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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been autho
Tised by the Comimttee to submit the Report on their behaH, present the 
Twenty-ninth Report on Action· Taken by Government on the recommen
dations containd in the Eighty-Fifth Report c1 the Committee on Public 
U!Ddertakings (Fifth Lok Sabha) on Hindustan Paper Corporation Ltd. 

2. The Eighty-fifth Report of the Committee on Public Undertakings 
(1975-76) was presented to Lok Sabha on 15th April, 1976. Rcplies to 
all the 63 recommendations contained in the said Report were received in 
batches from the Ministry of Industry (Department of Industrial Develop
ment) and the last batch was received on 28th July, 1977. Further informa
tion in respect of certain recommendations was also called fur from the Mi
mistry on 20th January and ) 5th February, 1977 and the same was recei
ved from the Ministry by 30th March, 1977. 

3. As the replies received from the Ministry in respect of certain recom
mendations required updating, the Ministry were asked on 31st December, 
1977 0 furnish updated replies with latest information in respect of 15 re
commendations and the same were received from the Ministry in batches 
by 15th February, 1978. 

4. The replies of Government were considered by the Action Taken 
Sub-Committee of the Committee on Public Undertakings and this Report 
was adopted by them at their sitting held on the 26th March, 1979. The 
Report was finally adopted by the Committee on Public Undertakings on 
the 30th March, 1979. 

S. An analysis of the Action Taken by Government on the recom
mendations contained in the Eighty-fifth Report of the Committee (1975-
76) is given in Appendix XI. 

NEW DELHI; 

March 28, 1979 

Chaitra 7, 1901 (5) JYOTIRMOY BOSU, 

Chairman 
Committee on Public Undertaking, 



CHAPTER I 

REPORT 

This Report of the Committee deals with the Action Taken by Gov
ernment on the recommendations contained in the 85th Report of the Com
mittee on Public Undertakings (5th Lok Sabha)-1975-76--on Hindustm 
Paper Corporation Ud. which was presented to Lok Sabha on the 15th 
April, 1976. 

2. Action Taken notes have been received from Government in respect 
of aD the 63 recommendations contained in the said Report. These have 
been categorised as follows:-

(i) Recommendations/Observations that have been accepted by 
Government: 

Serial Nos. 1, 3 to 15, 17, 19 to 24, 26 to 29, 33, 35 to 39, 
42, 43, 44, 50 to 53, 57 to 63 .. 

(li) Recommendations/Observations which the Committee do not de
sire to pursue: 

Serial Nos. 2, 16, 18, 25, 30, 31, 32, 40, 41, 45, 46, 47. 
49, 54. 55 and 56. 

(iii) Recommendation/Observation in respect of which reply of 
Government has not been accepted by the Committee: 
Serial Nos. 34 and 48. 

(iv) Recommendations/Observations in respect of which final replies 
of Government are still awaited. 

NIL 

3. The Committee will now deal with the action taken by Government 
on some of their recommendations . 

. A. Supply of 8apMe by MylOre Sagar MDIs 

RecommeadlltioD (Serial No. 17) (ParapapIt Nos. 4.16 ud 4.27) 

4. The Committee noted that after the take over of the Mandya National 
Paper Mills in January, 1974, the Hindustan Paper Corporation re-organis
ed the production operations by increasing the percentage of bagasse furnish 
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·and fixed the target for the year 1974-75 at 10,650 tonnes. However, the 
.actual production was only 9202 tonnes. The shortfall of 1448 tonnes was 
stated to be due to the breakdown of boiler in July, 1974 and acute short
age of water and bagasse. Since the total requirements of bagasse were 
not met by the nearby sugar factories (Mysore Sugar Mills), arrangements 
had to be made to procure bagasse from distant places like Tamil Nadu, 
Andhra Pradesh and Maharashtra. The Committee desired the Government 
to go into the arrangements and conditions for supply of bagasse by My
sore Sugar Mills with a view to finding out whether there was any failure 
or breach of contract by the sugar mills in supplying the required quantity 
of bagasse to the Mandya Mills and, if so, to take suitable action in the 
mauer. 

5. In their reply, Government have stated that they had taken up tho 
question of arrangement for supply of bagasse by Messrs Mysore Sugar Mills 
to the Mandya National Paper Mills with the State Government at the 
highest level. The matter was under consideration of the State Govern
ment and it was expected that a suitable agreement would ,be reached 
whereby Mandya Mills would be able to make firm arrangements for meet
ing their present requirements of bagasse. 

6. TIle Committee DI'Ie that the matter may be pursued willa the Stak 
Govel'JllDellt and tiD8Ibed expeditiously. 'I1Ie Committee may also be iD
formed of the fiDal result 0( action taken Ia tile matter. 

B. Woridag of MaeIUery 

RecGIIIIIIeIIdat (Serial No. 19) I'angrapII 4.30 

7. The C~mmittee had stated that the second hand' tUTbine which was 
purchased in 1962 could not be commissioned due to some accident and 
lIince then, the mill had been dependent on the purchased power. The 
Committee recommended that the Corporation should first decide expediti
ously whether or not installation of a Captive Power Plant was absolutely 
essential for the mill and if it was so. the Corporation should determine in 
consultation with the experts whether or not the old turbine. after repairs, 
could be put to economic use to meet the power requirements of the mill. 
The Committee had further observed that in case the old turbine could 
not be put to economic use. they had no doubt that the Corporation/Gov
ernment would take urgent action to dispose it of in the best public intere1lt. 

8. In their reply Government stated that the old turbine geoerator set 
was blown off in the year 1964 and there was heavy damage to the coler, 
starter and coler shaft. It was further stated that the HPC's expert coo
lIultants certified that the damage was beyond repair and although adver
.tisemeots were Issued, for the disposal of the damaged items, the offers Ie-
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cived were too low. The HPC were however, making further efforts to 
dispose of these items at a suitable price. In their subsequent reply 
(15-2-1978) Government have explained the position as follows:-

"The question of disposal of the Turbo Generator set which burst 
out in the year 1964 was referred to the Director General of 
Supplies and Disposal, Nrw Delhi. The set was auctioned 
through DGS&D on 17-1-78 and the highest offer received was 
Rs. 1,82,000 (excluding 3 No. transformers). The acceptance 
of the bid is subject to the approval of the DGS&D Directorate
General at Delhi, which is still awaited." 

9. The Committee are UDIIappy to note that the Turbo Generator set 
wllkb was blown oft as far back ali 1964 and whicb ac:conIing to tile expert 
coDSUltants of HPe was daJnat!ecl beyond repair, could not be disposed of 
daring the last 13 years. Even though the set was auctioned abrongb the 
DGS&D on 17-1-1978 for Rs. 1,82,000, Inai decision for its disposal Is 
still to be taken. 

10. The Committee deprecate the iDOrdinate delay in the disposal of 
the damaged Turbo Generator set and desire that its disposal sbopld be 
fbaalised urgently to the best advantage of the State. The Committee abo 
desire that responsibility should be fixed for snitable adion. 

C. NapIaad Project 

R_mendation (Serial No. 34) Paragraph No. 5.13 

11. The Committee had noted that the original cost estimates of 
Rs. 18.72 crores of the Nagaland Project, as prepared by the National In
dustrial Development Corporation in 1971, were revi"ed to RI. 51.54 crores 
in 1973 and again to RI. 61.82 crores in 1974. These estimates were further 
revised to Rs. 62.64 crore<; as a result of re-apprai~al by the Corporation. 
The Committee expressed their unhappiness that the estimates prepared 
by NJOC were unrealistic, incomplete and did not take full care of all 
aspects of the project. They desired that the matter as to why the esti
mates were unrealistic should be enquired into, with a view to fixing respon
sibility. The Committee also felt that if the cost estimates prepared by the 
consultants had .been scrutinised thoroughly by the Ministry before their 
approval, defkiencies noticed subsequently could have been detected right 
at the beginning and rectified. 

12. In their reply. the Ministry of Industry have stated that the projed 
cost estimates of Rs. 18.72 crores initiaTIy prepared by NJOC were not 
realistic and complete. These did not taite into account all aspects of the 
project such as expenditure on spares, margin money, construction of hous-
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ing coIoDy, site development elc. 1'bere bad been considerable escaJatjce 

in prices since 1971. Some of the specifications Of plant and equipment 
wue changed and some more equipment was added. An Expert Committee 
also examined in detail the estimates of the Project and the latest revised 
figures of its capital cost had been reduced from Rs. 63 crores to Rs. 62.12 
crores. 

13. 'I1Ie C~ are eoIIStraiDed to DOte dIat 110 IIdioa __ .., 
uYe beea takeJI by the MiDiItry OR theJr reeGIUIeIIdatioa to eIIIpIIre •• 
tile matter wtdt • view to ftDag rapoaslbWty. ney reiaerllte IIIeIr artier 
~ ... deIIre dutt die matter sholdd be eaqaired lido wtdMMd 
.., futIIer .w.y ad the eo-iUee appriIIed of die fiDaI outcome widIbI .......... 

O. Wortd Toan by &PC 0IIIcWs 
IlKoauDeadadoa (Serilli No. 48) Par........ 6.32) 

14: The Committee had observed that precious and scarce foreign 
exchange should not be allowed to be wasted on long, leisurely and IJIlIlCICeS.-
sary toun. They recommended that Government sbould critically scruti-
nise proposals for foreign tours received from the public undertakings and 
only if they were satisfied that a proposed tour was absolutely necessary in 
the larger interests of the public undertakings. they should allow a minimum 
number of officers to go abroad for a short duration to visit specified places 
for specific purposes. The officen who went on tour should be asked to 
submit on return, detailed reports on their tour to the Board of DirectOR 
and the administratiVe Ministry concerned who should evaluate the reports 
critically. The Committee desired that the Bureau of Public Enterprises 
should issue suitable guidelines to all the Public UndertakIngs and also 
the administrative Ministries concerned in this regard and review the guide-
lines from time to time in the light of expereince gained. 

15. In their reply, Government have stated that till November, 1967, 
the Public Enterprises had to obtain the approval of the Government for 
the foreign toun of Government servants. In November, 1967, Government 
decided that all Public Enterprises should, like private sector units, apply 
directly to the Reserve Bank of India (to the concerned branch offices) for 
the release of foreign exchange/passage clearance, in respect of their pr0-
posals for official visits abroad of their employees. ComcquentJy, the 
Public Enterprises are not now required to go up to the administrative 
Ministries for the necessary approvals in this rtgard. In July. ]969, the 
position was reviewed and it was decided. in partial modificatioD of tho 
instructions is.'Iued in 1967 th3! whenever the Chief Executives of Public 
Enterprises have to undertake toun ahroad. althou!!h approval of the ad
ministrative Ministry/Depsrtment, liS such. n~ed not be taken to the same, 
they should infonn the administrative Ministry {Department sufficienily in 
advance about their intended toun. 
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It has been funher stated inter alia as under:-
"The question whether, apart from the clearance of Reserve Bank. 

IIOUght and given in such cases at present, it is necessary to 
stipulate that the Public Enterprises should obtain the approval 
of the administrative Ministries concerned for such foreign 
tours, has been examined in all its aspects in the light of tho 
observations of the COPU. In this context, it was noted that 
the observations of the COPU have been made with reference 
to the foreign tours undertaken by the executives of one of 
the Public Enterprises. It is con~idered that no generalised 
statement can be made about the lack of purposefUlness of 
foreign tours uiulertaken by the officers of the various Public 
Enterprises, and instances of misuse of foreiFll travel facilities 
are rare. It was also noted that the Public Enterprises have to 
operate . on commercial lines and have to undertake dynamic 
promotional actiVIties and imaginative cells programme, 
acquire new technology etc. Having regard to a~1 the 
relevant factors, it has been decided that it will 
be adequate if Chief Executive of Public Enterpri-
ses inform the administrative Ministries as early 
as possible about their proposed foreign tours programmes. 
It would then be open to a Ministry to advise in anyparlicular 
instance that the tour prollTamme mny be modified or even 
postponed or cancelled. The Mini.tries cC'ncerned could, in 
any case, take suitable steps if there was an in~tance of exces
sive and unjustified touring abroad. The Chief Executives of 
the Public Enterprise~ should continue to approve all foreigu 
tour programmes of their subordinate employees. Necessary 
instructions to administrative Ministries and Public Enterprises, 
amplifying the in.stru.:tions of July, 1969 on the above lines will 
be issued." 

16. In their subsequent reply furni~hed on 21- t -1978 the 'lJepirtlheot 
<>f Industrial Development have stated that nece~sary instructions to admi
nistrative Ministries/Public Enterprises bad been issued on 8 August, 1977. 

17. n.e CoamIittee IIOCe daat aotwidlstud1na wbIIt die Gonl1llDellt .... e 
...aed eartIer, rnlseel iIutracfions bn NDee been ..... ee1 Ia panaace of 
die ftCOIII.IIIeIId of the ColIIIDIttee C'OIIt8iaed Ia tllelr S1sth Repori 
(ShtII LS.) ... Accordillt! to tIIew iadnJctiom prior approval of the Secretary 
GI tile CODCe..... AchaiDiltr'lldn M~ .bnaId he obtained flJr the 
fomp toan 01 tile CIdef EJ:~es. I. thls COIIIWCtin1I the CoIIUIIIttee 
... to ......... die oIIcen who 10 011 foIIr IhoaJd be ..ted to IDbmit 
_ RtIIn detaIIecI reports 011 their foIIr to tile Board of DIredon ...... 
~ MiaiIby coac:emed wIIo .,..., toY .... the repori CI1d
aIy. TIley woaId ...., *- aftaIdOII to ... ~ cc-t ' rl .. 
.... ~ Report (SiUII LS) for mid -..-. 



CIIAPTEIl n 
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 

GOVERNMENT 

Reoa n"'" (SeMI No. I, ... Lll to 1.13) 

The Committee DOte that the Industries (D.lI: R.) Act permits 
the Government to take OYer units wbicb remain closed for at least 3-
months UDder special circumstances. Under the present legislation, there is. 
DO power to take action before any unit has actually Illlen sick. 

The Committee reiterate their recommendation made in para 2.19 of 
their '63rd Report on National Textile Corporation that the preventive mea
lUres proposed to be taken may be finalized and implemented expeditiously 
10 as to obviate the danger of units becoming sick and therefore, having 
to be closed, thus creating a national loss. The Committee would liP 
the Government to consider suitably amending the IDR Act to achieve this 
objective. 

'The Committee also note that the Industrial Development Bank of 
India has beeo made an apex body under which aD the financial institutiODl 
will function. Under the new structure, these institutions would build up 
a team of technical penonnel, accountants, marketing managers, finaociaI 
experts, engiueers, auditors aDd experts in other fields, from amongst 
whom the financial institutions would nominate directors on the boards of 
the companies to whom they lend fuDds, to represent the interests of tho 
IDaDcial iDStitutious aDd keep a watch on the "going on" In these c0m-
panies. While this is a step in the right directions. the Committee str-...ss 
that IDBI and the financial institutions should select the experts for the 
proposed team with due care and thought so as to ensure, that, when n0mi
nated to lICI'Ve on the Board of Directors of nny borrowing company, they 
act as true ''warch-dogs'' of the financial institutions in the national interest 
and perform their functions without fear cr favC'ur. They expect that the 
representatives of the IDBI and the finallCial institutions nominated to 'ICfVt 

on the Board would attend the meetings of th~ Board rep1arIy and tab 
active interest. • 

Gown ..... ..,. 

Government bas been undertakin& a thorough review of the aistia& 
po&icy and the institutions &ad statutory frame· work 'for dealio& with lbt 
problem of Industrial Sickness, 

8 
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2. It is ieIt that the problem of iDdustrialsickness aeads to be dealt with, 
at an initial stage. There is need for an information system to monitor 
industrial undertakings in various stages of incipient sickness and to tate 
remedial measures so that the undertaking may be prevented from sliding 
into a situation in which there is no option left for the Government except 
to take over management, at considerable public cost. 

It is fc:lt that the institutions, most suited to picking up warning signals 
of incipient sickness are the financial institutions and the baoks providing 
funds to the undert3king conemed Special cells have, therefore, been 
let up in the Iinancial institutions and the banks for this purpose. A cell 
hIS also been created in the Reserve Bank of India to play a co-ordinating 
role and to !ICl'Ve as a clearing house for the information emanating from 
the banks before it is communicated to the Govel1Ullent for remedial 
measures. 

3. Under the existing provisions of the Industries (Development &: 
Regulation) Act, 1951, intervention for managerial and financial ~ 
truction of sick undertakinp is possible only after its management has been 
taken over. h is felt that there is Deed for provisions which would en
abJe corrective measures being taken at an earlier stage of-sictcness. Two 
proposals are under consideration ~ the Govemment. It is 
proposed that the Government. should have powers to issue 
• directive under Section 16 of the Act requiring the company 
owning the industrial undertaking to remove from office the 
Chairman of its Board fA Directors, aoy managing or whole-time Director 
or Manager, and to appoint, with the approval of !he Government., 
any person ill place of the penons so removed. Thil will en
able the Government, to replace inefficient an incompetent per
sonal holding managerial and other high positions in in-
dustrial undertakings. The second proposal is to have pre-
visions whereby it may be pouibIe to re-structure the capital and Uabllltiet 
of a sick industrial undertaking, without actually taldng over its IIUIJl8IO
ment, with the prior approval of • duly constituted authority. An bIter-
miDisteriaI Committee bas been appointed to draft suitable pn7\'IIiODs in 
this behalf. The report of the Commiuee is in final ItIgeI of proparadon. 

•. Another 8p111V8Cb under COII5ideration of the G~ is to en
courage yiabJe mergers betweeD sick aDd IOUJId iDdustrial UDdertakinp. A 
warting group .... appointed UDder the OJairmanshlp of the rmaDCe Sec
ntary and bas made specific propouJl lD this reprd. -lbe proposab are 
beiaI prcceued for takiDg decision by the Government. 

5. It hIS been ucertaiDed thaI IDBI and the other flnaaciaI lnstitudonI. 
wbiIe appointing JIOIDinee directors 00 the Boards of IIIisted companies 
eamre that the penoas selected for such appointments do poI&eIs the re
quisite qualifications and experience keeping ill view the particular 
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.ftqlIirements of the Unit. Official nominees are appointed rrom llDlOIIpt 
tIJe. officers of the financial institutions and non-official nominees are ap-
pointed from the list of professionals approved by Government This Jist 
includes technical penonnel, accountants, financiaJ experts, economists, 
.engineers, auditors and experts in various fields. The position is reviewed 
from time to time for inclusion of fresh names. 

6. The nominees directors play an important role inasmuch as they take 
interest in the overall management policies without interfering in the day-
do-day working of the companies. While they are expected to safeguard 
the interest of the financial institutions, it is not the intention that they 
would merely act as watch-dogs on behalf of the nominating institutions. 
7heir responsibilities and obligations are the same as those of any other 
-<:ompany director who is expected to work in the interest of the company 
which incidentally coincides with the interests of the financial institutions 
as well as those of the shareboJden. The institutional nominees 
Invariably make valuable suggestions which are con(Jucive to promotion of 
efliciency and growth within the board frame work of Government 
policies. They also endeavour to prevent malpractices and keep a watch on 
the important developments relating to their functioning. They are expect
ed to suggest timely remedial action in the implementation o'f the project. 

[Ministry of Industry Deptt. of Industrial Development No. 10/21/76-
Paper, Dated 28-1-77.) 

~ (SeriII No.3, ........... 2.16) 

The Committee are surprised to move that scientific survey of 
1he demand for die different varieties of Paper was ever conducted in the 
-country. 'Ibe Coinmittee are at a loss to understand how in the abserlce 
of scientific assessment of demand, investment decisions for expansion of 
capacities or setting up new capacities are taken. It has been stated that 
the demand for paper and paper Board by the end of the Fourth FIVe 
Year Plan was estimated .at .96 million tonnes per year on the basis of de-
mand estimates given by Development Couucil for Paper, Pulp and Allied 
Industries and the export targets. In regard to Fifth Five Year P\an, 
• task force on Paper, Pulp and Allied Industries esti-
mated the demand to be 1.33 million tomIes ill 1978-79, 
based on the npected annual increase in demand. The Com-
mittee thua find that even the Fifth Plan estimates are not based on 
lcientific method of ISI'CSSJ!!IOI!t 01 dammd for diilereDt varieties of Pap« 
and Paper Boards. The Committee, therefore, stress that Government 
should without further loss of time conduct a scientific survey for different 
varieties of Paper so as to plan the future development of paper industry 
<Ill riabt lines and take eotTect investment decisions therefor. 
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Reply of Govemment 

Various organisations such as the Planning Commission, the National 
CouDcil of Applied Economic Research, the DGTD, etc. have carried out 
studies of the future demand of paper and paper board and have also beeR 
reviewing this demand figures from time to time. Various factors e.,·o 
past trends of production, imports, development programmes in other sec-
tors of the country's economy, plans for literacy and education, projected 
standards of living and purchasing power were kept in view while conduct
ing such surveys and suggesting targets for the Five Year Plans of tho coun
try. Recently a study on requirements of white prinliag paper has booa 
carried out on behalf of the Supervisory Committee of the Paper IDduItry 
aad Trade. The study was presented to the Deve10pmeDt Couacil fex 
Paper and Allied Industries and it has alia becIl d~ed by the Develop-
ment Council that similar studies should be undertaken in respect of other 
varieties of paper also. 

Moreover, now that the HPC has been able to organise its Marketiq 
Division on a better footing is proposed to entrust tho survey of the 
demand of some important varieties of paper to them also. 

The planning of setting up 0'1 additional capacity In Paper Industry ID
duding approvals for industrial licensing, import of capital pxts, import 
of know-bow wherever necessary, was done keeping in view the projected 
demand of difterent types of paper as assessed from time to time by the 
Ministry of Industry and the Planning Commission. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 10-21f76-Paper, Ot. IS.I0.76) 

IleeomIDeDdatioII (Serial No. ') 

The Committoe find that for meeting the demand of paper of 
1.33 million tones by 1978-79, the Task Porce bas recommended capacity 
ana production targets of U milllon and 1.33 mDlJon tones retpCCtively. 
The Planning Commission bas, however, lowered the targets of CIIplIclty 
and production to 1.4 million and 1.2 million toMes respectively based 
<Ill the assessment of capacity likely to fructify and the con,traint of resour
ces. The Committee undentand tbat the installed capacity at the end dI. 
1974 was of the order of 1.04 milllon!oDDes. Letten of intent have been 
issued for a capacity of 2 million lonnes during 1975, 1976 and 1977. 
According to corporation, additional capacities of 1.40,000 tonoes, 60,000 
tonnes and 80.000 toones are liJtely to be commissmoned during these year. 
and some otber schemes already approved are likely to come to fruition 
during tbe period fonowing 1977. It may thus be possible to meet the 
demand of 1133 million tonnes by I 97S-79. Unless the new capacities 

.4770 LS-2 
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expected to be available durlDg 1975-77 aDd after 1977 actually come to be 
established before 1979-89, the committee apprehend that the targets of 
capacity and production may not be fulfilled. Since Paper Industry bas a 
JoD, gestation period, the Committee recommend that Oofernment should 
monitor the Pfolfeu of the projects which are to be commissioned during 
these years 10 BI to ensure that these projects actually come up and are 
commiIIioned on schedule 10 that the demand for paper is fully met aDd 
ecarcity conditions do not develop in this eISeIItial commodity. 

The Committee aJao find that BI against the installed capacity of 1.04 
million tonneI at the eod of 1974 the production during 1974 baa been of 
the order of 8,3S,ooo tonnes only. TIle Committee would like Government 
to ao into the re8IODI for the production being lees than the instaI1ed cape
city and lee that the capacitiel already 1nstaDed are 1IfiUsed to the maximum 
ateDt. 

Reply of GoverDJDeDt 

Paper is a continuous process industry. Taking into account the need 
for proper maJnteDaDce of the equipment installed, as well as periods of 
abort abut-down for c:banain& over from one variety of paper to the other, 
ad BII1IIDina an average of 330 workina days per year, a capacity uti1isa
tion 01 the order cI. 8S per cent is considered to be normal and optimum in 
the Paper lDdustry. The capacity utilisation in the Paper lDdusuy during 
1974 worked out to 83.S per cent which is very near the optimum figure. 
Tbe marainal under-utilisation of capacity could be attrIbuted to the 
abortage of power experienced by a number of miDs as weD as shortage of 
water during summer months and labour problems faced by some 
mills. TIle matter of increasing the capacity utilisation of paper mills Is 
receiving the close attention of the Ministry of Industry as well as DGTD. 
Monthly production reports are prepared and analysed with a view to follow 
lip action for fuller utilisation of capacity. The question of adequate 
npply of power by the State Electricity Boards as weD as allocation of coal 
ud movement of waKons is being taken up with the appropriate authorities 
from time to time. Any other problems that are brought to the notice or 
Oovernment by individual paper miI1s in achieving full production are also 
attended to aDd followed up. 

The Ministry Is also monitoring the progress of tlit projects to be com
missioned by 1978-79 and it bas satisfted itself thaf adequate capacity to 
IIIeet the requirements of paper by 1978-79 Is litery to come up and 110 

shortage of paper is expected in the F1fth Five Year Plan period. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 10-21/16-Paper, dated 18-10-1976]. 
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Tbc Committee have observed from the repon prepared by CoD-
JU1tant of the Food and Apicultural Oqpaisation of UDitcd Nations tbet 
the production of payer and paper boards in the world is estimated to 
result in a deficit, in 1978. of 16.1 million metric tonnes (11 million mt. 
in the developed COUDtries aDd 5.1 million mt. in the developing c:ouDtriet) 
which will have devastating impact on education. CommUDicatiODS and 
Commerce in the developing couDtries. They feel that the world-wise sh0rt-
age of paper would Dot ODly make it diJIicult for IJJdja to import paper 
from other c:ouDtries to meet her requirements, as is being done at present, 
but tbat it would also make it too costly for her to import the paper thus 
causing heavy drain on her foreign exchange resources. The Committee 
are, therefore, of the opinion that in view of this it is all the more impera
tive for the GoverDment/HPC that effective steps ar~ initiated without 1011 
ot time to meet the anticipated shortaae of paper IDd paper board in the 
world so as to minimise the harmful elfect which the shortage of paper may 
otherwise have particularly on education for the people in this country. 

They would suggest that the anticipated shortage of paper in the world 
ill 1978 should in fact be viewed both as a challenge and an opportunity 
aDd no efforts should be spared to achieve se1f..sufticieucy in thb field be
fore that date and also to enter the export martets in a ilia way. 

(Parqraph 2.18) 

ItepIy 01 Gowa In' 

The HiDdustan Paper Corporation is already implementing the Nagaland 
Project for a caPaCity of 33,000 tonnes per annum. The Corporation Is 
also expected to take up the implementation of Nowgong and Cachar Pr0-
jects of 100000 tonnes per amnun capacity each. Apart from the public 

, II4OCtOr projects Government had also adopted a liberal policy in licenSing 
additional capacity in the Paper Industry. With effect from November, 1975 
manufacture of paper by mIalt and medium entrepreneur b1sed 011 agricul
tural residues and waste and not involving import of capital roods and 
raw material has been delicensed. With a view to facilitating 
quick creation of addi:ional capacity import of second-band plants of be
low 10.000 tonnes capacity was plso allowed DptO 31-12-197S to non 
MRTP entrepreneurs. As a result of these steps the availabrlity of paper in 
relation to demand during the year t 97S improved considerably and the 
lituation contjnu~ to be ea~. On reassessmer.t of tbe demand ~ paper 
In consultation with the Planning Commission. it appears tbat the demand 
or paper in 1978-79, i.e. the terminal year of the Fifth Year Plan wiD be 
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lower than that .aticipat.ed earlier aDd will be of tile order of 10.75 lakh 
tonne.. A review of the Paper Industry has also been made and on the 
buia of the c&ctiftl .. report by the eatreprcDeura it appeared that tho 
revised Fifth Five Year PJaa tarptl for production of paper would be 
met. ICeepiD.a ill view that ~per is a long gestation iDduaUy, adequate 
IiDcuaina baa beea doae to take care of the capacity required for the fiIIt 
hclf of the Sixth FIVe Year Plan abo. Implemeolion of these schemes is 
being moaitored c10IeIy IIId all poaibIe help given to the entrepreneur. 
to ac:tuaIIy ecIIieftI the capacity. There is therefore DO likeJ.yhood of aDy 
shortage of paper IIId paper board in the near future. 

lMiniItrJ of IDdustry (Departmcat of Industrial (Development) 
O.M. No. 10-21/76-Paper Dt. 18-10-76] 

1be Committee leam that letten of intent have been issued for 
a capacity of near)y 2 million tonnes but considering the 10lli gestation 
period aDd the heavy investment need. it is not clear as to what percentage 
of thil capacity would materlaJlse. They streII that HPC, which it is stated 
would accoaDt for oaJy 20 per cent of the capacity by the end of the Fifth 
Plan period, Iboa1d play a leading aDd more 'iaoroua role in the growth of 
paper industry in the country. It should ensure that the various projects 
whicb are UDder Implementation are commissioned on scbedule and the new 
projects which are under investigation are finalised expeditiously and takeD 
up for lmplementatioo wen in time to cope with the growing demand for 
paper in the country in the yean to CODle. 

(Paragraph 2.19) 

... ,01 Go.. It 

The Government and the Hiodustan Paper Corporation are making 
every effort to ensure expeditious implementation of projects to ensure that 
they are commissiOned according to schedule. The HPC is also investigat
iq the possibility of establishing newsprint projects in West Bengal and 
Assam and a special quality paper mill in Sikkim. It is therefore expected 
that gradually lhe HPC would pia')' a leading and more vigorous role in 
the growth of Paper Industry. 

[Ministry of Industry (Development of Industrial Development) 
O.M. No. 10-21/76-Paper, Dt. 18-10-76]. 
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Reco- ...,.,. (SeIW No. 7) 

The Committee note that at present against the total demand of 
1,50,000 tonoes of newsprint in the country, NEPA Mill is the only work-
ing newsprint unit in the country w.hich produces 55,000 tODDeS per aooum 
and rest of the requirement is being met by impon. A sum of lb. 18.48 
aores in foreign exchange was spent on importS of newsprint in 1973·74 
and lb. 44.99 crorcs in 1974-75. Tbey also nOle that expansion program
me of NEPA Mill raising its capacity of 75,000 tonnes per &Dnum is under 
implementation ad according to original schednle expected to be complet
ed by 1975-76, and the Hindustan Paper Corporation, is implementing a 
newsprint project in KeraIa which will produce 80,000 toDDes of newsprint 
from October, 1978. Against the estimated demand of 2,50,000 toones 
by 1979-80 indigenous production of newsprint both from NEPA Mill and 
Kerala Project is eXPeCted to be arolXld 1,50,000 tonnes ooly. 

Government had already, issued letters of intent for the manit
facture of nCWllprint to the extent of 2.20,000 toones per aooum to 6Ye 
units. Three of the five schemes are still stated to be UDder preIimiaarJ 
stages of project formulation and detailed feasibility studies. It bas been 
stated that the progress of these sc:bemes has been very slow and it is not 
possible to say at this staae with any degree of certaiDty as to when they 
would materialise. The Committee ItreSI that serious ellorts should be made 
to CIISUl'e compJetioo of the NEPA Expansion Project without avoidable 
delay and also accelerate the progress of completion of the public sector 
project in Kerala so that the country's dependence on imponl couId be re
duced to the extent of oewsprim prodUCtion from thcte milia. Since it takes 
about six yean to plan and build a paper mill. unleu the projects which 
have been licensed, are completed and commissioned 011 schedule, the Com
mittee feel that the possibility of even the present demand projectiooa up 
to 1979-80 not being met is not roled out and the gap between demand and 
availability might thus be widened further. The Committee would therefore 
like that the demes for wbich the IiceDcea bave been iIIaed are DlOnitoral 

• aqu1arIy to see that the projects come up in time and are commiaioned 
JIICCOrdiDg to sc:bednIe. 

(Paragraph 2.36 " 2.37) 

.,., of Got. 

The expansion of the capacity of the Nepa MiJla upto a capacity of 
i5.000 toDDes is beina reviewed from time to time botb at the Board level 
_ by the Ministry of Industry. Every effort is being made to ensure that 
the expdlion i. eompIcted without any lOll of time. It is expected that the 
apMIion will be compIeled by the end of 1976-77. The progreel of the 
KenIa Newupaint Project is abo being mouitored closely and corrective 
8dioIl iI beiDa taIr.ea to CIIIIIre that !be project it commissioned accordinJ 
10 1CbedaJe. So far • die projecU in the Drivate ICCtor are concerned, tho 
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entrepreneurs are being asked to report from time to time regarding the pr0-

Feta and discussions are being held with the entrepreneurs as well as the 
State Govemment authorities to ensure tbat the implementation of the pro
jectI proJreUeI smoothly. 

(M'miatry of Industry (Department of Industrial Developmall) 
O.M. No. 10-27/76, Paper, dated 18-10-76.] 

Hu the expaDSion of Nepa MilIa upto a capacity of 75,000 toaDea 
been completed by the end of 1976-77. H not, reasoDS therefor. 

[L.S.S. No. 22-pun6, dated 30-12-1977) . 

.... 1'IpIy .. ~ 

The expansion of the Nepa mills upto a capacity of 75,000 tonnes 
per lIDIlum is complete in 80 far as the pulping plants are coacemed. How
ever the designed capacity has yet to be achieved as during the trial runs 
certain defects and deficiencies were noticed in the Cold Soad Plant. This 
plant is the first of its type in the country and the deficiencies are at pre
teDt being rec:tified by the macbinery supplien. The foreign experts from 
the Machinery Supplien are expected to arrive shortly in order to con
duct further trial. and carry out the necessary modifications/alterations 80 
as to enable them to give the performance guarantee for the plant. 

With the addition of a new Paper Machine, (Machine No.2) the 
Nepa mills have got an installed capacity for the Manufacture of 67,s00 
tonDes of Newsprint per aDDUm. To bring the capacity to 75,000 tODDCS 
per aDJIum the mUls are plaDDing to renovate the old paper machine cer-
tain modifications bave already been carried out and the performance of 
die machine is beiDl observed. Consultations on funher modifications which 
are required are being carried on with reputed Paper Machinery manufac-
1Urm. -. y-, ~ 

[Deptt. of Industrial Development O.M. No. 
lO(2l)nS.Paper dated 31-1-1978.] 

The Committee are informed that indigenous production is 
likely to be short of requirements in the Deal' future putty beeauIe of bd: 
of bnestmeDt and partly due to noa-avallabiJity d. COII\Ialdoaal raw ma-
terlala. Certain areas where raw materials are avallable are reported to be 
In'eSennn, locational dillicolties and lacking In illfrastructural faciJities. 11te 
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0Immittce rrc:ommend that GovenIment IIld HPC should eumiDo tM 
COIIIb'aintl in the way of further iDcreuina the capacities for procIuctioD 
of DeWIpl'iDt aDd formulate a long-term plan to remove theM CODIb'aiata 
and provide iDfrastructurai facilities in the areas where raw materiaII for 
tleWSpriDt are available. The Committee recommend that while locatin& 
the tuture newsprint projc:c:ts, care should be taken to see that they are 
situated in areas where raw materials for newsprint are available and in
frastructural facilities have been established. 

1be Committee also recommend that tbe production of news
print in the COUDtry sb4>uJd be tapped up and imports in future kept to 
the barest minimum. They would stress that adequate care should be 
taken to see that newsprint produced by N.E.P.A. Mill is properly utilised 
and is not allowed to deteriorate as a result of stock piling etc. 

(Paragraph. 2.38 , 2.39) 

Reply .. Go"', ....... 
With a view to increase the indigenous production of newsprint, Gov

ernment have been allowing certain special facilities to enterpreneurJ pIC)

posing to set up projc:c:ts for the manufacture Of newsprint. TheIe are 
JIll follows: 

<a> import of machinery is permitted for the manufacture of DeWI-
print; 

(b) Government have been trying to take up the question of sua
taiDed availability of raw materials with the State Govem
ments. Provision of necessary power aDd infrastructural facili-
ties is also taken up with the concerned authorities; 

(c) entrepreneurs have been usured tbat the newsprint would be 
allowed to be sold at a price which would ensure reasonable 
return on capital. 

Despite the above facilities the private sector entA:rpreDeurs have 
been reluctant to set up newsprint projects, presumably because of blab 
capital costs and long gestation period of the newsprint induItry. It It 
for this reason that efforts are being made to increase the productloa of 
newsprint in the public sector not ooIy by expansion of NBPA Mi1Is but 
by letting up of the Kerala Newsprint Project. Apart from projcc:tIlIl IwIc:1, 
the HPC h2s also under consideration the setting up a aewspriDt mD1 fa 
North Bengal and Assam and setting up a mother pulp mill/ueWiptint miD 
in the Basw region. 

Government have carried out pre-investment I1IfWY'I of ftriou. reo
-gfoos to locate suitable IOUrees of raw material. HPC is aIJo auocIatecI 
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with the UNDP Project for identificatiOil of raw matcriala for the papezl 
Dewsprint industry. All Iheae efforts will euable Govemment to ideatify 
future projecu which can be based on sustained availability of. raw ma~ 
riala. After HPC completes the projects already in hand, the qucatiOil of 
taIDog up further projects for the manufacture of. newsprint would be 
considered. 

The question of further increasing the capacity for production of news
print and formulation of long term plans is being examining in consulta
tion with the various authorities. It may be added that in considering the 
question of location of site detailed studies are generally undertaken to 
ensure availability of raw an material, availability of power and adequate 
water supply, iDfrastructural facilities, etIC., and these factors are taken 
into account aDd considered carefully. 

It is expected that with the commissioning of the Kerala Newsprint 
Project and the implementation of one or two other newsprint projects in 
the ·private sector the imports of newsprint would be reduced progressively. 
Even at preeeni quantity of newsprint available from indigenOUl produc
tion is kept in view while planning imports which are kept at the lowest 
level competable with the country's requirements. Due regard is given to 
the quantum of newsprint produced by Nepa mills in determining the quan
tities to be imported so that there is no accumulation of stocks with Nepa 
mills. The stock of standard sized newsprint with Nepa mills is reported 
to have been satisfactory over the past few months. 

[Mini.1t) of Industry (Department of Industrial Development) 
O.M. No. lo-21f76-Paper, Dt. 18.10.76} 

Recolllmeadadoa (SerIal No.9) 

The Committee note that NEP A Mills and Hindustan Paper 
Corporation are both engaged in the manufacture of newsprint. The 
Committee are informed that when HPC was fo'rmed, the question of 
bavln. one UIIdcrtakin, to deal with paper and newsprint was considered 
and it was felt that on ba1ance, it would not be advantageous to club the 
two public aec:tor corporations. According to the Ministry, it has DOt so 
far tb0u8ht tbat it was time to consider merger of the two organisatioos. 
The Cammiuee feel that in the interest of better co-ordinatioa of the twO 
1Iewsptim manufacturing units, Government should consider at die appr0-
priate time the desirability of having one set-up to look after the manu
facture ~ newsprint. 

(Paragraph 2.40) 
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Reply eI Gcmnuaeat 

After the Kerala Newsprint Project of the HPC is commissioned, the 
question of co-ordination of the activities of the newsprint projects in the 
putllic sector would come up and if necessary the proposal of having only 
(lIle set-up to look after the manufacture of newsprint in public sector 
would be considered at the appropriate time. 

[Ministry of Indnstry (Department of Industrial Development) 
O.M. No. 10-21/76-Paper, dated 18-10-76] 

~ (SerIal No. 10 " 13) 

The Committee note that according to the Interim Report of 
National Commission on Agriculture, the requirements of pulp and bamboo 
are 50.33 Iakhs tonnes and 21.99 laths tonnes ':espectively by 1980 and 
127.32 lakhs tonnes and 19.54 lakhs tonnes respectively by 1990. It has 
also been stated that by 1980 additional investment of Rs. 242 crores 
would be required for clear felling and raising plantations. During 1981 
to 1990 further investment of Rs. 306 crores in clear-felling plantations 
and Rs. 1187 crores in forest industries would be required of whiCh the 
paper industries alone would account for Rs. 979 crores. The Committee 
also note that in pursuance of tbe recommendations of the National Com-
mission on Agriculture for tbe establishment of forest development corpo
ration in almost all the important states, 18 states/union territories havr 
included provision in their Fifth Plan for establishment of forest develop
ment corporation and 11 states have already set up such corporation, the 
main activities of most of which would be tapping of resources in bitberto 
untapped areas and plantation of fast growing species. A provision of 
Rs. 10 crores has also been kept in tbe Fiftb Plan for central partiCipation 
in the equity of the state corporations. The Committee are informed that 
if the plantation programme as envisaged by the Commission Is undertaken 
theu it wiD be possible to meet all the future raw material requirements 
of not only the pulp and paper industry but all the wood based industries • 

• Future paper industry would bave to be based on hard woods, uricultural 
resides inclnding bagasse and other cellulosic raw materials for man-mad~ 
plamations. 

The Committee recommend that there should be a meanin&ful 
~rdination betweea Hindus Ian Paper Corporation and the Forest C0rpo
rations 10 that the 1atter can 10 arrange their programme as to meet in 
full the requirements of raw materials for the projeCts of HPC. A watch 
sbouJd also be kePt on the working of Foresl CorporadollS to make 'ute 
that these subserve the larger objectives of prC'Viding euential raw material, 
for the paper industry. The Committee need hardly streu that the locadon 
of fatare paper/newsprint projects should be sufticiently clOSe to the lOurct 
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of raw matertals 10 as to reduce the cost of transportation of raw material 
to the miIlimum and thereby ensure production of paper/oewsprint at 
·ecoDOllllc COlt. 

(paragraph 3.24 &. 3.2S) 

The Committee also find that HPC has requested the Govern
ments of Kerala and Karnataka to generally examine the possibilities d. 
assigning land for raising plantation by Corporation for future expansion 

-of its projects. It baa been stated that neither of the State Government 
so far given its reply. The Committee feel that the Corporation should 
while concentrating its activities for the present on the implementation of 
the paper projects already iq hand should take care in coordination with 
1he State Forest Development Corporations that the programme of affores
tation is coreiated with the future demand. 

(Paragraph 3.31) 

RrpIy '" Go;. rnf 

The Hindustan Paper Corporation is maintaining a close touch with 
the concerned authorities in respect of the forest raw material requirements 
(If projects under implementation. So far most of the Forest Development 
Corporations have limited their objectives to barvming forest areas and 
regeneration and projects have been drawn up for this limited activity only. 
The question of keeping a watch on the Corporations 50 as to ensure that 
they sub-serve the larger objective of providing essential raw material for 
the paper industry would be pursued in due course when the activities of 
the Corporations are stabilised . 

. [Ministry of Industry (Deptt. of Industrial Development) O.M. No. 10-
21/76-Paper, dated 18-10-76.] 

~tzIM_ (SerW No. It) 

The Committee are informed that though in pursuance of the 
recommendations of National Commission on AgriCUlture, forest develop
ment corporations have been formed in many states, the paper industry 
as such is not being associated with these schemes. The Committee would 
like Government to impress upon the State Governments and the forest 
development corporations the importance of associating the paper industry 
with the implementation of the programme of forest development corpora-
1ioft!. ' , 

(Paragraph 3.26) 
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IbpIy 01 Go",_. 

The recommendations of the Committee have been broumt to tho 
notice of the State Governments for their consideration. 

[Ministry of Industry (Dcptt. of Industrial Development) O.M. No. 10-
21176-Paper, dated 18-10-76.] 

Rtee_tII...... (SedIII No. 12) 

The Committee note that the requirements of raw materials for 
the present as well as future projects of Hindustan Paper Corporation are 
1.6 Iakbs tonncs of eUcalyptus and 1.29 lakhs tonnes reeds for the Kcrala 
Project, 50,000 tonnes of reeds of 50,000 tonnes of bamboos for 
the Madhya Mills and 2.25 lakhs tonnes of bam':x>os for each of the Now
pg and Cacher Projects. 

The Committee also note thot the HPC had made arrangements 
with the State Governments concerned for meeting the requirements of 
raw materials for the different projects. In the case of Kerala Projects, 
HPC had already entered into an agreement with Kerala Government for 
~ustained supply for raw materials. In the case of Nagaland Projects. 
forests areas have been identified from which it should be possible to obtain 
the required quantities of bamboos and reed and the Government of 
Nagaland haVe a!ll1lred the Corporation that these areas would be acquired 
and assigned to the Corporation on long lease. In the caSe of Madhya 
Pradesh, the State Government bas I'CItricted the availability to about 
73.000 tonnes instead of ] .40.000 and tbe matter is under Correspondence 
with the State Government through the M"nristry. 

In regard to Cacbar Project it has been stated that according 
to the survey by Forest Department. anproxima:eJoy 2 lakh~ tonnet of 
bamboos would be available from the forest of Cachar District and the 

, balance will be met by a11ocation of hard-wood which WIll be available 
in the reserve forests adjacent to the mill. In Nowgong Project. a draft 
agreement is stated to be ready for execution with the Government of 
Assam and District Councils for obtaining sustained supplies of raw 
materials. 

The Committee have given their recommendations In regard to 
Ilvailllbility of raw materials in the relevant chapters of the ftJ'OfI. The 
Committee would like that the Corporation should ensure that thelr 
amm~ with the State Governments an- finalised earlv so a8 to enable 
it to have aD umred and continuous IIIpply of raw matcrial~ for their 
profects. 

(Paragraph 3.27 to 3.30) 
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..., 01 Get •••• 

'Ihe HPC bas already entered into an agreement with the Kerala Gov
ernment for supply of raw materials for the newsprint project. In the case 
of Nagaland Project, the State Government bas initiated action to acquire 
all the areal with bamboo aDd grasa from which there raw materials would 
be supplied to the mill. A draft agreement has also been submitted to 
the State Government for their concurrence. As reprds the Nowgong 
and Cacbar Projects, the text of the agreemmt for supply of raw mate-
rial has been settled with the Government of Assam and the agreement 
will be formally entered into after pm clearance for the projects is obtained. 
So far as ~ proposal of expansion of Mandya National Paper Mills is 
concerned, the State Government has agreed to provide bamboo from 
some areas of the State and the HPC is examining these proposals in 
~etail. 

[Ministry of Industry (Dept!. of Industrial Development) 
O.M. No. 10-21/16-Paper, dated 18-10-76]. 

Please indicate the latest position in regard to arrangements with the 
State Governments for an assured and continuous supply of raw ma~ 
for the projects of the Corporation. 

(L.S.S. No. 22-PUf76, dated 30-12-1977) 

hrdIIr ...., 01 ~I.I 

The latest position with regard to the alreements with the State Govern
ments for the assured and sustained supply of raw materials for the HPC 
Projects is as WIder : 

1. Ktrala Newsprint Project 

The requisite agreement for the supply of Euca1yptus and reed ~ 
and other infrastruc:tural facilities has already been siped 011 7th Oc:tober 
1974 with the State 00gemment. 

2 & 3 NowgotfJ aIId Cachar Projects 

The agreement for the supply of raw-material and other ~ 
flCilities has been signed with tbe GovernmeDt of A.-m ad the MitIt 
HUla District Council 011 20th July 1971. 

4. NaJQUwl ProJect 
The Government of NaplaDd has since thea Icq1Iired 10 sq. IIiiJeI of 

nod bcariU ucas and 23 sq. miles of bamboo barin& areas. The Gov-
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~rnment of NagaJaDd is going ahead with the acquisition of the balance 
bamboo bearing area of 27 sq. miles. The terms and conditions of an 
agreelllCllt for the supply of raw materials and other infrastructural facili
ties bas already been discussed and agreed upon with the State Govern
ment and the agreement is expected to be executed soon. The matter is 

being pursued with the Government of Nagaland. 

S. Mandya Natio1li1l Paper Mills 

The State Government of Karnataka is stiD examining the possibilities 
'Of allOtlllCllt of additional areas to meet the requirements of raw-material 
for the expansion of MandYa Natiollal Paper MiDs. A meeting In this 

-connection was held in the Cbamber of the Minister for Industry, Govern
ment of India on the 6th December, 1977 in whioh it was conveyed to the 
<JovernmeDt of ICarnatata that they should explore the ,powDility of addi~ 
tional allotment of raw material or alternatively c~sider the State Govern-
ment's taking over the Mandya National Paper Mills. F\Jnber discuaioDs 

1lre being held with the State Government. 

{Ministry df Industry (Dep«. of Industrial Development) O.M. No. 10-
21176-Paper, dated 15-2-76}. 

CI ,', .. ~ c-w "I e 

1. The ftnaJ result of action taken in consultation with the Govern
ment of Napland and Kernataka for the assured and continuous supply 
of raw material etc., for the HPC projects be intimated to the Committee . 

..... 1 ' '.8 (IetW Ne. 14) 

The Cunmittee note that according to surveys done by FAO 
and Government of India sufficient raw materials are available in Bastar, 

1Cerala, Cbanderpar and Bhandara Diltricts of Maharasbtra, Khammam 
and Eatt Godavari Diatrictl of Andhra Pradeah partl of su..,-JheJum 
and Olenab, catchments of Jammu and Kuhmir aDd !IOIIIe other areas· 
Surveys are also being carried out in Nonh Eastern Parts of India. It 

• has been stated that Bastar area in Madhya Pradesh it not only capable 
cd sustaining larlC siJled bulk paper plants hut also tUited for reemeratiOll 
of tropical pines if this area is developed. aod infrastructural facilities are 
provided. AD these measures call for a long term plan of action. The 
"Committee are informed that with the allotment C'f bamboo resource!! for 
the major pulp and paper industries in the country. all resources 
ex~pt the areas of Central India bave been eannarked for the 
present and future expansion of paper industry. The C.ommittee 
would therefore like Government to exsmine the possibility of 
developing the Bastar and adjoining areas which have the potential for 
raw material for paper industry. The Commitlee would like thaI Gov

ernment should prepare a perspective plan for the development of paper 
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industry aDd &bould also have a shelf of sdlcmea CODIiIteDt with the avail
ability of raw materials best suited for paper/newsprint manufacture. The 
Committee abo desire ~ the Corporatioa should keep itJelf abreast of 
teclmoJosic:al advaDCCllleDtl made in the world for the manufacture of 
paper/newsprint 10 that they could be suitably adopted fOf" paper maou-
facture in the country. 

(Paragrapb 3.32) 

Reply .. Go, .... 

Govemmcot have already examined the possibility of setting up a puj9/ 
paper mill in the Buter resion, which has a large potential sources of raw 
material. It hal DOW been decided that with the assistanee of the world 
bank feasibility studies for the industrial utilisation of the resources of the 
Butar resion wiD be carried out in the Dear future. The proposal of setting 
up a pulp and paper mill in the area will form part of the studies. It is 
propoaed to aIIOciate the HPC with these feasibility studies. 

Govemmeiu have already worked out the requirements of paper for 
the Fifth PIau aDd first half of the Sixth Plan and are doIely IIIOIIitoriDJ 
a number do projects wbicb are already onder implementation to ensure that 
the desire targets are achieved. So far as the long term requirements of 
the paper indUStry are conc:erned. OovernmeDt have reviewed the targets in 
consultation with ~he PlanniDl Commission form time to time. A number 
of scbemea are already onder COIlIideratioll in the North-Eastern regioD and 
In the Bastar region which have larae UDutilised resources of bamboo/ 
bardwoods. Preliminary studies have already been carried out and the 
HPC has also been aasociated with theIe Iludies 10 that at the appropriate 
time further projects can be taken up to meet any gaps which might arise 
In the demand aDd supply position. 

The HPC have been taking steps to keep themselves abreast of the 
latest development in the filed d. pulp and paper ~lmoIogy. The follow
iIIg coocrete Iteps have been taken up:-

(a) Participation in international confereocc. seminars, etc., and 

(b) Participation in international conferences, seminars, etc., and 
interaction with experts In the filed of pulp and paper tech
nology; 

(c) Deputing engineers for training aDd on fellowships to c0un-
tries advanced in pulp and paper technoJogy; 

(d) Subscription W technical journals and magazines. 

Further, by association with Messrs Sandwen and Company of Canada, 
who are the ConsuJtants for the Kerala Newsprint Project. HPC is expec
ted to absorb the latest technology in this regard. The Chairm8D-CUDl-
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Manaaina Director ol HPC iI a mamber of the FAO Pulp and Paper 
Advisory Committee. Fmally, HPC is also associaled with the UNDP 
Project "Identification and Exploration of Alternative Raw-Materials for 
Paper aad Newsprint Manufacture". 

[MiDiatry c6. Industry (Deptt. of Industrial Development) O.M. No. 10-
2Jn6-Paper, dated 18.10.76), 

The Committee note that while bamboo is the main and import-
8Dt raw maICriaJI for production of paper, becaUSe of shortaIa developed 
JD the availability of bamboos, hardwoods are Do being used upto 40 per. 
cent for pulp. In addition, there are a number of other products lite jute 
sticb, conifers straws, bagasSe etc., which can be used as raw matma15 
for paper. In regard to jute sticks, it has been stated that because theIe 
are used as fuel, the question of finding alternative cources of fuel and the 
problem of finding macbiDery for collection, uanspon aDd storqe on ceo
DOmic COlt have to be considered. The Development Council for Paper, 
Plop and Allied Industries is reporud to have set up a Committee to exa
mine these probIeml. The CoIDJIIittee hOpe that the body set up by tk 
Development Council will conclude its examination soon and IUglest ways 
and means of solving the problem of collection, traDSpottation and stora ... 
of these products in the interest of making jute sticks available to the paper 
industry. 

(Paragraph 3.33) 

..,., of Ge.. .r 

The Agriculture 'Raidue Committee set up by the Development Coun-
• eft for Paper has completed its work on the utilisation of jute Itic1ca for 

paper manufacture and submitted its repon for consideration of the 
Development Council. The Committee has made various recommenda
tions regarding collection, transport and Itora,e of jute llticb and the 
process to be adopted for utilisation of jute sticks for manufacture of paper 
pulp. The Repon will be considered by the Development Council and 
thereafter the Government would examine the recommendations of the 
Development Council in this regard. The recommendation of the Deve
lopment CoUDCiJ are awaited. 

[MinisUy 01 lndultry (Deptt. of Industrial Development) O.M. No. 10-
2Jf76-Paper,dated 18.10.76) 



24 

F ..... ~ c.-.. .... .,. die 01 'M 1 

Please fum.ish the recommendations of the Development Council for 
making jute sticka available w the paper iDdustry and action taken by 
<lovemment thereof. 

(L.s.S.O.M. 22-PU/76 dated 30.12.1977) 

. ~ 1'''''' Reply 01 Go.et ..... 

The summary of recommendations of the Agricultural Residue Com
mittee constituted by the Development Council for Paper, Pulp aDd Allied 
Industries is enclosed Appendex-I. 

The Devdopment CouDcilaccepted the report of the Committee in its en
-tirety aDd copia of the report were sent to the three paper IIl8Il1IfacturiD, 
Associatioas (the Indian Paper Mills Association, the lDdiaD Paper Makers 
AssociatiOD, apd the All India Small Paper M'dls Association) in order to 
eucourap their memben to utilize jute sticb. 

To eDCClUl'age the 1IIe of seeoadary raw-materials such as qricultural 
residuea aad wastes, OovemmeIlt hate delicalsed the maaufacture ol writ-
tq, printiDI and wrapPiDg papers from: .agricultural residues and wastes 
by such mediam eotrepreoeurs who require neither imported raw-materiala 
nor imported Capital Goods nor foreip collaboration for such m&nufac:tur
ina 8Ctivity. Certain ucise daty CIODCeI5ioDs have also been extellded to 
such paper DDiti !or using qricultural residues like cereal Ittaw bquse 
and jute sticks. 

,[Ministry of Industry (Deptt. of Industrial Development) O.M. No. 10-
(21)/76-Paper dated 11-1-1978] 

The Committee note that against the annual rated capacity of 10,800 
tonnes in the Mandya Mills, the actual production during 1971-72, 1972-
73 and 1973·74 (9 months) was 9825. 9595 and 7760 tonaes respectively. 
The utilisation of capacity was accordingly 91 per cent ill 1971-72, 88.8 
per cellt in 1972-73 and 95.6 per cent in 1973-74. After the take over of 
the Mill in January.. 1974, the Corporation re-organised the production 
. operationa by increasing the percentage of bagasse furnish and filted the 
target for the year 1974-75 at 10,650 toanes. However. the actual produc-
tion was only 9202 tonnes and utilisation of capacity was 85.2 per cent. 
The shortfaIl of 1448 tODnes is stated to be due to the breat-down of baUer 
in July. 1974 and acute shortage of water and bagasse. 

The Committee are informed that since the total requirements of baga-
sse were not met by the Dearby sugar factories. it became necessary to pro-
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cure bagasse from distant PWles lite Tamil Nadu, Andhra Pradesh and 
Malw;ashtra and annual contracts are being entreed into with mills there 
to CDIID ..... incd supply of bagasse througout the year. The Committee 
would like the Government to examine the arrangements 8Bd conditions for 
supply of bagasse by Mysore Sugar Mills and whether there has been any 
&ilure or breach d. coo.tract by the Sugar Mills in supplying the required 
qullDtity cS bagasse to the Mandya Mills because of which they had to go 
in for supplies from distant places and, if so, take suitable action therefore. 
They also recommended that the Corporation should work out the ~e 
l'CqUi.rements of the Mandya l\Cills with reference to the present capacity and 
future expansion, identify the nearest sources of supply of bagasse and 
enter into 8rm commitments with the supplien on a loag term basis 
so 8$ to ensure that its production is BOt affected on account of shortage 
of this essential raw materials. 

(Paragraph 4.26 to 4.27) 

Reply of Goftnuaeat 

The Government have taken up the question of arrangement for supply 
<Of bagasse by Messrs Mysore Sugar Mills to the Mandya National Paper 
Mills with the State Government at the highest level. The matter is under 
cOIlsideration of the State Government. I is expocted that a sui\llble agree
ment will be reached by which Mandya NatioDal Paper Mills would be able 
to make firm arrangements for meeting their present requirements of bag
asse. The Mill has also identified other SOUI'CO§ of bague and is trying 
to come to firm arrangements for their supply. As 1'elluda the 
expansiOll of the mill, it is based on bamboos, reeds and hardwoods for 
which the requesite commitment has been received from the State of 
Kamataka. 

Coanaeat. .. die Com .... 

IM'mistry of Industry (Deptt of Industrial Development) O.M. No. 1 ().. 
21/76-Paper, dated 18-1 ().. 76] 

Please see Para 6 of Chapter I of the Report. 

RecIo. .d ...... (SaW No. 19) 

Tbe Committee are informed that the terond hand tumme wbicb was 
purchased in ] 962 could not be commissiOned due to some accident and 
siDee then the mill has been dePendent on the purchased power. AI they 
bave already recotiunended the Corporation should lint decide expeditiously 
whether or not installation/of a captive power plant it absolutely euential 
for the mill aDd if it be so, the Corporation should detennine in consulta-
1ion with the experts whether or DOt the old turbine, after repain, can be 
PUt to economic use to meet the power requiremems of the Mill. In cue 
the old turbine C8IIDOt be put to economic nse, be Committee have no doubt 
that the CorporationfOoyel'lllDClJt would take urgent lIdion to ditpose It 
of in the belt public interest. 



Reply of Go,a __ 

The old turbo generator set was blown off in the year 1964 and therD 
was heavy damage to the rotor, stator and rota shaft. The HPC'a expert 
consultants certified that the damage was beyond repair and although ad
vertisements were issued for the disposal. of the damaged items, the offen 
received were too low. The HPC are however making further efforts t8 
dispose of these items at a suitable Price. 

[Ministry of Industry (Deptt. of Industrial Development) O.M. No. 1~ 
21176-Paper, dated 18-10-761 

FartIa l1li( ........ called for by die ColDIIIittee 
[L.S.S. O.M No. 22-PU/76, dated 30-12-1977] 

Please indicate the latest position in regard to disposal of damaged 
items. . 

Fw1Iaer Reply of Go,erament 

The question of disposal of the Turbo Generator set which burst out 
in the year 1964 was referred to the Director General of Supplies and Dis-
posal, New Delhi. The set was auctioned through the DGS&D on 17.1.1978 
and the highest offer received was Rs. 1,82,000 (excluding 3 No. trans
former). The accept8nce of the bid is subject to the approval of the DGs&D 
Directorate General at Delhi, which is still awaited. 

[Department of Industrial Development O.M. No. 10(21}f16-Paper, dated 
15.2.1978} 

ComIaeats of die Committ~ 

Please sec Paras 9 and 10 of Chapter I of the Report. 

Rem ........... (s. No. %0) 

The Committee note that the shut-down hours of the Mills rose from 
20 per cent tin 1972-73 to 23 per cent in 1973-74 and to 30 per cent 
during the first full year (1974-75) of the working of the Mills under the 
control and management of the Corporation. The Committee find that out 
of 2622 shut-down hours during 1974-75, the "General Shut" which includ
ed shut-down o<fue to power failures and water shortage accounted {or 1809 
hours; repairs of various equipments accounted for 368 hours and machine 
clothing for 199 hours. The Committee are distressed to not;: that the shut
down of the machines during 1974-75, which was higher than that during 
the two preceding years, caused a shortfall of 2000 tonnes in the production 
of paper equivalent to sales value of Rs. 90 lakhs and a reduction in profit 
to the extent of Rs. 40 lakhs to tile Mill. The Committee would like the 
Corporation to investigate the varions causes for the shut down with a view 
to dc!crminc as to how far the causes could have heen avoided by timelY' 
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and preVCllltive action and fix respoasibility for the lapses if any. The Com
mittee recommend that cooclusive measures should be tak"n to keep the 
shut-down hours to the minimum and save the mill from loss in production. 

(Paragraph 4.31) 

Reply 01 Go..enuaeat 

HPC have examined the reasons for the shut down during 1974-75. It 
has been determined that the following are the main reasons for the shut 
down:-

(I) Water shortage: 

As the level of water in Krishnaraja Sagar reservoir became 
very low in 1974, there was no flow in the canal which was 
the main source of water supply to 'the mill and the plant had 
to be shut down for a month; 

(II) Due to low water level in the reservoir at Sharawati which is 
the main source of power supply in the State, the Stat>! Gov!. 
had imposed a power cut varying hom 10 per cent to 60 
per cent and the power supply to the mills was restricted; 

& (III) There was a break-down in the boiler in July '74 and it could 
be commissioned only in November '74. Restricted supply of 
steam caused a fall in production. 

HPC have taken all possible steps to keep the shut-down hours to the 
minimum and in 1975-76 the shut-down was reduced rn.arkedly. 

[Mmistry of Industry (Department of Industrial Development) O.M. No. 
10/21176-Paper, dated 18.10.76] 

Furtber iDformatiOD eaIIed fol' by the COIIDDIttee 
Please indicate the improvement effected during 1975-76 and 1976-77. 

(L. S. S. O.M. No. 22-PU/76 dated 30-12-1977) 

Farther Reply of ('.ovemment 

The following specific steps have been taken to keep the &hut ·down 
hours to the minimum. 

1. Water shortages As the level of water in Krishnaraja Sugar Res
ervoir used to go low, the mill was having difficulties because 
of shortage of water. To obviate this shortage of water, 
arrangements have been made near Deveraja ADieut across 
the river Cauvery to pump water to the mill. 

2. Power shortage: The Kamataka Electricity Board had increased 
the quantum of power out from 10 per cent to 55 per cent 
from October '76 onwar Js. Efforts were made to obtain 
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power from Kcrala aud Tamil Nadu but this couI4 ~ possil* 
~ au. Yay 71. To ovcn:omo tbis po1I'Il' IIIiortap. .-
mill hal ordered a 1.S M. W. Turbo Generator Set fJom MIl 
TriveDi Engineering Works, Natni to supplement the power 
requirement of the mill. AD oil Fired Boiler is being converted 
to Coal Fired Boiler to minimise cost of production of steam 
required for the generator. The mill expects to commission 
the new TO Set by the middle of 1978. 

3. The mill has installed a Water Softening Plan which bill im-
proved the maintenance of Boiler Tubes. 

4. Preventive Maintenance procedures have been introduced which 
bas brought down the break down time to a considerable 
extent. 

S. Provision has been made for an additional storage reservoir for 
tile Treated Water Plan and additional storage space for Un
blanched and Bleached Pulp, Black Uquor and White Liquor, 
which has helped to maintain the continuous operation of the 
Paper Machine. 

6. To improve and stabilise its production, the Mill has also 
taken 'teps for the following: 

<a> Installation of Reed Pulping Street; 

(b> Installation of Balancing Equipment in the Chemical 
Recovery Plant; and 

(c) Modification in the Paper Machine and the Stock Prepara
tion Plant. 

lDepartment of Industrial Development O.M. No. lO(21)I76-Paper dated 
IS.2.1978] 

R~ ...... (S. No. 2n 

Tho Committee IUggest that whenever a private unit is taken 
over by the Government/Management should immediately identify the 
critical items of machinery and equipment and taken all possible precau
tions to guard the critical equipments against sabotage or careleu handlins. 

(Paragraph 4.34) 

Such prccautioos are already taken at the time of usuming management 
ot private undertakings. Government have taken special note of this 
observation of the Committee. 

(Ministry of Industry (Department of Industrial DeYelopment) No. 
10/2tf76-Pape!". dated 28-1-77] 



29 Rec._ ....... (5. No. 23) 

The Committee note \bat though as an integrated pulp and 
paper mill there was no ov4all unutilise capacity, all the sections of the 
Mandya Mills did not, bowl'ter, have the matching capacity, wbile the 
paper machine bas a capaci\f of 55 tonnes per day the chemical recovery 
IIIICtioo bas a capacity for ~~uction of 30 tonnes per day and the pulp 
mill can produce only 40 tannes per day. A scbeme costing about Ils. 69 
lakbs bas been proposed for addition to balancing equipments. With 
the provision of these balancing equipments, the mill which was designed 
for a total production of 34 MT per day will be expected to produce 
around 50 to 55 tonnes of paper per day. 

The Committee a1so Dote that while orders for balancing equip-
mcnts to the extent of over Rs. 19 1akbs were placed in 1974 and 1975, 
action in repro to the balance of items is yet to be taken. Even in C88CI 
where orders have been placed, the delivery schedules in certain cases have 
not heeD .tbered to by the suppliers. The Committee see no reaiOD wby 
an the orden for the balancing equipment could not be finalised and the 
entire equipment not obtained on top priority basis. They recommend 
that the Corporation should finalise orders in all the remaining cases with
out delay and ensure that supply of equipments is made according to • 
time-bound programme which should be adhered to strictly. They also 
recommend that the Corporation should not hesitate to enforce the penalty 
daUile in the supply orders in cases where avoidable delays in adhering to 
the deUvery schedules have occurred. 

The Committee need hardly emphasise the urFney and im
portant of providing balancing equipmeBts in the Mill to remove 
bottlenecb for the optimum utilisation of the available machine capacity. 
The Committee recommend that the Corporation abould ensure that all 
civil and erection works are completed and the balancing equipments 

'pressed into service without delay 80 that the beaY}' investment made to 
reDJ(WC the imhaIanc:ea starts yielding retum at the earlie&t. The Com
mittee would like the Corporation to ensure that the balancing eqwpmeDt 
woaId be suitably integrated with the propoae expaDJion programme 10 sa 
to easure that the investment being made now is Dot rendered infructllOUi 
after the expamion. 

(PM ..... 4.36 to 01) 

Reply of GovernmaBt 

In view of the propoeed major expanaion 0( the Mill under which a 
new paper machine and a recovery section has heen provided the balanc
ing equipment programme costing RI. 69 Iakhs wu cut down to Ils. 35 
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Iakhs by dcfcrriog modifications in the recovery section and pa~ 
machine. The balancing equipment instaIlation will be completed by ~ 
ber, 1976. 

About Balancing items, lOme of the critical items costing Rs. 19 lakhI 
were ordered during 1974-75. The order for other equipments could DOt 

be placed earlier as the supplier of the machinery have changed the des.ian 
particulars of the towen. After getting the correct design, the orders for 
the rest of the items were placed. 

The delay for construction of concrete Tower was also due to getting 
necessary permission from Railways as the Corporation had to cut a part 
of existina railway embankment. The permission was received recently. 
The tenders for the construction work of Tower have been floated. 

Reprding other civil constructions almost all the work is over. 
The erection work of balancinl equipment such as Brown Stock 

Washer No. 3 and its accessories, instrument air compressor and work-
shop equipment are completed and commissioned. The work on additional 
steel tanks is in the final stage of fabrication and will be completed soon. 

Regardina the delay in supply of materials, the Mills have introduced 
a penalty clause for future Purchase Orders. 

The expansion scheme costing Rs. 36.16 crores bas already been sub
mitted to the Government for PIB clearance. The Balancing Equipment 
Scheme has been suitably integrated with the Expansion Scheme. 

Ministly of Industry (Department oT Industrial Development) O.M. 
No. 10-21!16-PAPER DT. 18.10.76. 

Recoa ..... doII (Serial No. %3) 

The Committee note that a scbeme for expansion of the Mandya 
Mills costing a'bout Rs. 32 crores was drawn up by the Corporation as it 
was recognised that the sick mills cannot survive unless it is expanded to 
an economic and reasonable size. The Committee also note that a special 
provision was made for the expansion of the Mills in the Tripartite Agree
ment dated tbe 16th May, 1973, signed by the State Government of 
Kamataka, Mandya National Paper M'tDs and the Hindustan Paper Corpo
ration under which the State Government of Kamatalca had agreed to 
make available eight forest areas adjacent to the mil1s which were expected 
to yield about 1.40,000 tonnes of air-dry bamboos for a period of 20 years 
commencing after regeneration of bamboo forests and during the period of 
process of regeneration. tbe Corporation was to be allowed to extract 
such quantities as would be available. The Committee are informed that 
subsequently the situation had changed as the Government of Kamataka 
had taken control over the MVsore Paper Mills and had decided that both 
Mandya and Mysore Paper Mills should be expanded to an economic 
capacity. . "., ,. .,~ ~'-.:"- "-' .rl' ..... r 
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They also learn that.aftcr the gregarious flowering of bamboos 
in 1974 the Government of Karnataka informed the Corporation that it 
ViU not possible for them to fulfil their earlier commitment to allot 
1.40,000 tonnes of bamboos per annum on regeneration as extensive 
bamboo areas had flowered and regeneration had not been adequate. After 
protracted correspondence with th..: State Government by the Corporation 
as also by the Central Government at the highest level, the Government of 
Kamataka have now agreed to allocate five such forest areas to the Mandya 
Mills as on regeneration would yield 73,000 tonnes of bamboos that too 
anIy for a period of 5 years. As the regeneration is expected only, in about 
1982, the Government of Katnataka have also agreed to make available 
25,000 tonnes of bamboos, 20,000 tonnes of reeds and 10,000 tonnes of 
hardwoods in the interim period. The Committee are informed that on 
the basis of tne availability of forest raw materials in the interim period, 
the Corporation is preparing a scheme for immediate expansion of Mandya 
Mill which will then be sent to the Gov..:rnment of India for consideration 
.and approval. The Committee feel that the expansion plan should be 
lOCh as to raise the capacity of the mill to an economic and viable size and 
it·should be possible to persuade the State Government to agree to supply 
the forest raw materials on a long term basis for the expansion of the mill 
to an economic size. 

The Committee feel that in view of the past experience of the 
Corporation/Government with the Government of Karnataka who have 
once gone back on their commitment made in 1973 in this regard, it 
would be advisable to make sure that the new commitment made by the 
Stale Government to aUot forest areas of bamboos on regeneration and 
bamboos, reeds and hardwoods in the interim period is irrevocable before 
any expansion plan is implemented. 

Tbe Committee feel that five year period for the duration of 
lease as agreed to by the Stale Government is not adequate in view of 
the heavy investment which the Corporation would he ma'-:ing on the ex
pansion programme. They recommend that the Qo\'crnment/Corporation 
should have the duration of lease extended to a period of 20 years as 
<lriginally envisaged. 

The Committee also recommend that Government/Corporation 
should carefully examine the financial viability of the nL'W expansion 
scheme OIl the basis of current availability of raw material~ before its 
sanction and implementation. 

(Paragraphs 4.49-4.S3) 
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H.P.C. are negotiating with the State Government for obtaining clear 
cut commitments regarding supply of adequate raw materials. They are 
also negotiating for extension of the duration of the lease for a period of 
30 years. After the State Government agree to these changes, HPC will 
enter into a long term agreement. 

[Ministry of Industry (Department of Industrial Development) O.M. 
No. lQ-::!1/76-PAPER dt. 18.10.76J 

Fwtba- lid ......... called for by the Committee 

Please indicate the outcome of negotiations with the State Government. 

(L.S.S. No. 22-PU/76 dated 30-12-1971) 

The immediate availability of raw-material as per the assessment made 
by HPC vis-a-vis the allotment made by the Karnataka Government is as 
under: 

linn 

Bamboos 

Hardwoods . 

Eucalyptus . 

TOTAL 

Quantity of raw Ma- Eatimat~ of Availabi-
t~ial Allotted by Kar- I ity of HPC. 
nataka Government 

--------
Pr<sent Ultimately P1uent Ultimately 

afta 
bamboo 

elwnps 
mature 

20,000 20,000 ]5,000 15,000 

25,000 73,000 4,000 73,000 

10,000 10,000 

40,000 40 ,000 1,000 1,000 

95,000 143,000 "",000 Bg,ooo 

1. Since there was a wide difference between the quantity allotted by 
the Government of Karnataka and that assessed by HPC, the Union Minis
ter for Industry called a meeting on 6th December, 1977 which was attend
ed by the Chief Minister of Karnataka and the concerned officers of the 
Slate Government to consider whether the commitments made by the 
State Governmeat of MNPM could be honoured and if not then what were 
the alternate solutions. 
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2. In this meeting the Union Minister for Industry observed that if the 
State Government was not in a position to honour its commitments, they 
should consider taking over the running of the Mandya National Paper 
Mills themselves. The Chief Minister agreed that this was a possible solu
tion. It was also decided that the Chief Secretary, Karnataka, who was 
also present, should hold a joint meeting of the representatives o( the State 
Forest Department and the HPC to work out the parameters of a joint 
study. This study should be conducted within a period of t'Yo months, 
and if it was found that raw materials allotted to Mandya did not in fact 
exist as contended by the HPC, and if no additional allOWlents could be 
made by the State Government then alternate options should be considered, 
such as the taking over of Mandya National Paper Mills by the State Gov
ernment. Further discussions are being held with the State Government 
authorities. 

[Ministry of Industry (Department of Industrial Development) O.M. No. 
1O(21)/76-PAPER dt. 15.2.78] 

Comments of the CQmmitfee 

The matter regarding additional allotment of raw material to the HPC 
by the State Government of Karnataka or in the alternative taking over 
the running of Mandya National Paper Mills by the State Government 
themselve!;, may be finalised early and the final result of the discussion being 
held with the State Government in this regard may be intimated to the 
Committe(:. 

RKommendation (Serial No. 24) 

The Committee note that the Hindustan Paper Corporation pro
poses to procure a second hand paper machine from abroad to reduce the 
project cost of the proposed expansion of the Mandya Mill. They aro 
informed Ihat a second hand paper machine of about 60 TPD would cost 
around Rs. 2 crores while a new paper machine of the same capacity would 
cost aroulld Rs. 6 crores and the installation of second hand machine 
would enable the Corporation to gain rughly Rs. 32 lakhs per annum of 

• reduction in the cost of production @ 'Rs. ISO per tonne. The Committee 
do not see the rationale behind the assumption of 20 years as the expected 
life of a new machine as well as the old machine for purpose of compara
tive cakulation of cost of production. In view of this, the Committee feel 
dobutful as to how far the claim of the Corporation that the old machine, 
as compared to the new machine, would yield a gain of Rs. 32 lakhs a 
year on cost of production @ Rs. 150 per tonne could be sustained. 

The Committee note that the paper machinery industry in the 
country k capable of producing small size, mediu!TI size and large size 
plants of capacity ranging from 20 tonnes to 150/200 tonnes per day and 
its capacUy utilisation during 1975 has been around 50-55 per cent. The 
Committ6.e also note that while on the one hand the capacity utili~ation in 
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.the industry has been rather low on account of lack of orders or improper 
now of 0 rden, on the other hand, the Corporation is thinking of importing 
second hmd paper plant to keep the project cost low. As stated by the 

-Corporation itself, the possibility of second-hand machinery imported from 
abroad tHming out to be incomplete and its substantial parts being nothing 
more than scrap is also not ruled out. The Committee would like that the 
Government should critically go into the economics and advisability of im
porting second hand machinery from abroad consistent with their policy 
of encouraging use of indigenous machinery taking into account all the 
relevant factors and take a decision in the larger and long term interest 
of the nation and the paper industry. They need hardly stress that when 
indigenous capacity to manufacture paper machinery is available in adequate 
measure, maximum amount of machinery should be obtained from indige
:nous sources. 

(Paragraphs 4.64-4.65) 

Reply of Goverameat 

HPC was proposing to obtain a second hand paper machine mainly to 
'limit the capital cost of the proposed expansion scheme for the Mandya 
Mills. It has since been decided that a new paper machine would be pur
chased from the indigenous sources for the Mandya expansion scheme. 
As regards the import of machinery, it may be reiterated that GOVl. policy 
bas always been to encourage use o'f indigenous paper machinery. The 
facility of allowing second hand paper machines of capacity below 10,000 
tonnes was given only temporarily up to 31st December, 1975 in the con
text of the urgent need to fill up the gap in the installed capacity for manu
'facture of paper with a reasonable short period at low capital cost. This 
scheme is no longer in force and entrepreneurs have to procure the 
machinery from indigenous SOUTees for setting up future capacities for 
-manufacture of paper. 

{Ministry of Industry (Department of Industrial Development), O.M. No. 
10-21/76-PAPER dt. 18.10.76]. 

RecommeJldatioD (Serial No. 16) 

The Committee note that while the cost of production of white 
-printing paper in Mandya Mills is Rs. 3205 per tonne, under the orden 
of the Government it is required to be sold at a controlled price of 
Rs. 2750 per tonne, with the result that there is a gap of Rs. 478 per tonne 
between thc cost of production and the selling price. The Committee are 
informed that the Corporation is trying to reduce the cost of production 
by using higher percentage of filler and reducing the chemical consumption 
to the extent that the quality of paper is within lSI specifications. The 
Committee would like the Corporation not to spare any efforts to bring 
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about reduction in the cost of production Of white printing paper consistent 
with the quality specifications so as to be within the standard level and 
avoid loss on this account. 

(Paragraph 4.80) 

Reply of Go,vel1lllleDt 

The HPC have been making constant efforts to reduce the cost of pro
duction of white printing paper. The cost has now been reduced to 
Rs. 2900/- per tonne as against 'Rs. 3205/- and it is hoped that with fur
ther effort and after installation of balancing equipment, thare will be a 
further reduction in the cost of production of white printing paper which 
would bring the loss to nil. 

{Ministry of Industry, (Department of Industrial Development), O.M. No. 
10-21/76-'PAPER, Dt. 18.10.76] 

ReeommeDdatioa (Serial No .. 27) 

While the Committee are haPPy at the reorganisation of the 
marketing system by the Corporation after the take over ot Mandya Mill, 
they feel that in the field of paper where demand is much more than the 
supplies, it should not be necessary to have a very large marketing set up. 
They would, therefore, like the Corporation to keep this aspect in mind 
while determining the size of the marketing set up and ensure that the mar
keting expenses are kept to the minimum. 

(paragraph 4.81) 

Reply 01 GovenuneD' 

The paper industry in India has been subject to cyclic fluctuations and 
HPC's marketing organization is being set up with the objective of coping 
with this inherent cyclical nature, as also to have a direct conswner contact. 
The Corporation is fully conscious of the need to minimise marketing ex
penses an~ to keep the size of the marketing set up within reasonable 
limits. HPC is also keeping in view the need to maintain market commu
uication fllr ultimately being able to handle the expected out put of 1000 
tonnes pet day which would be the estimated production of their proposed 
units. 
[Mmistry of Industry, (Department of Industrial Development), O.M. No. 

10-21L76-PAPER, Dt. 18.10.76] 

ReconuneIIatioa (Serial No. 28) 

The Committee find that Corporation i§ setting up depots to 
meet the requirements of smaller consumers. They would like the working 
of depots to be kept under constant and continuous review and necessary 
improvements made in the light Of the experience gained to ensme that 
Jt1Per is available easily to all the smaIler consumers at a reasonable price. 
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They recommend that the marketing expenses vis-trvis sales turnover 
and the wormg molts of the depots sboold be reviewed from time to time 
and the report of the review should be placed before the Board periodically 
to enable it to advise remedial measures to bring the marketing expenses 
down whenever they happen to go up beyond a reasonable limit. 

(Paragraph 4.82) 

Reply 01 GonmmeDt 

HPC will be continuously reviewing the working of its depots/brancbe& 
and will be drawing up efficiency norms. The results of these reviews will 
Pc placed before the Board periodically as recommended by tm Committee. 

[Ministry of Industry, (Department of Industrial Development), O.M. No. 
10-21/76-PAPER, Dt. 18.10.76} 

RecommendatioD (Serial No. 29) 

The Committee would suggest that, after a unit is taken over by 
Government, Government Management should take that opportunity to 
explore the possibility of evolving a wage system with built-in incentives in 
which the accent should be on productivity. 

The Committee further suggest that immediately after take over the 
Management should also review the sales and purchase procedures of the 
private units to make sure that there is DO surreptitious margin built 
into these procedures so that these do not operate to the deteriment of the 
public sector. 

(Paragraph 4.83) 

Reply 01 GovenuaeDt 

The administrative Ministries/Departments have been suitably advised 
in this regard vide Bureau of Public Enterprises' O.M. BPE/GL-<102/77/ 
MAN/9(33)f7 BPE(GM n dated 14-1-1977 (Copy enclosed). 

[Ministry of Fmance BPE No. 9(34)I76-BPE(GMI) dated 18.1.77 & 
Department of 100M No. 10-21/76-PAPER, dt. 28.1.77} 

COpy 

No. BPEIGL-G02177IMANI9(33)176-BPE(GM. I) 

Government of India 
Ministry of Finance 
Bureau Of Public Enterprises 

7th Floor, Mayor Bhavan. Conn aught 
Place, New Delhi, the 14th Jan., 1977 

OFFICE MEMORANDUM 

SUBJECT:-Review of wage system, sales and purchase procedures, etc. in 
the taken over private sector units. 
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The Parliamentary Committee on Public Sector Undertaki.Dgs in their 
Eighty-fifth 'Report (April, 1(76) have inter alia made the following recom
mendatioos: 

"The Committee would suggest that, after a unit is taken over by 
Government/Managing should take that opportunity to ex
plore the possibility of evolving a wage system with built-in 
incentives in which !he accent should be on productivity. 

The Committee further suggest that immediately after take over, 
the Management should also review the sales and purchase 
procedures of the private units to make sure that there is no 
suqeptitious margin built into these procedures so that these 
do not operate to the detriment of the .public sector." 

The above observations were made by the Parliamentary Committee 
in the context of their study on the working of Mandya Paper Unit taken
over, the Hindustan Paper Corporation, a Central Public Enterprise. How
ever, the recommendations in question of a general applicability and are, 
therefore, brought to the notice of the administrative Ministries for guid
ance in future. If any general revision in the wage system is called for, 
the instructions contained in the Bureau of Public Enterprises' O.M. No. 
2(194)j11BPE(GM) dated 21-10-1971 may also be kept in view. 

To 

Sd/-
(S. Krishna Moorthy) 

Joint Director 
Tele; No. 262221 

All MinistrieslDepartments of the Government of India etc. 

• Copy to:-{i) The Controller & Auditor General of India. 

(li) Adviser (P) I Adviser(F) iAdviser (C) I Director I&RISecretary, 
PESBjDS(C) , Bureau of Public Enterprises. 

(ui) Chief Executive of Public Enterprises. 

Sd/-
(S. Krishna Moorthy) 

Joint Director. 
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Rece r MhfIoa (SerW No. 33) 

The Committee are informed that the purchase Manager and the FiDaa
cial Controller of the Mill, who was in service of the Mill before the take 
over 01. the Mill by the Corporation, were found lacking in exercising effec
tive financial control on purchases and the Corporation "got rid of them" 
when tbinp came to its notice. The C.ommercial Manager is reported t() 
have left the services of the Mill in January, 1975 after having worked 
under the old management for 15 years. A new Purchase Manager has 
been appointed and a new Financial Controller and Internal Auditor arc 
alto joining. The guidelines about the purchase procedure have been 
issued and procedure i8 being stream-lined. The Purchase Committee has 
been asked to tighten its control. The Committee recommend that the 
Corporation sbould ensure that the procedure for purchases is implemented 
in letter and spirit and all deviations from the purchase procedure in the 
case of major purchases together with the reasons therefor &hoold be brought 
to the notice of the top management of the Mill and the Board. The pur
chase procedure should also be reviewed from time to time and modified if 
necessary in the light of experience gained. 

(Paragraph 4.99) 

Reply of Govenameat 

The observations of the Committee have been noted for future com
pliance. An exhaustive Purchase Manual on the lines laid down by BPE 
Is under preparation, incorporating standard guidelines for procurement of 
capital and operational items. This will be reviewed periodically to up-datc 
ita contents In the light of the experience gained from time to time. 1ho 
daviations from purchase procedures, if any, in the case o( major purchase 
together with the reasons would be brought to the notice of the top manage
ment of the Mill and the Board of Directors. 

[Ministry of Industry, (Department of Industrial Development), O.M. No. 
lQ-21176-PAPER, Dt. 18.10.76} 

... (SaW No. 35) 

The Committee recommend that when the revised estimates vary so 
widely from the original estimates as has been in this case, the Investment 
Board of the Central Government should go into the reasons for such wide 
variations, fix responsibility for it as it seriously affects the economic para
meters on the basis of which the Project is Slnctioned and issue necessar! 
guidelines 10 all coocemed to obviate recurrence. 

(Paragraph 5.24) 
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ReI=-_1II1."'III .. _ No. 35 

It bas been laid down in the Ministry of Finance, Deptt of Expendi
ture (plan F'1D8IlCe Division) O.M. No. 26(6)/PF-I1/70, dated 30-9-1972' 
copy enclosed Appendix-II on the setting up of the Public Investment 
Board that: 

"U a detailed project report or aay other revision throws up a cost 
estimate whidJ. exceeds more than 20 per cent the amount 
approved at the stage of investment decision the matter should 
be referred to the Board again". 

So far about 50 revised estimates have been put up to the PIB for ap
Proval based on these guidelines laid in the O.M. on setting up of PIB. Just 
like the Feasibility Reports and DPRs. these re'.ised estimates are also 
scrutinised by various agencies in the Government like the Administrative 
Ministry, Associated Finance, BPE, Planning Commission etc. to satisfy 
themselves as to the reliability of these revised estimates and also that these 
revisions could not be foreseen earlier at the time of preparing the original 
FR/DPR. It has been also laid down in O.M. No. BPE/I (185)/Adv(F)/ 
72 dated 24.11.72 that such revised project cost estimates should also in
elude the revised profitability of the project based on such revised capital 
cost estimates. So it may be seen that guidelines have been already issued 
requiring PIB's approval to revised project estimates where such estima
tes exceed the sanctioned cost by more than 20 per cent and also to include 
the revised profitability estimates at the time of submission c:Jf such revised 
project cost estimates. 

2. Ministry of Finance, Deptt. of Expenditure, have also brought to 
the lIotice of the administrative Ministries vide its O.M. FI (I0)/PF-Il/ 
-76 dated 17th April, 1976 Appendix-III that while seeking investment 
proposals, they should ensure that cost estimates are not only carefully 
worked out but are also complete in all respects, and also further ensure 
~hat commitments are entered into only after investment decisions are 
taken on the basis of carefully worked out estimates. It will be observed 
that it is the responsibility of the administrative Ministry to go into tbe 
reasons for the variation and to fix tbe respon~jbi1ity therefor. However. 
the instructioDs for carefully worked out cost eSlimates have already been 
issued by the Govemment. 

[Ministry of Finance (BPE) D.O. No. 9(34)I76-BPE(GM.I) dated 9.1 J .76 
and Deptt. of I.D.O.M. No. 10-21/76-Paper Dated 28-1-77} 

Rtcotn= ...,. (SerIal No. 36) 

The Committee further note tlut the revised cost estimates of the 
Nagaland Project would posb UP the C051 oC production per tonne from 
Rs. 1606 lIS estimated in 1971 to Rs. 4585 as estimated In 1975 and de
press the profit per tonne from Rs. 424 estimated in 1971 to RI. 276 a .. 
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estimated in 1975. Thia poIiIioa d. proitabWty is stated by the Ministry 
to be based on the assumption that down-time of machinery and the ex
peDIOI of treatment and disposa1 of eftluent would not be unusually high. 
But. the Corporation feels that because of the dispersed locations of the 
various sections of the mill, and the difticulties which would be experienced 
in repairs and maintenance during rainy season, the down-time will be rather 
high, makioa it not possible to run the mill to full capacity, and the capital 
COlts OD treatment and disposal of eftIuent would be substantially higher 
than earlier eltimated. The Committee cegret to note tbat "the mill would 
oot be among the more profitable ones", and in the opinion of the Chair
man-cum-Managing Director of HPC, • it will never make profits in all 
probability". Tbe Committee cannot but express their deep concern over 
the bleak future thus projected of this mill which on present indications 
would' turn out to be a losing concern in aD probability and thus become a 
permanent liability. The Committee recommend that the Government/Cor
poOition should seriously and urgently look into the problems of mainten
ance, dmm-tirne and eftluent treatment and disposal which have upset the 
profitability of the Mill so gravely and spare no efforts to find a satisfactory 
solutioo with the help of exports to these known problems. 

(Paragraph 5.25) 

Reply of Gonramellt 

The Corporation has already secured th~ services of a number of experts 
in the field of soil mechanics, geology, civil engineering etc. in order to 
arrive at the best possible solution and to overcome stupendous difficulties 
-of COIlItructing and managing a mill at Tuli. The suggestions and advise 
of other government agencies like BPE, ewe, NEERI etc. are also being 
·sought wherever necessary. 

The problem of efftuent treatment and disposal is under active consi
deration and the consultants (NIDC) a10ngwith the technical eXPerts of 
the HPC are working out a solution. The National Environmental Engi
neering Research Institute, Nagpur also has been consulted. 

(Ministry of Industry (Department of Industrial Development) No, 10-21/ 
76-Paper dated 18-10-76] 

~ (SerIal No. 37 " 39) 
The Committee note that the Nagaland Pulp and Paper MiDs was COD-

celvect by the State Government of Nagaland sometime in mid sixties and 
out of the two sites, at Tuli and N.aginimara, considered suitable by the ex
perts. the site at Tuli was selected by the State Government for construct
ing the miD. 

The Committee are informed by the Corporation that the site at Tuli 
has many disadvantages and the mill at TuIi would never make Profits in 
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all probability. The Corporation is reported to have suggested shiftiDs of 
the mill from Tuli to Naginimara where besides many other advantages, the 
cost of construction of the mill will be Rs. 2 crores less than that at TuB 
and saving in the cost of production on an annual production of 33,000 
tonnes would be Rs. 64.35 lakhs. 

The Committee are informed by the Ministry that they have consulted 
the Nagaland Government twice about the proposed shifting but the latter 
bad stated that it was not possible from their paint of view to shift the site. 
The Committee learn that besides loss of a considerable part of the invest
ment already made at Tuli and the delay that the shifting will cause, there 
were difficulties in regard to the .acquisition of land and in this matter the 
Central Government have to go by the judgement of the State Govt. 'The 
Ministry have stated that although, comparatively s~aking, there was some 
advantage in having the other site, the balance of advantage from the 'prac-
1ical point of view lies in sticking to the original site taking care of the other 
difficulties and defects that might arise at the present site. 

The Committee note that while the preliminary rePort of the Internati
onal C01lSultants left the question of site between Tuli and Naginimara 
undecided, the Kane Committee, which was appointed by the Central 
Government to go into the feasibility report and other aspects conner.ted with 
the establishment of the paper Jll"oject, concentrated only on the problems 
relating to the availability and suitability of Taw materials and did not give 
any con~ideration to the question of selecting a suitab!e site for the project. 
The detailed project report prepared by the Government of Nagaland on 
the basis of conclusions arrived :at by Kane Committee, did not give any 
detailed comparison of Tuli and Naginimara sites. The appraisal group of 
-experts appOinted by the Central Government to scrutinise the DPR. sub
mitted by tbe Government of NagaJand, it appears, did not examine the 
merits of the other two sites. (Dimapur and Naginimara) and compared the 
merits cA. the two possible sites in Tuli area only and recommended the 
present site. Thereafter, a Cell was set up by the Ministry of Jndu~tri31 
Development to provide guidance and active assistance for the quict 
implementation of tbe project and the Cell, expressing their views in respect 
of the site, stated that "we generally agree with the site whirh has been 
~lected by you for locating the proposed plant". 

The Committee are informed that thereafter NlDC was engaged to up
date the caPital costs and on the strength of their repo" the project was 
finally cleared by the Government. The Committee aTe constrained to ob
serve that even though the project was examined by many experts at various 
'Stages. the question of suitability of site was either side, tracked or 
not subject to any scientific study to deteTnJine the effect of site on the 
economics and efticiencv of the project. It is all the more regretable that 
NIIX:: which were appointed CODIUltaDts for tbe project also overlooked 
the question of suitability of Tuli Alre& for the project and did not bring oat 



the iDhrent disadvantages of the site which it is DOW pointed out, will have
Krious effect on the economics and efficiency of the mill. 

In view of the difficulties involved in shifting the mill to any other site 
as also the fact that an expenditure ~ nearly Rs. 3 crores has already been
incurred on civil and other works at Tuli, the Committee are led to the 
conclusion that location of mill at Tuli is fait accompli. There is impera
tive need to resolve the difficulties and defects that arise at the present site. 
~ already recommended by the Committee in para 5.25 of the Chapter, 
they would like the Government/Corporation to earnestly look into the 
problems of maintenance, down-time and emuent disposal whiCh are likely 
to upset seriously the profitability of the mill and spare no efforts to find 
satisfactory solutions to these problems so as to offset the locational 
disadvantages of the project and thus prevent this mill from becoming a 
permaatent liability. 

The Committee are informed that a landslide occurred in September, 
1974 near the Digester House of the Mill. The Experts Committee, which 
was .appointed by the NIDC (the consultants) to go into the matter came 
to the conclusion 'the so-called slips to the hillock sides are essentially the 
sliding of the loose excavated soil dumped on the hillock sides caused by 
rain water". The Expert Committee observed that the natural soil was quite 
stable and there need be no anxiety on this accOlmt. As regards the site 
being in an active earthquake thrust zone, the Experts Committee stated 
that there need be no fears on this account as long as structures and formu
lations were designed making allowances for earthquake as per lSI codes, 
which they were advised was being done. The Experts Committee were 
satiscd that these site was suitable from an engineering point of view. They 
however, did not examine the suitability of the site from the operational and 
economic angles. 

The Experts Committee have made recommendations for taking cer
tain additional protective measures to protect the hillock sides from further 
damage. The Committee would like Government to take all necessary pro
tective measures to safeguard the structure of the mill and plant. The 
Committee would like to be informed of the concrete measures taken in 
this behalf. 

[Paragraphs 5.26 to 5.31 and 5.33 to 5.34J 

Reply 01 Goven .... 

The recommendations as given by the eXPert committee appointed by 
NIOC are being followed. Nevertheless in February, 1976 the Gov!. cons
titUted another expert committee to go into the suitability of the site at 
Tuli and recommend measures to be taken for slops protection. As rec0m-
mended toy this committee a soil testing team of Central Water Commis-



sion was also engaged to test the soil. The recommendations for soil pro
tection .are still awaited. Meanwhile, the Corporation has also retained the 
services of Dr. Adke an eminent civil engineering expen in the country. 
to suggest and approve necessary protective measures undertaken for 
strengthellini the slopes at the mill site. 

[Ministry of Industry (Depanment of Industrial Development) 
O.M. No. lo-21/76--Paper, dated 18.10.761 

F1u1ber iDfOl'lD8tioD called for by die COIUIiaIee 

In the reply furnished by Government it has been stated that in Febru
ary, 1976, the Government constituted another expert committee to go int~ 
the suitability of the site at Tuli and recommend measures to be taken foe 
slope protection. Please state:- -

(af What are the recommendations of the Expert Committee wilh 
regard to the slope protection of the site at Tuli and what 
action has been taken thereon. Please also state the compo
sition of the Committee. 

(b) Have the recommendations of the soil testing team of Central 
Water Commission in this regard been received by Govern
ment. If so, what are these and what action has been takeD
thereon? 

LSS O.M. No. 22-PU/76, dated 20-1-1977 

FlII1ber reply 01 Goverament 

(a) The Expen Committee constituted by Government of India t~· 

assess the suitability of the site at Tuli and measures for slope protection 
consists of the following members:-

(1) Shri v. K. Joshi 
Director (Canals) C.W.C.--Chairman 

Members 

(2) Shri R.V. Chalapatbi Rao 
Director, Engineering Geology 

Geological Survey of India Member 

Members 

(3) Shri N. K. Chakrabony Member 
Dy Adviser (Construction) 
Bureau of Public Enterprises 

(4) Dr. N. 80m Member 
Reader of Civil Engineering 
Soil Mechanic Department 
(Jadavpur University) 



A Copy of the draft recommendation handed over by the Committee 
u enclosed (Appendix IV). Steps are being taken to carry out the work 
.as per the recommendations of the committee. 

(b) The soil testing team of Central Water Commission condocted soil 
wting work as advised by the Expert Committee. They have submitted 
.the results of the soil investigation directly to the Chairman, of the Expert 
Committee and the recommendations of the committee is based, inter alia, 
oC)D these soil investigations results. 

[Department of Industrial Development O.M. No. 10-21176-Paper 
dated 3.3.77J 

"Statement showing Action taken on the recommendations/conclusions 
contained in the Eighty-fifth Report of the Committee on Public Under

takings on Hindustan Paper CorporatiOD 

R~D (Serial No, 38, Paragrapb S.31)J 

The Committee need hardly point out that the selection of site 
"for location of public sector enterprises should be made in the larger 
'PUblic interest after a thorough and critical appraisal of the merits and 
..demerits of all the possible sites and the location should be such as well, on 
balance, be most condusive to the efficient and economic running of the 
project, and not such as would make a project Permanently losing pro-
1"'sition. The Committee need hardly stress that the Investment Board is 
-expected to critically and thoroughly go into the suitability of location of a 
project before according approval thereto. They would like the Bureau 
cf Pub~ic Enterprises to bring this matter to the notice of all the Minis
\tries and public undertakings for their future guidance. 

Goftl'Dmellt's reply to Recommendation No. 38 

The points made are being taken note of by the various processing 
-agencies tn respect of projects now being posed for investment approval. 
In fact, to enable appraisal of projects based on different locations, all 
feasibility reports/ project reports are required to show the cost involved
capital an revenue--of various altef!1atives based on the different locations, 
'techniques of production, level and pattern of production, etc. This aspect 
has been emphasised jon the guidelines for the preParation of feasibility 
-uports for industrial projects issued by the Government in January 1975, 
for the benefit and adoption by the various agencies concerned with the 
""reparation and appraisal of feasibility reports/project reports. The fact 
'that investment approval and sanction of expenditure depend inJer-alia on 
_he data provided by the Ministry for an examination of the reasonableness 
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of cost estimates and techn~onomic viability (with refereru:e to (;hoicc=
of technology, Product-mix, scale of operations, location etc.) has bee. 
again reiterated by the Government vide Ministry of Finance (Plan 
!Finance Division's) O.M. No. F. 1(17)/PF-I1/76 dated the 20th Novem
ber, 1976, in the context of advising the administrative Ministries about 
the action to be taken pursuant to the recommendations contained in the 
98th Report of the Estimates Committee (1975-76) on Ministry of. 
!Finance (Deptt. of Expenditure) relating to delegation of financial powers-

[Ministry of Finance (BPE) P.O. No. 9(34)/76-BPE, dated 18-1-77 c£: 
DepU. of ID OM No. 10-21/76-Paper dated 28-1-771 

RecolMll!lldadoa (Seri8I No. 42 .... 43, .......... 6.10 IIIId 6.l1l 

The Committee are informed that as a general. policy Government" 
feel that taking a long range point of view it may be advisable to gradually 
<levelop capability for such purposes with Hindustan Paper Corporation' 
itself although this proposal is yet to be considered from all angles ami 
given a concrete shaPe. 

Now that the Hindustan Peper Corporation has been entrusted with the 
implementation of the Newsprint Project and a number of other projects, it 
appears to be more appreciate if the consultancy service and expertise for 
paper technology are developed under the HPC. The expertise if anyr 
available with the NIDC could also be suitab!e absorbed by the HPC. 

The Committee have found that in the case of fertilisers, several parallel 
agencies in the public sector have been developed for designs and consul
tancy with the results that not only the efforts of these organisations got' 
diluted and difficulties are faced in taking final decisions about design but' 
there is also avoiilable duplication and heavy unnecessary overheads. The' 
Committee feel that it is time that Government consider all aspects alKf 
take a decision about the location of design and consultancy services for 
'Paper in the public sector so that it could be squarely entrusted with the
responsibility of development ,and execution of projects. 

Reply 01 file GoftnuIIeat 

The Government of India recently decided that HPC should itself: 
develop design consultancy services and expertise on paper technology and: 
all the future consultancy services in the field of pulp and paper should. 
be rendered by the HPC. Mis NIDC have been advised to complete their: 
existing commitments and no further pulp and paper projects should be 
taken up by them. After completion of the Nagaland Project. pulp and' 
paper section of the NIDC will be wound up. In the future HPC wiu be: 
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'the sole agency responsible for development and execution of pulp and 
;paper projects in the public sector . 

. lMinistry of Industry (Department of Industrial Development) O.M. No. 

10-21/76-Paper dated 18-10-76.] 

Reea AIItlGa (Serial No. 44) 

The Committee ,are informed that the Hindutan Paper Corporation 
;aPproached the reputed firms of foreign consultllnts to quote their fees and 
ultimately in 1975 appointed Mis. Sandwell and Company Limited, 
Vancouver, (Canada) as its consultants for the Kerala Project and this 

;arrangement has also been approved ,by the Government of India. The 
-Committee find that before entering into agreement with Mis. Sandwell Co. 
negotiations were also conducted with Mis. Simon (International) Limited 

.about the terms and conditions and finally Mis. Sandwell & Co. had been 
selected. The Committee hope that the Corporation had kept in view the 

-difficulties 'exerienced by NIDC with Mis. Simon & Co. before finalising 
the terms and conditions of agreement with Mis. Sandwell & Co. and 
ensure that such problems had been taken care of so that the terms and 

.conditions are in the best interests of the Corporation and the country and 
the technology selected is most uptodate. 

(Paragrapb 6.12) 

Reply of die GovenlllMld 

All necessary precautions have been taken while executing agreements 
-with Mis. SandweU & Co. as the foreign consultants for the Kerala News
print Project. Mis. Sandwell & Co. had been selected for this assignment 
,after det'iled scrutiny of various offers received by the Corporation from 
different Norld renowned companies in the field of pulp and newsprint. 
It is confirmed that agreement has been executed in the best uiterests of 
the Corporation and the country and the technology selected is most upto
date in the field of pulp and newsprint industry. 

'{Ministry of Industry (Department of Industrial Development) O.M. No. 
10-21/76-Paper dated 18-10-76] 

RecoJDJDeDdadoa (Serial No. SO) 

The Committee find that the approval to the revised estimates was 
given by the PIB subject to the condition that utilisation of pulping 
techniques for hybrid eucalyptus is carefully examined and necessary 
precautions taken to arrest the fungus attack on eucalyptus. The Com
mittee are informed that the Expert Committee appointed in July. 1973 
examined the question of utilisation of hybrid variety of eucalyptus recom
unended installation of three pulping streets instead of two as originally 
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envisaged without involving revision of capital cost. The Committee are 
also informed that the question fungus problem has been referred to 
~other Expen Committee associating the Debra Dun Forest Resea~ 

Institute. The Committee would like to be informed of the findings in 
regard to fungus problem and the action taken in pursuance thereof, as 
this raises a very basic question about the raw material to be used for 
paper manufacture. (Paragraph 6.41). 

Reply of Govenuneat 

The expen committee which was appointed in 1973 to go into reasons 
of fungus attack: on Eucalyptus trees has informed that 10 thousand 
hectares of plantation raised on high altitude and low rains fall areas are 
free from fungus disease. This Committee also recommended that a 
fungus investigation unit should be set up in the K-.cala State Forest Depart
ment to work out the profilactive measures to combat the fungus disease. 
In accordance with these recommendations the fungus investigation cell has 
been set up in Kerala State Forest Department and the personnel required 
for this project are being brought in position early. This unit will start 
functioning in October, 1976. 

According to the available statistics 10 thousand hectares of Eucaly
ptus grandis plantations so far raised by the Kerala State Forest Depart
ment will be al?proximately 17 years of age when they will be felled for 
the project. The wood obtained from these plantations would suffice for 
the production of mechanical pulp for the first 10 years after the com
missioning of the mill. There after the wood will be available from 
coppice crops of 10 years of age. The Kerala Government is taking 
necessary action to raise in the next two years an additional plantation of 
about 6,000 hectares of Eucalyptus grandis. With this additional planta
tion area becoming available for harvesting aiter the 10th year there may 
be no necessity for using Eucalyptus hybrid in the Kerala Newsprint pro
ject. Besides, the tests arranged by the Foreign Consultants Sandwell and 

• carried out by Defibrator, Sweden have confirmed that a mixture of 7S 
pel" cent Eucalyptus grandis and 2S per cent Eucalyptus hybrid will give 
the desired quality pulp. 

{Ministry of Industry (Department of Industrial Development) O.M. No. 
10-21/76-Paper, dated 18-10-76.] 

Fw1her Information eaUed fOr by the Committee 

When did the fungus investigation cell of Kerala State Forest Depan
ment .talt functioning? 

[L.S.S. O.M. No: 22-PU/76 dated 30-12-1977]. 



The Fungus Investigation Unit staned functioning with effect from the 
3rd September, 1976 at the site and is being fully financed by the Depart
Dl£nt of Science and Technology Government of India. However, the 
work on the project was initiated at the Forest Researoh Institute and 
Colleges Dehradun, even before the Fungus Investigation Unit startCl1 
functioning. 

(Deptt. of Industrial Development O.M. No. 10(21)/76-Paper dated 
15th February, 1978]. 

During the course of examination of the Nepa Mills in 1973, 
tlle Secretary of the Ministry of Industrial Development had informed the 
Committee that besides expanding the capacity of Nepa Mills. a project 
was coming up in Kera'a under HPC which would be completed by the 
end of 1976 and it would produce 70,000 tonnes of newsprint and 10,000 
tonues of magazine paper based on eucalyptus. 

T he Committee are now informed by the Corporation as well as 
the Ministry that the date indicated towanls the end of 1973 for the 
commissioning of the Kerala Project was not realistic, as raw materials 
bad not been tied up, only a small parcel of land had been acquired, 
foreign exchange had not been provided, settlement with State Government 
Tegarding infrastructural facilities had not been made and even quotations 
for equipment had not been received. The PIB clearance for capital cost 
bad not been obtained. The Ministry stated that even if the above prob
lema had not intervened, tbe project could not have been completed 
by the end of 1976 since it would have taken 3 to 3i years from the date 
of ftnal clearance of the project. 

nle Committee are also informed that: 

(a) Agreement with the State Government on the assistance re
quired including allotment on long term basis of forest areas 
was signed only on 7th October, 1974; 

(b) The major portion of the land had been taken over by HPC 
only by the middle of 1975 for the site preparation opera
tions; 

(c) Arrangement for foreign exchange was made only in the 
month of AUIUSl, 1974; 

(d) In February, 1974. Simons formally backed out of collabora
tion with NlDC and HPC had to cancel its consultancy 
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arrangement with NIDC and ·had to make alternative arrange
ment for foreign collaboration; 

(e) Orders for major plant and machinery are yet to be placed. 

The Committee are sur:prised as to how without taking these important 
factonl into account the date for commissioning could have been given out
as 19'1'6. 

These Committees are informed that a number of preliminary 
items of work had been completed and the project is now expected to be· 
commissioned by 1978. The Committee also note that the Corporation 
has entered into an agreement with the Kerala Government on 7th October, 
1974 for sustained supply of raw materials to the project from 1977-78: 
According to the agreement if the Corporation doe:; not place orders for 
major plants by the end of March, 1977 or does not complete before
the end of December 1978, all the factory and other buildings essential 
for production, the Government of Kerala would be entitled to review 
the reservation of plantations from where the Corporation has to take 
raw materials for its Kerala Project. According to the agreement wi:h 
MIs. Sandwell, the work is to be completed by the 31st December, 19i8 
at the latest. 

The Committee need hardly stress that it is imperative on the 
part of the Corporation to ensure that the completion of project is not 
delayed more as there is a commitment made with the K;erala Government 
on which the Corporation are dependent for the supply of raw materials. 

The Committee would like the Ministry to keep a close watch over the
progress of the project and render all assistance to the Corporation in 
overcoming constraints, if any, so as to enable the Corporation to adhere 
to the revised schedule. 

(Paras 6.52-6.57) 

Reply of Gowmment 

To monitor tbe progress of the project an updated Bar Chart has beea 
prepared, indicating all major activities and the time taken which will be 
reviewed from time to time during the coune of the project work for th., 
purpose of adherence to the time schedule. 

, [Ministry of Industry (Department of Industrial Developmenr 

O.M. No. 10/21'76-Paper dt. 18-10-761 

Ilec:omme.dadoll (Serial No. 52) 

The Committee note that the project estimates prepared by the Natio-
DaI Industrial Development for the Nowgong and Cacher Projec'~ :n 1971-
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-72 for Rs. 32 crores and 31 crores respectively for an annual capacity of 
50.000 tonnes had first been revised by the Hindustan Paper Corporation 
to Rs. 88 crores of a capacity of 80,000 tonnes and thereafter to Rs. 115 
crorea for an annual capacity of 1 lakh tonnes and submitted to Govern
ment In May, 1976. The increase in cost has been stated to be due to 
not only the increase in capacity but also factors like incorporation of 
latest tcchnolo!Y, provision eX additional machinery and equipment 
and price cscalation. The Committee feel that the initial project itself 
should haVe been based on plants of economic size of 1 lakh tonnes capa
city instead of 50,000 tonnes and revising the estimates from time t~ time 
thus losing more than two to three years in the process. 

The Committee further note that the Corporation has settled the terms 
-of agreement with the State Government for supply Of raw materials and 
in&a.structural facilities for both the projects and the conclusion of the 
agreement were awaiting investment decision of the Government. 

(Paragraphs 7.27 & 7.29) 

Reply 01 Goftl'llllleDt 

It is submitted that there has been no time lost in making periodical 
revisions in the Scope/Capacity of the two projects. These projects 
remained in abeyance because of financial stringency. The projects esti
mates and reports in their final forms for a capacity of 1,00,000 tonnes per 
annum each are now awaiting the final investment decision of the Govern
ment. 

"[Ministry of Industry (Deptt. ~ Industrial Development) O.M. No. 10-26/ 
76--Paper, dt. 18-10-76] 

RecomJllellUlioll (Serial No. 53) 

The Committee are informed that the Ministry are aware of the 
implications of the delay in givins final clearance of the projects but 
compulsions and prioritiCi of other sectors and the limitation of resources 
ha\'e so far stood in the way of clearance of these two projects. 

The Committee find that in reply to a Starred Queation No. 219 in 
the Rajya Sabha on the 18th March, 1976, the Minister of Industry and 
Civil Supplies has stated that final investment decision in regard to these 
projects espeCially "in respect Of their timings" is yet to be taken owing 
to the size of the investment funds required and the constraint of financial 
resourcea for which there are competing demands. A provision of Rs_ 5 
crores has been included in the Annual Plan for 197&-77_ It has also 
been stated that the possibility of obtaining assistance from abroad is also 
in view. The Committee note that both the projects arc situated in back-
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ward regions and are for the manufacture of whi:e printing paper where 
against an estimated demand of 7.5 lakhs tonnes by 1978-79 the present 
availability is only of the order of 4 lakhs tonnes. The Committee feel 
that keeping in view the policy of development of backward areas and the 
i3P between the demand and availability of the white printing paper in 
the country, the Government should take an early investment decision in 
regard to these paper plants. The Committee need hardly point out that 
any further delay may result not only in the escalation of costs but may 
create difficulties in the conclusion of firm agreements with the State Gov
ernment for assured supplies of raw materials for the mill~ at agreed rates. 

(Paragraph 7.30) 

Reply 0( dae GovemJDeDt 

The Public Investment Board has since given conditional clearance to 
the proposals relating to the Nowgong and Cachar paper Projects and the 
final investment decision is expected to be taken shortly. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No.10-21/76-Paper, dated 16-11-76] 

FurdIer IDIonaatiOD called for by tbe COlllJllittee 

Have the project e9timates for a capacity of 1.00,000 tonnes per an
num received the final investment decision of the Government? If so, 
please indicate latest progress of work in this regard. 

Has final investment decision been taken in regard to the Nowgong and 
eachar Project? If so, what are the reasons for delay? 

(L.S.S. No. 22-PU/76 dated 30-12-1977) 

The Government have approved setting up two integrated pulp and 
paper mills in the State of Assam--one at Nowgong and the other at Cachar 
with a capacity of 1,00,000 tonnes per annum each with the proviso that 
implementation of the Cachar Project should not be undertaken until a 
year after the first Project. During this year no expenditure should be 
incurred on the Cachar project except for some preliminary preparatory 
cxpendit1ue. The GovernmeQ.t also decided that both the .projects shoulcl 
be based on the continuous digester system. 
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!be Government bave also approved estimal4 as below and conveyed 
t.heir decision on 15th March 1977: 

(All fiIuns in a.. lMM.) 
- -------------,N"'7fR=!=qPtojecL CiCh .. -ProjecZ.....,.......,.t-.-

I. Land !l5'(lO U'(lO 

... CiviIWor .... 902' 50 936' 50 ,. P1aut.t Machinery. 8"a.· 70 87!14' 70 .. Pro;ecti ... c..1. lIono 1107' !IO 

5· Initial Spara. !I08'oo 208'00 

6. TOWDIbip 496'60 496'60 
7· Margin DWn~ ror world .. capital. !I05' 00 !I05'oo 

TOTAL 114lI5' !IO 11400'00 

The PfOll'eII achieved up-to date in respect of these two projects is 
Jiven below: 

c.char Projea 

About 760.."... of J.nd of Badarpur 
Tea £ala..,.... been purc:haI<d 
&om a private party with the 1IIIist-
uce ofGovt. 01 AIIiIm. Tbe J.nd hal 
been Ia"", ...--;on pl. 

•. T""""aphlcaliurvey. preliminu-y toil in_iption and toil 1IOII.i .. have beeDI 
COIIlJ>kIeCl. 

,. Iboic mcin«ri", work hao been COIIlpIeIeCI and .... ceptural layout pIMI drawn up. 

4. Neuooary ~I ror ~t or raw materi'" and other iDfrastruetural 
racilit;" have been compl,,\ftI and an ............ 1 to th;' cIFect had been oiped 
with the Slate Govtmment ... !IOthJu/y 1977. 

,. All the req"ioil. m<"IcorolotrieaJ clala have been collected. 

6. North-EMt Frontier RaiIWIIY have condlJCled preliminary ourvey for apamion 
of railway linea for lidi .. r..,i1itin.. 

7. A .iI. oIIioe at Jaai RoM hao been 1'boat&h DO oIIioe .... yet been _ioaed al 
rllDCtioa.i", 10 c:o-<II'dinate daily the pro.joct ollie •• project o6ce ;. aln:ady 
aclivitia. rllDCIJOGI"tI &om SilcMr Town to c:o-«cli-

nale all_viti ... 
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II. ActioD with regard 10 WAter and Aetionwithn>p.rd towat .... ndp'w .... upply 
p~ lupply at the lite hat b,... at th,"ite ha. b,en initiated. 
lIlitialed .Dd bim for J>'lWer lupply 
cq OJi,Pft!'Dt and erection have been 
received. 

12. Orders have alre&dy b:m placed for the following loo! dolivery item. of equipment. 

Value Value. 
(RI.laa) (RI. Iaca) 

Power Boilers. 3 ·595'97 Power Boil ..... 3 393"97 

Rec. Boi .... 337'6$ Roe. Boiler. 337"63 

TO Sela. II 4'9' 7ll TG Sets. 2 4 19·7· 

PIIper Mad>ioe • IIRI··7 hper Madlioe '&'0+ 

P."... Machiae Ii ... pr<BI. g66'Q2 P."... witb Ii.., .,..... 909'gB ---TOTAL 11940"63 .885'36 

IS. Offen for other I .... ddiY'Cl"f equipment such AI evaparato ... , d1ptr:n. ~tlc 
c:hInriDe plant, etc. have been reeetved and the lUDe are uader J>I"OC'* at eval .. 
lion aDd negotiation. 

14. HPC would _ its own c:xperties fur iJDP.Iementatioo at the projects. However, the 
services at Ollllide oo, .... ltants will be aVAlled or fot C&rryi"l out ct:t£iled engi"""ri .. , 
...... " far which tend .... arc under preparation. 

{Ministry of Industry (Department of Industrial Development) O.M. No. 
10(21 )/76-Paper dated 15-2-1978) 

1tecoIu' ...... (S. No. 57) 

The Committee are informed that the Corporation intends to sct up 
R&D wings at all plants. The Committee feel that the R&D units should 
besides taling steps for assimilation of the foreign lechnology and transfer 
of technology to the new units to be set uP. should aIm be closely associa
tcd with the work of w~ting measures for increasin~ utihsal'on of 
eapaci:y. effecting reduclion io cost, improving efticiepcy and elJeeling 
economies. The Committee would like thai a review of t~e activities ot 

.the R&D spelling out in specific terms its achievements and thc expendi
ture incurred thereon should be suitably included in the Annual Report 
oC the Corporation. 

(Paragraph 8.28) 

Replyal~ 

At the moment-HPC-has only one runnln, miD and no R&D win. 
ha.' been set up. With the increase in the number of its mills, the Corro
ration would Slart its research and development activities. Soon after the 
research and development work starll, a review of R&D work would be 
included in the Annual Repon of the Corporation. 

(Ministry of IDdUIIry (1)epartmeat of ltIdustrlal Devdopaaeat) O.M. No. 
10-21/16-Paper( cit. 18-10-76) 
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.... _ «d. (8. Ne. 51) 

The Committee JJ(Q that the HiDdustaD Paper Corporatioo i5 at pr~ 
II1lt copged in the implementation of the following projects : 

1. Kerala Newaprint Project. 

2. Cachar Pulp and Paper Project. 

J. Nowgong Pulp and Paper Project. 

In addition, the Corporation bas two subsidiary companies, viz.. Nagaland 
Pulp and Paper Company and the Mandya National Paper Mills Limited. 

Mandya Nalional Paper Mills is tbe only running unit and the oiher 
projects are stUl.at the various stages of implementation/construction. The 
Committee have given their comments in regard to these projects in the 
retevallt chapters of the Report. 

The Committee would, however, like that the Ministry/Corporation 
abould critically examine the economics of projects particularly those 
whiCh are SliD in the planning stage and satisfy those which are s:ill in 
the planning stage and satisfy themselves about their viability. The 
Committee would also like the Ministry/Corporation to keep a strict watch 
on the capital cost of the various paper projects which are under way, 
complete the projects expeditiously and commission them w:thout delay. 

(Paragraphs 9.8 and 9.9) 

The Corporation is keeping a strict watch on the capital cost of the 
Paper Projects and also ensuring that these Projects an commissioned as 
npeditlously as possible. For this purpose. Project Coordinators have 
been and are being appointed in the Head Office of the Corporation to 
monitor the implementa'ion of these Projects as per the PERT CHART. 
The Ministry has also prescribed certain norms and monitor t!le physical 
and monetary progress of these projects and accordincly. a continuous 
review is beirag done and corsective actions are being taken to ensure the 
tfmely commiaionin, 0( these projects. As reprds the projects in the 
plan nina stage., the various aaencies of the Government would go into the 
question of their viability before takin, investment decisioa in reprd to 
these projects. 

[MDatry 0( ladaatry (Department 0( lDdultri81 Dnelopmelltl' 
O.M. No. 1(}"21/76-Paper. dated 18th October, 1976J 
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Recol_ ' 'N (s. No. 59) 

The Committee would also like that the Corporation should introduce 
• scieDti1ic system of costing in aU its projects so that analysis of the cost 
of production of paper may be made on correct lines and economies 
effected wherever necessary. 

(Paragraph 9.10) 

Reply 01 Goftnl ..... 

The introduction of scientific system of cost for all the projects has 
been under active consideration of the Corporation. A qualified Cost 
Manager has already joined the Corporation and few Cost Accountants 
have also been appointed for the different projects. A detailed cost manual is 
under preparation ,to ensure that cost of productiot\ is prepared on the 
most modem and scientific lines and the document thus becoming avail
able will be used by the management as an instrument for bringing about 
ecooomies and improving tbe overall efficiency. 

[M"mislry of Industry (Department of Industrial Development) O.M. 
No. IO-21/76-Paper, dated 18-1O-76J 

FardNr bdoraaItioII CIIIIed for by tile COIIHBlttee 

Has the detailed cost manual been prepared? If no, please state the rea
sons for delay. 

(L.S.S. O.M. No. 22-UP/76 dated 30-12-1977} 

Fm1IIer reply of Government 

As per the Cost Accounting Records (Paper) Rules, 1975 issued by 
Government (Department of Company Allain), the maintenance of cost 
records has been made mandatory for the Paper Mills. As these Rulea 
are quite comprehensive the same have been adopted by the HinduslBn 
Pa~ Corporation as the Cost Manual for the operation of the Mill. 

[Ministry of Industry (Departm~t of Industrial Development) 
O.M. No. 10(21 )/7~Paper, dated 15-2-19781 

1leo1_' , .... (S. No. dOt 
1be Committee also recommend that the COrp.:mltion should right 

from the beginning ensure that there is no over-stAfting in any project and' 
the ovethcads are kept to the minimWII. 

As the wages in the Public Sector paper plants are generally high. 
there should be a built-in accent on pnld--uctmty in the wage structure from 
tie very iaception to I1IMerve the larFr public inmrest. 

(Pa~ph 9.JI) 



HindUItaD Paper Corporation bas prepared organisational chaJts for 
..aJl the departmeots and these have beeu approved by the Board. Sial 
.recruitment is done in a phased maDDer coDSisteot with the requiremeDts. 
:Similar action is being takeD for Projects. Strict control is exercised at the 
time of placemeot of stall to avoid any over-staffing. The Corporation is 
effectively exercising financial control to keep the overheads to the miui-
.mum. 

The pay acalea adopted by the HPC are the same as laid down for 
public sector enterprises. The suggestion of the Committee that the wage 
.structure of the plaots should have built in accent on productivity hu been 
.Doted. 

[Mmistry of Industry (Department of Industrial Development) 
O.M. No. 10-21/76-Paper, dated 18-10-76] 

Reco~ (S. No. 61) 

Paper is highly capitalised Industrv. It is therefore necessary that 
~trict financial control is exercised from the very inception. Care should 
be taken to see that the establishment and other overhead charges are kept 
within the norms which should be prescribed in this behalf. The Corpora

"tion should also introduce the system of management accountancy to assist 
the Management and the Board to take right decisions. 

(Paragraph 9.12) 

Reply of eo._meat 
The Corporation has ~~n exercising a strict financial control on its 

affairs. For the purpose, Project eatimates have been drawn and Annual 
Bud~ets are prepared to control the Actual expenditure on the various Pr0-
jects. All-out efforts are made to ensure that the expenditure does not 
cxceOO the provisions made in the Project Estimates. Accounting and 
'Costing Manuals are being dr.lwn and a System of Management Informa
tion has already been introduced as suggested by the Ministry. Accordingly, 
lhe progress ot expenditure as wen as the progress of work are being 
watched and reported to the higher management as well as to the Ministry. 
~ far as the Establishment expenses and other overhead expe~ are 
concerned. Organisation Charl~ have been drawn and recruitments are 
made according to the phased progress of work. 

(Ministry of Industry (Department of Industrial Development) 
O.M. No. 10-21176-Paper, dated 18- I 0-76] 

Reco-.m ..... (S. No. 62) 

The Committee would like the Government representatives (JIl 

"the Board to pay attention to the aforementioned aspec5 more particularly 
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to .ne necessity of ensuring that die expeaditoae on the projects UDder 
impkvnenhttion does DOt pt 80 iDflated as to militate apiDat the Yiability 
Oltbepoject. 

The Committee would like IDe admiaistrativo Ministry also to pay 
special attention to the functionin& of the Cocporation iDcludina rccruitmcnt 
of staff to see that there is DO over-staffing at any sta&e. as Jacac funds are 
being expended through it to develop large scale paper manufacturiD& 
.w:. in the public sector. 

(Paragraphs 9.13 " 9.14) 

The recomrnendation of the Committee that Government repreaenta
tives 011 the Board should pay attention to the neoessity ot maintaiDiDa 
strict fiaaDciaI control and tate care that establishment and other over
head cbarges are kept within the norms has been noted. The Government 
Directon include the FiMllllial Adviser of .. MiaiItry and they are parti
cularly conscious of the need to ensure that the expenditure on the projects 
of the corporation does not get inflated. The Corporation would be sub
mitting regular returns to tbe Board indicating the progress of the projoctI 
in hand paying particular attention to financial aspects. The Administrative 
Ministry would aha pay special attention to the functioning of the C0rpora-
tion and the progress of the implementation of the projects being under
taken. The observations of the Committee regarding over-staffing will also 
be kept in view. 

[Ministry of Industry (Department of Industrial Development) 
o.M. No. 10-21/76-Paper, dated 16-11-76] 

Reco= ' 1M (S. No. 63) 

'Ole Committee regret to note that so far neither a detaiJed accounting 
manual note a system of internal audit has been introduced in the C0rpo
ration. The Committee need hardly emphasise the importance of the in-
ternal 31ddit as an aid to management which besides discovering inegularities 
if any, coacurrently has the added advantage of bringing to the notice of 
the management the weak areas and help them to streamline financial 
procedures cutting out waste etc. The Committee would therefore lUF 
tbat the Corporation may immediately set up a compact internal audit ceU 
with qualified personnel. The important points noticed by internal audit 
may he brought to the notice ot top management and a report of the points 
together witb action taken thereon may be placed before the Board of 
Directon from time to time. 

(paragrapb 9.IS) 

477(\ I.S-S 
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....,. 01 Gee. .. 
The Corporation baa already set up an Internal Audit Cell. The Chief 

lntenIal Auditor joined the Corporation in February, 1976 (reaiped 
w.e.f. 2200 June, 1976). Subsequently, two Internal Auditors have also 
joined the Corporatioa in May, 1976. The Chief Intcma1 Auditor ~y 
reports to the Chairman-cum-Managing Director. A manual of Internal 
Audit is also under preparation and is likely to be ready soon. 

[Ministry of Industry (Department of Industrial Development) O.M. No. 
10-21/76-Paper, dated 18-10-76] 

Has the manual of Internal Audit been prepared? H so, please furnish a 
copy thereof. 

(L.S.S. O.M. No. 22-PU/16 dated 30-12-1977) 

hI6Ir .'IIIJ aI Geew __ 

The Internal Audit Manual of the Hindustan Paper Corporation Ltd., 
has been brought out in October, 1976 and a copy of the same is enclosed. 

[Ministry of Industry (Department of Industrial Development) O.M. No. 
10(21)/16-Paper, dated IS-2-1978] 



CIIAPTER DI 

R.ECOMMENDATIONS WffiCH THE COMMITIEE DO NOT DESIRE 
TO PURSUE IN VIEW OF GOVERNMENT'S REPLY 

~ (SedaI No.2) 

1.19. The Committee note that the Hindustan Paper CorporatiOil was 
asked by the Government of India to examine the question o'f taking over 
of the Thakur Paper Mills, Samastipur, which remained closed for two-
three years. The Corporation's engineers visited the idill and studied in 
detail the condition of the plant, machinery and equipment as also the pros
pects of rehabilitating the unit and found that the plant was technically good 
and could be revived. The Corporation was of the view that the Mill 
could be taken over provided dependable arrangements for supply of sabai 
grass are made with the State Government and the Mill could be taken over 
under the I.D.R. Act. The Committee, however, find that a decision was 
taken by the Government df India in July, 1974 that it was for the Gov
ernment of Bihar and IF.C. to decide on the future course of action of the 
Mill. The Committee find that the State Government ultimately decided 
to hand over the Mill to a private party. 

1.20. The Committee feel that it is an interesting situation where the 
State Government was interested in handing over an undertaking in which 
it had a majority investment of over Rs. 24 lakhs out of total paid-Up capital 
of Rs. 39 lakhs and which was tedmically sound and could be revived to 
a private party instead of the HPC a Public Undertaking especially when 
HPC was of the view that it could be taken over. The Committee recom
mend that the reasons why the Central Government could not take over 
the MiD or persuade the State Government to take over the Mill under the 
Industries (Development and Regulation) Act should be gone into and the 
Committee apprised of the results. 

(paragrapbs 1.19-1.20) 

Reply 01 Goftnaaeat 

The ThaIcur Paper Mill~ are lving closed since 1965. The company 
had accumulated liabilities of about Rs. 51 lakhs to the Industrial Finance 
Corporation and the Bihar State Financial Corpnralion. There were all10 
other unsecured sundrY debts amountine: to Rs. 29 lakh~ (approx.). The 
IF(' and B'WC had obtaineti dpcree from the CiVIl Court "t DarbhanlUl 
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and the mill was pending for auction sale by the court. The State Govern
ment were anxious that this factory should not be allowed to be auctioned 
but reopened and they had moved petitions for adjourning the date of 
auction and simultaneously entered into negotiations for rehabilitation of the 
mill. The State Government also approached the Central Government 
with a proposal that the factory may be taken over under the provision 01 
the Industries (Development and Regulation) Act, 1951 and its rehabilita
tion entrusted to the Hindustan Paper Corporation. The HPC were accord
ingly requested to examine the possibilities of reviving the mill. It was 
reported by tJhe HPC that various repairs would have to be undertaken and 
it would also be necessary to undertake an overhaul of the paper machines 
and other parts of the mill which had been lying closed for several years. 
It was estimated that a total expenditure of Rs. 30 lakhs would be involved 
initially for restarting the mill. Further as the mill did not have any 
ohemical recOvery section, chemical costs would be high and there would be 
a problem of disposal of black liquor. The HPC however stated that they 
would have no objection to restart the mill without making any immediate 
arrangement for chemical recovery provided that suitable arrangements for 
supply of raw material on a sustained basis could be made, the production 
would be in the grade Of fine writing papers falling in the range of speciali
ties and the State Government would not have any objection to the disposal 
of the effluents into a nearby river. Further, financial institutions would 
have to be persuaded to forego interest on their loans for a period of six 
months after the mill was taken over by the HPC. They would also have 
to agree to a new schedule of repayment of the principal amount with 
interest thereafter. 

While these matters were under consideration, the petition of the State 
Government in the Patna High Coortregarding thc transfer of the con
trolling group of shares was rejected by the High Court. The State Govern
ment were anxious to ensure that the mill would not be auctioned. Tn 
view of the judgement of the Palna High Court. they feIt that the new direc
tors of the company may be allowed to run the mill as the State Gevem
ment was anxious for its rehabilitation. The new directors of the company 
had also obtained permission of the creditors namely the JFC and BSFC 
for running the mill after getting their dues rescheduled. 

As the question of take over the mill by HPC had been initially consi
dered only at the request of the Government of Bihar, the Government of 
India took note of the judgment of the Hi!!:h Court and the decision of the 
State Government to consider having the mill restarted by the new directors. 
It was accordinll!lv felt that there was no point of takin!!: over the manali!:C
ment of the mill under the TOR Act for a temoorarv Period and then 
handinlt over the mill back to the orivate Darty after makin!!: a lot of invest
ment. Tt was therefore for the C'.overnment of Rih~r and the IFf' to decide 
till the future course of action to rehabilitate the mill. It may :lho be added 
that the mill was comparativelv very small and the studv by the HPC had 
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revealed that the condition of the mill was not very satisfactory and sub-
6tantial financial inputs were required lor its rehabilitation. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1O-21/76-Paper, dated 18-10-761 

Recom ........ oa (Serial No. 16) 

3.34. The Committee note that bagasse is being used by paper industry 
for the production of ordinary varieties of writing and printing paper not 
needing strength characteristics but large scale utilisation of bagasse is pos
sible only if its availability is assured on a long term basis to the paper 
industry. The Committee are informed that since bagasse is at present 
being used as fuel by sugar mills for their boilers, n~ sugar mill is willin, 
to part with bagasse except on the condition that their boilers should be 
replaced by coal-fired boilers by the paper industry which should also accept 
the responsibility of supplying coal. It has been suggested by the Corpora
tion that in order to popularise the use of bagasse for the production of 
writing and printing paper, Government should make it obligatory on all the 
new sugar mills to have coal-fired boilers and to make all the bagasse 
available with them to the paper industry for making paper. The Com
mittee feel that in view of the considerable unprovement in the position of 
coal, Government should consider the feasibility of making it a condition for 
the new sugar mills to be licensed to have only coal-fired boilers and to 
release the bagasse for use by the paper industry. The Government should 
also consider ways and means of introducing coal-fired boilers in place of 
the existing (bagasse-fired) boilers in the sugar mills. (Paragraph 3.34) 

Reply 0( GovenuaeDt 

The question of switching over from bagasse to coal in the sugar fac
tories in India, was examined by the Directorate of Sugar and Vanaspati in 
colJsuitation with some experts in the industry. To replace bagasse by coal 
in the existing sugar factory boilers, the factories would have to instal 
conversion equipment for each boiler which is estimated to cost about Rs. 
10 lakhs per boiler. Most of the sugar factories which are reported to be 
financially weak, would not be in a position to afford this huge expenditure 
as they have five to six boilers which would mean about Rs. 50 to Rs. 60 
1akhs expenditure. Due to limited space available in the existing factories 
between boiler to boiler and the limited combustion space provided in these 
boilers, it is also difficult in many cases to switch over from bagasse to 
coal firing. The convenion equipment is also not available readily. Further 
it is also necessary that sugar factories are assured of regular supplies of 
Gr. I steam coal at reasonable price and they have storage yard and capital 
for storing coal required for about three months. 



The Development CoUDCil for Paper, Pulp and Allied Industries also 
considered the question of inducing the sugar factories to spare bagasse for 
the manufacture of paper and a Sub-committee was asked to examine the 
availability of bapsse for the manufacture of paper. The Committee made 
various recommendations regarding installation of coal-fired boilers and 
agreemcots to be entered into between the paper mills and sugar factories 
regarding 1Ihe price of ,bagasse and installat.k>n of additional equipment at 
the expense of paper factories. The main thrust of these recommendations 
was that this matter is to be sorted out by the sugar and paper industry 
through mutual agreement. 

As regards the question of making it a condition for new sugar mills 
to be licensed to have only coal-fired boilers and release the bagasse for 
use by the paper industry, it is being examined in consultation with the 
concerned authorities and the final decision of the Government will be 
communicated subsequently. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1O-21/76-Paper, dated 18-10-761 

RecoDIIIleIIdadon (Serial No. 18) 

The Committee are informed that one of the reasons for under-utilisa
tion of capacity was power shortage/cuts which ranged between 10 per cent 
and 60 per cent during 1974-75. The mills depend for their power supply 
on the Kamataka State grid. In view of the fact that power situation is 
now comfortable in the Southern region as stated by the Deputy Minister 
of Energy in answer to Lok Sabha Unstarred Question No. 1330, dated the 
28th January, 1976, the Committee feel that it should not be difficult for 
the Government/Corporation to take up successfully the question of power 
supply with the State authorities and enter into firm commitments with them 
in regard to power supply to the mills. 

The Committee are also informed that in general, the policy of the 
Hindustan Paper Corporation is to generate its own power in its captive 
power plants and it has plans to instal. turbo generator set for its own 
power gcneratioo in the Mandya Mills. The Committee would like that the 
Ministry of Industry and Ovil Supplies/C~ation should, in consultation 
with the Ministry of Power, critically examine the need and economics of 
the proposed captive power plant for Mandya National Paper Mill in the 
context c:A. 1be comfortable power positioo in the Karnataka State and take 
a final. decisioo in the matter in the longer interest of economic and 
efficient working of the mill. 

(paragraph 4.28 to 4.29) 



It .is IcanIt from HPC that the power position in the State of Kamataka 
is not comforta,ble even at present. A 40 per cent power cut valid till mid 
1977 has been imposed recently and the matter is being discussed by the 
HPC with the State Government authorities. As regards installation of 
turbo generator set for its own power generation, it is not considered to 
be ecooomical with the existing production of the mill. Insallation of a 
turbo generator act is envisaged as a part of the total proposal of expansion 
of the m.ills. The economics of the proposed caPtive power plant is being 
aumined in detail in consultation with the scrutinising agencies in connec
tion with the tina! expansion proposal of Mandya Mills. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. IQ-21/76-Paper, dated 18-10-76] 

4.79. The Committee note that the cost per tonne of paper produt:ed by 
Mandya Mill has gone up from Rs. 2926 per tonne in 1973-74 (9 months) 
to Rs. 3748 per tonne in 1974-75. The increase in COBt js stated to be due 
to increaac in prices of raw material, rise in dearness alowance of the staff 
and worken, increased maintenance expenditure and higher administrative 
expe11SC8 due to general rise in prices. The Committee, however, find that 
the cost of production includes an element of selling and distribution ex
penses. They are unable to appreciate the rationale of allocating selling 
IIIId distributi.oG expeDSeS to cost of production as such expenses do not 
constituto even .indirect overheads on production. They would recommend 
that the Bureau of Public tEnterprises should issue standing guidelines as 
regards the items which should be taken into account while calculating tho 
cost of productiClD. , i 

'!bey are informed that certa.in steps like increased use of bagasse and 
loading (fllen), provision of balancing equipments, have been taken to 
reduce the cost of production. While the cost of productlon during 1975-76 
was estimated at Rs. 3636 per tonne, the actual COit during the first five 
months of the year was only Rs. 3606. The Committee expect that with 
the step. now taken and provjsion of balancing equipment and keeping 
strict and eftective control on overheads, it should be possible to utilise the 
full c:apacity in the mill and reduce cost of production. The Committee 
also recommend that the Corporation should review the norms so far 
oIJtaiem, .. 6c various eiemeots of production and revise them suitably 
OIl the baIJ, Q( improvements in techniques ud with reference to addition 
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of balancing equipment and work: out standard cost of production for pur
poees of cost controls. The Committee recommend that the cost data and 
aaalysis of the vari8D4:CS trom thestaDdards together with a report Gn reme
dial JUaSurcs taken sbouJd be placed as a regular item on the lIFDdas for 
tile Board's mcetin& 60 as to enable the Board to review all aspects of the 
matter from time to time. (Paragraph 4.79;) 

GoveI'lllMllf reply &0 recoauaeadatio. NQ. l5 (P .. 4.79) 

It is not possible to lay down the items which should be taken into 
coasideration in determining the cost of production of items, as such items 
would depend upon not CDly the techniques 01 an accounting ,but also
methods of manufacture, which vary widely in 160 public enterprises exist
ina at the time being based on the recommendations contained in the 15th 
Report of Commlttee on Public Undertakings (3rd Lok Sabha) all the 
public enterprises have been already requested to develop an integrated 
system of cost and financial accounts as well as lay down standard costs for 
the purpose of comparison with actuals. andtbrowing ¥ariations in initiating 
necessary remedial measures vid~ O.M. No. 46-Adv (F) /BPF /68/12 dated 
12-9-1968. (Copy enciOlled Appendix V). 

The items to be included in the standard cost of production as expfained 
earlier, will naturally vary between enterprises depending upon the method 
do manufacture etc. and the companies are most competsnt to determine 
such items themaelvea. 

The necessity for preparation of regular periodical cost data for prompt 
lu.bmission to the Board of Directors has also been highlighted in O.M. No. 
2(43)/66-F dated 5-9-1966 (Copy enclosed Appendix-VI). 

[Ministry of Finance (BPE) D.O. No. 9(31 )/76-BPE (GM.I) dated 27th 
Oct., 1976 and Ministry of Ind. Dev. O.M. No. 10-21/76-

Paper dated 28-1-1977]. 

F1DtIter IafomIatioa CIIIIe4 for by tile C--uuee 

The Committee had obeerved that they were uuable to appreciate the 
ratiaIlal of alloc:ating selling and distribution expenses to cost of production, 
aa such expenses did not constitute even indirect overhead on production. 
Tho Committee recommended that standing 'guidelines be issued by B.P .E. 
with regard to the items which should be taken into account while calcu
latina the coSt of productiOlL 

Please intimate the specific instructions that have been issued by Gov
eJIIIDCII.t in regard to the inclusions 0{ selling and distri,bution expen~es to 
the COlt of Production. ' 

[L.S.S. O.M. No. 22-PU/76, cli. 15-2-77]. 
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FwtIIer ftpIy of Goftl'lllllellt 

We agree wjth the observation that selling and distribution expenses 
should not be included in the cost of production but these should definitely 
be included in cost of sales or total cost. It has been earlier pointed out 
that BPE (Bureau of fublic Enterprises) has not issued any instruction with 
regard to the items which should be included in cost of production. Con
sidering that the items of cost varies with type and nmge of products, 
manufacturing method and system of accounting in about 160 Public Sector 
Enterprises, it is not possible to furnish an exhaustive list of items to be 
inclu.ded in cost of production for all these undertakings and as such all 
Public Sector Enterprises were advised to develop their own cost and 
management accounting systems vide O.M. Nos. 

7{(8)-CL/59/S 

• (2)-CL/IV/6. 

'9/2 ./63-IGC 

431Mv.(F)/BPE/68/.2 

46/Adv.(F)/BPE/63/'5 

431Adv.(F)/BPEJ68/4 

Dated '3-5-'959 by the Department of Company La",. 

Dated 1I-3-1g61 Do. 

Dated 10-((>-1963 Do. 

Dated '2-9-1g68 by the Bureau of Public Enterpri ... 

Dated '2-9-1968 by BPE on preparation of manual •. 

Dated .2-9-1968 by BPE etc. 

In this connection it may be worthwhile to quote a chart of cost iterna 
as given in page 5 of the cost control Handbook by Mr. R. M. S. Wilson 
with a foreword by Shri Denys E. Edmonds, President of the Institute of 
Cost and Management Accountants (1974-75) as stated below: 

Direct material 
Direct labour 
Din:ct expe!lICI 

J Prime Coot Works > Coot. 
J 

R I< D expe!lICI. 
{

Manufacturing expe!lICI 

indirect Dilltribution etpenoes 
Marketing expe!lICI 
AdminiIItraUon 

Netpr~ 

Coot of Sales Selling Price 
Sales or Total 

Coot. 

In determining the selling price, it is the total cost need be considered 
including seUing and distribution expenses and it is l'Illy in this context that 
MaDdya National Paper Mills Ud. had furnished the statement mentioned 
ill para 4.67 df the 85th Report of the Committee on Public UndertakiJa&s 
(5th Lot Sabha) where also Mandya National Paper Mills Ud. had termed 
it oorrecdy as total cost. 

[DepartmCllt of Industrial DevelopmetU O.M. No. 10-21/76-Paper 
dl. 23-3-77] 



RICCI d~ (SedIIl No. 30, hi .. it 4.37'" 4.38) 

1110 Committee note that stock verifications done during the 1"" 
1973-74 aDd 1974-75 indicated shortage of coal to the extent of 800 toIIDCI 
(of the value of Rs. U)'i lakhs) and 987 tonnes (of the value of Rs. l.5S 
lUhs) respectively. The Corporation stated that the consignments were 
received correctly at tht; Railway siding, but, since there was no wci&h
brid&c at the siding of the mill, correct receipt of. the coal was ensured 
through visual .inspection only. The diftercnce between the coal received 
and the coal used by the mills added to the coal left in stocks might in the 
opinion of the Corporation, also be due to the handling of the coal within 
the milla and inability 0{ the workers to keep exact record of conaumptiOil 
due to the very nature of operations. The Committee are informed that 
the shortage of coal in the Mandya Mill were of the order of 7.S per cent 
in 1973-74 and 6.8 per cent in 1974-75 which are considered "normal" by 
the Corporation in comparison with West Coast Mills (where shortage is 
stated to be of the order of 18-19 per cent) and Bhadravati Mills (where it 
is stated to be 5 per cent) the latter having their own weighbridge. 

The Committee feel that in the absence of weigh-bridge at the siding 
ef the Mandya Mills and also of a suitable device for measuring issues and 
utilisation of coal, the possibility of pilferage between the Railway sidin& 
and the Mills premises or within the premises itself cannot be ruled out. 
They are not happy at the complacent attitude adopted by the Management 
towards the heavy shortage of coal from year to year. They would rec0m-
mend that the Government/Corporation should have the shortages investi
gated and take action against those found responsible for the shortages. 
The Committee see no reason why it was DOt found possible to instal weigb
bridge if it could help to control the pilferages. They would also like the 
Corporation to identify the various other loopholes in the handling of coal 
at various stages and take positive measures to plug them without loss of 
time. They would also like to be informed of the action taken in the 
matter. 

(Paragraphs 4.37 and 4.38) 

Replyol~ 

Coal is received at the Mills in open and closed wagons from miDcII at 
Bengal, Bihar and Singarcni. No doubt, Mandya National Paper Mill doea 
not have a weigh-bridge and it cannot be ascertained what amount of coal 
has been roc:eived exactly. MNPM cannot dispute the weights supplied by 
Coal Company, as the wagons Ire weighed by them while loading. 'lbere-
fore when MNPM takes the inventory, they find difference between the 
closing stock and the stock as per the Inventory. This difterence em be 
for the following reasons :-
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<a) possij>le error in the inventory of coal at the siding and at the 
Bufier point where it is not possible to measure exactly the 
volume of coal lying. 

(b) Transit loss during movement of coal. 

1. Every effort is being taken to reduce the error in Inventory 
while assessing the quantity at siding and buffer point. HPC 
have now taken action to find out the volume of coal lyini at 
these places by preparing drawing which will indica~ the 
volume of coal lying at the siding and buffer point 

2. The difference in coal in these two years (for the year 1973-74 
and 1974-75) works out to 7.S per cent and 6.8 per cent res
pectively. When enquiries were made from a few other Mills 
like West Coast Paper Mill, Bhadcavathi Paper Mills, it is 
found that their transit loss/shortage comes to 18-19 per cent 
and 5 per cent respectively. The Mysore Sugar Company to 
whom the Mandya National Paper Mill are supplying coal in 
lieu of bagasse to be supplied by them, have also reported 
shortages varying between 5 and 8 per cent in different years. 
Mysore Sugar Company has a weigh bridge and they are as
certaining the transit losses. Under these circumstances, the 
variance in the inventory and stock amopnting to 7.5 per cent 
and 6.8 per cent seems to be reasonable. Here again, the 
mill has taken care to reduce the transit loss by having its own 
Supervisors at the transhipment point. Inspite of this, as the 
coal is handled at 2 places, there is bound to be a transit loss. 

3. The consumption are based on the number of grabs fed to the 
boiler from the pit. The steam generated is correlated with 
this. However there is a possibility that the consumption 
factors given for accounting are not very accurate. As the 
coal is being unloaded only inside the Mills, i.e. at the buffer 
point/railway siding, the poss:bility of pilferage can safely be 
ruled out. This. loss can only be on account of transit and 
handling loss inside the Mill and possible variation in the 
accounting d consumption. 

The feasibility d. baving a weigh-bridge has been examined in detail 
and OD account of the pos&ibility of changing the existing siding from its 
poaitioo, the matter of installatioo of weigh-bridge for the present has been 
deferred. 

A weigh,bridge will be provided during the laying of new railway sid
ing as per the eJpansion plans. It may also be stated here that the Railways 
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are actively considering tbe conversion of Meter gauge to Broad gauge from 
Bangalore to Mysore and therefore, tbe Railway siding shall have also to 
be COIlVerted. In these circumstances the provision of weigh-bridge bas 
been kept pending. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 10-21176-Paper Dated, 18.10.76] 

Further iIIformatio.a eaBed for by tile Cemmittee 

The Committee had recommended inter alia tbat "the Government/Cor
poration should bave the shortages investigated and take action against 
those found responsible for the shortages." No specific reply to this aspect 
has been furnished. Please intimate the action taken by Government in 
this regard. 

[L.S.S. O.M. No. 22-PU/76 dt. 20-1-1977] 

Fw1IIer nfIIy of Govenuaeat 

As desired by the Committee on Public Undertakings, the General 
Manager of the Mandya National Paper Mills Limited, Belagula, consti
tuted a Committee, consisting of the following members, to investigate the 
ahortage of coal found at the end of financial year 1973-74 and 1974-75. 

1. Chief IEngineer 

2. Manager (Purchase and Stores) 

3. Assistant Accounts Officer (Cost) 

The Committee also associated the Internal Auditor of the Mills in its 
deliberations. The Committee felt that since the entire quantity of coal was 
unloaded within the Mills premises (except 58 M.T. out of 13575 M.T. of 
coal received in 1974-75 there was no possibility of its pilferage, particu
lady in view of the fact that there was an effective system of security check 
in existence for outgoing materials. The Committee also contacted the 
National Coal Development Corporation Limited and the Office of Mem
,ber Audit Board and Ex-officio Director of Commercial Audit, Bangalore, 
to find out the normal shortage in handling of coal. It was informed to 
the Committee that in June, 1968, the NCDC prescribed a tolerance limit 
of 5 per cent for difference between the actual physical stock and the book 
balance of coal. The Committee felt that in the case of Mandya National 
Paper Mills Limited, the loss of 7.5 per cent in 1973-74 and 6.8 per cent 
in 1974-75, which was more than the norm fixed by the NCDC, was 
mainly due to transhipment involved in the transit and the possibility of 
error in correctly estimating the consumption in tbe absence of weigh 
bridge. 
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The Corporation and the Mills fully agree with the recommendailons of 
the Committee of Public Undertakings that a weigh-bridge in the Mills 
should be installed as early as possible. Since, however, the expansion of 
the mills is likely to take place shortly, it is felt that it would be more 
appropriate to provide a weigh-bridge during the expansion when the new 
railway siding is laid. It is also understood from Railways that the metre 
gauge line from BangaIore to Mysore is likely to be converted shortly into 
broad gauge and therefore it would perhaps be more appropriate to wait 
for the present to instal the weigh-bridge. However, till such time the 
weigh bridge is provided, it is decided that the quantity of coal received 
should be assessed on the basis of volume immediately on its receipt in the 
Mills' Premises and the difference betwetn the R/R weight and the receipt 
~o arrived at should be treated as transit loss. It is further decided that 
the consumption of coal and year losses should be ascertained lot-wise and 
only shortage exceeding the norms should be immediately investigllted. 

[Ministry of IndUSliry (Department of Industrial Development 
O.M. No. 10-2lI76-Paper dt. 3.3.77] 

~ellda6on (Serial Nos. 31 " 32) 

The Committee note that though the Mandya Mill invited tenders for 
supply of alum from August, 1973 to July, 1974 and only one firm quoted 
against the tender and another firm sent sample, the contract was settled 
after negotiations with M/s. Solar Chemicals who had not quoted at all. 
The Committee also note that though orders were placed at the negotiated 
rate of Rs. 363 per metric tonne on Mis. Solar Chemicals for supply at 
100 to ]50 metric tonnes per months from August, 1973 to July, 1974 
even before the completion of the stipulated supply upto February 1974; the 
rate was increased to Rs. 450/- per metric tonne in April, 1974. The rate 
was again raised to Rs. 510 in May, 1974-and was further raised to 
Rs. 730/- in August, 1974 every time much before the completion of the 
supply according to the originally agreed rate. The Committee fail to 
understand why the supply order was not got executed and why no action 
was taken against the firm for not completing the suppiy. 

The Committee are informed that the increase Fn rate in April, 1974 was 
allowed after testing the market through limited tender while a subsequent 
increase in May, 1974 was allowed merely on the basi~ of a survey carried 
out by contacting reputed firms. However, the furlher increase to Rs. 730/
per metric tonne was allowed after ascertaining the market trend through 
advertised enquiry. 

The Committee are informed that it was not possible to obtain the 
security deposit from the suppliers particularly at a time when the prices 
were increasing day by day and offers received were higher than those of 
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Solar (b .... al.. The Committee are also infonned that a1thou&b ill the 
absence of ICCIJrity deposit only alternative left was to blact-list the firm 
no actioa .... taken in the interest of the Mill and also because the other 
often were higher than those of the Solar Chemicals. The Committee are 
not conYinc.:d of the reasons adduced by Corporation for deciding the supply 
order in favour of Mis. Solac Olemicals. They would like that the matter 
should be got thoroughly investiga~ed through cal. with a view to dete ..... 
mme bow tar the aettIemalt made with the Solar Chemicals for the supply 
of alum and the illCl'N5e in rates allowed to the firm were justified and wby 
no action was taken against the firm for not completing the supply accord
me to 1Ibe oriJinaIly agreed rate and fix respcmsibUity for the lapse and 
'::ommittee informed. 

The Committee are informed that the Purchase Manager and the 
financial Coatroller of the Min, who was in tbe service of the mill before 
the take over af the Mill by the Corporation were fOund lacking in exercis
ing effective financial control on purchases and the Corporation "got rid of 
them" when things came to its notice. The Commercial Manager is reported 
to have left the acrvicel of the Mills in January, 1975 after baving worked 
under the old management for 15 years. A. new Purchase M.lnaget. bas 
been appointed and a Dew Financial Controller and Internal Auditor are 
also joinm,. The guidelines about the purchase procedure have been 
iIIued and procedure is being SlreamJioed. The Purchase Committee bas 
been asked to tighten its control. The Committee recommend that the 
Corporation should ensure tI¥It the procedure for purchases is implemented 
in letter IDd spirit and all deviations from the purchase procedure in the 
cue of major purchueJ together with the reasons therefor~ should be 
brought to tbe notice of the top management of the min and the Bou'd. 
The purchase procedure should also be reviewed from time to time aDd 
modified if necessary in the light of experience gained. 

(Paragraphs 4.95 to 4.96). 

Refly .. c;o,.. • 

The year 1974 was essentially aD year of scarcity. The prices of almost 
every commodity were skyrocketing IUld it is necessary to record that even 
the price of the paper produced by the Mandya Mill had shot up by 2 1/2 
times approximately. 

The order was placed with MIs. Solar 0Iemicals in August, 1973 i.e. 
before take OWl' of the mills by HiDdustan Paper Corporation limited. In 
the order. there was DO stipulation for price eacalation or for security 
deposit. The proYiaion of security deposit normally is IlOl acceptable to 
tM supplien in such purcbases and even where they accept such a clause. 
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they FDCI'ally quote a higher price. It was found on enquiry that the price 
cbarpd by M.M.T.e. b Sulphur, whicb is a basis raw material foe alum, 
duriaa the above period was as foUows:-

July to o.cember 1973 

J-...-y to March 1974 

April to JUDe 1974 

July to Sc:ptem~er 1974 

Oc:tober 10 December 1974 

.J-r to March 1975 

April 10 JUIIC '975 -------------- - .. -_._. 

Rio 
,.00 

760 
907 

93} 

935 

793 

Therefore, even if there would have been a price e&dllation clause provided 
ia the Contract, the price of alum would have been rai8cd according to the 
above IDeIItioaed iDcreue ill the price of basic raw material lite Sulphur. 

Ia Act. wheDe¥er the supplier asked for any increase, the management 
Ihra,. tared the market l80re a.cccdin& to the request of the supplier. 
SiDc:e the price quoted by Mis. Solar Olemicals was always the lowest, 
...... 110 other alaematiw for the management but to place the order 
willi the above-uid firm at the reviled price. The only other alternative 
idt with the management was to blacklist the firm and to purchase alum 
from GIber supplierI It the higher rateI quoted by them which again would 
BOt bave been ia the iateIat of the Mills. 

Ia thiI CODDeCtion, it may be: noted that the party had vide their letter 
... 27-5-1974 iDdicated as follows-

Mia c:oDIIeCtion we wish to inform you that the variation in our ratu 
is becauIe of increase cost of our raw material wbich is beyond 
our CIOIItmI. If the variation would have been negligible we 
wouJcI have aever asked you to revise the rates. In future also, 
pIeue DOCIe that if the price of raw material increases which is 
CODb"olled by Government Undertaking-Minerals and Metal 
Trading COFpOration of India limited, Bombay, we will be 
compelled to request you to revise the rates." 

We bope y<'u will realise our difllcultios. 

However, it has been noticed during the investigation made by Hindust.n 
Papa- Corporation Limited that the mills management had not insisted for 
price reduction duriog February to May, 1975 when the price of alum 
1tU1ed faDiaI. This matter is beillJ ClIamined by the Intemal Audit 
Depmtmaaa 01 die CorporIdoa ad IUitabIe ac:tioa wiJ1 be takea after • c0m-
plete report is made aV1liJabie in dUs reprd. 
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Under the circumstances, it is felt that ~ i, DO aeed to refer thi! case 
to C.B.I. fer investiption. 

[Ministry of Industry (Department of Industrial Development) O.M. 
No. 10-21j76-Paper, dated 18-10-76]. 

...... ....iiiiiIIIioii CaIN for ..,. tile Va '1 I 

PIeue funailh a copy of the findings of Internal Audit Department of 
HPC in regard to placing of supply order in favour of MIs. Solar Chemicals 
IIIC1 IICtioIl tWo by Oovernment thereoo. 

[L.S.S. O.M· No. 22-PU/16 dated 30-12-1977]. 

FwdIer Reply 01 Go"",w __ 

The Internal Auditor of the Corporation visited the Mill in the month 
of Dec:embei, 1976 to cumiDe this matter and to scrutinillo whether aD1 
purchases were made between February, 1975' and May, 1975 from Mis. 
Solar Chemicab. The report of the Internal Auditor is reproduccdbelow:-

"The ClIO was further reviewed at MNPM with relevant"1'OCOl'ds aad 
it was verified that there were no purclJues from MIs. SaIat 
<l1cmicals after 25-2-1975 and therefore, there is no question 
of over paymcots. However, the price reduction of Rs. 30/-
per M.T. was abo obtaiACd for the supplies aft.ec 1 .... 2-1915 
lIS there was DO market price redudion eartitl" than thil claM: 

The other point of price increase i.~ already replied to COPU which 
was bued OIl price rise of sulphur by MMTC and teat Judo 
by the management for price as...--ertainment. 

Under the circumstances there appears to be no further point for 
examination." 

(Department of Industrial Development O.M. No. 10(21 )/16-Paper, 
dated 15-2-1978]. 

The Commitlee note that the date of commissioning of project which 
was orisinally fixed tt., December. 1976 has been revised to October, 
1977. They regret to DOte that In the agreement with die consultants 
(NIOC) no specific time-!k'hedule was .tipulated for the completion of' 
the project, with the .-esult that the coosuItants c:oald not now be hdd 
TC$JlODSIDie for the delay. The Commince take a ICrious view of this 
omisslOll in the agreement and would lite the IIlalkr to be investipted WidI 
a view to fix responsibility for the lapse. The Committee are informed 
that a Supplementary Agreement has been drawn up aDd an agreed PERT-



" CIWt1' .. .... .......... 'I1Ie Conwlaee ... dill ... MiIIIItrJ .. .. 'r I ...... .., be __ IIippap C¥aI iD ... revbed dale of 
conm;......... If IIc:doas aad caac:crted meuurea arc takCD by the ~ 
....... ad 1M Oovenaaat reader aD poaibJc assiJtaDcc 10 Ibc Corpora
tiaa. ill ovcrcomiaa die CODStraints that may arise ill the cucution of die 
project it IbouId be possible to avert any further II.ippaae ill the date 01 
00IDIIIisai0niD of die mill. 

(Parqrapb No. S.3S). 
Reply of GoftlIImeDt 

Altboup the apeemeDt entered into by the Nagaland Paper aDd Pulp 
Company with the Naitoaal Industrial Development Corporation regardinl 
the Nagaland Project docs DOt itself provide for a specific time-schedulo 
for the completion of the project, it did provide for various safeguards to 
ensure that the Consultants did not delay the prdject unduly. Articles 3 
Ie 7 of the agreement provided that the ConsulUlnts should submit periodical 
progress reports, intimate changes of programme, draw up a detailed timo 
schedule and also carry out changes in timo schedule if any, in consultation 
with tbe c:ient. It may therefore be seen that tbe agreement did provide for 
rca~onable safe-guards to ensure that tbe Consultants completed the work 
In time. It is also submitted that the HPC had been set up only recently 
and did not progress the expertise to foresee the difficulties that could ariso 
with regard to implementation of the project according to schedule. Tho 
Corporation had also doubtless taken into account the fact that the Na!ional 
Industrial Development Corporation WlS also public sector undertakinl 
under the administTltive control of the same Ministry and that natura-ly, 
it could b: eXll'!cted that anv disputes with regard to timely completion of 
the project would be resolved by reference to t~e Government rath:r than 
trying to strictly enCorce the provisions of the agrccment. 

As regards possibilities of further slippJ~ in the commissionin~ of tho 
IIToieet. the Corporation is tryinl! its b~st to over-come the constraints and 
.11 possible effort is being made 10 complete the projecl a~ scheduleJ. 
Go"emment are also keepin\[ a doc.e watch on the jmpl~mel'!tation of tho 
)!,ojcct and all possIble assistance will b~ given 10 Ihe Corporal ion. 

{Ministry of Industry (Jkpartm~nt of Industrial Devel(mment) 
O.M. No. IO(21){7(i-Paper dated 14-12-1976J. 

Rreomlllftldafioa (Ser;al No. 41) 

The Committee note th:lt the National Tndultrial Development Corpora
tion a public !lector undertakinl!. W1~ aopo'nted in AUl!!us!. 1973. as turn-kC'1 
consultants for the Kerala Newsprint Projel."t on Ihe 5tr~n~th of it~ collabor
ation "'ith M/,_ Simon~ (Jntemat;o01J) of Canda in ID:te of the fact that 
the NTOC did nnt have the reouisite expe<tillC in naper technologv and a 
sum of 'Ih_ R lak'" 'In" also adV'lnccd to them. The CO"Dmittee find that 
ltI Sept 1973 the foreign coUaboratont MIs. S"1IIlOIII {IIlte'"'lationan 1'1. 

4770 LS-6. 
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CaJlada fon:n~l ~~. out ,}':Il~wi~ey • , .. lIoIiti_:vi6rJlDC" 
,,,ilecause of ~ ~eren~~W1th ~ Jat.tq'.;~,ti~ dihiolltiV. 
$' abe requisite expertise In Paper technology a,ud as the foreign collaboratiorl. 

1rith Mis. Simons teU through, ~ HiruJustiUl JiP.aper Corporatiaa deci4ecl 
,in 1974 to terminate the consultancy mallgemcnt with the NlDC for the 
project, and to start afresh the search for consultants. 

The Committee are informed that the NIDC was selected as consultants 
on the suggestion of the Action Commitee of the P:anning Commission 
which observed that NIDC, ~ public sector undertaking should be developed 
into a consultancy house for paper and pulp as it had tied up with a very 
well known firm of consultants Mis. H. A. Simons of Canada. Moreover, 
at that time there was no private consultants in India which had any standing 
fDe consultancy services for newsprint. Ministry stated that it was not the 
Government who appointed NODe as consultants but the HPC jt~elf tOJk 
this decision though the Ministry admitted that "the Corporation would have 
been aW,are that it was the desire of the Government that- the NIOC 
develops into an effective and rcpliable consultant" in this field. The 
Ministry have also admitted that tbere was no adequate opportunity to test 
the capabilities of NIDC as consultants. While the idea to develop an 
Indian organisation into a consultancy organisation in the fi~ld of paper 
and pulp industry is appreciated in the opinion of the Committee, the choice 
of NIDC which admittedly did not bave tbe requisite expertise in this field 
was not right. (Paragraph 6.8 & 6.9) 

Reply of Government 

The development of Pulp and Paper Industry in the pub'ic sector in 
India was a matter of serious concern to the Government for a number of 
yelrs. The Hindus~an Paper Corporation Umited was formed in 1970 
mainly to construct, operate and manage Pulp and Paper and Newsprint 
Mills in the Country. MIs. NIDC was already functioning as a consulting 
firm under the public se::tor and the Actlon Committee appointed by the 
Plan.,ing Cummission recommended th.at NIDC should be developed as a 
consultancy firm in the field of Pulp and Paper and th;:y should develop 
design capability in this field whereas HPC should mainly concentrate on 
managing the new mills. 

In the limt of the above decision and the fact that NIOC alredy had 
coDabora'ion arrangements with MIs. Simons (International) of Canada. 
it was de:ided that NlDC should be appointed ,as a tum-key consultants 
for the Keral. Newsprint Project. 

SuMC\.1uently however, when MIs. Simons. (International) of Canada 
withdrew frnm the project. the coasultancy arrangemeats with the NIoe 
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.... teIBinMed-tDd5eDdweUsandCompany,'Vancouve are now worldoJ 
as consultants for this project. 

[Ministry of Industry (Department of Industrial Devc:opmeat) O.M. 
No. 10-21/76-Paper Dated 18-10-76). 

RecolllJDelldation (Serial No. 45) 

The Committee note that within a month after the appointment of NIDC 
as turnkey consultants in August, 1973, the then Chairman an:l officers of 
the Corporation went on a tour of foreign countries including Canad~l in 
August and Septemb~r, 1973, it has been stated that the purpose of th: 
tour was to have joint discussions with NIDC, the turnkey consultants, and 
their colla!Jorators MIs H. A. Simons on the .basi: engin~ring work of 
the KeraIa Newsprint Project, finalise d~tai1ed specifkations, v· sit different 
workshops and pulp and paper mills to see special 'equipments and plants 
to have tenders issued for plant and machinery and to obtain olfers th~re
for. The fact that the then Chairman and officers of the Corpo-ation under
took the tour along with NIDC offic'als for finalising even the ba~ic detailed 
specifications, etc, would indicate that enough spade work had not be:n 
done by the turnkey consultants/Corporation, and the tour became n:ces
I~ry primarily because the NIDC, the comultants for the p~oject hat! 
hardly any experience of planning or designing newsprint mills. 

The Committee regret to observe that the Corporation had not taken 
even the elementary precaution of varifying whether or not a firm agre~ment 
ex;sted between the NIDC and MIs Simons of Canada, b:fore the choicC' 
of NIDC as Consultants for newsprint project was made. 

(paragraph 6.26 & 6.27) 

Reply of Government 

In 1973 M/s NJDC were already acting a~ Consultants for the Nagalancl 
Project. The HPC has on record a copy of an Agreem:nt dat<:d tho 
J2th March, 1973 entered into by NIDC with Simons of Canada. In dis
cu~sions between HPC and NIDC in 1973, HPC were inform~ by the 
NIDC that they had entered into collaboration Agreement witlI Mis Simona 
of Cauda. M/s Simons being a reputed consultinr, firm and NIDC bdng 
a Public Sector Undertaking, HPC indicated its intents to NIOC toward. 
the middle of 1973 to appoint them a~ Comu\tants for Kerala Newsprint 
Project subject to th:ir arrangements with Simoru remaining operative. 

The present Chairman of th~ Corporafon in the meeting, h~ h:td with 
NIoe in January, .1974 wa~ also hand~d over a copv of the a~reement 
of 1973 entered into by NIDC with Simons. In the sub~qu'nt discuss'ons 
with NIDC had with the present OJai:man and TechIicaI Officers of the 
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CarpaaIIaa, NIDC, iD wriUIa c:mfirmccIlbat dais ...--a was CIpCl1IIiw .... 
The lI'I'BDaemeats of NIDC as CoasuItaatl for tb: KNP is DOW ." 

Idstoric importance oaly. Another iDtemationaUy reputed ConsultaDeJ' 
Company i.e. Messrs Sandwell and Company has been appointed by the 
Corporation for providiD, the necessary serv~ Ammgements with NIDC 
have been terminated and it would appear that any further exam:oation of 
this matter will not produce any fruitful administrative results. 

[M:nistry of Industry (Department of Industrial Development) 
O.M. No. 1~2JJ16-.Paper datcd 18-10-76] 

Recommeadatioa (Serial Nos. 46 ad 47) 

The Committee note that while the three officers of Hindustan Paper 
Corporation left India on 26th August, 1973 and retu:ned on 28th O.::tob~r, 
1973 (64 days) after visiting as many as 9 countries (Japan, Canada, USA 
UK, Finland, Sweden, West Germany, Holland, and Italy), the Chabnan 
of the Corporation left India on 29th August. 1973 and returned en 29th 
September, 1973, after visiting 8 countries (Italy, Switzerland, Wcst Ger
many, France, Canada, USA, Poland and Denmark). He wa~ w~th the 
team of offi:ers only for 8 days from Sept. 12 to Sept. 19, 1973 at Vancou
ver (Canada). For other days, his itinerary was different from that of 
officers. The total expenditure on the tour is stated to be about Rs. 1.5 
lakhs. 111e Committee are not clear as to why the Cha'rman of the Corpo
ration followed a different itinerary than thlt of his offi~ers. The Camm't
tee unde:stand that the then Cha:rman of the ('orpoation who w~~ P'ut
time left the Corporation in January. 1974. The CO'llmitte~ whi-::'l I'ke 
to draw attentinn of Corporafon to their comment, nlm:lt the "..,.,,,jo,tmnnt 
ot the th(:n Chairman of th: Corporation in th~ir 40th R:port (1973-74) on 
'Role and Ach:evemcnts of Public Undertakings'. 

Th: Committe\' are informed thnt bnsic cn\',ine~rh'! !!enerallay cut wer~ 
got examined hv S'm(!n~, ~necifir,,'ion~ wcre fin~li< .. d :'1111 "'0-1-1 tenders 
werc invited. It ha~ b~en c1a'med that the 1:l\If wa~ of advant1~e in as much 
as for the first t:me the Hindu~t3n Pnf'~f ('o"PO-ation W:1' ahle to g~t first 
band knowledge ahout the US? of h,-cl woocl~ for rulp and raner m1kin~. 
formation of {'ulp ~h~ets, tvo'!s of twin wire form~-' ~n1 on~·afhn of 
certni'l mach'nes and nro:e"e, and !hi, in t o-m1tion. it i~ stal~d. h1~ b~en 

u~efu1. in ,ub'('qu!'nt dis7ms'cn, in lQ74 with th~ machin~rv manufacturers 
end cry,tali,a!;0" of the thinking of fh~ Co-norat~0" cn 'he !v..,e o· e~u'p
men! to he u\lim<1trlv ,ele:le1 for th- o·oie:-!. Th .. Comm'!te~ are not 
lUre whether the advantage c1aim 6 d to h~vc actuallv }r-"n r~alised are c:om
mensurate with th~ expenditure incurred an:! time spent. 
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The Committee also note that within less than two years after the firI& 

tour by the Chairman and the officers of the Corporation, a team of three 
officers including the new Chairman-cum-Managing Director went on an
other tour of six countries for 24 days from 19th F~bruary 10 14th March. 
J97S. The total expenditure incurred on this tour is stated to be about 
Rs. 1.06 lakhs. It has been stated that as a result of their visit two con
lulting firms were invited to Ind:a and out of them one was finally select::d. 
The second tour it is claimed enabled the undertaking to finalise its con
sultancy arrangements in place of the NIDC. 

The Comm:lte! are not clear as to how such foreign tOllrs were at all 
approved by the Ministry. They would He that all aspects of the tour 
in August-Sep!emb~r, 1973 including the necessity for the tour, the benefits 
d::rived therefrom, the Composition of the team, the itinerary followed by 
them should be thoroughly investigated and the Committee informed of 
the a::tion taken against those who are found not to have acted with 
probity and prudence expected not to executives of a public sector under
taking. 

(Paragraph 6.28 & 6.29 to 6.31) 

Reply of Goftnuaeat 

The recommendations made by the Committee cover two aspects of 
foreign tour of HPC officers during 1973:-

(1) That the Chairman with other officers of HPC had different 
iteneraries for their foreign tour. 

(2) Whether any advantages accrued to the Corporation out r:Jf this 
tour. 

(1) There is nothing available on record to indicate as to why the then 
Chairman of the Corporation decided for a separate tour programme. It 
would however, appear that the officers were given the task of visltlng 
nrions paper mills, having discussions with the machinery manufactuTers 
and also disetmions with Simons on the basic engineering already prepared 
by HPC. This Was a time consuming assignment and it would appear that 
the Chairman not having so much time at his dispa5a1 l!mited his visit to 
lui dilcualons with Simons and also caD on important machinery manu
facturers. Both the team and their Chairman separately submitted tbeir 
reports to the Gove:nment and to the Board of Directors. The team was 
out of India for 6S days and the Chairman was for ouly ODe month. A 
copy of the report submitted by the officials of the Corporation on tim 
'fiJit bas already been mbmitted. 

It will be ~ from the reports mbmitted that during this visit., 
officen ~1d study the operatioa df various types of Twin Wire Formen, 
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It is the information so collected which formed the basis for Corporation" 
decisions for the placement of paper machin: order. Attention is invited 
to .he fact that the paper machine order amount to over Rs. 10 crores ClF 
and the cost of the trip (Rs. 1.5 lakhs) amounts only to 10.5 per cent. 

Moreover, one of the ways ava]abl: to the Corporation to keep itself 
la touch with all modem developments in pulp and paper making is by 
&ending its representatives abroad to visit paper mills and technical labora· 
tories. In fact, this recommendafon has be<:n made by the Committee 
itself in paragraph 3.32. 

[MJlistry of Industry (Department of Industrial Development) 
O.M. No. 10-21/76-.Papcr dated 18-10-76) 

Recommendation (Serial No. 49) 

The Committee regret to note that the original estimates prepared by 
NIDC, the turnk:y consultants, for the Kerala Newsprint Projc:t in 1971 
tor a capital outlay of Rs. 30.86 crores were revised to Rs. 39.08 c.ores 1n 
1973 as a result of reappraisal by the HPC and again revi5cd to Rs. 62.88 
crores in 1974 representing an increase of 113 p:r cent ov~r the rcvis:d 
cost of the project. The Committee are inform~c.l that apart from increase 
due to price escalation th:: man reasons for increase in the project ~Slimatel 
are changes in specifications, requirements of additional equipments (which 
account for 62 per cent increase in the cost of machinery) anj increas: in 
the civil works du! to in<:rease in floor area (which account for 40 p:!r cent 
increase in the cost of civil works). 

The Committee cannot but conclude that it was because of the choico 
,)f NIDC who had not requisite expertise in paper te:hnology as consultants 
for the project that the estimates of the project proved unrealistic and in. 
correct and had to be revised. The Committee hope that at least the 
revised estimates now prepared are compl~te, realist:c and have taken into 
account all the foreseable items and there will not be any occasion for 
further revision. The Committee would like Oovemment to ensure that 
the arrangements for preparation/revision of estimates are such that respoo. 
lihility could be fixed for any lapses in this regard. 

(PWa~'a39' .,~. 

ae,a,efew.. .t 

The ori&faal NlDC Report em the Kcrala Newsprint Pro,ject pJep8red iIa 
1971 was reviled in 1973 and the project, costa was then estimated at 
R.s. 39.08 crores. The project estimate wu revised on the basis of tho 
IIlformatiDin furnished by the NIDC IIDd the COrpotaIloII' •• Dbt iii • 
pDIItioR to tavite quotatloaftCDClen fOr 1UiauI' iteml dt equipment 1m' 
ID8CbiDelb Deeded for the project. It may also be remembered that • 



the t=clmoJog:caI parameters were not decided at the time of revision of 
the project costs. Hence, HPC was mainly guided by the NlDC, tho 
turnKey consultants for the projects. However, in 1974 all th:! main techni
cal parameters were tinally approved and the Corporation was in a position 
to IOvlle quotations and tenders for the various equipment and plant and 
mach neries needed for the project. After a detail:d analysis or the infor
mation available the project was reappraised by the HPC in 1974 and the 
revised costs of the project was then estimated at Rs. 82.88 crore •. 

I t is confirmed that all necessary p;e:autions have been taken to ensuro 
that the present project estimate are as much realistic as possible and that 
all foreseeable items have been taken into account while prcparIng the pro
ject estimate. These estimates however, do n·ot include esca!ation from 
middle of 1974 onwards. 

[MIDSlry of Industry (DepJrtment of Industrial Development) 
O.M. No. 10-21/76--Paper dat~d 18-10-76) 

Recommendation (SI. NO!. 54, ~5 " 56) 

The Committee note that the major problems identified in the paper 
industry at oresent are about commerci;,l! usc of bamboo for mechanical 
p'llp. problem of silica in the pu'pine mechanical rccoverv secti·on uf straw 
based mills, use of bagasse for manufacture of news,rint, problem of col
lection, storage, transport etc. of agricultural residues such as rice, straw, 
jute sticks etc. increasing and optimising u~e of short fib red hardwood in 
the country, economic extractions of long fibred pine and spruce growing 
in comoarativelv inaccessible areas etc. Althoug:h there are two research 
institutes in the field of paper technOlOgy, viz. the Forest Res~arch Institute, 
Dehradun (Cellulose and Paper Branch) "lnd the In~titute of Paper Tech
Dology, Saharanpur, the Committee feel that the contribution made by thesCl 
institutes has not been very s!gnificant and many substantial and urgent pro
blem still remain to be tackled. While the Forest Research Institute, Deb-
radun, has made some studies about the use of jute sticks, the research 
ellorts still need to be intensified to evolve viable schemes and proceSsel 

to set up paper mills and plants. 

The Instihrte at Saharaupur has bee1a malDly taterirll to the· needs or 
~r industry in the field of educatfon and traiuinl 81Id DOt in the 1'0-' 

ean:h and development, though it it stated to be a weD equipped inst it1lte 
md bas the potentialities for fm1her cIeveIopmmt. UDder the VNDP 

spaIIsored oroiect fA exploration and ideDtificatiol! of all I1IW Jl'l8ierials for 
Paper aud Newspriat Mmufactare iris ~ to pl'O\'ide a Jarp umnber 
at Jaboratories as well as pilot plant equi~fOr .'."'M·JtjIo:' 
.atIf JatJtWs .,0IIa .... and Saharanpar. 
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1bo Government arc also c:omemplating to set up a Central Research 
and Deveh)pment Institute for fiilin& in tho gaps in the existing R &: D 
programmes. 

The Committee feel that significant gaps exist between the demand and 
luppJy of paper, particularly newsprint. The Committe have, elsewhere 
l.a this Report, already emphasised the need for attaining self-reliance in 
paper proouction, as paper is vital for imparting education, dissemination 
of information and for carrying on business. industrial and governmental 
work. The traditional resource for manufacture of paper is soft wood, 
which unfortunately is not available at present in abundant quantities in 
the country. It is, therefore, imperative that research is intensified in order 
to develop processes for using hard wood in large quantities for the manu
facture of paper. There is need for identifying and developing newer 
species of wood better suited to paper manufacture. There is need also 
for intensifying research in order to encourage the use of agricultural 
residues li,ke bagasse, jute sticks etc. for paper manufacture. 

The Committee feel that the Government should have drawn up much 
earlier a comprehens!ve programme for integrated and intensified researe' 
on paper manufacture. The concept of setting up a Central Research aL 

D:vclopmcnt Institute devoted to paper manufacture has come not a day 
too soon and it is imperative that it is put on the ground without delay. 
The programme for research should be pragmatic and relate to the require
ments of the paper industry, particularly of the Hindustan Paper Corpora
tion which has been given a major role in the Fifth Plan of -setting up paper 
plants in the Public Sector. There should be c1ose-co-ordination betweeD 
the Central Research & Development Institute, the Forest Research Insti
tute, Dehradun, and the Training Institution at Sabaranpur so that the 
experience gathered so far in the field is put to best use in public interest. 
There should also be co-ordinatioD with UNDP programme which is under
way for identifying suitable raw materials for paper manufacture. The 
Committee would like to be informed of the concrete measures taken by 
Government to implement a comprehemive national research programmo 
to be drawn up in consultation with the Hindustan Paper Corporatioa. 
N.E.P.A. and other leadin2 paper manufacturinc units. 

The Commlttee also suggest that there should be a procedure by which 
the achievements of the Research Institutions are published and are avail
able, to the paper industry as a whole in the national interest. The resulb 
of. studies in reprd to raw materials should also be fed back to the Agri
c:altuIe and Forest Departments so that the latter may keep in view tho 
aeeds of paper jDdustry whIle determiniaa the programme for aftoreatatiDlt 
.. repacratlaa of plantltioas 

(PamanpIts 8.U to 8.17) . 
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With a view to &ettinR over the problem of availability of adeqwu. 
raw materials for sustaining increased production of paper and newsprint
in the future, with the assistance of the UNDP the Government is execu
ting the project of 'Exploration and Identification of Alternative Raw 
Materials for paper and Newsprint Manufacture'. Th:s project will tacklo. 
the following problems: 

a. Exploring available raw materials in the coun~ry. 

b. Identification the cellulosic raw materials for industrial produc
tion. 

c. Concerted research both in the field of cbmistry and engineering 
to improve technokgy for increasing production of pulp and 
paper. 

A long term programme for unde:taking research activities will also b,. 
drawn up under the project. The project is fulfilling a major issue of 
research and development in paper and newsprint industry. However, with 
a View to having further follow up action after the completion of the pro
ject, as well as to fill up the other gaps in research and development pro
gramme in paper and newsprint industry and to co-ordinate these activities 
on an All India basis. this Ministry has proposed the setting up of a Central 
Research and Development Institute for pulp and paper industries. It has 
also been proposed to levy a cess on production of paper to finance the 
institute. This proposal is under consideration of the P:anning Commission. 
Once the Planning Commission approves the scheme, speedy action will be
taken to set up the proposed Institute. 

[MiDistry of lDdustry (Department of Industrial Development) 
O.M. No. 10-21/76-Paper. dt. 18-10-1976] 

PwrtIIcr 1Idot ..... CIIIIecI .... ., .... eo..utee 

Please indicate the present position in regard to proposal to set up of a 
CeDtral K.csearch and Development Institute. 

(L.S.S. O.M. No. 22-UP/76 dt. 30-12-77) 

Althoup the Deed for unified control on research activity iD the ftetd 
of pulp and paper has been accepted in prillciple, it is neceuary to UIeII 
dJe present status of RId> facDities available in this field to detenniDe the 
role that the proposed Institute conld be expected to play. It baa therefore 
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been decided that an Inter-~~ary Expert &roup should be set up to 
identify the specific areas of R&D which are excluded at present; whicla 

01' these could be undertaken by existing institutions, and the sequential steps 
to be taken to establish the R&D Institute. Sophisticated laboratory facili
ties and pilot plants are being set up under th~ UNDP Programme for 
Exploration and Identification of Altemat've Raw Materials For Paper and 
Newsprint Manufacture. The question of follow-up activity of the project 
is linked with the proposed R&D Institute. It has recently been decided 
that a Research and Development Wing would be set up in the H'ndustan 
Paper Corporation, which is the agency executing the UNDP project, and 
it is exp~cted that a nucleus group of experts would be constituted by the 
R&D Wing to take further action for setting up the R&D Institute. 

[Department of Industrial Development O.M. No. 10 (21) /76-Paper 
dt 21-1-1978] 

CommeDts of the Committee 

Speedy action should be taken to s~t up the proposed Central Research 
JlIId Development Institute. 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

Recommendation (Serial No. 34) 

The Committee note that the original cost estimates of Rs. 18.72 crores 
of the Nagaland Proj:ct, as prepared by the National Industrial Dev;:lopment 
Corporation (NIDC) in 1971 were revised to Rs. 51.54 crores in 1973 and 
aga'n to Rs. 61.82 crores in 1974. These estimates were further revised 
to Rs. 62,64 crores as a result of re-appralSal by the Corporation, Th: 
Commitee were informed that the steep upward re:ision has been due not 
only to general in:rease in co its of machin~ry (1. 96 p~r cent), civil engi
neering works (69 per cent) and structural civ] works (32 per cent), but 
also du~ to change, and additions in the quantity and quality of machinery 
and civil works which raised the cost of machinery by 41 per cent, site 
development and other c:vil engineering works by 250 per cent anti struc
tural civil works by 66 per cent. The Committee cannot but express their 
unhappiness over the fact that the COSt of estimates originally prep an 
by the con~ultants (NIDC) were unrealjst~ incomplete and did not tako 
full care of all aspects of the project. 'TIrey would like that the matter 
as to why the estimates were un:eal'stic, should be enquir~d into with a 
'View to fixing respon;ibility, They feel that if the costs estimates prepared 
by the consultants had been thoroughly scrutinised by. the Ministry beforo 
these were approved, deficiencies wh'ch have been noticed subsequently, 
could have been detected right at the beginnin~ and rectified. In this con
nection the Committee would like to invite attention to their recommend .. 
fons contained in para 118 of their Fifteenth Report (Fourth Lok Sabha) 
on Financial Management in Public Undertakings and reiterate that tho 
importance of estimates in the detailed project repcirt being as realistic as 
possible needs hardly any emphasis as the project report fonns the very 
,basis on which Government approve the project and the capital outlay, It 
is essential that the estimates take into account all foreseeable items of 
expenditure and are based on correct data so as to obviate the ne.::essary 
of revision of estimates frequently. 

(paragraph S,23) 
Reply of Go'n ..... 

The project cost est'mates of Rs, 18.72 crores initially prepared by 
NIDC were not realistic and complete. The estimate did Dot take into 
account all aspects of the project such as expenditure on sparn. margin 
money, CODStruction of lousing colony, site development etc. HPC was 
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registerod in May, 1970 and was in its infancy in 1971 and no adequately 
Ilaffed. Further NIDC were appointed as Tum-key consultants and HPC 
entirely depended on NIDC for cost estimates and other 8Spl:CtS of the pro
ject. Detailed reasons for the increase in estimates have been explained in 
the revised project cost est !mates. 

Since 1971 tbere has b:en considerable escalation in prices. Some of 
the specifications of plant and equipment were changed and some more 
equipment was added. 

Quantity of civil works also increased. Recently an Expert Committ::e 
also examined in detail tbe estimates of the N agaland Project and the latest 
revised figures of its capital cost has been reduced from Rs. 63 crores to 
Rs. 62.12 crores. The report of the Committee is enclosed (AppendL'( VII). 

S:Oce HPC is now getting equipped internally to prepare detailed project 
reports, in future HPC will be able to p~epare estimates internally instead 
of depending on out side bodies. General Manager (Engineering Services) 
and General Manager (Technical Services) are already in po~;tion. HPC 
Is also developing a fulfledged design and consultancy wing on paper 
Tecbnology. 

[Ministry of IndU5try (Department of Industrial Development) 
O.M. No. 10-21j76-Papcr dated 18-10-76J 

CoauDe ... of file 0I11U11ittee 

Pleue .. para 13 df Chapter I of the Report. 



• 
.. ' ... (II. file. 41) 

Tho Commiuco DCCd hardly poilU out that pRCious and ICaIC fonIp 
ac:banp IbouId DOt be allowed to be wasted 011 10Dlo leisurely aDd un
IICCeSI8r)' tours. They recommend that Government should criticallJ 
ICnltinise proposals for foreign tours received from the public undertakiDp 
and only if they are satisfied that a proposed tour is absolutely necessary ill 
the larger interests of the public undertakings, they should allow a minimum 
Dumber of officers to go abroad for a short duration to visit specified places 
for a specific purposes. The officers who go on tour should be asked to sub
mit, on return, detailed reports on their tour to the Board of Directors and 
the administrative Ministry concerned who should evaluate the reports criti
cally. The committee would like the Bureau of Public Enterprises to issuo 
IUitable guidelines to all the Public Undertakings and also the administra
tive Ministries concerned in this regard and review the guidelines from timo 
to time in the light of experience gained. 

(Para No. 6.32) 

Reply 01 GoftnlllleDt 

Till November, 1967, the Public Enterprises had to obtain th: appro
val of the Government for the foreign tours of their officers, just as in tho 
case of similar tours 01 Government servants. In November, 1967, Gov
ernment decided that all Public Enterprises should, like private sector units, 
apply directly to the Reserve Bank of India (to the concerned branch 
offices) for the release of foreign exchange/passage clearance, in respect 
of their proposals for official visits abroad of their employees. Conse
quently, the Pub:ic Enterprises arc not now required to go up to the Ad
ministra'ive Ministries for the necessary approvals in this regard. A copy 
oC th~ D~ptt. of Economic Affairs' O.M. 16-11-1967 is enclosed as (Ap
pendix VIII). In Ju~y, 1969, the p:Jsitinn was reviewed and it was decid
ed, in partial modifi:ation of the 1967 instructions, that wh::nev::r the 
Chief Executives of Public Enterprises have to und~rtake tours abroad, 
although approval of the a:lministrative Ministry/Department, as such 
need na! b~ taken to the same, th~y should inform the administJative Min
is'rv 'D~'Jartment sufficiently in advance ab:Jut their intended tours. Copy 
of O.M. Dated 7-7-69 is enclosed as (Ap~ndix IX). 

The dntral point made in the COPUs reco!T1menda'ion. relerred to 
ab:we is that Public Enterprises should henceforth ob'ain Government's 
approval for the foreign toU" of th~ir officers. The question whether, 
apl" from the c\earanc~ of Re~rve Bank, soul!ht and ¢ven in such cases 
at oresent , it is necessary to stiou'ate that the Pub'ic Enterprise, should 
obtain the approval of the administrative Ministries concerned for such 
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foreign tours, has been CDmiMtd ..... ' •• IIU •• the light of the obser
vations of the COPU. In this context, it was noted that the observations 
oe tile OOPU have been made with reference to the foreign tours under.:: 
taten 'by tOO executives of one of the Public Enterprises. 'It is considere4 
that DO generalised ~atement CaD be made about th~ llK:k of purpoieM 
ness of foreign tours undertaken by the officerS of the various Publc I;.ntet~ 
prises, and instances of misuse of foreign travel facilities are rare. It w_ 
also noted that the Public Enterprises have to operate on commercial iinell 
and have to undertake dynamic promotional activities and immaginativ~ 
sales programmes, acquire new technology, etc. Having regard ,to all tho 
relevant foctors, it has been decided that it will b~ adequate !f Chief Exe
cutiv~s of Public En~erprises inform th'e administrative Ministries as early 
a5 possible about their proposed foreign tours programmes. It would 
then b: open to a Ministry to advise in any particular instance that tho 
tour programme may be moditbd or even postponed or take suitab:e steps 
if there was an instance of excessive and unjustified touring abroad. The 
Chief Executives 01 the Pub:ic Enterprises should continue to approve aU 
foreign tour programmes of their subordinate employees. 

Necessary instructions to administrative Ministries and Public Enter
prises, employing the instructions of July, 1968 on the above lines will be 
Issued. 

Farther IDformatJoa caned for by the Committee 

Whether nece~sary instructiom to administrative MinistriesfPublic 
Enterprises have been issued? If so, please furnish a copy thereof. 

(L.S.S. O.M. No. 22-PU (76, dated 30-12-1977) 

Farther Reply of GovernmeDt 

A copy of the BPE's O.M. No. BPEIGL-OI8177!MANI9(31)176-BPB 
(OM-I) dated 8-8-1977 issued in this regard is enclosed (Anpendix X). 

(Department of Industrilll Development O.M. No. 10(21)176-
Paper dated, -1-1978) 

CoDUDellfs of die Committee 

Please see Para 17 of Chapter I of the Report. 
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RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIF30 

OF GOVERNMENT ARE STILL AWAITED 

NEW DELIO; 

March 22. 1979. 

Chaitra 1. 1901 (S). 

-Nil-

8'1 

lYOTIRMOY BOSU. 
Chair11lQn, 

Committee on Public Undertaking:r, 



(See RepiylD Recommendtztion No. IS, ,.age 24) 

SIIm1fIIIry of Recommendiltions of the Agricultural Residue Committee 
constituted by the Development Council lor "aper "ulp and AUied 

Industries 

1.0. About 3 million tonnes per annuDl of jute-mesta stalks/sticks are 
produced on the average in India. There is no significant commercial use 
or this material and large quantities are wasted. As fuel its use is mostly 
limited as a starter for lighting up. With 20 per cent of th:s produce vi~. 
600,000 tpa, available to start with, there should be enough raw-material 
for Dev.~and planning of pulp ,and pap:r manufacture in and around tho 
tute growing areas of West Bengal, Assam, Bihar, Orissa and Andhra 
Pradesh. 

2,0. Regarding price to be paid to the cultivator for jute-mesta stalks/ 
sticks it is considered reas<>nable to relate the price to c031 coke equivalent. 
Assuming the retlil market price of coke to be Rs. 200/- per tonne, the 
price of jute-mesta stalks/sticks to be plid to the cultivator should bo 
Rs, 70/- per tonne of air dry stalk of 12-14 per cent moisture content, at 
source, 

3.0. Jute-mes'a stalk~fsticks are available during the months of 
November, December and January and for the rem lining nine months of 
the year jute-mesta stalks /,tich purchased and s'ored in sea'"n, w'n have 
to be used, and or supplemented by other available agricultural residues 
like cereal straws. 

4.0. Collection of ju!c-mcsta stl-h/sticks should be undertaken by 
agents of the pulp/pnpcr mill during se.lscn on air dry basis, Air-dry 
material containin!! about 12 to 14 per cent moisture does not deteriorate 
on storage provided it docs not co:ne into contact with moist earth. Jute
mesta sl1lks/slicks con'aining hi!!h mois'ure under/10 decomposition on 
StOT1!!C. As the materiJl is bulkv, having a bulk density of about 200 
kiIoczramme p~r cub!c metre, investigations should be undertaken on the 
possibility of reducing the bulk by pressing or baling. 

S.O. Transport of jU'e-mes'a stalks/sticks from the rural centres of 
col'ection to the mill is best done by river in rafts where such faeilit;~s are 
available. Road transport should be limited to a short r,adius of 40 to SO 
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km. as in the case of sugar cane. The transport cost from the collection 
~ntre to the mill including the margin for the agent may be about 
Rs. 30-50 per tonne, So that price of the material at the mills is around 
tu. 100 to 120 per toone. 

6.0. Preparation of jute-mesta stalks/sticks for digestion may be done 
by passing the material 1Ihrough a pair df grooved rolls, in order to flattea 
and then through a cbaff-cutter to cut to 50 rum lengths/and fed to digesters 
by mechanical conveyors/elevators, rather than by pneumatic means. 

7.0. Rotary digesters are not essential for pulping jute-mesta "talks! 
sticks. Vertical stationary types are suitable with liquor circulation. 
Continuous digesters for jute-mesta stalks/sticks, not in bales, may also be 
feasible for big mills. 

7.1. Jute-m~a stalks/sticks can be pulped for various end-uses by any 
of the followiltg processes: 

(a) Chemical~ sulphite, sulphate and lime. 

(b) Semi-chemical. 

(c) Mechano-chemical. 

Sulphite regents give higher yield and better coloured pulp than soda and 
sulphate. Sulphite and Sulphite semi-chemical processes should therefore 
be preferable. Mechani-chemic,al processes should be suitable for both 
small and medium size plants for making pulps for board/corrugating 
media and wrapping paper. Standard lime cooking can also be adopted 
for the production of bo,ards of excellent qUality. 

Cooking jute-mesta stalks/sticks in a hydrapulper followed by defibra
tion and refining should also be feasible. Chemical-less cooking in a 
hydrapulper followed by defibration and refining should be rnvestigated for 
pulping jute-mesta stalks/sticks. As pulping of jute-mesta stalks/sticks 
require a high liquor ratio, presoaking is essential. 

7.2. Washing of jute-mesta stalks/sticks pulps requires larger drainage 
area in the washing equipment. Bleaching of jute-mes~a stalk/stick pulps 
present no special problems and usual bleaching methods work satis
factorily. Sulphite pulps from jute-mesta stalk.~/sticks have a high degree 
of whitness' and unbleached pulp is suitable for common writing and 
printing paper. 

8.o. Controlled stock preparation is important in handling jute-mesta 
stalk/stick pulps as beating results in fast hydration. This property 
indicates the possibility of these pulps being used for manufacture of 
gre.ase-proo! paper. 

4774 LS-7. 
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9.0. Conversion of jute-mesta stalk/stick pulp into paper on th~ 
c:onventional four drinier or cylinder mould machines, does not present any 
special problem and existing paper machines can be adopted to the use of 
these pulps. The lower freeness and poor wet strength of the pulp has 
however to be taken into consideration and t,aken care of. 

10.0. Although jute-mesta stalk/stick pulp is short fibred mechanical 
qualities of the papers are good. Iute-mesta stalk/stick pulp when mixed 
with other pulps for paper making improves the qualities of the resulting 
paper apprec~ably. 

11.0. Because of the inherent properties of jute-mesta stalks/sticks, they 
I'epresent potential raw material for rayon grade pulp. 

12.0. Cereal straws specially rice and wheat straws should be considered' 
as supplementary raw material for projects based on jute-mesta stalks / 
sticks wherever feasible or necessary. 

13.0, Iute-mesta stalks/sticks represent important raw material for 
boards corrugating media, packing and wrapping paper as well as un-
bleached and bleached printing and writing paper for common uses, 
besides sulphite tissue papers for food wrappers and tea chest lining an(l 
grease proof papers may also be developed from this raw materia\. 

&1./- U. CHATIERII, 
29-1-1976 

Convener 

Sd./- D. C. TAPAD~ 
Chairman 



,-- APPENDIX II 

(See Reply to Recommendation No. 35, Page 39) 

Government of India 

Ministry of Finance 
Department of Expenditure 

(Plan Finance Division) 

No. 26(6) /PF-II/70 Dated September 30, 197Z 

OFFICE MEMORANDUM 

SUBJECT:-Public Investment Board. : I 

The current .procedure of scrutinising proposals for investment in the
public sector is governed by circulars issued by the Ministry of Finance 
(plan Finance Division and the Bureau of Public Enterprises) during 1967 
and 1968. This procedUfe distinguishes three stages of investment 
fcrutiny viz., project formulation, feasibility study and detailed project 
report. In the Ministry of Finance the Financial Adviser is the focal pointe 
fOf receipt of Feasibility Reports (FR) and Detailed Project Reports 
(DPR) and for consolidating the views of the Ministry of Finance on the· 
investment proposals. Thereafter a series of meetings take place at diffe-
rent levels in the adminis:rativc Ministry, the Ministry of Finance, Planning' 
Commission, etc., to discuss and process these investment proposals. 

2. This procedure was carefuUy re-examined some time back and tbe:
following important shortcomings were noticed, 

(a) Too many meetings at different levels and at different places 
tended to delay the investment scrutiny: 

(b) The basic and broader issues wbicb tended to get mixed UP' 
with the less important ones could not get isolated and brought 
up in clear focus to high decision taking levels adequately 
early in the process on investment decision; 

(c) There was no fixed and identifiable higb level forum for inves
ment decision. 

Witb a view to removing these sbortcomings, the Central Government 
have decided to set up a Public Investment Board. Subject to what b_ 

91 



92 

!been stated in para 3 below the functions of this Board will be as follows:

(a) Examination of the board contours of an investment proposal 
in the project formulation stage based on which a decision to 
prepare the Feasibility Report would be taken; 

(b) Taking investment decision on proposals for public investment 
to produce goods and to provide services; 

(c) Consideration of proposals for revision of cost estimates which 
exceed those approved at the time of investment decision. 

3. All proposals for public investment in public sector corporation/ 
~ndertakings involving an amount of Rs. 1 crore and above should be 
.-eferred to the Board. Proposals on behalf of departmental undertakings 
'Which are now referred to the Expenditure Finance Committee should 
I!lereafter be referred to the Board if the investment is of Rs. 1 crore and 
al*>ve. The proposals below Rs. 1 crore will continue to be referred to 

,the Expenditure Finance Committee (EFC). Investment proposals in the 
;joint sector· involving direct Government capital investment (excluding that 
of public financial institutions) of 'RB. 1 crore and above should also be 
~erred to the Board. Proposals in which the investment involved is less 
"than Rs. 1 crore will continue to be processed as per current practice'. 
'Investment proposals of the Ministry of Ruilways, Ministry of Defence, 
'Department of Atomic Energy, Space and Electronics wiII be outside the 
·purview of the Plan Investment Board. Approval of statutory authorities 
wherever prescribed or necessary would be obtained by the Administrative 
M.inistry concerned on the decision of the Board. It should normally not 
'be necessary to seek direct approval "in principle" of the Cabinet for an 
.investment proposal without referring it. to the Public Investment Board. 

4. The composition of the Public Investment Board would be as follows: 

Secretary (E) Chairman 
Ministry of Finance 

Secretary (EAN) Member 
Ministry of Finance. 

Secretary, 
~anning Commission Member 

Secretary, Member 
Industrial Development 

Secretary to the Prime Minister, 
(Dr. P. N. Dhar). 

Member 

Secretary of the administrative Mini~try Member 
concerned with the public 
investment proposal. 

Additional Secretary and Director General, Bureau of Public Enter
..,nses will be a permanent invitee. 
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5. The Board would be serviced by the present Plan finance Win~ 
Department of Expenditure, M"mistry of Finance, the Board would meet 
periodically and may issue such instructions as may be necessary for the
effective discharge of its functions. With the constitution of the Board 
and with the procedure prescribed there should be no need hereafter for 
prolonged correspbndence and for too many internal and inter-ministerial' 
meetings at di1Ierent levels. 

6. There are three distinct stages through which a project idea travel!>~ 
before a public investment takes place. These are project formulation,. 
feasibility study and detailed project report. Investment proposals in the 
first two stages only should be referred to the Public Investment Board' 
for a decision. The third stage viz., the examination imd clearance of the· 
Detailed Project Report and all related substantive expenditure sanclion~· 
would continue to be handled as at ,present by Financial Advisers in con
sultation with the Ministries concerned. However, if a Detailed Project 
Report or any other revision throws up a cost estimate which exceeds by 
mOre than 20 per cent the amount approved at the stage of investment. 
,decision by the Board, the matter should be referred to the Board again;. 

7. It will be desirable to keep theSe three stages distinct and separate-_ 
In any case, the stages of Feasibility Report and Detailed Project Report 
should not be telescoped. Without a clear prior inves:ment decision, a 
Detailed Project Report should not be prepared which involves expenditure 
of considerable time and funds and which goes into details such as engineer
ing designs, drawings, construction data etc. Expenditure should no: alsO'· 
be undertaken on preliminaries such as land acquisition, Railway lines and": 
sidings, side preparation etc., prior to investment decision. At the project 
formulation stage a preliminary and broad considera~ion is given to the
question of priority and to the pOsition of the investment proposais in the 
context of the Annual and Five Year Plans. This stage is usually relevant 
well before ,preparation of Annual/Five Year Plans by the administratfvt 
Ministry concerned with the public sector investment or when investments: 
not already provided in the Plan are proposed from time to time. The
administrative Ministry should very closely associate the Planning Com-· 
mission at this stage. It is also necessary during this stage to associate ~ 
Plan Fmance and Project Appraisal Wing, and where foreign exchange
implication is seriolis, the Department of EcoDOlJlic Affairs also. At:er 
such consuhation a report should be drawn up, incorporating the views of 
the concerned agencies where differences exist, by the administrative 
Ministry, for submission to the Public Investment Board through the· 
Plan Finance and Project Appraisal Wing. A Feasibility Report should'. 
be prepared if the Board, after considering the report, directs so. 

~ 
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8. In the second stage ~ preparation of the Feasibility Report suffi
cient copies thereof should be sent by the a,dministrative Ministry along 
-with a note containing their views and recommendations to the concerned 
Financial Adviser in the Department of Expenditure. He will immediate

:Iy forward for comments copies of the Report to the Planning Commission, 
Bureau of Public Enterprises, Plan Finance and Project appraisal Wing in 
:the Department of Expenditure and to the Department of Economic 
Affairs and any other agency, deemcd necessary considering the contents 
-of the Feasibility Report. Such comments should relate largely to the 
'broader issues which require consideration at a high level at the beginning 
..itself. Examples of such issues are:-

(a) The contribution of the project to the economic and social 
objectives and adherence to concerned policies of Government . 

. (b) The advisability of undertaking the project in the public sector. 
~ the joint sector or leaving it to the private sector; 

(c) Availability of Plan Funds. desirebility of diversion of Plan 
funds to the new projects from those already on hand; 

.(d) The plant capacity and the timing of the investment in the light 
of supply and demand balance including export possibilities of 
the product/service 10 be provided; 

(e) The economic benefits of the project as distinct from financial 
returns; 

(f) Crucial assumptions in the Feasibility Report which are likely 
to affect the performance of the commissioned project in re
lation to the claims made thereon in the Feasibility Report; 

'(1) Major technological and constructional aspects which may have 
a bearing 'on the investment decision. 

9. The Financial Adviser will arrange to obtain the comments expedi
'tiously, consult the administrative Ministry concerned if necessary and 
prepare a report suitably incorporating the comments of different examin
;ng agencies and further views of the administrative Ministry. if any, The 
number of internal and inter-Ministerial meetings and consultations should 
to kept to the minimum with a view to cutting down the time taken in 
preparing the Financial Adviser's report. This report along with the Note, 
if any. from the administrative Ministry will be forwarded to the Plan 

'Finance and Project Appraisal Wmg by the Financial Adviser. The letter 
will prepare a final aPpraisal report for the consideration of the investment 
Board bringing out the essential points of and enclosing the note of tho 
.1ldministrative Ministry, of the Financial Adviser and of the Proje~ 
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Appraisal agency of the Planning Commission, if any. This final appraisal 
lIeport would examine in detail the financial and economic features of tnc 
propose,d investment, of the assumptions made relating to production, 
prices etc. The decision of the Board on this appraisal would be either 
to ahead with the investment or to drop it or to modify it. Following an 
affirmative investment decision, the Financial Adviser will give specific 
financial sanctions for essential preliminaries of project execution which 
will not depen,d to any serious extent on the Detailed Project Report to be 
prepared subsequently. Such sanctions will be preceded by a quick 
examination of such details of the project as the Financial Advisers may 

.deem necessary and that did not figure in the deliberatiOllS of the Board. 

10. It will be the responsibility of Plan Finance and project Appraisal 
Wing besides furnishing its comments on the Feasibility Report to tbe 
Financial Adviser to: 

(a) Keep in touch with the Financial Advisers to ensure that 
Feasibility Reports are examined expeditiously; 

(b) get the meetings of the Board convened as frequently as may 
be necessary; 

(c) prepare the final appraisal report covering the main issues 
arising out of the comments referred to earlier and place it 
before the Board. 

11. Normally, a Feasibility Report should be brought up before the 
Board along with the Appraisal Report within a period of three 
months of the receipt of the report. Project !proposals not ready for 
decision of the Board within three months of their receipt should be 
periodically brought to the notice of the Chairman of the Board by the 
Project Appraisal Wmg. 

12. It is, however, the responsibility of the administrative Ministry to 
'ensure that Feasibility Reports contain all essential data, presenting 
meaningful alternatives with adequate analysis for choice and that they 
are sent for scrutiny in the Ministry of Finance well in time so that haste 
in scrutiny vitiating its usefulness is avoided. 

13. The appraisal report to be considered by the Board will be circu
lated to the members of the Board at least a week ahelld of the meeting 
and should be sent to the administrative M"mistry at least a fortnight ahead 
of the meeting. This is to enable the administrative Ministry to be fUlly 
prepared to clarify questions likely to be raised by the Board. 
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14. This Of&:e Memoranrum supersedes the circulars· hitherto issued 
on the subject scrutiny of Feasibility Reports, DOted below, and modifies 
the relevant portions of the minutes of the Meeting circulated vide Depart
ment of Expenditure note No. F.4(3)-E(Coord)/71 dated the 30th July. 
1971. 

Sd/- M. R. Yardi 

(Expenditure} 

Secretary. 

EXPEDITIOUS REV~SION OF CAPITAL COST ESTIMATES AND 
ITS IMPACT ON THE ECONOMIES OF PRODUCTION. 

Under the powers delegated to the Board of DireCtors of public enter
prises for sanctioning capital works vide the former Ministry of Commerce 
and Industry O.M. No. Pr.C7(1)/61 dated 15th May, 1962, (See page 
F. 56) the public enterprises can proceed with the execution of the pro
jects once the detailed project reports and the detailed cost estimates have 
been approved by Government. A reference is required to be made to 
Government only in the case of variation of more than 10 per cent for any 
particular component only in the approved estimates. Cabinet approval 
would, however, be necessary in cases where the increase is over 20 per 
cent of the level of investment earlier envisaged. 

2. The necessity of expeditious sanctionin~ 0{ the revised capital cost 
estimates, etc. was also emphasized in B1"E O.M. Nos. 1(12) (67) Fi, 
dat.22-9-67 (il) 9(1)-F.(67) dated 22-9-67 and (iii) BPE 3(4)/ 
Adv(F)/69 dated 30-8-69 (See pages F. 57-58). It has, however, been 
observed that in spite of these instructions there have been considerah}e 
deJay in certain cases, in the sanctioning of the revised capital cost esti
mates, etc. which have been adversely commented upon by the Committee 
On Public Undertakings in their 19th Report on Heavy ElectricaJs (I) Ltd., 
and 21 st Report on Bharat Heavy Electricals Ltd. The Committee has 
made following recommendations:-

Recommendation No. 3 of the 19th Report of the Committee on PubliC" 
Undertakings. 

• 1. Do No. 3213-5 
OPF)/67 dt. 5-9-67 from Shri Govindan Nair addressed t~ 
Secretaries, Central Economic Ministries 

2. O.M. No. 2 (75) /68/BPE(GM) dt. 23-4-6$ from BPE; 
addressed to all Ministries /Departments 

t 3. No. 2400-PF.I1/68, dt. 28-8-68 
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"Time is the essence of success of any commercial undertaking. Th~ 

Committee regret to note that delay of about two years occurred in sanc
tioning 1Ihe Revised Project Estimates of the UndertakiDg. The Manage
ment of Heavy E1ectrica1s (I) Ud. took more tban a year to approach 
Government for sanction of the revised project estimates. of Rs. 6,llO.61 
lakhs after they were approved by the Board of IJin:ctors of the company 
and the Government took another ten months to accord their sanction t!l' 
the above mentioned revised estimates. During evidence it was conceded 
that Government should have taken much less time. The Committee are 
convinced that both the Management and Gdvemment had taken more' 
time than what was warranted. The Committee are surprised that the 
project Estimates were revised five times. The Committee recommend that 
Government should lay down clear guidelines in the matter and the pro
cedure for processing the revised estimate should be stream1ined with a 
view to finalising them and communicating the orderS without loss of time-. 
The Committee need hardly point out that while examining such upward 
revision of estimates, Government should' go into its impact on the 
economics of production; in fact the estimates should be so realistically 
framed that there should be no need for their revision". 

RecoDUDelldation No. 2 of die 21st Report of .fle Committee on Publie 
UDdeI18IdDp. 

'The Committee take a serious view of the fact that it took Govern-· 
ment more than three years to sanction the estimates subMitted by BHEL 
in December, 1966. It is regrettable that in spite of the recommendatiol1'" 
of the Committee on Public Undertaking in their 39th Report (1967) that 
Government should accord its sanction to the estimates without any delay 
no serious efforts were made to expedite the sanction of these estimates. 
It bas been admitted that there was considerable delay on the part of Govt. 
in sanctioning these estimates. However, no responsibility has been 
fixed for this delay as suggested by the Committee in their 16'h Rerort 
(1967-68) . According to the Ministry these revised estimates were
examined in consultation with the Ministry of Finance and the Bureau of 
Public Enterprises which took some time. As no particular officer was 
responsible for the delay the question of punishing any deJiquent omcer in 
this connection does not arise. 

The consultation among the various departments of the Government 
of India can hardly justify the delay of more than three years, in sanction
ing the estimates. The Committee, therefore, consider that the procedure 
should be streamlined to avoid such delays in sanction of the estimates'·. 

3. It is, therefore, reiterated that the question of revision of the capitat 
cost estimates should be taken up as soon as it is felt by the public enter-
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.prises tkat the -original estiDmtes are going to be exceeded and every effort 
1Ihould be made to expedite the sanctioning of the revised cost estimates by 
.all concerned. The revision of the capital cost estimates would also 
:generally affect the profitability of the project. It is, therefore, imperative 
that while examining the upward revision of project cost estimates its im
pact on the economies of production is also carefully examined. 

4. In this connection reference is also invited to Deptt. of Expenditure 
(Plan Finance Division) O.M. No. 26(6)/EF.II/70 dated 3Q..9-72 consti

otuting a Public Investment Board, (See page F-114).One of the main 
fUDctions of tbe Board will be consideration of proposals for revision of 
~ost estimates which aceed those approved at the 'time of investment 
~ecisiOD. 

S. The Ministry of Industrial Dev. etc. are requested to bring tbe con
tents of this O.M. to the notice of all public sector undertakings under their 
.administrative ·control. 

~ 
.{No. BPEI:l(18S)/Adv(F)/72 dated 24th November, 192]. 



APPENDIX m 
(See Reply to Recommendation No. 3S Page 39) 

Copy 

No. F. 1(1O)IPF-III76 

Government of India/Bharat Sarkar 

Ministry of Finance/Vitta Mantralaya 

Deptt. of Expenditure/Vyaya Vibhag 

(Plan Finance Division/Yojna Vitta Prabhag) 

New Delhi. the 17th April, 1976 

28 Chaitra, 1989(S) 

OFFICE MEMORANDUM 

SUB.JIICT:-Investment decisions-Working out cost estimates for. 

Under the existing instructions, for securing investment approval for 
~xpansion of existing schemes or establishing new schemes or new lines of 
production by any stat~wned public corporation, company, enterprise or 
project, the estimate of cost are worked out and submitted along with 
feasibility reports to the appropriate authority to give a clear idea of the 
financial commitments involved in taking the investment decision. The 
limit upto which the administrative Ministries are themselves competent to 
sanction variation in the approved cost estimates has been prescribed in 
the D.F.P. Rules, 1958, as modified from time to time. Wherever the 
<:osts exceed the original estimates, approval of the competent authority for 
tbe revised cost estimates is also to be obtained. 

2. It has been observed in a number of cases that administrative autho
rities come up with proposals seeking approval for revised cost estimates 
involving substantial excess over originally approved estimates within a 
relatively short time of initial approval, and in some cases the cost estimates 
are market by increases of over lOOper cent and more. While such cost 
increase have often been attributed to escalation in cost of material/equip
ment and increases in duties and taxes, it bas also been noticed that 
increases in cost are also on account of inclusion of new items of works and 
.pment changes in the scope of the project, insufficient provisions in 
initial estimates, etc. 
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3. Attention of the admimstrative MinUtries is invited to Ministry of 
Finance, Department of ExpeDditure, Memo No. 26(6)/PF.II/70 dated 
30th September, 1972 which men to the broad issues that require CODSi
deration at the initial stage ittetr. in proposals for investment decisions, 
particularly regarding crucial assumptioDs in feasibility reports which are 
likely to affect the performance of the COIIlIDissioned projects. It is also. 
requested that the adminiltrative Ministries should enaure that feasibility 
reports are drawn up as indicated in the "Guideliues for the preparation of 
feasibility reportll for industrial projects" prepared by the Planning Com-
mission and commWlicaled vide Ministry of Fmanc::e Department of 
Expenditure. O.M. No. 8(20)fPF./II/75 dated 23rd August, 1975. 

4. While considering a recent propo&al seeking approval of revised cost 
estimatel, the Cabinet has emphasized the need for the submission of more 
carefully worked out estimates before seeking investment approval decisions 
and entering int~ commitments. 

5. It is requested that administrative Ministries should while seeking 
investment approvaL ensure that cost estimates are not only carefully 
worked out but are also complete in aU respects. and also further ensure 
that commitments are entered into only after investment decisions are 
taken on the basis of carefully worked out estimates. 

To 

Sd/-
(Ajit Mozoomdar) 

SecrelllTy of the GoveT'IVIV1It of Indio 

Secretaries to all Ministries/DePartment etc. of the Oovermnent 
of India. 

All Financial Advisers and Branches in the Department of 
Elpenditure (Civil). 



APPENDIX IV 

(See Reply to Recommeltdalion Nos. 37 and 39, Page 44) 

DRAFT REPORT OF 11tE EXPERT COMMITTEE CONSTITUTED 
BY GOVER.NMENT OF INDIA TO ASSESS THE SUITABILITY 
OF mE SITE AT TUU AND RECOMMEND MEASURes FOR 
SLOPE PROTECTION 

The Third and final meeting of the Expert Committee for examining 
and coDSiderin, the question of soil at the site of the Paper Mill of Naga
Jaad Pulp aDd Paper CoIIIpeoy at 't'uli (Nagaland) took plac:e oa 1.stb 
January, 1977 at HUtdustan Paper CorporaUoa I.imlted 0fIIce at Nehl1l 
Place, New Delhi. 

~. The FulJuwing were preo<nl : 

I. 8hri V. K. Joohi, Din:ctor (c.nab), C.W.C. Claairman 

~. 8hri R. V. Cbalapadai RaG, Director, Geol.,.;cal Suney 
of India. Shilloag. Member 

3. Shri N. K.. Cbakrabani, Deputy Advioer (c-.t.) 
Bureau of Public Enterpriln Member 

4. Dr. N. Som, Reader of Civil Eawi.....,.iog. Jadavp .... 
Univenity.. Member 

5. Slui R. Agarwal. General Manager. ~PPC, Tuli. By Spttialln"italioR 

6. Shri D. K. Thakurta Senior Project Bngin .... r H.P.C., 
Cal ...... 

,. Shri S. D. Gars. Project Co-ordi_. HPC, Caleutta. • 

8. Shri A. K. Dbawan, AIott. ~ctGr (CaDah), Central 
Water Commiloion. . 

3. 1'be Committee memben reviewed tbe minutes of the two earlier 
meetiDp aad also discussed the data made available sublcqlleat to me 
"lIeCODd meeti.... Tbeee data consisted of the pol'" plan of die 
fouadatioo for a part of the Paper Mill lite at Tuli, made avaitable by die 
<ieotop:a\ Survey of ladia and tbe CODtour pI.,. of the slopes. as they 
eDIt after 1976 mOlllOOll. supplied by Nagalud Pulp aad Paper Compuy, 
The Memben discussed the acceptable criteria lor safety of the *'Pes and 
Gecided upon the followin& factors of safety: 

Slope Stability 

Witbout earthqukr 

Wilh <'¥thqum 
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P«tory of Sakty 

,·s 
, ... 
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4. The terms of reference of the Committee were as under:-

(a) To go into the question of fundamental stability of the Tali 
lite and its soil conditions; 

(b) To specify the protective worts required to be taken at the 
mill site to avoid sliding of the bill slopes or &inking of the 
soil it the area. 

S. The Committee after detailed discussions agreed upon the following: 

Stability of TuU Site and Soil Conditions: 

S.1. The Committee considers that there can be DO such concept as 
"Fundamental Stability' by Itself. The 'tability of oy site Is assessed 
with respect to the envisaged loading from plot structures/buildings in 
relation to environmental conditions like elimate, geology, tleismicity etc. 
The Tuli site ii located in a 'highly seismic zone. The foundation geology 
of the Paper Mill consists of clayey sequence with small bands of friable 
sand roack. The plant site is located in a heavy precipitation area in 
Nagaland. The yearly rainfall Is of the order of 2S0 ern. 

S.1.1. The cross sectioos of the hill 'llopes around the site indicate that 
the present slope angles vary in general from 24' to 33' and the heights 
of the slopes range between 20 and 32 metres. It is in the light of these 
site conditions that the stability of slopes was assessed. 

S.1.2. The foundation material Is not sensitive. The site is however 
vulnerable to slides, which may take place in the main plant area if ingress 
of rain water into the subsoil is not eftectively prevented. 

5.1.3. It is reoommended that the entire plant area at platform level 
(+ IS6m level) be completely paved with billi111inOUS or concrete pave
ments (escluding the areas protected by plant structural and an surface 
l'UD-oft led into the plant area drainage system. The peripheral road and 
drains with catch pits od out taU pipes constructed in 1976 may be suit
ably integrated with the plant drainage. This surface drainage sbouid be 
able to cater for a minimum precipitation rate of 5 em. per hour for a 
aizeable period or a cloud burst cI. 10 em. per hour for a shorter duratioa 
of leu than an hour. 

Protective FMGfIII'('$ req,,;red to be talent up at the min sin to avoid slide-
of the ItJU slopa:-

5.2.1. The soil tests bave indicated that the sub-tol1 bas generally a 
low clay COftteIIt, Zero cohensIon and an ansJe of shearina resistence or 
29". I. IUCh a material, to meet the stability criteria indicated in para 3,. 
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a slope angle betwecD: 24<' and 25· wauld be. required: to. be maiAtained' .. 
From this considcratioa the slopes oa the western side, particularly round 
the Digester House are steep and do not measure upto the stability criteria. 
5taDd in para 3. These slopes and certain other areas will need remedial 
measures for stabilisation as indicated in. the fGllowing paragraph. 

S .2.2. Based oa the above· consideration and tbe pro&imity of the plant 
ItrUcture from the edge of the slopes a scheme 01. priority is required to 
be developed for the slope treatment. The most vulnerable plant struc
tures ~ the Digester House and the Chip Silos. Slope treatment near 
them is of immediate necessity. On the northern side, adequate &pace is 
available so that in an event of the slopes Battening out by themselves, 
there wiD still be room left ta undertake remedial measures without affect
ing the main plant structures and tbe working of the plant. The priority 
of the slope treatment has therefore been determined with respect to tho 
existing state of slopes and nearness to critical plant structures: 

I. FIRST PRIORIlY: 

(A) Soarthern Slopes betwear Grid' Linet 3 and S, adjacent to
Chip SUos. 

(B) On the western slope betwccn Grid Lines A and P, opposite 
to retaining waIl Nos. 4 and 3. 

(e) Eutcrn and Southern slopes of die rmlin plant approach road 
between grid lines A and D: 

n. SECOND PRIORIlY: 

(A) Between Grid Lines G and S on DOTth western slopes.. 

m. 1HIRD PRIORITY: 

(A) NorthcrD Slope around Grid' Line 9 opposite to Retaining· 
Wall No. 2. 

(B) Nonhern slope around Grid Line 12 opposite to· Retaiuilll" 
Wall No.1. 

In 80 far as the above two items UDder third priority are conce~ 
IOIDC remedial measures have already beeD takcD aDd though the 8DJIer. 
of slope are mare than that can be theoreUcally permitted, tlicte is DO' 
apparent sign of distress. They can therefore be watched for another one 
or two JDODIOOIIS before the remedial measures II'ct implelnened. 
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5.3. Tbe Ceaaittee after COIIIideriDg diffcsc:ut IDIthods of atabiIisiBs 
IllIe slopes rOCOllllDCGCls the foIJowiDg remedial mcasures:-

FIatteaiag Di the elopes to a slope aacle 01. 24· will be aecesnry in 
the vulnerable areas indicated in tile para 5.2.2. This may be doae by 
filling and copacting the earth in layers of about 30 em. from the toe of 
the slope upward, upW - 156 m. elevation of the pIaat area. The com
'paetioa of die Ille4 material sbouId be 10 cIoDe as to acbieve a reasooably 
aatiafactory dry deDSity. 

S.!.1. To eumine the feufbffity of implementing the aforesaid reme
dial measures, S/Sbri R. V. Cbalapathi Rao, Dr. N. Sam and N. K. Cbakra
~arti, Members, visited the site between 29-1-1977-1-2-1977, as per de
cision taken in the meeting held on 15-1-1977. From the site examination 
it is found that sucb a flattening of thesJope would interfere with the 
natural drainllge course between Grie'! Lines A and F at the toe of the 
'Westera slope. At this location it would be necessary to provide for 8 

water way with a bose pipe of adeqnate diameter for the required length 
and the earthwork can be carried oat on top thereof. The necessary dia
meter for the pipe may be worked out on tbe basis of the rate of precipita
tion indicated earlier in para 5.1.3. 

5.3.2. By snch flattening of the slopes between grid1ines A and F. a 
vaney will be formed on the western flank. The surface run-off from this 
vaney could be led away by providinJ a longitudinal surface drain as 

:-indicated in Annexure enclosed. 

5.3.3. The northern slopes between gridlines 5 and 6 are abutting 
against the area earmarked for the coal yard where earth work is in progress 
10 bring it upto - 125 metres level. While it woakI ba~ been desirable 
to flatten out these slopes under second priority. it may not be possible to 
-do 10, IS their flattening will encroach on the Coal Yard by as much as 
15 metres. This area may be watched for two more mODSOOftS and assign
ed apriority. as the situatioD demands for flattening of the slopes generally 
prescribed. 

5.3.4. On the easter slope behind the workshop building some excavated 
'1II8terials hne been dumped. Flattening of this dumped material to an 
angle of about 24' is called for to prevent slides in the dumped material 
which may po!IIibly drag along wiBI it some paretIt material. 

S.3.5. It woaId be desirable to complrte the items indicated against 
11m priority IS early as pouib1e. From our lite C'uminatioa it woulcl 
;.appear that DO clcarth of tiD IIl8tenlll 11 uticiplted. 
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5.3.6. The Committee would also like to mate a geDeIIl recommeada
lion to grow on the slopes plants lite Khagra aad Bhutan, reeds which are 
typical to tbis area or any others that may be rcc:ommeDded by the Fotelt 
Department of NapJaad. This would promote increased reaistallCle of the 
slopes to soil eJ'OliOll. 

(Sd.) v. K. JOSHI 

Chairman 
(Sd.) DR. N. SOM 

M~mber 

(Sd.) R. V. CHALAPAnn RAO. 
Me",~, 

(Sd.) N. K. CHAKRABARTY. 
Me",kr 



APPENDIX V 

(See Reply to ReoolDDlCndation No. 25, Pa&e 64) 

COPY 

FINANCIAL MANAGEMENT IN PUBLIC UNDERTAKINGS, 15TH 
REPORT OF THE COMMITTEE ON PUBLIC UNDERTAKINGS 
-N~ED FOR DEVELOPING EFFICIENT COST ACCOUNTING 
SYSTEM. 

The Committee on Public Undertakings in its 15th Report on Financial 
Management in Public Undertakings have observed as under:-

"The whole economic success of any project depends on an efficient 
and accurate system of cost contro\. The Committee would, 
there~ore, urge that a proper costing system should be intr~ 
duted in all public undertakings. Without a proper costing 
system, it will not be possible to fix the prices correctly and to 
exercise adequate control over various elements 0( cost." 

"The Committee further consider that since the detailed project 
report is the basis of judging the profitability of a project, 
Government should insist that estimate of the cost of produc
tion must be included in the detailed project report. The vast 
experience gained so far in establishing and running of indus
trial projects should be utilised in making available to the 
consultants/collaborators such data as may be required by 
them for correctly estimating the cost of production and for 
making an independent check of the estimate made by them." 

"The Committee oonsider that such undertaking will be in the best 
position to judge whether or not the integrated system of cost 
and financial accounts would be suited to it. But whatever 
the system, collection of cost data should be completed as 
speedily as possible. It will be seen from the statement at 
Appendix XVI (Not reproduced) that in a number of under
taking the compilation of cost data takes more than a month's 
time, and in some cases it takes as much as three months. 
Prompt steps for cost reduction can be taken only if full data 
for cost analysis is readily available. The Committee there
fore recommend that the undertakings should gear up their 
costing organisations so that OOst data is compiled by each 
undertaking within the shortest possible time". , 

106 
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The Committee feel that introduction of standard cost is vel')t necessary 
for exercising effective cost control. The standard cost should be calculat
ed on the basis of normal levels of activity and efficient and should be re
viewed periodically so as to take into account changing conditions. There 
may be some difficulty in expressing the standard cost in monetary terms, 
as due to the all round increase in price, standard cost is likely to become 
out of data very often. The Committee, therefore, consider that it will be 
advantageous to lay down physical norms for determining standard cost, 
i.e., the quantity of materials that should be consumed per unit of end pro
duct, labour hours, machine hours etc. per unit of end product. 

2. Government have accepted these recommendations and attach great 
importance to an efficient development of cost accounting system in all 
undertakings. In this connection reference is alsc. invited to this office 
circular No. 2(43) /66 dated 5th September, 1966. In the case of manu
facturing.industries, it will be desirable to develop an integrated system of 
cost and financial accounts so that the necessity of frequent reconciliation 
of figures between financial and cost accounts is avoided. Standard costing 
bas been recognised as an essential management tool for the purpose of 
cost control. Standard costing provides the necessary data against which 
actual performance can be compared and variations determined for intiating 
necessary remedial measures. 

3. The Ministry of Industry etc. are requested to bring the contents of 
this O.M. to the notice of the undertakings under their control and impress 
upon them the need to organise a sound cost accounting system based on 
integrated system of accounts wherever possible, and also develop the 
standard costing at a very early date. 

[BPE No. 46/Adv(F) BPE/68/12 dated 12th September, \968] 



APPENDIX VI 

(See Reply to RecommcodatiOn No. 2S, PIIF 64) 

COST CONTROL IN PUBLIC SECI'OR. UNDERTAlQNGS-SUBMIS
SION OF COST DATA, ETC. TO THE BOARD OF DIRECTORS. 

1be uDdcrsigaed ia directed to state that it bas been observed that in 
many public eector UDdcrtakiDp adequate COR records are not maintaiDed 
aDd linked witb the Financial Accounts. There is also delay in prepara
tion of cOlt ltatemeats. It ii, however, of utmost importance that cost 
data is presented to enable them to take corrective action and policy decl-
1ioIlI. 1110 FbwIce MiniIter bas empbasiJed in tbis c:oanec:tion the utmost 
Deed for COR c:oosciousnes. and bas stated that all relevant information 
should be made avaUable by the managements to the Boards of Directors 
10 that the tatter could keep a coatinuous watch on costs. He bas also 
pointed out that productivity should be carefully watched and for tbis pur-
poI8 IICICeIIUY wort studiea undertaken. Control 01. Inventories is another 
to wbk:h .tteDtion should be given by Board of Directors. 

2. MiDiatry of Industry etc. are, therefore, requested to bring these 
observations to the notice of the Board of Directors of the Public: Enter
pritea which they are concerned. The Board of Directors may draw up 
detailed procedure to ensure that cost analysis is made promptly and 
watched carefully that cost statements are fully rec:onc:iled with Financial 
Ac:c:ountl, tbat productivity studies are undertaken and regular system of 
Inventory eomrot lIItroduced. 

[BPE No. 2(43)/66-F.l dated Sth September, 1966] 
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APPENDIX \'11 
(~e Reply to Recommendation No. 34. Pqe 84) 

AIIM.mre-/ 

Re: REVISED PROJECT CAPITAL COST AND PROF1TABIUTY OF 
NAGALAND PULP AND PAPER COMPANY LIMITm>. 

As per the reviled Project C,apital Cost Estimates made by the HiDdus-
tan Papec Corporatioa/Natiooal Iudushial DevdopmeDt Corporation in 
August, 1975. the total COlt of the Project was of tM order of RI. 62.65 
crores, which was further iDcreIIcd CO RI. 63.13 c:rores II a result of further 
iDfonutioa tec:eiwd. reprcIiq the diluent treatment I)'!IteI1l from NIDC. 
SiDce this ca~ cost wu c:oasidered on die high side. a Committee 
coasisting of the foUowiDg memben were appointed OIl 19-12-1975 by the 
Chairman-crun-ManaJiIll Director. to determine the correctness of these 
estimates and to sugest ways and means of reducilll the cost of the 
Project, if possible: 

S.'C;hri \" P. G"I,,·I. upc-rt ·-Pulp and Paptt • . !Iiernbrr 

:'\,K. Chakranrt)'. Deputy Adv .... BPE . !Ii""brr 

R. 1Iliobra. GnwTaI Man.,- (ES) Hindllllan P.~ Gorpn. . MrmbN 

'Dr.' .\. Panda. Gmcral Man.,- (TS) Hindu.tan Papa Corpn. Mrm ...... 

p, :,\, lilt.Vt1\ll. P"~r'C1 Man.,-, sIne Mrn.bN 

:'\,D .. \garwal. Financial Ath·;"". Hindus,an P..,.... C'.orpo. • C'.oD\,rnor 

2. The detailed project ettimate prepared by HPC/NIDC in Aupst. 
1975, was reviwed by the Committee. The Commiaee helcllOYeral meet
inp in the Head Office of the Corporation. S/Sbri Gobel. B. Milra aad 
N. K. Otakravarty also visited the projcct lite at Napland from 3-1-1976 
10 5-1-1976 to have a look at the aile condition. in detail before cumill
ina the estimata prepared by HPC/NIDC in AugUlt. 1975. 

3. The Committee has tried to make the estimates as ralilcic as poIIIible 
uplO Jaauary. 1976. AccordiDaIY. the total Capital COlt of tho Project 
comes to Rs. 62.12 c:rores iadudinl price escalatioa of RI. 10.17 c:rores 
as apiDIt the previoua eItimate 01 RI. 63.13 c:roret. Tbua. it wiD be Jell! 

that 0IIIy a Bet living of RJ. 1.01 c:rores could be pouible, .. per ADDemre 
• A' eadoIod. 

4. So far as the plant aad madilllei)' ~ concerned. die etrimata baft 
beea made OD die .... of actual wIae of orden aIIady placed ad 
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quotations recetVed and as some of these contracts have clauses regarding 
price escalation Pased on increase in price of material and labour, it was 
estimated that roughly an amount of Rs. 818 lakhs would be payable upto 
December, 1975. It is also eatimalod that on spare parts in amount of 
Rs. 37 lakhs may A,ave to be paid as price escalation. Thus, the total 
amount of price escalation on plant and machinery and spare parts payable 
upto December, 1975 would be of the order of Rs. 1155 lakhs as per 
Annexure 'B' enclosed. Since at preseot we are p~acing all orders with a 
firm prico during the delivery period. no price escalation has been taken 
into account apinJt future orders, panicularly in view of the fact that 
priceS are now more or less stabilised. 

5. So far as the civil worJu are concerned, the work reJ,ating to the 
factory buildings has been estimated on the basis of the rates in existeDCe 
witb the National Projects Construction Compaay Limited. However, as 
per their contract, they are insisting for higbCl' rates with effect from 1 st 
January, 197&- It h,as been estimated that the remaining work relating 
to the factory buildings will cost an additional amount of Rs. 1.62 crores, 
which has been taken in the price escalation statement (Annexure 'B' 
enclosed). So far as the township buildings are concerned, the estimates 
are qased on the actual cost incurred upto 31st December, 1975 and for 
the remaining work at the rates prevailing as on 31st December, 1975. 
Therefore, no price escalation has been taken in the estimate for the 
township work in the hope that there will not be any further price increase 
from 1-1-1976 in view of the stabilisation of prices. Thus, the total cost 
of price escalation on plant and machinery and civil works has been revised 
from Rs. 11.10 crores to Rs. 10.17 crMes (as per Annexure 'B' enclosed), 
which takes into account the price escalation upto 31st DecembCl', 1975 
only. 

6. The Committee has also gone into the profitability of the Project on 
the basis of Revised Capital Cost and the lateSt price of inputs as wen as 
the present market price of paper. The qu,antities of inputs have also 
been revieWed and revised where considered necessary. On this basis, a 
revised profitabiJity statement has been drawn as per Annexure 'C enclosed. 
It would be observed from this statement that the cost of production per 
tonne would be RI. 4596/- as against net sales re,alisation of Rs. 4034/
per kIIlDC of paper. This would give a loss of RI. 185.25 lakhs per 
annum. This loss is like1y to be further incre.aIed by about one crore 
rupees in case the caustic c:.blorine is not produced by the mill and pur-
chaaed from the market. It is therefore essential in the opinion of the 
Committee that the project must produce its own calDtic chlorine and the 
State Government should be persuaded to provide the requisite electricity 
for the caulltic cblorine plant. 

7. The Committee also felt that the Capital Cost of the Pro;ect is very 
much 011 !be high side because of difticult terrain and the necessity 01 
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purchasing two pulp mill and two paper machines inste,ad of a single line. 
It is estimated that the Project has been burdened by at least Rs. 12.65 
crores on account of these taotors, as per Annexure '0' enclosed. The 
Corporation might COIlSider if &his extra cost could be given by the Gov-
ernment as a subsidy. ' 

8. Since the Project is likely to suffer with heavy ,annual losses, it PlIly 
be considered if the debt equity ratio may be changed from 1: 1 to 1: 2. 
In case the Government agrees to &rant the subsidy as suggested above 
and to finance the Project by the debt equity ratio of I: 2, the net loss per 
annum is likely to be reduced by Rs. 179.02 \akhs, still leaving a net deficit 
of Rs. 6.23 lakhs per annum (as per Annexure 'E' enclosed). 

Sd./- V. P. GOHEL, 
Expert Pulp & Paper 

Sd./- B. MISRA, 
General Managa (ES) 
Hindustan Paper Corpn. 

Sd./- Y. N. SHARMA 
Project Manaaer 
N.I.D.C. 

Sd./- N, K. CHAKRAVARTY, 
Dy. Adviser B.P.E. 

Sd./- DR. A. PANDA, 
General Manager (TS) 

Hindustan Paper Corpn. 

Sd./-' N. D. AGARWAL, 
• Financial Adviser, 

Hindustan Paper Corpn. 



!.No. 

It.. 

B. 

C. 

D. 

&. 

F. 

G. 

H. 

I. 

ANNEXVIlE -'/1' 

NAGALAND PULP AND PAPER COMPANY 

C~ Con E ... "" .. 

Major Heada Original 

Ill. Laa 
Laad 1'00 

Civil Worb 830' 9<> 

Plant ani !'.hc',inery S~71' 44 

Projecti.,. Coot 513' 811 

IDicial Sp.rea 147'00 

Townohip 3SO-30 

Price Eocal.tion J 110·00 

Martin Money 88'00 

Lime ltilD 

TOTAL 

112 

New reviled 

1'00 

/bo·sS 

~211'68 

513. 88 

145'gB 

sal' 00 

10.,'00 

88'00 

16'00 
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NAGALA;IID PULP Al'i"D PAPER. CO. 

A. Difl'erf 'te In eJit due to dillicult Terrain 

I. Civil coot includi"lland • 

2. Pulp Mill 

3 .. Boiler and D.M. Plant 

4· Piping a: Filti .... 

5· Inward rreight 

6. Erection chargeo 

,. Storage, 

8. General eo ... tructioo chargCl , 

9· IntqClt 

10. TOWIIIhip 

II. Eocalation 

TOTAr.-A 

B. Oift'erenee in coot due to two lines .. against ODe. , 

mNEXURE-'D' 

Amount 
a: Ro. 
Lakhs 

1186'20 

30'00 

5'00 

10·00 

18'10 

35'00 

13'O!I 

9 1'30 

53,'10 

,28'60 

,265' 70 

ANNEXURE 
NAGALAND PULP AND PAPER COMPAliY 

'8' 

RwWd ProflIMilily 
(IU. in lakho) 

I. IhFrci4/;'" 

(a) Reductinn in P a: M ('.0It. -953'88 

Rduclion in depreciation at '0% with 5% residual value go'i, 

(b) Civil coot 
Reduction. . • . , . 
Depreciation at 5n~ with 5% ruidual value 

(c) Projaeting COlt 

Reduction 

Depreciation 10% • 

2. Interest on LA-, ',NItS bonotlli", 
Reiuctioo in Loan Capital 

TOTAL I. 

Reiuctlon in in_ at 10' 5% per 
anllWll on ave,. 

• -1592' 5" 

, . 
i10·51 

73'10 

1'/9''''' 



APPENDIX vm 
(See Reply to Recommendation No. 48, page 85) 

No. F. 1/53/OC/67 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

(Department of Economic Affairs) 

New Delhi, the 16th November, 1967 

OFFICE MEMORANDUM 

SUBJl,CT: Procedure in regard to deputations/delegatio_proposed by 
public sector undertakings. 

The undersigned is directed ·to state that the question of modifying the 
existing procedure regarding the scrutiny, approval and release of foreign 
exchange in respect of proJlOSials for deputation/travel abroad of persons 
serving in the public sector undertakings owned/controlled by the Govern
ment of India has been under consideration for some time. It has now 
been decided that all such public sector undertakings shall, like private 
sector units, apply directly to Reserve Bank of India (to the concerned 
branch offices) for the release of foreign exchange/passage clearance in 
respect of all their proposals for official visits abroad of their employ~s. 
The Reserve Baok of India will deal with such applications in accordance 
with the normal policy and principles ,applicable to release of foreign 
exchange/passage clearance for travel for business purposes for persons in 
the private sector and the scales of release of foreign exchange prescribed 
by the Reserve Bank for such purposes will also apply to all ~uch c,ases. 

2. There are certain public sector units owned/controlled by the 
State Governments. At preseIlt travel proposals of such units are being 
processed in the Department of Economic Affairs. Wtth the issue of these 
«den such cases would also be handled directly by the Reserve Bank of 
India. Such units ~y, therefore, now apply direct1y to the concerned 
branches of the Reserve Bank of India. 
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3. It has also been decided that the decisions of the Reserve Bank in 
all such cases would be final. Requests, if any, for reoonsiderationl 
review of any decisions of the Bank, may be addressed directly to the 
Reserve ~ of India by the. public sector units. 

4. Administrative Ministries/State Governments are requested to inform 
the public SCC(or units under their control regarding these orders so that 
henceforth they may apply directly to the concerned branche, of the 
Reserve Bank of India. 

S. These orders will come into force with effect trom lst December, 
1967. 

6. These orders will govern all proposals for travel for business pur
poses by the public sector undertakings and are in supersession of orders 
contained in this Department's O.M. No. I (23)/EC/62, dated the 30th 
May, 1962. Tbis revised procedure will, however, not p.pply to cases of 
blanket. release of foreign exchange for export oriented public sector under
takings, which will continue to be governed by orders contained in this 
Department's O.M. No. HI7)/EC/66, dated the 5th November, 1966. 
(copy enclosed). 

To 

All Ministries etc. 

Sd./-
(P. K. KAUL) 

Director. 



APPENDIX IX 

(See Reply to Recommendation No. 48, Page 85) 

No. 2 (63) /69-BPE(GM) 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

Bureau of Public Enterprises 

New Delhi, the 7th July, 1979 

OFFICE MEMORANDUM 

SUBJECT: Tours abroad of incumbents of top posts in Public Enterprises. 

According to instructions issued by this Ministry in November, 1967, 
all Public Enterprises, like the private seclor units, were allowed to apply 
directly to the Reserve Bank of India for the release of foreign exchange/ 
passage clearance in respect of their proposals for all official visits abroad 
of tbeir employees. The Reserve Bank of India will deal with such 
applications in accordance with the normal policy and principles applicable 
to release of foreign exchange/passage clearance for travel for business 
purposes for persons in the private sector, and the scales of release of 
foreign exchange prescribed by the Reserve Bank of India lor such pur
poses will also apply to these cases. With the modified procedure, Gov
ernment control over individual travels of public sector officials has 
lessened. While the modified procedure in regard to clearance of proposals 
for tours abroad of officers of Public Enterprises has been by and largo 
successful and has achieved its objective, cases have recently arisen where 
even the OIief Executives of Public Enterpri~es have gone abroad on 
delegations, witbout apprising the concerned administrative Ministry/ 
Department. 

The position has been reviewed. As a result of the view. it has been 
decided that in future, whenever the Olief Executives of Public Enterprises 
vi;:. OIairman, Managing Director~. etc., have to undertake tours abroad, 
although approval of the administrative Ministry as such need not be taken 
to the same, they should inform the administrative Ministry/Departmalt 
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sufficiently in adv,ance about their intended foreign tours and that Minis-
tries concerned would give appropriate instructions to the enterprises in 
this regard. 

Ministry of Steel & Heavy Engineering, etc., are requested to issue such 
instructions to the Public Enterprises under their administrative control. 

Sd./-
Director, Bureau of Public Enterprises. 

To 

AJ1 MinistriesIDepartments of the Government of India. 

Copy to: 

(i) The Comptroller and Auditor General of India. 

(ii) Production Division/ Adviser (C) / Adviser (F)/DS(J&R) I 
DS(BPE)lPIan F'manee Division. 

(iii) Heads of Expenditure Divisions in the Department of Expen
diture (with 2 spare copies). 

Sd./-
P. K. BASU, 

Director, Bureau of Public Enterprises. 



APPENDIX X 

(See Reply to Recommendation No. 48, Page 86) 

No. BPE/GL-OI8/77/MAN/9(31)/76-BPE(GM)-I 

GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 

BUREAU OF PUBLIC ENTERPRISES 

(General Management Division) 

Mayur Bhavan, (7th Aoor) , Connaught Place, New Delhi 

Dated the 8th August, 1977 
OFFICE MEMORANDUM 

SUBJECT: Tours abroad of incumbents of top posts in Public Enterprises. 

Till November, 1967, the Public Enterprises l\ad to obtain the approval 
of the Government for the foreign tours of their officers, just as in the case 
of similar tours of Government ..servants. Tn November, 1967, Govern
ment decided that all Public Enterprises should, like private sector units, 
apply directly to the Reserve Bank of India (to the concerned branch 
officers) for the release of foreign exchange/passage clearance, in respect 
of their prOJ>O¥ls for official visits abroad of their employees. Conse
quently, the Public Enterprises are not now required to go up to the 
administrative Ministries for the necessary approvals in this regard. Tn 
July, 1969 the position was reviewed and it was decided, in partial modi
fication of the 1967 instructions, that whenever the Chief Executives of 
Public Enterprises have to undertake tours abr~ad, although approval of 
the administrative Ministry/Department as such, need not be taken to the 
same, they should inform the administrative Ministry/Department 
sufficiently in advance about their intended tours. 

The question whether apart from the cle,arance of Reserve Bank, 
sought and given in such cases at present, it is necessary to stipulate that 
the Public Enterprises should obtain the approval of the administrative 
Ministries concerned for the foreign tours of their officers, has been re
examined in the light of the observations of the COPU made tn recom
men$tion No. 48 of the 45th Report on Hindustan Paper Corporation 
Ltd. (April, 1976). Having regard to all the relevant factors, it has been 
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decided that it will be adequate if Chief Executives of Public Enterprises 
inform the administrative Ministries as early as possible about their pr0-
posed foreign tours programmes. It would then be open to a Ministry 
to ,advise in any particulac instance that the tour programme may be modi
fied or even postponed or cancelled. The Ministries concerned could, in 
any case, take suitable steps if there was an instance of excessive and 
unjustified touring abroad. The Chief Executives of the Public Enterprises 
would continue to approve all foreign tour programmes of their subordi
nate employees. 

Ministry of Steel & Mines etc. are requested to bring the foregoing to 
the notice of the Public Enterprises under their ,administrative control for 
necessary action. 

To 

Sd./- KRISHNA CHANDRA, 
Deputy Director. 

Tele: 43730 

All administrative Mini!rtries/Departrnents of the Government of India. 
Copy to: 

(i) The Comptroller and Auditor General of India. 

(ii) Adviser (P)/Adviser (F)/Adviser (C)/Secretary (P-ESB)/ 
Director n&R)/Director (M)/DS(C)/PS to AS&OO, BPE. 

(iii) All l.F. As in the administrative Ministries. 

(iv) Chief Executives of Public Enterprises. 

(v) Secretary, Standing Conference of Public Enterprises. 

Sd./- KRISHNA CHANDRA, 
Deputy Director. 

Tele. No.: 43730 



APPENDIX XI 
(VitU para 5 of Introduction) 

A,usi.1sis ofth, ActioN TGh. h Co.errtmut on th. R,co",,,, .. ,,,,,ion coutain,d in th, 
Bsth R,port (Fifth lAk &.6ha) 

I. Total number of recommendatioDll made • • 63 

II. Recommendationa that have been accepted by Government (Vidl Serial 
Nos. 1,3,4,5,6,7,8, 9, JO, J I, 12, 13, 14, 15, 17, 19, 20, 21, lZ2, 
'3, '4, 26, 27, ,8, '9, 33, 35, 36, 37, 38, 39, 42, 43, 44, 50, 51, 
5', 53, 57, 58, 50, 61, 62 and 63) 

Number 

Percentage to total 

III. Recommendations which the Committee do not desire to pursue in vi~ 
of Govt', reply ( Vid. Serial Nos. " 16, 18, '5, 30, 31, 3', 40, 41, 
45, 46, 47, 49, 54, 55 and 56) 

Number 

Percentage to total 

IV. Recommendations in respect of which replies of Governments have not 
been accepted by the Committee ( y-u/, Serial Nos. 34 and 48) 

Number • 

Percentage to total 

V. Recommendationa in respect of which final reply of Government ia 

45 

71 '43 

16 

3'17 

awaited NIL 
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