIChinery -inata1Ied by BHPV amounted to Rs. 2311.69 lakh. 
against the original estimate of Rs. 1061 lakhs. Thus e'en 
tlIoQgh the produdion .capacity- Of the Company has been 
red1IIled from 23,210 toDne8 to 18,000 tonnes, there have been 
i1lbllutial -additioDIto -the plant and machinery. 

4.14 With the qverall utiliatioll factor of the plant rang-
.iDa ~eeD .so au4 60 J!ClCCal only, a major portion of the 
iIIItalled c:apac:ity in machines bas. remained unutilised or 
underutiliaed. From the informatipn made available to tbe 
Committee it is IICCD that the percentage of idle machine hours 
to available machine hours was as high as 73.25% in 1985-86 
and this figure was never less than 66.8 % during the last 5 
yean. Such larse scale idleness of the machines should 
neceasarily be a cause for serious concern both to the under-
taking as wen as to the Ministry of Indnstry. The Committee 
desire that suitable corrective mCasurea, both short-term and 
10lIl term, should be taken u~ntIy to ensure that the idle 
IUId 1JIIderutilised machines are put to maximum productive -. 

'I1Ie l)umnjctee. ba\IC ~ informed that apart from auxi-
JIary . equIpmeat I1ICh _ CJllIICII etc., 73 machiDa ~or aiding 
die --r ... of equipmeut at BHPV have been installed. 
Out of theIo 75 ....... · .. luiBa RI. 667.48 laths had been 
~ r- outsWe -the COUIltrJ. De]lending on the cost 
tM..hne .... ~ as Hip Coat and Low Cost 
IIIMIdIIoL It ill _ tIIIIt 11 IDIIdaIaes including 3 High Coat 
machines have not been UIed at an. In ~ _ 0{ 7fJ 
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~ (iDcIUdiDg 13 High COst Macllincs) utilisation factor 
T8IIgCII ~een 1% and 44% and there are 83 . machines, 
which are stated to be fully utilised but their utilisation factor 
RDge8 between 3'1f> and 91 ')rO. This presents a very dismal 
picture and calls for immediate remedial steps. Not only the 
huge capital involved itt the purc~se of these machines is 
blocked without 8Ily return, avoidable expenditure is incurred 
on their aervicing and maintenance. It also results in misutili-
I8tion of the precioUl space. The Committee, therefore, re-
commend that the machines Dot being utilised should be dia-
posed' of immediately in whatever manner possible. Possibility 
of using these machines in other public sector undertakings 
may be explored and if there are no takers there, these may 
be put on oale to priva e users. A fresh exercise may be made 
to identify such of the sparingly used machines. which can' be 
dispensed with in the interest of economy. These may also 
be di<posrd of at the earliesL The Committee would expect 
to b' al'"ris"'" about the concrete action takeD in this regard 
within six months. 

The' Committee find that BHPV had set up a R&D Division 
and as. far back as in 1975 mainly with the objective of develop-
5.14 in~ manufacturing technologies. to improve the proce..s designs 

and to bridge the technological gaps. As on date the R&D 
Division has 21 executives, 5 supervisory personnel IlfId 19 
workmen. It bas b-""n stated that upto the end of March, 
1986. an amount of Rs. 225.29 laths had been spent on R&D 
programmes. An estimated outlay of Ro. 684.91 lakhs Ioas 
been provided during the VII plan period for taking up new 
products lprocesses which have commercial applications. 
When the Committee enquired whether the expenditure and 
effort so far taken on R&D was adequate to achieve the &Oal 
of self-reliance as laid down in the corporate objectives, it' WB8 

ltated that since R&D efforts are COnlinuoUi it cannot he· stated 
that lelf-reliance has been achieved. 

!I.14 ..,..,~ rn--;""p h",. b,pn informed th81 the lolal ~ndneer-
Ing and R&D expenditure on account of penon net payment 
alone will be about Rs. one erore per year. As large ~mOlJnts 
are b-ing spent on R&O activities, it is imperative that tho 
results of the tl"Chnologicat innovations made and processea 
developed bY R&O are properly evaluated and quantified. The 
Coni:mirtet therefbte feel that it .0Uld be m the fitness of 
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thiDp that the perfOl'llWllle of the JW) DiviIioa .. IUbjeded 
to a scrutiny by an iDdepcadeDt body of a:perta to mUe an 
a_CDI as to how far the beJIdita of L\I) elforta bYe mn 
COllllllmlS11Bte with the expenditure iucorml the-. 

The Committee find that BHPV's dependelKe OIl forei&n 
collaborationa bas DOt ended. As a matter of faa wbeaoYer 
some new product is taken up BHPV bas been eDI.eriDg into 
aJreelDenl8 for the IOpply of technical documeatatiOll coacem-" 
ing the specific product/equipment. For tbe proc:eta equip-
menta. BHPV had various collaboration agreements at tbe 
time of its inception. In the yean 1981-82 aud 1982-83, 
BHPV has entered into fresh agreements with L'AD- llquide 
of France and BSL of France for cryogenics aud aIIDOIpheric 
storasc tanks reepcctively. The Committee have been in-
formed that the undertaking WIllI now" propoaing to lID into the 
areas of system engineering for which there is not eaough 
know-how and the undertaking may have to seek tile help of 
a collaborator. U these lreoo. cpntinue, BHPV'. dependence 
on foreign technology will never come to an end and the JI08Ii-
bility of self-reliance in technology will never be rea1Ded: It 
is oignificant to note that the percentasc of jobs eucuted by 
BHPV on tbe balis of self-cleveloped design. is very IIII.IlI. in 
the context of the total production of the undertaking. 1be 
Committee feel that the aim of any R&D effort ~ould be that 
tho undertaking is enabled to aaimiIate various technolOlies 
obtained from foreign collaboraton and is in a poeitioa. to 
develop its own system & proce&llCS for new products. The 
Committee trullt that BHPV will IItrivc to ensure that when 
the prelCnt set of collaborations come to an" ead It would 
not be IIeCCIIIUY to renew them. 

6.16 1be Committee find that the total inveatoriell held by 
BHPV at the end of the last 3 yean amounted to RL 6144.01 
1atha, RI. 7242.11 lathe aDd RL '''6.70 Jatha. , =11...,.. 
Considerin& the total annual turnover of about RL 91 cnns 
in 1985-86, the Committee fiDd that the level of inftlltory 
boldinp is on the high aide. Not only the levela of inventory 
hoIdin81 are very high, the total holdinp are amcb. in ea:-
'- of tho varioaI norma laid cJowu by tho BPS. B II _ 
a.t bneDtory in ~ of tho norma tID tho eDeiIt of Ill. 
4SO.70 IIkha in 1983-84, RI. 3602.48 IMtIa Ia 1984-15 .... 
Ill. 1014.65 lakIII Ia 1985-86 _ .... _, .. ' f by 
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BHPV. 1'IIiI ill a serious matter IUId UDdoabtedly C8UI far 
uu-ificatioa 01. efforts for bringiq it down to a l'ellllClll.bIe 
level ill the IIbortest poesib1e time. Tho CommIttee woaId 
lib to beiDformed about the COIII:I'ete steps taba III ... 
directiaD. 

Apart from excessive inventories, some items of finiIbed 
stock of IUbetantiai value have been lying in company', dorea. 
Furthermore the value of IUrplus and non-moving 1It0rell .. OIl 

31st March, 1986 was as high as 416.10 lills (including IW"-

plue dorea of Rs. 9~.92 lakhs). Yet another item .,f inven-
tory tieing accumulated from year to year is the arising of 
off~tII, which are valued at rates applicable to regular plates 
for purposes of arriving at the value of inventories. Tuk 
Force Groups have reportedly been coMtituted to identify the 
surplus inventory and to study possible alternative _ of 
surplus/ non-moving stocks. Apparently these effortll have not 
brought about commensurate results. The Committee deaire 
that more vigorous efforts are needed to streamline the aystem 
of material management in BHPV. 

It is gratifying to note that BHPV, which bad accumulated 
IOMS of the order of Rs. 1302.78 lalms upto 31st March, 1979 
has been able to show profitll from 1979-80 onwards. Against 
an undistinguished performance profile for a very long period, 
the Company has made a steady and marked recovery culmi-
nating in very impressive performance during the last 3 years 
ending 1985-86. In the process the Company has not only 
wiped off ita past accumulated l08ses, but has aIao made 
appropriations towards General Reserve out of the undistri-
buted profits. The Committee hope that BHPV will not oaly 
keep up ita profit IIIIlkiDa performaDce but. will a1Io pat .. 
more extra efforb to improve its profitability. 

From the working resu1ts of the Company for the Jut. 3 
yean it iI ~ that the profit of as. 406.15 laths eaJ'IIed by 
the Company in 1983-84 went up to Its. 979.02 latlwin 
1984-8~. In 1985-86, there is a drop in the profit aDd It hu 
come down to 880.38 lakh.. This fall cf about RI. 100 Iaklw 
in the profit during 1985-86 Deeds to be looked into for taking 
immedilte remedial steps. 

Ia the lUIIlual report for 1985-86, an amoaut of Jb. 783.12 
Iaklw is Ibownu General Reeerve. It has been pointed oat 
by Audit that there WIll a cumalative liability of h 844.25 
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Iatba on account of penal in1ere.t (Rs. 190.08 Iatba) aDd 
interest on interc&t (Rs. 654.17 llikbs) on Govermnent 10llIlS 
upto 31st Marc:h, m6, against Wbich an amount of Rs. 181.42 
lakhs only has 'been provided for in the accounts. In cue 
the balance liability <1f Rs. 661.83 Iatba (Penal interest 
Rs. 190.08 lakhe and interest on interest h 472.75 1akIII) ia 
abo provided in the accowrts, tile General Re8erve wonld have 
been only Rs. 120.99 Iakhs III apinst Rs. 783.82 lakhs abown 
in the accounts. TIle CommittClc desire that auch distortions 
in tile accounts should be acrupulonsly avoided tIO that the 
accounta exhibit a faithfull picIme of tile real state of aftain 
of the undertaking. 

The Committee have been informed that the ques:ion 
of financial relief [egarding waiver of penal in~est and 
rescheduling of the outstanding 10ans of BHPV baa been 
under the consideration of Govemment for quite IODIC time. 
TIle Committee cannot but emphasiae that a decision OD the 
IUbject may be taken early anel necesary approvals expedited. 
In thia context the· Committee would like to point out aa a 
matter of po1ic:y, wherever peDal interest ia charged, lOme 
-kind of relief should be giVI!ll to the Undertakings in subse-
quent years 10 that lIley set an iBcentive to do better work aDd 
put in more elforta to improve their. efficiency. 
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