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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having
been authorised by the Committee to present the Report on their

behalf present this Thirty-Eighth Report on Hindustan Machine
Tools Ltd.

2. This Report is based on the comprehensive appraisal of the
working of the Hindustan Machine Tools Ltd. done by the Comp-
troller and Auditor General of India as contained in the Central
Government Audit Report (Commercial), 1970 Part IX and also
on an examination in depth of the working of Hindustan Machine
Tools Ltd. upto the year ending 31st March, 1972.

3. The Committee on Public Undertakings took evidence of the
representatives of the Hindustan Machine Tools Ltd. on the 8th

and 9th January, 1973 and of the Ministry of Heavy Industry on the
31st January, 1973.

1

4, The Committee on Public Undertakings considered and
finalised the Report at their sitting held on the 23rd April, 1973.

5. The Committee wish to express their thanks to the Ministry
of Heavy Industry and the Hindustan Machine Tools Ltd. for
placing before them the material and information they wanted in
connection with the examination of the Hindustan Machine Tools
Ltd. The Committee wish to thank in particular the representa-
tives of the Ministry and the Undertaking who gave evidence and
place their considered views before the Committee.

6. The Committee also place on record their appreciation of the
assistance rendered to them by the Comptroller and Auditor
General of India in connection with the examination of the
Hindustan Machine Tools Ltd.

AMRIT NAHATA,
New DELHI; Chairman,
April 27, 1973. Committee on Public Undertakings.
Vaisakha 7, 1895 (S).

(ix)



. I
INTRODUCTORY
A. Historical Background

L1 Till the attainment of independence by the country, no
serious efforts were made for the establishment of a Machine Tool
Factory in India. In 1947, the Government of India set up the
Disposals Utilisation Committee to advise them on the utilisation
of Rs. 400 crores worth of surplus raw material. In their recom-
mendation, this Committee, gave the highest priority to the
establishment of a Machine Tool Factory.

1.2. With the introduction of Five Year Plans for the industria-
lisation of the country, it became evident that without a well estab-
lished basic machine tool industry, India will have to rely heavily on
imports for the implementation of its five year plans. Against a re-
quirement of machine tools valued at Rs. 3.3 crores; machine tools
worth Rs. 30 lakhs only were manufactured indigenously at the
beginning of Five Year Plan while the requirement was estimated
to rise ten times during the following decade. It was against this
background that the Government of India decided to establish a
machine tool factory in the public sector and for this purpose the
Government of India entered into an interim agreement with M|s
Oerlikons in March, 1949. According to this agreement the foreign
firm agreed to render all technical assistance in the matter of erec-
tion of the factory, training of Indian personnet and direction and
supervision of production at the factory for 20 years from the date
of the commencement of production. Under the agreement, the
production of High speed Lathe, Milling Machines, Planning
machines and Grinding Machines was to be taken up in five stages
by the end of 1957.

1.3. Owing to financial stringency and representation from private
sector, it was decided to limit the scope of the Project in the first
instance and to establish a factory for the manufacture of 400 high
speed lathes only. These preliminaries were finalised by 1953 and the
Company, Hindustan Machine Tools Limited, was registered on Tth
February, 1953 with an authorised capital of Rs. 12 crores.

1.4. As certain difficulties were experienced in the working of
the interim agreement it was replaced by a new agreement dated
1st March, 1957, thereby reducing the scope of the agreement to the
manufacture of H-22 Lathes only..
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L5. The production in the HMT factory at Bangalore commenced
in October, 1955 with the manufacture of H-22 Lathes out of im-
ported components. The delay in the production was attributed to
the changes in the target and scope of production and differences
with the foreign firm the interpretation of various clauses of the

agreement leading to delay in supplying technical information and
forecast of requirement.

1.6. Under the recommendation of Machine Tools Committee
appointed by the Government of India in 1956 to consider the pro-
blem of the development of the machine tool industry in all its
aspects, four types of machines were allotted to Hindustan Machine
Toaols viz., Lathes, Milling Machines, Grinding Machines and Radial
Drilling Machines. In order to manufacture these machines the
Company entered into agreements with four firms viz.,, M|s Fritz-
werner (1.1.1957—Milling Machines), M|s. Herman Kolb (9.6.1958—
Radial Drills), M|s. Batingnolles (2.1.1959 General Purpose Central
Lathes) and M]|s Olivetti (7.10.1959—Cylindrical Grinders). The
production of Milling Machines, Radial Drills, General Purpose
Central Lathes and Grinding Machines started in the years 1957-
58, 1958-59, 1959-60 and 1960-61 respectively.

1.7. Subsequent additions to the range of Company’s ‘diver-
sified production were also made with the approval of the Gov-
ernment of India from time to time.

'1.8. The Company launched on expansion shceme in January,
1960, on the basis of ‘a new factory every year’ programme -and set
up four machines tool factories ea¢h with an annual capacity of 1,000
standard machines. The new Units viz. II, III, IV and V were set up
with ‘the approval of Gevernment. All these Units of the Com-
pany (viz., Unit II at Bangalore Unit III at Pinjore, Unit IV at
Kalamassery and Unit V at Hyderabad) were established»ax%d
commissioned by December, 1965. The Commercial production in
Units III, IV and V, commenced during 1964-65, 1965-66 and 1966-
67 respectively.

1.9. The products manufactured in the machine tool units are
indicated below:—

Units Name of the Products

1&11 Lathes, LB Lathes, Turret Lathes, 1-45 Lathes, Grinde‘rs
(G9), Surface Grinders, Cylindrical Grinders, Radial
‘Drills, Single Spihdle Automatics, Multi Spindle Auto-
matics, Milling Machines (M2, M3), Gear Sh{pers, Gear
Hobbers, Electricity Controlled Milling Machines (E2),
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Special Purpose Machines, Mini Chuckers, Carbide
Lapping Machines, (GT20), Column Drilling Machines
(CDM) Mechanical Chuckers, Drilling and Boring

Machines (GSP), Die Casting and Plastic Injection and
Moulding Machines (DP).

III Electrically Controlled Milling Machines, type F3, F4 &
F5 EMIEM|3), Milling Machines (type M2, M2EP, FN2)
FN2), Broaching Machines, Gear Tester and Universal
Milling Machine (UMS).

v Lathes H-22|26, LB Lathes, Copying Lathes, Drum Turret
Lathes, Centre Lathes (LT-20).

v

Multi-spindle Drills, Fine Boring Machines. Fay Auto-
matics, Horizonal Boring Machines, Presses, Special Pur-
pose Machines and Cartridge Case Line Presses.

1.10. The Company also set up a Watch Factory at Bangalore
under the Technical collaboration agreement entered into by the
Government of India with M|s. Citizen Watch Company Limited of
Japan in March, 1960 for the production of 3,60,000 watches in two
models and assembly of watches from imported components com-
menced in June, 1961. Subsequently, Government (June, 1970) ap-
proved a Detailed Project Report submitted by the Company for the
expansion of the existing factory to produce 2 lakh automatic
watches with day-date calendar mechanism (W.F. II) and establish-
ment of a new factory (W.F. III) in Kashmir to produce 3 lakh
watches of the existing type.

1.11. As on the date the construction of Watch factory II build-
ings in Bangalore is almost complete and installation of Plant and
machinery is going on as per schedule. The production of indigenous
Watch parts have also started.

1.12. Factory Buildings of the Kashmir Watch Factory have been
completed to the extent of about 40 per cent.

B. Other Public Sector Units

1.13. Besides HMT, there are two other major Units in the Public
Sector which are producing machine tools. One is the Heayy
Machine Tools Plant, a part of the Heavy Engineering Corporation

. complex at Ranchi and the other is the Praga Mach.ine Tools Factory
in Hyderabad which is now under the administrative contro] of the
Ministry of Defence Production.
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C. Private Firms

114. The main private firms that are manufacturing machine
tools in the country are:—

1. M|s. Mysore Kirloskar Ltd., Harihar, Mysore State.
2. M|s. Cooper Engineering Ltd., Poona.

3. M|s. Tata Engineering and Locomotive Co. Ltd., Poona.
4. M|s. Traub India Ltd., Poona.

5. M|s. Bharat Fritz Werner Ltd., Bangalore.
6. M|s. Ex-Cell-O India Ltd., Bombay.
7. M|s. Godrej & Boyce Pvt. Ltd., Bombay.

D. Examination of HMT by the Estimates Committee

1.15. The working of the Hindustan Machine Tools Ltd., was first
examined by the Estimates Committee (1954-55). The Estimates
Committee presented to the Lok Sabha their Fourteenth Report on
the 21st September, 1955. The Second Report of the Estimates
Committee (1957-58) containing the Action Taken by Government
on recommendations contained in their Fourteenth Report was
presented to the Lok Sabha on the 21st March, 1958.

1.16. The working of the HMT was again examined by the Esti-
mates Committee (1959-60) .in their Ninety-fourth Report which
was presented to the Lok Sabha on 27th April, 1960. Hundred and
Forty-seventh Report of the Estimates Committee (1961-62) on the
Action Taken by Government on the recommendations contained
in the Ninety-fourth Report was presented to the Lok Sabha on the
8th December, 1961.



1
REVIEW OF THE WORKING OF HMT UPTO 1860
A. Establishment of Hindustan Machine Tools Ltd.

2.1. Against the country’s requirement of 3.3 crores worth of
machine tools per annum, machine tools worth of Rs. 30 lakhs were
manufactured indigenously at the beginning of the first flive year
plan whereas the requirement of machine tools was estimated to

rise ten times during the next decade.

2.2. Government of India entered into an interim agreem.ent
with Messers Oerlikons of Switzerland in March, 1949 for setting
up factories for manufacture of the following machines at a total

capital investment of Rs. 30 crores.

1. (a) High Speed Lathes . 1200 per year

(b) Shaping Machines 600 5
(c) Heavy Duty Drilling Machines . 120 5 5
(d) Milling Machines 1040 5 »
(e) Planning Machines 240 3

600 5 5

(f) Grinding Machines

I1. Central Foundry
II1. Ball Bearing Factory

IV. Gear Cutting Factory
V. Apprentice Training School & Workshop.

2.3. Owing to financial stringency and representation from the
private sector it was decided to limit the scope of the project and
the investment to about Rs. 9 crores in the first instance and to
establish a Factory for the manufacture of 400 High Speed Lathes
only to be achieved by 1960-61. These preliminaries were finalised

by 1953.

2.4. The Hindustan Machine Tools Ltd. was formed on the 7th
February, 1953 with an installed capacity of 400 H22 Lathes worth
Rs. 2 crores per annum to be achieved by 1960-61. It was decided
to build the factory at Jalahalli Bangalore. The construction
work started soon. Production in HMT commenced in October,

5



1955 with the manufacturing of H22 lathes out of imported compo-
nents.

25. During evidence the Committee enquired about the justi-
fication for reducing the capital investment from Rs. 30 crores to

Rs. 9 crores at the time of setting up of the factory on the basis
of pressure from private sector.

2.6. The Additional Secretary of the Ministry stated as follows: —

“There is absolutely no question of the Government having
bowed down to the pressure of the private sector and
reducing the investment. Oerlikons of Switzerland for-
mulated a grandiose scheme for an investment of Rs. 30
crores for setting up a factory with an elaborate town-
ship with a lot of other ancillary facilities for a pyra-
midial sort of production at that stage. It was felt that
keeping in view the immediate prospects, it would be
better to start in a relatively more modest way. In
retrospect, this decision has been a very wise decision,
because instead of putting all the eggs in the same basket
and at the place, it has enabled HMT to develop in a
number of areas, keeping in view the requirement of

balanced regional development and distribution of indus-
tries.”

He added “on the eve of setting up this factory in Bangalore
some discussions were entered into with the representa-
tives of private sector with a view to see that from the
point of view of priority and urgency and also market-
ability, what should be the type of machine tools the
HMT should first take up for manufacture because if the
private sector could manufacture these things there was
little point to duplicate what other Units were already
doing. Therefore, certain areas were demarcated which,
while affording a sustained and continued market for
HMT product would not affect the market for other pro-
ducts also.”

9.7. The Committee pointed out that various items including
ball bearings were sought to be manufactured by HMT under the
original agreement with Messrs. Oerlikons Machine Tool .Workers.
During all this period the private firms manufacturing ball
bearings in the country have expanded considerably.
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2.8. It was stated that “with regard to ball bearings, the scope
©of setting up a factory in the public sector has come up for consi-
deration from time to time because there again out of a total avail-
able resources one has to take certain priority investment decisions
and it was not possible to go into this line.”

B. Examination of HMT by Estimates Committee

2.9. The Estimates Committee (1954-55) in paragraphs 13 and
14 of their Fourteenth Report pointed out the delay in the setting
up of the factory and observed that the causes for the delay both
on the part of Government and on the part of Messrs. Oerlikons
should be investigated. In their reply dated the 31st January, 1956
the Government stated that at the time the Heads of Agreement
were signed a comprehensive project with a diversified production
programme, estimated to cost Rs. 30 crores, was contemplated.
‘The task of steering such a big proposals through the Planning
Commission and later through the Standing Finance Committee
involved elaborate examination of the proposals. The period of
financial stringency also intervened and the fate of the proposal
was undecided for a long time. Further, there was initially consi-
derable opposition from the private machine tool manufacturers
to the Scheme. Finally, the production pprogramme included in
the Heads of the Agreement was drastically modified by reducing
the production programme in the first and second stages and by
omitting altogether the last three stages of the programme. All
these factors contribuated to the initial delay of twenty months in
getting sanction to the project.

'2.10. The delay in the production was attributed to the changes
in the target and scope of production and differences with the fore-
ign firm over the interpretation of various clauses of the agreement
leading to delay in supplying technical information and forecast
requirement.

2.11. The Estimates Committee expressed their concern over the
possible overlapping in the manufacture of the various types of
lathes etc., both by the public and private sectors. They felt that
HMT should work as a complementary unit to the existing fac-
tories, and a coordinated programme for the production of the
various types of machine tools which were either manufactured
by the existing Units or were capable of being manufactured by
the existing units with some assistance, should be drawn up in
consultation with the indigenous industry. They desired that
Government should immediately examine all the points and clear

504 LS—2.
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up doubts and uncertainties that prevailed by a olear statemer
of policy and programme.

2.12. In pursuance of the recommendations of the Estimates
Committee the Government appointed a High Power Committee
which included non-officials also. That Committee made an assess-
ment of the country’s requirements of machine tools in different
categories and rccommended a programme of the manufacture for
the existing machine tools manufacturing units both in the public
and private sectors.

C. Increasing the scope of the project

213. It becpme evident that with a capital investment of Rs. 9
crores and with a production capacity of 400 machine tools per
annum the Unit would continue to incur losses and would never
be economically viable, nor would it be possible to market one
type of lathe in large quantities. It was, therefore, decided in
1956|57 to diversify production, as well as to increase it to about
2§ times the original target.

2.14. Under the recommendation of Machine Tools Committee
appointed by the Government of India in 1956 to consider the pro-
blem of the development of the machine tool industry in all its
aspects, four types of machines were allotted to Hindustan
Machine Tools viz., Lathes, Milling Machines, Grinding Machines
and Radial Drilling Machines. In order to manufacture these
machines the Company entered into agreements with four firms
viz., Messrs. Fritzwerner (1-1-1957—Milling Machines), Messrs.
Herman Kolb (9-6-195%—Radial Drills), Messrs. Batingnolles (2-1-
1959—General Purpose Central Lathes) and Messrs. Olivetti (7-10-
1959—Cylindrical Grinders). The production of Milling Machines,
Radial Drills, General Purpose Central Lathes and Grinding
Machines started in the years 1857-58, 1958-59, 1959-60 and 1960-61
respectively.

2.15. The capacity of the factory Bangalore which was started
initially with an installed capacity of 400 standard machines and
accessories valued at Rs. 2 crores per annum on a single shift basis
was later on (by March, 196) raised to a production capacity of
1000 standard machine tools and accessories valued at Rs. 5 crores.
per annum on multiple shift basis (ithree shift working).
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2.16. The production of standard Machine Tools in HMT com-
mencing from 1856-57 to 1960-61 is shown below:—

Year Nos.. Value (Rs. in lakhs)
—;‘;45——57 135 so
1957—58 402 155
1958—59 552 200
195960 702 224
1960—61 1C02 329

D. Agreement with Messrs. Oerlikons of Switzerland

2.17. Government entered into an interim agreement with Messrs.
Oerlikons of Switzerland in March, 1949 according to which the
foreign firm agreed to render all technical assistance in the matter
of erection of the factory, training of Indian personnel and direc-
tion and supervision of production at the factory for 20 years from
the date of commencement of production. Under the agreement
the production of High Speed Lathes, Milling Machines, Planning
Machines and Grinding Machines was to be taken up in five stages
by the end of 1957.

2.18. In comsidration of the transfer of the licence necessary
for the selling up of the factory and the manufacture of the
machine tools, Government was to assign to the firm free of pay-
ment 5 per cent of the shares of the Company. Further a royalty
on a sliding scale on the actual sale of machine tools was payable
to the firm for a period of 20 years. The firm on its part was to buy
10 per cent of the shares of the Company on which a return of 5
per cent per annum was guaranteed by Government for the first
5 years from the date of purchase. On the expiry of the period
of 20 years, Government had the option to buy the firm’s share-
holdings at a price to be agreed upon.

2.19. The interim agreement with Messrs Oerlikon was replaced
by a new agreement dated 1st March, 1957, thereby reducing the
scope of the agreement to the manufacture of H-22 lathes only.
Under Part A of the revised agreement, the firm ceased to have
any interest in the share capital and its own holdings were pur-
chased by Government at a face value of Rs. 30 lakhs plus interest
for 5 years at 5 per cent per annum less tax.

2.20. Messrs Oerlikons were paid a net sum of Rs. 12.50 lakhs
in consideration of their foregoing the right to 5 per cent free
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shares as per the interim agreement and also in consideration of
having transferred the licence necessary for setting up of the factory
for the manufacture of machine tools. In consideration of this pay-
ment Messrs Oerlikons also released and discharged the Govern-
ment from the obligation to assign the 5 per cent free shares. This
amount was paid by mutual agreement.

2.21. Under Part B of the revised agreement, the firm agreed to
render expert advice on all technical questions, to secure the ser-
vice of suitable technical personnel from abroad, to assist in pro-
curing advance training for the Indian supervisory staff in Europe,
etc. ete., at a net fee of Rs. 25,000 per annum plus actual expenses
incurred by the firm in this behalf. Under Part C of the revised
agreement, royalty on the manufacture of H-22 Lathes was to be
paid in terms of the interim agreement. Parts B and C of the
Agreement were terminated by mutual consent from 13th July,
1959 and 1st July, 1966 respectively.

2.22. The Committee enquired as to what difficulties were expe-
rienced in the working of the interim agreement.

In a written reply the Ministry have stated as follows:—

“(1) Under the old agreement Messrs Oerlikons had a right
to participate in the Management and administration of
the Company whereas we wanted the administration and
management to be in Indian hands.

(2) Messrs Oerlikons were not prepared to help in the manu-
facture of new types of diversified machine tools. Parti-
cularly, they were not prepared to help in the manufac-
ture of Drilling Machines and Milling Machines at that
time. Hence it was decided to terminate the interim
agreement and enter into separate agreements A, B and
C, which stand terminated since.”

2.23. During evidence the Additional Secretary in the Ministry
stated as under:

“We were feeling rather uncomfortable in having M/s.
Oerlikons as perhaps both in administration and Manage-
ment. It was felt that if the factory was to be truly deve-
loped as a national venture, it should be an 100 per .cent
Indian venture. Again certain difficulties were ?xperlefxc-
ed in diversification of machine tools productlon which
was not a part of the Oerlikons prOCUFtIOIL Tl.xere was a
certain amount of resistance at that time and it was felt
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that it was much better to acknowledge the help received
from them and let them go off”. He added that “the line
of production which HMT has been able to achieve not
only in all the Units but even in HMT I & II and these
different types of machine tools would not have been pos-

sible had we depended solely on Oerlikon’s collaboration
and their assistance.”

2.24. According to the Company M/s. Oerlikons rendered all such
assistance, know-how and advice which was necessary for the
establishment of the factory incorporating the most modern techni-
que and methods of production and the training imparted to the
Indian technicians by the Swiss technicians was such as enabled
the Company to undertake with full confidence the setting up of
new machine tool factories in various parts of the country without
any foreign collaboration. The Company now enjoys the right for
manufacture and sale of H-22 Lathes without payment of any royalty
or any other remuneration.

2.25. The Committee find that though the Government initially
decided to set up machine tool factories at a total capital invest-
ment of Rs. 30 crores and for this purpose, entered into an agreement
in March 1949 with M/s. Oerlikons Machine Tools Works, they sub-
sequently decided to limit the scope of Project and the investment
to about Rs. 9 crores and to establish a factory for the manufacture
of 400 High Speed Lathes only as a result of representations from
private sector and éntered into a revised agreement with the col-
laborators. The Committee also find that since under the limited
scope of the revised agreement, the Unit did not become economi-
cally viable, Government again decided to divessify the production
and take up in collaboration with the European Machine Tool
Manufacturers production of most of the items which were earlier
dropped in the original agreement. From the way the Government
had been changing their decisions about the scope of the Project,
the Committee are forced to conclude that precious years were lost
between 1949 and 1956 due to lack of proper planning before setting
up the project. The Committee feel that before setting up the Pro-
ject Government should have made a thorough and detailed study
about the requirements of the different types of machine tools in
the country and specifically earmarked roles to be played by the
public and private sectors in the field.

2.26. The Committee cannot also appreciate the undue haste in
entering into an agreement with M/s. Oerlikons without a proper
examination in depth of the various implications of the terms of
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their agreement. It was only later that Government realised their
earlier mistake in giving M/s. Oerlikons the right and advantage
to participate in the management and administration of the Company
and also find that collaborators could not assist in the manufacture
of new types of diversified machine tools. The Committee can at
this stage only hope that such mistakes are not repeated in future.



III
DEMAND PROJECTIONS AND CREATION OF CAPACITY
A. Establishment of units of HMT

3.1. The factory at Bangalore was started initially with an instal-
led capacity of 400 standard machines and  accessories valued at
Rs. 2 crores per annum on a single shift working basis. This was
later on (by March, 1960) raised to a production capacity of 1000
standard machine tools and accessories valued at Rs. 5 crores per
annum on multiple shift basis (three shifts working).

3.2. It was estimated by the Company in January, 1960 that iiie
-demand of the machine tools in the country was of the order of
Rs. 20 crores approximately of which only machine tools of the
value of Rs. 5 crores were being indigenously manufactured. The
Company expected this demand to go up to Rs. 65 crores per annum
by the end of the Third Plan and even after doubling the capacity
of Bangalore Unit to 2000 machines per annum valued at Rs. 7.2
crores, a considerable gap between the indigenous production and
the demand was expected. In order to reduce this large gap bet-
ween indigenous production and the total demand, the Company
proposed three more new Units each capable of production of 1000
machines per annum, to be established in the Third Plan in different
parts of the country. Accordingly, three Units (Unit III at Pinjore,
Unit IV at Kalamassery and Unit V at Hyderabad) were established
by October, 1963, October, 1964 and December, 1965.

3.3, The Working Group for machine Tools for the Third Five
Year Plan gave the following demand projections for machine Tools
during the year 1961 to 1965:

Year ' Annual Demand

Rs.
1961 . . . . . . . . . 243 Crores
1962 . . . . . . . . . 284
1963 . . . . . B . . 33'2
1964 . . . . . - . . 388
1965 o . 453 »

—————

TOTAL 170° 00 Crores

B < H 08 o g ol
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3.4. The total actual requirement of machine tools was however;
as under:—

Year Actual requirement

Rs.
1961 . . . . . 3155 Crores
1962 36°45
1963 48-29. ,,
1964 55°43
1965 60-42°

ToTAL 23214 Crores

3.5, It has been stated that according to the Third Five Year Plan,
the yearly demand forecast for machine tools by the end of the Third
Plan was of the order of Rs. 50 crores. As against this, the indigen-
ous capacity envisaged by the Plan was Rs. 30 crores per annum.
The additional capacity envisaged in the public sector in the Third
Plan was for setting up of a Unit in Punjab and the expansion of
the Bangalore Unit of the HM.T. and that of Praga Tools, Hyderabad.

In addition, a new heavy machine tools plant near Ranchi was
contemplated.

B. Analysis of Requirement of Machine Tools

3.6. The Committee enquired about the basis on which the Com-
pany estimated the demand to go up to 65 crores per annum by the
end of Third Five Year Plan, whereas the forecast made in the Third
Plan was of the order of Rs. 50 crores. In a written reply the
Management stated that “the estimated demand of Rs. 65 crores
per annum by the end of Tihrd Five Year Plan was made in January,
1960. This was based on the then estimates of the demand by the

end of Third Five Year Plan.” In this connection the Ministry
stated as follows:—

«It shall be noted that no realistic item-wise break-up of the
demand in the Third and Fourth Five. Year Plans was
possible. In the Third Plan, however, an imdicative pattern-

] of item-wise demand was given.
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The estimate of demand which was worked out by the Manage.
ment in 1960 was an independent exercise on their part.
and the government have nothing further to add to_the
explanation given by the Management.”

3.7. With regard to the analysis of requirement of Machine Tools,
the Working Group for Machine Tools for the Third Five Year
Plan inter alia observed that “the relevant statistical information.
required to make a ‘demand survey’ is unfortunately in many cases
either inadequate or sometimes not available.”

3.8. The Working Group set up for Machine Tool for the Fourth-
Five Year Plan also observed that “As no reliable statistics are
available of the machine tools installed after 1954, it is not possible
to evaluate correctly the pattern of machine tools installed in the
country”. It has been further mentioned in the Report of the Work-
ing Group that “Whilst it has been possible to make an assessment
of the overall requirements of machine tools, both annual and for the
Fourth Plan period, due to inadequate statistics, it is not possible
to determine the category-wise requirements of machine tools. The
basic requirements for such a study would be a pattern of machine
tools now existing, which information will be available only after
the completion of the proposed census of Machine tools.”

3.9. The Estimates Committee (1954-565) in their fourteenth Re-
port expressed regret that no reliable statistics or data of the demand
of different variations and sizes of machine tools in the different
quality ranges had been collected by Government,

3.10. During evidence the Committee enquired whether any
detailed survey had been made for the requirement of different types
of machine tools in the country. The additional Secretary of the
Ministry stated that “no detailed survey as such of the requirement
of machine tools has been made. In the beginning of each Plan,
however, estimates are made of the requirement of machine tools
by the end of the Plan period in broad terms taking into account
the possible growth of user industries. It is, therefore, true that
as at the end of the Third Plan and Fourth Plan, the total require-
ment of machine tools for the country were estimated and taking
these estimates into account, production was planned accordingly.”

3.11. As regards the item-wise break-up of the demand projec-
tions, the Chairman, HMT stated during evidence as follows:—

“We always give the estimated demand per year towards the
end of the plan and in our detailed report we submitted

-

AN
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to the planning commission, we gave the detailed break-
up year by year, but we never give item-wise. That is
the job of the individual manufacturers. For the periods
we give the total demand for the machine tools—just
financial and number-wise and each machine tool company

has today its own marketing organisation and it identifies
whether item was in demand.”

3.12. In a written reply, the management stated that “So far as
the company is concerned the anticipated demand for the machine

tools is assessed from time to time with reference to the following
factors:

(1) Licences issuel by the Government to the various parties
for starting new industries from time to time.

(2) Likely demand for machine tools by major projects under
expansion of existing industries.

(3) The past demand pattern for machine tools.

3.13. The periodical sales budgets are generally formulated after
taking into account the above factors.

3.14. The Committee are surprised to note that no realiable
statistics or data of the demand of different types/categories and
sizes of machine tools in different quality ranges has been made by
Government so far. Due to inadequate statistics it was not possible for
the Working Groups set up for Machine Tools for the Third and
Fourth Five Year Plans to determine the category-wise requirements
of machine tools. In spite of the observations made by the Working
Groups in their reports submitted to the Government and also the
recommendation made by the Estimates Committee, in their 14th
Report (1954-55), the Government have not made any detailed survey
of the requirement of machine tools in the country, with the result
that only rough estimates had been made with regard to the require-
ment of machine tools during the Third and Fourth Five Year Plans.
As against the total estimated requirement of machine tools for the
years 1961-65 valued at Rs. 170 crores as worked out by the Working
Group, the actual requirement of machine tools during this period
was of the order of Rs. 232 crores.

3.15. The Committee feel that a reasonably accurate assessment
of the country’s future demand for machine tools is not possible
unless a realistic item-wise greak-up of the demand is available. The
Committee, therefore, recommend that a detailed survey about the
requirements of different types of machine tools in the country
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‘should be made without delay before investing nation’s resources in
the expansion programme for machine tools during the Fifth Five

Year Plan.
'C. Installed Capacity in HMT

3.16. The capacity of all the five Units, each capable of produc-
tion of 1000 standard machine tools per annum was assessed by
the Company at Rs. 5 crores per annum on multiple shift working
(three shift working) on the basis of a sales realisation of Rs. 35,000
to Rs. 36,000 per standard machine tool. The introduction of three
full shifts working was, however, considered uneconomical by the
Company and all the five Units are, therefore, working on two

shifts. On the basis of two shifts working, the installed capacity
of the various Units has been worked out by the Management pro-

rata as follows:—

Capacity Da te of approval by the

Name of the Unit
(Rs. in crores) B oard fo Directors

T&II . . . 72 12.1.1960

111 . . 35 27.9.1961

v . . 3'S 18.2.1963

\% 3's 22.2.1964
17°7

3.17. The installed capacity for machine tools as collected by the
DGTD in 1968 and the additional capacity which would be created
with minimum balancing plan and equipment during the Fourth

Five Year Plan was as under:—

Existing Capacity With balancing Equipment

No. Value No. Value
(Rs. Cr.) _(Rs.Cr,)

1 2 3 4 5
Private Sector Approx. . 13,900 2300 15,500 2800
5,000 25:00 5,000 25-00

Public Sector HMT
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3 4 5
Heavy Machine Tools 250 12'00 250 12°00
Praga 250 1:00 250 1°00
5,500 38-00 5,500 38-00
Grand Total . . . 19,400 6100 21,000 66-00
Already
committed
New Units
H.M.T. Version 5-00
Machine Tool Corporation of India
(Ajmer)’ . . . .
500
76-00

3.18. The existing position of installed capacity as given in the
Report of the Working Group for Machine Tools for the Fifth Five

Year Plan is as follows:—

Existing Capacity

Under implementation |

(Rs. Crores) (Rs. Crores)
Public Sector
— HMT 25 HMT Verson 3
MTCI Ajmer s
8
Heavy Machine Tool Plant . . . 12
Praga . . 2
Private Sector
Approx . . .« . . 31 (Approx.) 2
ToTAL 70 10

3.19. Thus it is seen that in both the Reports of the Working
Groups for Machine Tools for the Fourth and Fifth Five Year Plans
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the installed capacity of all the five units of HMT has been men-
tioned as Rs. 25 crores.

3.20. It is also seen that the installed capacity in the Private
Sector was mentioned as Rs. 23 crores in the Fourth Plan document,
whereas in the Fifth Plan document it has increased to Rs. 31 crores.

3.21. As regards pro-rata installed capacity on the basis of two
shifts, it may be mentioned that it was reported in the meeting of
the Board held on 23-4-1965 as follows:—

“The third shift was planned at the time of the Emergency
in order to increase the output to the maximum possible.
However, it has been found from actual operation that a
full-fledged third shift—as perhaps desirable in any pro-
cess industry—is uneconomical in a precision machine
tool industry because of low operational efficiency. Due
to the unnatural working hours the highly skilled work-
men and experienced technicians have come to dislike
working in the third shift and due to this there has been
certain ‘flight’ of experienced skilled workmen and techni-
cians in HMT I & II factories. On the other hand, with
refined technological improvements and increased opera-
tional efficiency it is possible to achieve the same output,
in our case Rs. 10 crores per year, in two shifts. It is,
therefore, proposed to surrender about 1200 to 1300 posts
earmarked for the third shift and restrict the standard
force for HMT I & II to about 5000 adequate for only two
shifts operation and maintain the same production

targets.”

3.22. The present capacify of Units I and II has been mentioned in
the Annual Report on the working of the Industrial and Commercial
Undertakings of the Central Government for the year 1968-70 as

Rs. 10 crores.

3.23. During evidence the Committee enquired about the correct
position with regard to the installed capaciy of Units I and II of HMT.
The Secretary of the Ministry stated as follows:—

“As regards installed capacity, all that we mean is the capa-
city of machine as and when installed in terms of optimum
utilisation rate. The question is why at one place it is
rated as Rs. 10 orores and at another place ag Rs. 7.2
crores. There is no dichotomy in this at all, because the
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installed capacity was rated at Rs, 10 crores on the basis
of three shifts working, Rs. 7.2 crores has been worked
out on the basis of two shifts working, such is the normal
working ratio in an engineering industry. Therefore, this
workout of 10 crores and 7.2 crores is the same except
that one is done on 3 shifts and the other on two shifts
basis. There is no conflict at all.”

3.24, In a written reply the Management stated that ‘“the capa-
city of HMT I & II, Bangalore Units initially fixed for two shifts
working was Rs. 7.2 crores per annum. It is an error to have indi-
cated Rs. 10 crores as the capacity of HMT I & II Bangalore during
1969-70 which is regretted.”

3.25. Subsequently the Ministry in a written reply explained
the position as follows:—

“The following clarification obtained from the Management
sets the issue in perspective:—

“During the year 1964-65, HMT I & II Units, Bangalore
achieved a production of Rs. 981.00 lakhs. The produc-
tion consisted mainly of lathes, Milling Machines,
Radial Drilling Machines and Grinding Machines during
that year. The overall labour inefficiency in HMT I &
II units during 1964-65 was 1.15 or—an efficiency of
87 per cent. It was in this background or overall per-
formance and overall efficiency achieved by HMT I & II
Units, Bangalore during 1964-65 that it was estimated
that a production of Rs. 10 crores would be achieved in
HMT I & II Units, Bangalore.

In the note put up to the Board of Directors in their meet-
ing held on 23-4-1965 it was clearly stated that with
refined technological improvements and increased
operational efficiency, it would be possible to achieve an
output of Rs. 10.00 crores per year in 2 full shifts. It
was also stated in the note that the improvement in
the production techniques, technological developments,
methods, procedures, systems etc. would be a progres-
sive process. It was also estimated during that period
that the following products would be developed, at
Bangalore under the control of HMT I & II, Bangalore.
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N L 32 lathes (Extra Heavy Duty).
‘ Drum Turret Lathes
Copying Lathes
Single Spindle Chucking Automatics
Size 2 Milling Machines (Modern version)
Bed Type Milling Machines.
Deplex Milling Machines
Internal Grinding Machines, etc.

Unfortunately due to the appearnance of recession and the con--
sequential low demand for modern tools, production of more and
more sophiticated products like Multi Spindle Automatics, Single
Spindle Automatics, Gear Hobbers, etc, in the diversified production
prcgramme, peristent labour problems, etc., the overall labour in-
efficiency in HMT I & II Units showed deteriorating trends as can
be seen from the following statistics:—

Year Incfficiency % of ¢ffi-
ciency
1965—66 1-27 7874
1966—67 136 73°53
1967—68 . 1:58 6329
1968—69 1-60 62-15
1969—70 1°§1 66-22
1970—71 1-3 7692
1971—72 1-26 79°36

In view of the factors explained above and also in view of the
extremely low order position it was not possible to achieve a pro-
duction of Rs. 10.00 crores as envisaged in April, 1965, based on
certain factors then prevailing.

With a view to having consistent basis for comparison, we have
calculated the developed capacity and furnished the same to the
audit for the period 1966-67 to 1971-72, In the calculations of deve-
loped capacity, we have given due considerations to the availability
of capacity in terms of men and machines from year to year, the
inefficiency factor, the price increase during the period etc. We,
therefore, hold the view that the developed capacity as calculated
by the company would represent a more realistic consistent and
uniform basis for comparison of achievements from year to year.
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HMT I & II units have achieved a production of Rs. 1,070 lakhs dur-

ing 1971-72 which compare extremly favourably with the developed
capacity.”

D. Developed Capacity

3.26 The Company has held that the rated capacity represents the
‘ultimate capacity to be achieved if only a few standard products in
economic batch quantities were taken up for manufacture.

3.27. According to the Management, any comparison of the actu-
al performance should, therefore, be made with reference to the
-developed capacity. After taking into account the available men
and machine capacity, the Company has worked out a theoretical
-developed capacity of each Unit as follows:—

(Rs. in lakhs)

Developed Capacity

At1-3 At actual

ineffi- ineffi-
ciency ciency
T I . 2 3
Wnits 1 & 11
1966—67 680 650
1967—68 . 690 570
1968—69 700 §70
1969—70 700 610
1970—71 750 750
1971—72 . 900 927
Unit I1I, Pinjore
1966—67 . . 340 250
1967—68 . 380 320
1968—69 . . 400 350
1969—70 410 370
1970—7T1 420 400
1971—72 . 4a1 415
‘Unit IV, Kalamassery
1966—67 370 310
1967—68 390 290

1968—69 . . . . . . C . . 400 280
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1 2 3
19690—70 400 280
1970—71 420 315
1971—72 . 454 404

Unit V, HyJerabad
1966—67
1967—68 tew 330 - .190
1968—69° 325 225
1969—70 340 245
1970—71 350 260
1971—72 343 318

No:e—Tn U1t V the statistics wzre compiled from December, 1966 only and hence de-
tails have been furnished from 1967-68 onwards.

3.28. In arriving at the above developed capacity, the following
assumptions have been made by the Management:.—

@)

(ii)

(iii)
(iv)

Production of a few standard general purpose machines
only utilising 80 per cent of the available capacity in two
shift working; the 20 per cent allowance being made to
cover absenteeism, idle time for want of materials, tools
etc., load imbalances and break-down and maintenance of
machines.

Requirement of standard hours per standard machine be-
ing taken at 1000 standard hours.

Inefficiency factor being taken at 1.3.

Value of one Standard General Purpose Machine being
assumed at Rs. 35,000 escalated by the percentage increase
in selling prices during 1966-67 to *1969-70 in respect of
Units I to IV. In respect of Unit V, it has been stated
that an ad hoc price increase of 10 per cent. has been as
sumed for the calculation of developed capacity.

3.20. In this connection, the Company has also contended that this
theoretical developed capacity would stand reduced if the following
considerations are taken into account:.—

(a) The actual product pattern was different, inasmuch as the

Company was in the process of introducing new products

*The time of factual varification the Management has stated ag follows:—
‘In arriving at the developed capacity for the year 1970-71 and 1971-

72 also, the exemption men tioned in para 3.28 hold good’.

504 LS—3



24

of its own design as well as products under technical col-
laboration including highly sophisticated and tooled up
machines. The actual inefficiency, was therefore, more
than the norm of 1.3 assumed in the original calculations.

(b) Actual absenteeism and idle time, etc. was more than the
provision of 20 per cent made in the original calculations.

3.30. During evidence, the Committee pointed out that the deve-
loped capacity had been worked out with reference to the produc-
tion of a few standard general purpose machines utilising 80 per
cent of the available capacity on 2 shift working and was subject to
certain assumptions regarding requirement of standard hours, in-
efficiency factor, value of machineries etc. They enquired as to why
action had not been taken to formulate a scientific yardstick to ad-
judge the production performance of the Company. The Chairman,
HMT explained the position as follows:—

“We measure the capacity in terms of value; in terms of num-
ber and in terms of standard hours available. The deve-
loped capacity is the one that bears, of course, relation to
the market requirement of the machine toals and the
standard hours required for producing the full developed
capacity, taking into consideration the various factors
during the past year. We have taken action to formulate
installed capacity, developed capacity in a scientific man-
ner and the yardsticks are available in terms of these cri-
teria, that is, the value of the products at the given pe-
riod, number of machines depending upon the complex
of the various types of the machines and the total stand-
ard hours available vis-a-vis the programme in terms of
machines and numbers depending again on the market
consideration.”

In a written reply the Management stated as under:—

“The developed capacity has been worked out on certain valid
and basic assumptions which have been described in the
audit review. The basis adopted by the Company for
working out the developed capacity has been arrived at
after careful consideration. The system followed by the
company for working out the developed capacity provid-
es a uniform and consistent basis for the comparison of
actual performance with the developed capacity calculat-
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ed on a theoretical basis. In view of the diversified range
of products and changing product-mix to keep pace with
the changing demand pattern for machine todls from time
to time, it would, in our opinion, not be practicable to
have any other method for assessing the periodical deve-
loped capacity on a uniform and consistent basis.”

3.31. As regards the developed capacity, the Secretary of the Min-
istry stated during evidence that the concept has been developed by
the HMT to illustrate as to what capacity can be treated as, in fact,
available in a particular year. Therefore, the developed capacity
means the concept of an achievable capacity as against the installed

capacity.

3.32. During evidence the Committee pointed out that the instal-
led/Developed capacity should take into account the increase in
price level and asked about the steps taken to work out the instal-
led/Developed capacity on a realistic basis. The Chairman, HMT
explained the position as follows:—

“In my business there is no such guideline. Sometimes we
evaluate the capacity in terms of tonnage, sometimes by
number of machine tools and sometimes by the value of
machines produced and sometimes in HMT we measure
in terms of standard hours. All these methods are dis-
advantageous in one way or the other. One can produce
a machine tool of half a tonne weight, and also a machine
tool of 20 tonnes weight. The efforts are not wvastly
different and you are likely to be misunderstood if you
go by tonnage alone. When we go to numbers again the
same disadvantage exists. The machine that costs the
lowest is Rs. 19,500 and the highest is Rs. 2.2 million. If
one were to say why only 8 machines were produced at
one place as against a thousand another place, the value
of the eight machines would be about Rs. 2 crores where-
as the value of the thousand machines would be Rs. §
crores, so that there is 50 per cent production in terms of
value. The fourth is more advantageous and that is the
standard hour capacity the standard hour required to pro-
duce each component, each assembly, each group assem-
bly and sub-assemblies and finally the machine. Suppose
a lathe has 700 components, it will have so many turning
hours, so many milling hours, so many assembly hours and
suppose we arrive at the figure of 11,00 hours, we see how
many 1100 hours are in each section.



26

When we started the factory in 1954 our workers’ efficiency

We

was 4.5; in other words our workers took 4.5 times the
time taken by the Swiss workers; today we have brought
it down to 1.3 that means we are inefficient to the extent
of 1.3 as against 1. Our aim is to cut it down to 1. It
would have been possible if I was allowed to produce one
product and our workers had been doing nothing but the
same printing machine or something else. I would have
even beaten the Swiss efficiency. But, our boys change
the tools, shange often the components of materials, ete.
and to that degree our efficiency goes down.

have standard hours and based on the standard hours we
calculate the actual hours available for each man, his sec-
tion, we calculate the actual hours available; we have be-
fore us the performance, the efficiency of each section and
we multiply it by the inefficiency factor and calculate how
many standard hours are available and from that stand-
ard hours, how many of these machines we can produce
and see whether the total number of machines we can
produce and see whether the total number of machines
that we have pleanned absorb the standard hour capacity
or not. After having done that exercise we check up with
the marketing whether they are able to market them.
First marketing gives us the number of machines to be
produced and we go back to the planning and to detailed
planning. We evolve a sort of achievable plan for a year
in advance. We have completed it for 1973-74 and our
budgets are going to be placed in February.

We do this exercise six months in advance of the budget pre-

parations. Then we evolve what is really possible to be
achieved by available standard hours. Then we keep that
as the target. That target again changes, depending upon
the pattern of the market. We do not produce something
to keep in stock. We produce only to sell. So, we change
this planning every three months. We do not freeze the
production programme for the whole year. We review it
every three months in the corporate strategy committee
consisting of various officials.

We cross-check everything, based on value, tonrage, number

etc. We again take this configuration, check it up from
the available standard hours and see whether our stand-
ard hours are observed. For that we go to the shop level.
I have in some cases reached the ratio of 1:1. But the
moment I introduce a new machinery it goes down. When-
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ever we introduce a new product, my efficiency goes
down. It is no use my insisting that I must have that effi-
ciency even when I change the product. When you are
dealing with highly sophisticated engineering items, the
weight varying from 1% tonnes to 20 tonnes, I think it is
an inherent disadvantage of the machine manufacturers.
With a limited export market, I cannot try to make such
large numbers of one item.”

3.33. About the fixation of capacity in money value the Secretary
of the Ministry stated as under:—

“We are aware that fixation of capacity in money terms has a
lot of defects because really when the prices of machines
go up for the same capacity it only means physical pro-
duction goes down. The alternative which is suggested
is fixation of capacity in physical terms. Here the prob-
lem arises supposing the structure of production is con-
stant for all time to come and if there is a continuing and

reasonable market one can certainly measure in terms of

production whether full capacity has been reached but
what happens if the company is diversifying in new lines
to cater to changing market. Therefore, if today capacity
is measured in milling machines tomorrow it is measured
in a different set on machines. So, the scientific way is
in terms of the actual machine capacity that is available
in the shop and also in terms of the machine hours and
working force. When somebody says that so many ma-
chine hours and so many man-hours it does not give a
physical impact or money value but for the company pur-
pose they are accounting in that manner.”

3.34. The Committee are surprised to find that the Report of
working group for Machine Tools for the Fourth Five Year Plan,
and the draft Report of the Working Group for the Fifth Plan men-
tioned the installed capacity of HMT as Rs. 25 crores when actually
the Board of Directors had indicated the installed capacity of all
the five units at Rs. 17.7 crores on a two shift basis. The Commit-
tee need hardly point out that when the Units of HMT are actually
working on two shifts, the mentioning of the installed capacity cal-
culated on the basis of 3 shift working gives only an incorrect pic-
ture about the role played by HMT in the overall development of
machine tool industry in the country.

3.35. The Committee further note that whereas the value of pro-
duction at the existing installed capacity in the privaie sector was
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mentioned as Rs. 23 crores in the Fourth Plan document. in the
draft Report for the machine tools for the Fifth Five Year Plan,
the same is mentioned as Rs. 31 crores. The existing :nstalled capa-
city in the public sector in the Fifth Plan document remains almost
the same as quoted in the Fourth Plan document. As the actual in-
stalled capacity of HMT is even less than the capacity quoted in the
Plan documents, the Committee feel that the advantage of meeting
the country’s requirement with regard to machine tools goes to the
private sector especially when the actual production in HMT is
much less than the actual installed capacity.

3.36. The Committee also find that the installed capacity of HMT
fixed in 1960 in terms of value continues to remain the same even
now in spite of the increase in the price level, and no allowance for
price escalations has since been made while fixing the installed
capacity in terms of value. The Ministry have admitted that “fixa-
tion of installed capacity in money terms has lot of defects because
when the prices of machines go up for the same capacity, it only
means that physical production goes down.”

3.37. The Committee further note that the installed capacity of
Units I & II was intially approved in January, 1960 at Rs. 7.2 crores
on the basis of two shift working as the introduction of three full
shifts was considered uneconomical. On the basis of production of
Rs. 981 lakhs during 1964-65, it was concluded that a production of
Rs. 10 crores would be achieved in HMT I & II units on two shift
working with refined technological improvement and increased
efficiency. The Committee have naw been informed that the capacity
of HMT 1 & II Units on twe shift working is only Rs. 7.2 crores as
it was not possible to achieve a production of Rs. 10 crores due to the
appearance of recession and consequential low demand for modern
tools, production of more and more sophisticated products in the di-
versified production programme, persistent labour problems, etc. The
Committee feel that installed capacity in terms of optimum utilisa-
tion rate cannot be changed due to, variable factors like labour in-
cfficiency, low order position etc. as in such a case the actual utili-
sation of capacity cannot be correctly judged.

3.38. The Committee are not happy about the way in whieh the
installed capacity has been fixed They, therefore recommend that
the installed capacity should be fixed on a scientific basis so that a
correct, parameter may be available for assessing the performance
of HMT.
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%.39. The Committee also find that in order to evaluuic the actual
performance of HMT, the Company have calculated the capacity as
actually available from year to year. This developed capacity has
been worked out with reference to the production of u few stand-
ard general purpose machines utilising 80 per cent of the available
capacity on two shift working and is subject to certain assumptions
rcgarding requirement of standard hours, inefficiency factor, ‘value
of machines etc. The Committee strongly feel that this cannot pro-
vide a realistic parameter to evaluate the actual production perfor-
mance which comprise a totally different product pattern and
has been undertaken under conditions materially differing From
those assumed in the working of developed capacity. The Com-
mittee, therefore, recommend that a realistic appraisal of the deve-
loped capacity, taking into account the actual product pattern,
standard hours requirement, efficiency factor may be made from year
to year so as to serve as a suitable parameter to evaluate the actual
production performance.
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DIVERSIFICATION
A. Collaboration Agreements

4.1. Since the time Company went with production in October,
1955 with the production of lathes, it started diversifying its pro-
ducts. The table below indicates the details of collaboration agree-
ments entered into by the Company for the establishment of pro-
duction of more sophisticated machine tools and the progress made
thereagainst.—

Product and Unit to which allot- Date of Yecar of com- Name of the colla-
ted agreement mencement borator
of produc-
tion from
CKD com-
ponents
1 2 3 4
Units I and 11 M/s
1. Surface Grinders 6-3-1961 1967-68 Limex Germen Demc-
cratic Republic.
2, Gear Shapers 23-1-1963 1965-66 Drummond Brothers,
England.
3. Single Spindle Automatics 4-5-1964 1967-68 Manufacture De Machine
(Type TR) du Haut Rhin, France.
4. Gear Hobbers 23-8-1964 1967-68 Hans Liebhcrr, West
Germany,
5. Multi Spindle Automatics 10-2-1966 1967-68 Gilcmeistcr & Ccmrpany,
West Germany.
6. Single Spindle Automatics 12-2-1966 1967-68 Manufacture De Machine
(Type PF) du Haut Rhin, France.
7. Die Casting Machine and 12-5-1969 1971-72  Interfcnda, Switzerland.

Plastic Injection Mould-
ing Machines

8. Drilling & Boring Machines  20-5 1969 1971-72  Atelicrs GSP, Frir.ce
. Heavy Duty Enginc Lath¢s  4-11-1970 Not yet American Tool Works
i and Machining Centre for started Co., USA.
drilling & Boring Machines.

30
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1 2 3 4
Unit 11T
1. Electrically controlied Mil- 28-2-1963 1964—65 Fritzwerner, West G¢r
ling Machires : many. (Out of four types

of Milling Machines, only
three types have beer
taken up for manufac

ture).
2. Broaching Machines 12-6-1967 1968—69 Oswald Forst, Sollngen
Unit IV
1. Copying Lathes 12-2-1966 1967—68 Ernault Somua, France.
2, Drum Turret Lathes 16-8-1966  1969—70 Gildmeister, West Ger
many.
3. D.A. Lathes 27-6-1969 - Machine Tool Works,
Oerlikons, Switzerland.
Unit V
1. Special Purpose Machine 16-3-1961 1963-64 Regie  Nationale Des
@ir Urits I Usines, Renault, France.
& IT)
2. FAY Automatics 21-3-1966 1967—68 Jones & Lamson Division
({; SXInterbm‘y, Farrel,

3, Horizontal Boring Machine 2-3-1967 1968—69 Pegard, Belgium
(The aggrecment whic]
expired on I-3-1972 has
been further renewed for
a fixed period of 5 years)

4. Ram Bed Type Milling 12-9-1970  Not yet M/s Fritzwerner
Machines started
s. Unit Assembled Bed Type 29-7-1071 do. »
Milling Machine
Watch Factory, Bangalore
Swiss Type Automatics 1-3-1971 do. S.A, Jos. Petermann,
Switzerland

4.2. Some of the cases relating to the manufacture of diversified
items by the Company are discussed below:—

Surfzce Grinders

4.3. According to the Company, it takes a minimum time cycle
upto 1% to 2 years for general purpose machines and 4 to 5 years for
highly sophisticated machines to develop the requisite skill and effi-
ciency norms involving design and manufacture of complicated
tooling.

4.4. It has been stated that the time taken in the case of Surface
Grinders (Sl. No. I under Units I and II) was longer because the col-
laboration agreement executed in March, 1961 was only a general
agreement for rendering of technica} assistance in respect of machines
of collaborator’s design, and the process of selection of the family
of machines to be manufactured by the Company took some time.
After the final choice was made by the Company, the collaborators
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-agreed to grant the licence in July, 1963. Thereafter, Government’s
approval for payment of technical assistance fee was received in
November, 1963 and the third instalment of fee payable against final
acceptance of the documents in India was paid in April, 1965.

.Die Casting Machine and Plastic Injection Moulding Machines

4.5. In the case of Die Casting Machine and Plastic Injection
Moulding Machines it has been stated that the agreement with the
foreign firm was entered into for rendering technical assistance only
and no collaboration or consultancy was, however, involved for set-
ting up of the Project. The agreement was signed in May, 1969.
The DPR was submitted by the Company in March, 1971 and the
the same was approved by Government in August, 1972. The
estimated capital expenditure on the project is Rs. 105 lakhs and
the actual expenditure as on 31-3-1972 was Rs. 2.25 lakhs. The value
of production during 1971-72 was 53 lakhs.

Heavy Duty Engine Lathes and Machining Centre for Drilling and
Boring Operation

4.6. It has been stated that three prototype heavy engine lathes
C-21 have been manufactured and tested in HMT I & II, Bangalore.
One machine is now ready for despatch to Messrs American Tool
Works for shop trials and another machine is being installed at
HMT I & II, Bangalore for shop trials and the other machine is pro-
posed to be given to one of the inland customers for shop trials.

4.7. As regards the machining centres the specifications have been
just finalised and the prototype work is being taken up at HMT
III, Pinjore.

Ram Bed Type Milling Machines

48. In regard to collaboration agreement for the manufacture of
Ram Bed Type Milling machines the management have stated as
under:—

“The collaboration for Ram Bed Type Milling machines with
M/s. Fritz Werner, West Germany, comes into force only
after the first order is placed on them. So far no order
has been placed. As the documents will be sent by
M/s. Fritz Wetner only after the collaboration agreement
comes into force, the question of commencement of pro-
duction will arise only thereafter.”
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Unit Assembled Bed Type Milling Machines

4.9. As regards Unit Assembled Bed Type Milling machines, it
has been stated that though the agreement was signed on 29-7-1971,
the agreement came into force only from 1-12-1971. Since the com-
mencement of the agreement the technical documents has been
received from M]|s. Fritz Werner according to the schedule.

4.10. The assembly of first 3 machines for which orders have
already been received is expected to be completed by end of June,
1973 partly from imported components and partly from indigenously
manufactured components.

Manufacture of Swiss Type Automatics

4.11. With regard to the manufacture of Swiss type Automatics
the management have stated as follows:— .

“As per the DPR for manufacture of Sliding Head Stock Auto-
matic, the implementation of the first stage, viz., assembly
of machines from SKDg was expected to be taken up in
the last quarter of the financial year 1972-73, provided—

(a) the approval of the phased manufacturing programme
by the Government was accorded before July, 1972 and

(b) the release of foreign exchange for import of com-
ponents and initial plant and machinery by 2nd week
of August, 1972,

The industrial licence for the manufacture of these machines
was approved by the Government of India on 28-11-1972.
The Company has applied to the Government of India in
June, 1972 for approval of the phased manufacturing pro-
gramme. We understand that the DGTD has given the
clearance for the same and the matter is pending before
Government for their approval.

Even though the phased manufacturing programme has not
been approved by the Government of India we have ap-
plied for the release of foreign exchange for import of
components in November, 1972. The same is also still
pending clearance at the Government level.

Since as on date we have not yet received the Government
approval in respect of the phased manufacturing pro-
gramme and the release of foreign exchange for import of
components, the start of the first stage of manufacture of
these machines can only be made during 1973-74 after the
receipt of the above-mentioned sanctions.”
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4.12. Asked about the latest position, the Ministry have stated as
under: —

“The application of HMT for an industrial licence for the manu-
facture of automatic lathes was received in October, 1971.
DGTD’s comments were received in the last week of
November, 1971. After exammat:on in the Ministry we
addressed HMT for some clarification on January 12, 1972.
Reply of HMT was received in the last week of June, 1972.
After further examination in the Ministry the case was
taken to the Licensing Committee in the first week of
August, 1972. On receipt of the minutes of the Licensing
Committee they were issued the industrial licence dated
November 28, 1972 for the manufacture of automatic
lathes 50 Nos. per annum. The phased manufacturing pro-
gramme has been examined by the DGTD and found
acceptable. HMT has been advised accordingly by the
DGTD on 15.1.73. The licence for import of machinery
has already been issued.”

Manufacture of Multi Spindle Automatics, Single Spindle Automatics
(FF series), Broaching Machines, Copying Lathes, Fay Automatics
and Horizontal Boring Machines.

4.13. It has been stated that the manufacture of Multi Spindle
Automatics, Single Spindle Automatics, (PF series), Broaching
Machines, Copying Lathes, Fay Automatics and Horizontal Boring
Machines was taken up keeping in view, substantial demand for these
machines by the defence organisation and also by one of the public
sector undertakings (M/s. Bharat Earth Movers Limited for Horizon-
tal Boring Machines) against bulk orders.

4.14. The value of orders placed by the Defence Organisation and:
Bharat Earth are as follows: —

(Rs. in lakhs)
Defence Organisation

Multi spindle automatics . . . 281-49
Single spindle automatics (PF & TR) . . . 8333
Gear Hobbers . . . . . 56-30
Copying lathes . . . . . . 18665
Fay automatics . . . . . . . 26-64
Horizontal boring machines . . . . . 88:56
Broaching Machines . . . . . . 3816
Bharat Earth Movers

Horizonta] boring machines . . . . 45°74

Fay automatics . . . . . . 384
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4.15, The Committee enquired if the total requirement by the De-
fence Organisation and Bharat Earth Movers justified the setting up
of the capacity for these machines on economic considerations and
‘whether the likely demand for these machines would be able to uti-
lise the capacity to the full extent. In a written reply the Manage-
ment have stated as follows: —

“The requirement for these machines by the Defence Organi-
sation was extremely urgent and important from the point
of the national security. Hence, it, was necessary.to under-
take the manufacture of these machines. It helped esta-
blishment of indigenous manufacture of these machines
thereby resulting in a saving of foreign exchange on a
recurring basis. Incidentally, this also helped the company
to meet partly the effects of recession in the engineering
industries which had seriously affected the demand posi-
tion for the machine tools.

The plant layout of the various units of the company is such as
would facilitate the undertaking of the manufacture of any
type of machines with minor adjustments of balancing
capacity. The product-mix is changing from year to year
depending on the requirement. Since the capacity is not
established exclusively for the manufacture of any specific
type of machine the question of the idle capacity due to
lack of production of one or the other type of machine
generally does not arise. However, the full utilisation of
the developed capacity depends entirely on the demand
pattern and market conditions which certainly are beyond
the control of the company.”

4.16. The Committee enquired whether the Management had been
able to adhere to the delivery schedules indicated by the defence
organisations and Bharat Earth Movers Ltd. the management have

stated as under: —

“The delivery schedules, to a large extent, have been met with
modifications to the same due to unavoidable reasons. Some
of the reasons for delay in not very strictly adhering to the
original delivery dates are as follows: —

(i) Labour agitations.

(ii) Delay in receipt of technical cléﬁiﬁ:ations from DGOF
for design of tooling . '

(iii) Delay in recept of trial components from DGOF factories.
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(iv) Unforeseen difficulties which had to be solved in esta-
blishing production of these complex machines of higher
technology. As most of the sophisticated machines were
being assembled and tried out for the first time in the
country, sufficient experience to achieve end results could

not be gained as originally planned, due to the techno-
logical handicaps.

(v) Most of the sophisticated machines were to be tnoled up
to suit the components. A few items of toolings, such as
Gear Hobs. Threading Dies, etc., were to be imported
and the delivery of these items after completion of tool
design and placement of orders were delayed consider-
ably. Sine the trials of the tooled up machines could not
ke completed due to the delay of the above toolings, the
deliveries originally indicated could not be adhered to.

(vi) A few sub-assemblies for the sophisticated machines are
still being imported from our collaborators and due to
slight change in the specifications that occurred during
the detailed design, the order on our collaborators had to
be amended consequently affecting the deliveries of sub-
assemblies.

(vii) Delay in receipt of CKD/SKD machines from Collabora-
tors.”

- 4.17. The Committee note that valuable time was lost in procedural
details before starting the actual production of several diversified
items. The main object of diversification was to meet the extre-
mely urgent and important need of many of the productive orga-
nisations both in the public and private sectors. Diversification was
also intended to help the Company to utilise the spare capacity
particularly during the periods of recession. The Committee feel that
the purpose for taking up of diversification scheme is defeated if the
manufacture of items is delayed.

4.18. The collaboration agreement for the surface gridner was
signed in 1961 whereas their actual production was commenced in
1967-68. The process of selection of the family of machines to be
manufactured by the Company took a lot of time. Agreement for
Die Casting machine and plasting Injection Moulding Machines was
signed in 1969, whereas the DPR was approved more than 3 years
after the signing of the agreement. Collaboration agreement for the
manufacture of Heavy Duty Engine Lathes and Machining Centre
for drilling and boring machines was signed in November, 1971,
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whereas only 3 prototypes of Heavy Duty engine lathes have heen
manufactured uptil now. In case of machining centres only the spe-
cifications have just been finanlised. Collaboration agreement regard-
ing manufacture of Ram Bed Type Milling Machines is lying in-
effective since September, 1970 as not even the first order has been
placed with the collaborator so far. This clearly indicates that the
need for diversification was not examined with regard to the market

demand.

4.19. The manufacture of Swiss type automatics could not be taken
up as per schedule because of undue delay on the part of Govern-
ment in according approval to the phased manufacturing programme
as well as delay in the release of foreign exchange for import of com-
ponents and initial plant and machinery.

4.20. The collaboration agreement for the manufacture of Swiss
type Automatics was signed in March, 1971. The Company applied
for the Industrial licence in October, 1971 but the same was issued
by Government in November, 1972. The licence for the import of
machinery has however, been issued only now. As a result of these
delays the assembly of machine which was to start in the last quarter
of 1972-1973 will now be started during 1973-1974. Delivery sche-
dules relating to the supply of multi-spindle automatics, single spin-
dle automatics, Broaching machines, copying lathes, Fay automatic
and Horizontal Boring machines to the Defence Organisation and
supply of Horizontal Boring machines to M/s Bharat Earth Movers
Limited could not be adhered to although the demand for these
items was quite urgent from the point of the national security.

421. The Committee recommend that all the cases of delays in
starting the manufacture of diversified items may be investigated
with a view to fix responsibility for the delays. The Committee would
also like to be informed about the original schedules drawn up for the
manufacture of different diversified items, the extent of delay in
starting commercial production in each case and the extent to which
the delay was avoidable. The Committee also recommend that
Government should evolve a procedure for expeditious disposal of
procedural formalities so that delays at all levels are avoided.

4.22, The Committee further recommend that the cases where
diversification programme was launched without realistically assess-
ing the actual demand for such itemg should be investigated with
a view to fix responsibility. The Government/Management should
ensure that such mistakes are not repeated in future.



38

423. It has been stated that Company could not adhere to the
dlelivery schedule with regard to machine tools supplied to the De-
fence Organisation and M/s. Bharat Earth Movers Ltd. as most of
the sophisticated machines were being assembled and tried out for
the first time in the country and sufficient experience to achieve
end results could not be gained as originally planned due to the tech-
nological handicaps. The Committee are given to understand that
“it takes a minimum time cycle up to 11 to 2 years, for gerenal pur-
pose machines and 4 to 5 years for highly sophisticated machines to
develop requisite skill and efficiency norms- invelving design- and
manufacture of complicated tooling.” The Committee need hardly
stress that before launching on a diversification the Company/Gov-
ernment should satisfy that there is assured market for the diversi-
fied product. It should also take timely action for acquisition of the
necessary skill and training of personnel etc.

The Committee recommend that the Company should ensure ful-
ler utilisation of capacity augmented by creation of facilities for tak-
ing up production of new items in the event of demand for the new

items not being recurring and/or not materialising to the anticipated
extent.

B. Manufacture of Tractors Printing Presses and Heavy duty
Presses

4.24. A sub-Committee of the Board of Directors constituted in
July, 1968 in the context of falling demand and under-utilisation of
capacity suggested in its Reports (September, 1968) that a tractor
project may be taken up in Unit III, the manufacture of Printing
Presses may be taken up in Unit IV and manufacture of Heavy Duty
Press may be taken up in Unit V. The details of the Schemes and
their present position is discussed below under different heads.

(i) Manufacture of Tractors

4.25. In order to utilise the available spare capacity Government
approved (July, 1970) in principle the proposal to enter into colla-
boration agreement with M|s Motokov of Czechoslovakia for the
manufacture of Zetor Tractors. The technical collaboration agree-
ment was signed in January, 1971. The DPR was submitted to Gov-

ernment for their approval on the 12th June, 1972. Government have
not yet approved the DPR.

4.26. During evidence the Committee enquired about the delay
in the approval of the Detailed Project Report. The Secretary of the
Ministry explained that as soon as the DPR was received it was
found that the Board of Directors of the Company had themselves
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not considered the Project Report and approved of it. The DPR was
approved by the Board of Directors with: certain changes in August,
1872. The DPR was;: thereafter ‘submitted to the Bureau of Public
Enterprises in the Ministry of Finance, the Agriculture Ministry,
which is the user Ministry and the Planning Commission with a
view to see that the Project Report was complete in all aspects. The
comments received from these Ministries were comimunicated to the
HMT for clarifications and explanations. 'HMT had now given all
the clarifications and a meeting was proposed to be held on the 6th
February in order to finally clear the Project.

4.27. During' evidence the Chairman, HMT stated that the Com-
pany was not going to ‘whait for the formal approval of DPR by the
Government. A working Plan had been submitted to-the Ministry.
It aimed at producing 6,000 tractors by 1973-74. They had started
producing 3,200 ‘tractors already. He added that the effect of delay,
firstly in the preparation of the DPR.and then in its:approval was
not going to be significant, because in the meantime they had a
working plan which would be dovetailed into' the main plan, al-

‘though new equipment would not be brought until the DPR was
:approved.

4.28. The Committee enquired whether any survey of the pros-
pective demand of tractoers had been-made in coordination with the
Ministry of Agriculture before deciding on the manufacture of trac-
tors. The Secretery of the Ministry stated that Zetor tractors of 20
1o 25 hp. were being manufsetured at Pinjore. The bulk of the trac-
tors used in the country were of the 35 hp. variéty. This venture
‘was specifically at the instance of the Agriculture Ministry which
felt that there was an acute shortage of tractors of this range of 20
to 25 hp. This particular hp. range Zetor tractor was one of the most
outstanding. The farmers who had been used to that were quite
happy with that.

4.29. As regards the demand position he stated that they had dis-
cussed it- with the Agriculture Ministry. Recently ‘there had beep
some difficulty in the offtake. The present position was better than
what it was six months ago. There were some difficulties and some
uncertainty in the past.

4.30. Asked about the reasons for lack of demand the Secretary
of the Ministry explained as follows: —

“It is true that there have been fluctuations in demand. Nor-

by a large demand. But unfortunately because of the diffi-

mally 3 very good agricultural season is always followed
504 LS—4.
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culties on the agricultural front there has been a certaim-
fall in_demand. Also, there was some uncertainty caused:
by the future of land holdings. But my latest reports from.
Pinjore are that a significant part of the tractors manu--
factured by them has already been disposed of and 300-
tractors remain to be disposed of. This only amounts to a
month or 5 weeks’ production and not much. This is al--
ways in the pipeline. The agro-industries Corporations ot
the various States are assisting a great deal in marketing.
these tractors. But perhaps in order to keep up the de-
mand and movements, Government will have to take a
greater initiative in setting up agro-service centres. This.
is also engaging the attention of the Agriculture Ministry
and we are in touch with them on the subject.

4.31. About the capital cost, the Secretary of the Ministry stated.
during evidence that “Rs. 500 lakhs was envisaged at a time when.
it was felt that this would be a joint effort of the HMT and Mining
and Allied Machinery Corporation, Durgapur. Just as the Pinjore
unit of HMT was expected to have some spare capacity, it was felt
that MAMC at Durgapur would also have significant surplus capa-
city. But when the details were worked out, it was ascertained that
MAMC would not be in a position to contribute to this project be--
cause they were themselves thinking of taking up yet another trac-
tor project on a design developed by one of our national laboratories
—the Central Mechanical Engineering Research Institute. They had-
also some more orders than earlier envisaged for their primary line
of production, i-e. mining machinery. So, we had to re-work the
tractor project on the basis of HMT taking primary interest and other
ancillaries being brought from outside. So the total project capital
cost is now estimated to be Rs. 11.8 crores.’

4.32. The expenditure incurred on the tractor project as on 31st
March, 1972 was Rs. 11.04 lakhs as per details given below:—

(Rs. in lakhs)

Fixed Assets . . I-55
Technical Assis:ance Fee . . . . 616
Development & Com. exp. . . . . . . 333

11°04

4.33. The Committee enquired whether the delay in the comple--
tion of the Project was likely to push up the estimates of costs. It
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has been stated that “it would be difficult at this stage to make any
estimate of increase in capital cost due to delay in completion of the
Project. However, we would like to point out the work of construc-
tion of buildings required for the tractors has already been taken up
in HMT III, Pinjore.”

4.34. About the economics of the project it has been stated that
according to the phased manufacturing programme, 100 per cent indi-
genous production of tractors is expected to be achieved by 1976-77.
Under full production, the unit HMT III will produce 12,000 Tractors
involving an estimated sales turnover of Rs. 33.26 crores. The net
profit before tax but after providing for interest on loans and after
writing off development and commissioning expenditure is estimated
at Rs. 159.29 lakhs for full production of 12,000 Tractors during
1976-717.

4.35. The net profit before tax on capital employed is estimated
to be 10.25 per cent in full production.

4.36. As against the total production of 2,867 tractors, the sale of
tractors upto 30th November, 1972 was 2,250 tractors. It has been
stated that during 1972-73, 4,000 tractors are planned for production.
The indigenous content of production during 1972-73 would be 32 per
cent to 45 per cent.

4.37. The phased manufacturing programme is as follows: —

Years No. of Tractors % of deletion to imports
1972-73 4,000 . . - 32% 10 45%
1973-74 6,000 - 45% 1o 65%
1974-75 8,000 . . 657 to 869,
1975-76 10,000 . 86°; to 90 %

1976-77 12,000 90, 10 100%,

4.38. In a written reply the Management have stated that the pro-
duction and assembly of tractors has so far been progressing accord-
ing to schedule. However, HMT III, Pinjore is facing the problem
of power cut and consequently the overall production performance
of the factory for 1972-73 is likely to be affected.

4.39. The Committee enquired about the profits earned on the sale
of tractors so far. In a written reply it has been stated as under:.—

“The final sale price of tractors is to be fixed by the Govern-
ment of India. The price for the 2,000 tractors (batch of
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500 and 1,500 tractors) imported with and without dele-
tions' during 1971-72 out of which 1,605 tractors were as-
sembled during that year have not been yet finally approv-
ed by the Government of India. In view of this, we feel
it will not be proper to disclose the provisional profits
accounted for during 1971-72 subject fo final fixation of
prices by the Government of India. Apart from this, we
are of the opinion that the working of a unit should be
judged on a composite basis and not with reference to the
profitability of each and every product produced.”

(ii) Manufacture of Printing Presses

440, After failure of initial attempts made with other firms a
technical assistance agreement was concluded with an Italian firm
in September, 1969. However, the Government’s final approval for
the various clauses of the Technical Collaboration Agreement was
received only on 23rd January, 1971, The Detailed Project Report en-
visaged a capital outlay of Rs. 428 lakhs. The Detailed Project Report
was submitted to the Government in April, 1971 and was approved by
the Government in September, 1972. As regards the delay in the
approval of the DPR the agreement have stated that the approval of
the DPR by the Government of India involves several procedural for-
malities such as the examination of the same by the Administrative
Ministry, Bureau of Public Enterprises, Ministry of Finance, etc., be-
fore the same is put up for the approval of the Cabinet. After sub-
mission of the DPR the Government of India wanted certain clarifica-
tions such as demand analysis, profitability, etc.” All these factors as
well as procedural formalities have contributed to the time taken
for the approval of the DPR. It has, however, been stated that this
did not adversely affect the project as preliminary actions to com-
mence assembly of Printing machines was taken during 1971-72 and
assembly work has commenced during 1972-73.

4.41. During evidence the Secretary of the Ministry explained the
position as under:—

“It is true in the examination and final approval of the project
report about printing presses proposed to be taken up for
manufacture in the Kalamassery unit of HMT in Kerala,
more than usual time was taken.

In regard to certain types of machinery in the past we have
had some difficulties where we had not been able to carry
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the user industries along with us., The printing industry,
especially the newspapers industry is very important sec-
tion of the user industry and we have been wanting to
carry them with us in deciding what types of machinery
we will take:up for manufacture. We had discussions with
the Mastér Printers’ Association and various printing in-
terests. )

BAN

After the project report was worked out, there were some pro-
visions .in it .about certain commissions to various parties.
Further the channel through which sales be made were not
free from objection. In trying to find out a method by
which these objections could be completely obviated, some
time was taken. Then being a core industry, we had to
take the case right up to the Cabinet level and the same
sort of question had to be answered about markets for the
various types of machines which HMT was taking up. All
these were completed by. September, 1972 and we were
able to grant the final approval of this project. They have
started agsembly of printing machines by importing a num-
ber of camponents and by adding some indigenous compo-
nents, - The first printing machine has been released by
the Chairman "HMT about three months ago.”

442. He further informed the Committee that only one printing
machine had beeh released so far. The rest were in the pipeline and
were pending orders.

443, As regards the import of components for printing Press, the
Chairman HMT stated that the import application was of the order
of Rs. 35 crores.” The components were being imported from Italy.
He added that “it is a high degree of import content today because
we have not got the components.”

(iii) Manufacture of Heavy Duty Presses

4.44. The Technical Collaboration agreement for the manufacture
of Heavy Duty Presses in collaboration with M/s. Version All Steel
Press Company, USA was concluded with the firm in May, 1989 and
a Project Report was submitted to Government in March, 1970 envi-
saging a capital investment of Rs. 330 lakhs ihcluding Rs. 126 lakhs
in foreign exchange. The D.P.R. was, however, approved by Gov-
ernment in March, 1972. The Committee enqmred about the reasons
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for delay in according approval to the Detailed Project Report. Ina
written reply the Managément have stated as under:—

“After a preliminary scrutiny, the Finance Ministry, BPE and
Planning Commission had raised a few queries on the DPR
particularly with regard to the market forecast by us in
the DPR. Additional data had to be collected to answer
all these queries and a few more meetings were held with
all concerned in the Government, wherein Chairman, HMT
answered all the points to the satisfaction of the Finance
Ministry, BPE, etc. This process consumed quite some
time and resulted in the delay in the approval of the DPR.”

4.45. During evidence the Joint Secretary of the Ministry, however,
explained the position as follows:—

“The DPR which was first submitted by the HMT had to be
completely revamped, because that did not come up to the
needs and expectations of the different agencies which have
to be consulted before an investment decision is to be taken
by the Government. After the DPR was vamped, it was
circulated to the Bureau of Public Enterprises, Finance

v Ministry and the Planning Commission. Then a meeting
was held at the level of the Additional Secretary where also
! considerable misgivings were expressed as to whether the
percentage 6f growth assumed for the metal cutting press,
would actually materialise or not, because this is a new
type of machine which is being made, for which no precise
estimation of demand is possible. This information, on the
basis of which the demand projections have been made, had
again to be re-worked and a second meeting was held by
the Additional Secretary and finally we could achieve ag-
reement among all the agencies concerned after three meet-
ings. This being a specialised machine tool and a core
item, had to go to the Union Cabinet. After securing its
approval we could communicate the approval of the invest-

ment decision.”

4.48. According to the representative of the Ministry the time
which had been taken for approval of the DPR was primarily due
to two factors namely:—

“(i) inadequate preparation of the DPR by HMT in the first
instance and (ii) the misgivings among the different
agencies of the Government, notably, Finance, Bureau of
Public Enterprises and Planning Commission, in the con-
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text of the development of the machine tools used in our
country.”
4.47. As regards the procedure followed in the approval of DPR
“the Ministry stated as under:—

“A special procedure has been laid down for approval of DPR
on ‘the basis of which investment decisions are taken by
the Government. The procedure is that the DPR, when
received, has got to be circulated with an appreciation of
the Ministry concerned to the different Ministries which
are involved in it. Then we have to consult Finance,
Planning Commission and BPE. After their views are
received, they are relayed back to the organisation which
has prepared the DPR for its answers. After the receipt
of the answers, there is another inter-ministerial meeting,
on the basis of the conclusions of the inter-ministerial
meeting, a note for the Cabinet is prepared. That has to
be circulated to the Ministries concerned for their con-
currence and then placed before the Union Cabinet.”

4.48. it was, however, stated by the Ministry that the time taken
by Government in finally approving the DPR did not in any way
<come in the way of implementation of the Project. In 1971-72, metal
‘forming machines, worth Rs. 126 lakhs were actually assembled and
‘supplied by HMT. Therefore, the preparatory work and also all
‘that was necessary to launch full production of metal forming
‘machine had been going on.

4.49. The following table indicates the expenditure incurred and
-commitments made against project cost as on 30-11-72.

(Rs. in lakhs)
Particulars Project Actual ex-  Commit-
cost penditure ments
Land . . . . . . . 3:21 1-11 1-69
Buildings . . . 38:04 13°74 15° 86
Plant, Machmcry & qupment . . . 190° 90 38-48 $3°14
Electrical Installation & Office Equipment . 10° 65 §+00 613
Others (Vehicles & Railway Siding) . . 12°20 130 135
Technical Assistance Fee . . . 45° 00 10° 32 43'53
Development & Commissioning Expenditure . 30°00 1281
330-00 8276 121° 50

Note: The total estimated commitments for 1972-73 as per budgets would
be Rs. 129-00 lakhs. The Commitmen t1qghinst this during 1972-73 (upto
30-11-1972) was Rs. 30- 31 lakhs.
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4.50. The value of production and tﬁe imported CKD components
used in production are as follows:—

Value C.K.D. Com-
(Ré. in ponents.used

lakhs)
1969-70 10° 00
1970-71 3557
1971-72 . 125.96*

*Note : Value o:”.kﬁroduction indicated above is exclusive of imported content

of Rs. 156 *76 lakhs for the manufacture of Cartridge Case Lines for the Defence:
Organisation.

451. The order placed by Director General, Ordnance Factories.
for supply of Cartridge Case Line amounting to Rs. 237.92 lakhs was
completed in 1968-69. Inclusive of the order for Rs. 307.85 lakhs, the
value of orders placed by DGCF upto 31-3-1972 amounted.to Rs.
428.81 lakhs and the orders executed amounted to Rs. 280.08 lakbs.

452. The Committee enquired whether the company had been
able to adhere to the delivery schedules agreed to with the Director
General of Ordinance Factories. It has been stated that in respect of
one press ordered by Vehicle Factory, Jabalpur, there is a delay of
about 6 months*. In the other cases, no major delay is anticipated.
Against the supply order of Cartridge Case Line valued at Rs 307.85
lakhs, all the presses have been supplied according to schedule. Only
toolings involving complete imports are yet to be supplied. The
non supply of tooling had been beyond the control of the company
as supplies from United States were seriously affected during and
after the India Pakistan War in December, 1971 due to Government
of India Policy.

4.53. The Committee find that in the context of falling demand
for machine tools which were being manufactured by HMT and the
under-utilisation of capacity as a result thereof a Sub-Committee
of the Board of Directors suggested diversification of ' productien.
They suggested the manufacture of Tractors, Printing Presses and
Heavy Duty Presses in Units III, TV and V respectively.

A1 the time of factual verification the aduit has stated as follows:—

: i fication done by the D.C ‘A, Bangdlore, it should be 8 months.
Acc;)tr d)‘:sg :cl’sghzbz:: mer‘xtioned bnyCA that .’t.he mpany has paid liquidated
damages amounting to Rs. 7325/- for this delay.
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The.Committee regret to note that valuable time hag' been lost
in finalising the details of the schemes for these projects. Procedural
formalities consumed much of the time.

4.54. The Technical collaboration agreement for the manufgcﬁue..-
of tractors was signed in January, 1971 and the DPR was submitted
to Government by the Company in June, 1972 but the same has not
been approved by Government so far. A technical assistance agree-
ment for the manufacture of Printing Presses was concluded with
an Italian firm in September, 1969 and was approved by Governmentg
in January, 1971. The DPR for the Project was submitted to the
Government in April, 1971 and the same was approved after about
13 years (September, 1972). The technical colaboration agreement
with an American firm for the manufacture of Heavy Duty Presses
was concluded in May, 1969. The Project Report was submitted to
Government in March, 1970 and the same was approved by Govern-
ment after two years i.e. in March, 1972,

4.55. The Committee fail to appreciate the justifications offered
by the Government for delaying the approval of the Project Reports.
Instead of giving a green signal to the Company to go ahead with
the projects Government should have completed their examination
of the DPR and the profitability of the project and approved the
DPR in time to enable the Company to proceed with the project after
the financial sanction is actually available.

4.56. The Committee are informed that a special procedure has
been laid down for the approval of DPR on the basis of which in-
vestment decisions are taken by Government. The Committee would
like that the special procedure should be given a fair trial. They
would, however, emphasise that most of the issues involving diffe-
rent organisations in the Ministries should be resolved by joint
meetings at high levels so that the approval of DPR is not delayed.

4.57. The Committee recommend that the DPR for the manufac-
ture of tractors should be finalised without any further delay. The
Committee find that despite the fact that the company decided to
go ahead with the projects without waiting for the formal approval
of DPRs by the Government, they have not yet started the process
of indigenisation but are still struggling with the assembly of ma-
chines out of imported components. The Committee recommend that
the process of indigenisation of tractors, printing presses and heavy
dutv presses may be accelerated so as to achieve self-reliance ex-
peditiously. Effective steps should be taken to solve the problems .
like power cut so that production of tractors is not retarded.



48

4.58. The Committee fail to understand as to why Government
‘have not so far fixed prices for the tractors, printing presses and
heavy duty presses. The economic viability of these projects cannot
therefore be accurately assessed. The Committee recommend that
the details regarding pricing and profitability may be finalised with-
out further delay.
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CONTRIBUTION-MADE MY HMT IN THE DEVELOPMENT OF
MACHINE TOOL INDUSTRY IN THE COUNTRY

A. Performance of HMT in relation to total requirement of Machine
Tools
5.1. The figures regarding total requirement of machine tools,
imports, total indigenous production and HMT’s production for the
years 1956 to 1970 are given below:i—
(Value in Rs. lakhs)

Year  Totalre- *Imports 9% of im- *Total Indi- HMT's 9%HMT &, of HMT
ports to  genous produc- produc- produc-

Quirement total re- production tion tion to tion to

quirement total indi-  total

production

1 2 3 4 5 6 7 8
1956 9429 835°1 88- 6 1078 309 28-66 370
1957 1694 8 14606 86- 18 234-2 119:2 §0° 99 816
1958 1778- 4 1438:3 80- 88 3401 1767 51-9€ 1228
1959 2043'9  1628-8 7969 4151 196-2 47°26 12° 04
1960 26795 2093°§ 78- 13 5860 310°2 $2:94 1482
1961 3154'6  2422°1 76- 78 732:7 4247 57°96 17° 53
1962 3644-7 26045 7146 1040°2 552°9 5315 21-23
1963 4828-8 3150° 0 65- 25 1678 2 866-9 s1-66 2752
1964 5542°8  3444°4 6214  2098-4 934'3 4452 27-13
1965 60416  3493.2 57'82  2548-4 1119°4 43- 91 32'04
1966 7147 2 4299 3 60 1§ 2848-0 12210 4287 28- 40
1967 6487-7  3940°4 60°74  2547°3 9310 36-$5 2363
1968 5§687-9 3624 8 63-73 2063.1 975 0 47 26 26' 90
1969 45650 1898- 0 41° §0 26670 1338-0 46 42 65-23
1970 5553°0 1830°0 3300 3723'0 1§12'0 40° 61 82-62

23629-§ 106081

*Source Indian Machine Tool Manufacturers’ Association.

49
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5.2. It can be seen from the above table that the value of indi-
genous production of machine tools during this period amounted to
Rs. 2363 crores. The contribution of HMT during this period
amounted to Rs. 108 crores. The cumulative contribution of HMT
alone to the development of indigenous production of machine tools.
in the country during this period amounted to.about 45 per cent of
the total indigenous production. --It has been stated that the contri-
bution of HMT up to 31-3-1972 would amount to Rs. 135.7 crores.

5.3. In 1971, out of the total production of Rs.-50.8 crores worth
of machine Tools in the country, the contribution of HMT was about
Rs. 21.23 crores. By 1973-74, it is anticipated that the total indi-
genous production will be of the order of Rs. 85 crores out of which
the contribution of HMT would be of the order of Rs. 24 crores.
Roughly, their contribution would be of the order of 40 to 45 per
cent. ‘As regards the contribution made by HMT in relation to the
overall development of machine tools in the country, the Secretary
of the Ministry stated during evidence that:

“While in terms of value, the contribution of HMT has been
below 50 per cent, some of the very sophisticated and im-
proved types of machine tools have been taken up by HMT
and but for it, the production of these machine tools may
not have been taken up at all. Strictly, it is not only in.
terms of the money, but in terms of the gap which has
been filled and which would not have been filled by any
other Indian parties taking into account, their resources,
skill and technological competence that the contribution
of HMT has to be assessed.

5.4. In his statement made at the Nineteenth Annual General
meeting of Hindustan Machine Tools Ltd., the Chairman, HMT re-
viewed the developments since 1964 and stated as under:—

“If the years between 1953 and 1964 marked the first phase
in the history of the HMT, the period between 19864
to 1971 marked the second phase. During the first phase,
the output of the HMT exceeded Rs. 12 crores mark. In
the second phase, the output more than doubled to Rs. 25
crores. The expansion was achieved by establishing a
number of factories to produce machine tools in Bangalore-
(Mysore State), Pinjore (Haryana), Kalamassery (Kerala)
and Hyderabad (Andhra Pradesh), and watches in
Bangalore.

During these two periods (1953—64 and 1964—71) taking
good years together with bad once, the HMT had a fairly
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good record in terms of achievements in the field of
sophisticated technology, expansion of output, proﬁts and
generation of internal surpluses to finance ‘new-projects.

It was during the later years of the second period that, along
with the entire engineering industry of the country, the
HMT was hit badly by the recession. But instead of flinch-
ihg in the face of adversity, we in the HMT, with the full
support of the Government, decided to ‘fnéet the challenge
by a bold programme of expansion in varied directions.
This strategy has proved successful. The sales have
gtarted improving and the Company has again started
making profits.

The current programme of expansion marks, the beginning of
the third phase in the development of the HMT. In 1970-
71, before this expansion programme was taken on hand,
the sales and production of the HMT were of the order of
Rs. 20 crores .and covered only two items wviz., machine
tools and wrist watches with export running at Rs. 1 crore
level. The year under report viz., 197172 witnessed the
real beginning of the third phaseof thé Company’s expan-
sion programme when we reached a turnover of Rs. 29
crores which included new items other than Machine Tools
and Watches. When the current expansion programme is
completed, within the next few years, sales are likely to
reach Rs. 60 crores covering, apart from machine tools
and winding type wrist watches, several new items like
tractors, printing machines, heavy-duty presses and press
brakes, die-casting and plastic injection moulding
machines and automatic day-date watches. The exports of

v the HMT are planned to rise five-fold to Rs. 5 crores per

A annum in the course of next five years.”

B. Expansion Programme

5.5. During evidence, the Committee enquired about the direc-
tions in which expansion was contemplated and how much expan-
sion would be on sophisticated tools. The Secretary of the Ministry
explained as under: —

“It has been our experience during the last two Plan periods
that there are occasions when there are recessions in de-
mand for machine tools. It is perhaps right to say that
whenever there is a recession, the first to be affected and
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the last to recover is the machine tool industry. There-
fore, so far as HMT is concerned, we have decided that it
would be very necessary to have certain lines of produc-
tion which would be able to absorb some of the fluctuating
fortunes of the machine tool industry. This is why we
have been diversifying the lines of production even during
the Fourth Plan period in some of the major HMT units.

So far as the HMT factory, Pinjore, is concerned, the milling
machine which is produced there is subject to fluctuating
fortunes. Despite four or five years of working, the
return on the investment has not been sufficient to service
the capital and we had to go in for some other product
which would enable us to have a sustained market. That
is why we have gone in for the production of tractors in
Pinjore. We went in for tractors partly for this reason
and partly because we anticipated that there would be
surplus machine capacity in the factory which can be used
and which would enable us to reduce investment on a new

tractor factory.

So far as the Hyderabad unit is concerned, the line of produc-
tion is special purpose machine tools which depend pri-
marily on the growth of the automobile industry and some
of the sophisticated and user industries. So, we should
give them some items of batch production. Therefore, we
have taken up the manufacture of heavy duty press,
because that will to a certain extent balance the produc-
tion there. So far as the Fifth Plan is concerned, lamp
making machinery would be manufactured at the HMT
unit, Hyderabad. That will solve to some extent the diffi-
culties, of the Hyderabad Unit of HMT.

So far as the Kalamassery unit is concerned, we have taken
up a new item, namely, printing machinery of different
types. In fact, this is one of the reasons why in Bangalore,
watch was taken up as one of the consumer items, though
it is a separate unit altogether.

We shall be identifying some of the more difficult and more
sophisticated machine tools which can be taken up for
production in HMT factories in the Fifth Plan so that both
in terms of value and range of production we would be
expanding in all the machine tool units. Again, we are
identifying what other items could be taken up there,
partly to balance production and partly to absorb
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any surplus machine capacity that may be there in the
different HMT units.”

5.6. The Committee pointed out that they had been informed that.
the earlier expectation that the HMT would concentrate on the
production of sophisticated machine tools leaving the manufacture
of simple, single purpose tools to small and medium units in the
private sector did not materialise much to the charging of small
sector. They enquired about the correct position in this regard. The
Secretary of the Ministry stated as under:—

“On the question whether HMT should concentrate on more
difficult items, it is true that at the time when the factory
was set up there was a broad production profile which was.
thought of for HMT. That was the time when it was felt
that the public sector should take more difficult items,
leaving it to the private sector to take up less difficult
items. In the case of capital goods, the profitability and re-
turn on capital would be less. Over the years, the approach
and pattern in this regard have changed. e feel there should
be balanced production, balanced both in the sense of
technology and proper return on the capital invested.
Therefore today there is no such thing as leaving all the
simpler or more profitable items to be produced by the:
private sector. We would certainly like to take up a
mixed package of production in public sector units so that
the profitability of the undertaking would be better that.
what it would be otherwise. So, we have taken up both
sophisticated and less sophisticated simpler machines in
HMT. It is a mixed and balanced package that have been
taken up for manufacture.

5.7. In a written reply, the management have explained the posi-
tion as follows:—

“There is no specific bar on the range of products which HMT"
should produce. The Company should have the liberty
and choice of product pattern, keeping in view the demand
and overall profitability of the company. The question of
chagrin of small sector should not, therefore, arise. The
Company by and large has concentrated on the production
of general purpose machines with which production
started in the various factories and has also diversified the
production to include production of highly sophisticated:
machines.” ’
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It was further stated that:

“The Company has mainly concentrated on the manufacture
of general purpose machines and sophisticated machines of
higher price range. However, in view of the out-in-demand
from the large scale industries like Automobile manu-
facturers due to various Socio-economic reason the demand
for sophisticated machine tools is limited and hence, the
company has also to undertake manufacture of small
ranges of general purpose machine tools.”

5.8. During evidence, the Committee enquired whether it would be
correct to say that during the so called recession period the demand
for standard machines fell but the demand for the sophisticated

machines continued and these continued to be imported. The Chair-
mman, HMT stated as under: —

“It was inescapable. But these import figures were down.
Since there was no facility to make in the country and
we were trather struggling for the manufacture and estab-
lishment of techniques, we were afraid to take up these
items in the initial period. When the force of recession
came, we had to plunge in. In November, 1966 when the
demand from the Defence came for the manufacture of
sophisticated machines, we took up these projects—truck
tractors -and some of the defence weapons were manu-
factured during 1966-67. I went abroad and took defence
requirements and negotiated. We had to get into that,
although our boys were not ready. We had spent some
of the energies and resources in developing these very
sophisticated machines which you see had to be produced
in the country. We admit that we were hesitant whether
we would be able to make or not and it took us five years.
Now we are confident to handle all this.

5.9. Asked about the steps taken to meet the growing requirement
-of sophisticated tools in the country the management stated

that the company has from time to time taken up the manufacturer
-of sophisticated machines, such as follows:—

Multi Spindle Automatics,

Single Spindle Automatics,

Electrically Controlled Milling Machines (E2),

Gear Hobbers, Surface Grinders, '
Electrically controlled milling machines (type F3/F4),
Broaching machines, Copying lathes, '
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Drilling and Boring machines,

Special purpose machines, FAY Automatics

Horizontal ‘boring machines,

Die Casting & Plastitig "Imjection Moulding macmnes, Drum
TFurret Lathes etc.

5.10. It was added that the Company were also entering the field -
of manufacturing -~ Numerically controlled machines, : Machining
‘Centres Electro. stchatge machines etc.. -

L. Future Productlon Programme

5.11. The Committée enquiréd ‘about the demand projections for
‘the Fifth Five Year Plan and the steps taken to meet the increasing
demand of machine tools in the country. In a written reply, the
Ministry have stated that “the final demand estimates for the Fifth
‘Plan period ‘is yet to be made.” About the steps taken to meet the
:increasing demand ‘for mmachine tools, it has been stated as follows: —

“The actual .steps for increasing the total production of
machine tools in the eountry will be clarified .as soon as
the estimates of demand etc. are finalised. The expansion
and diversification- in ‘the - public sector-undertakings to
meet the increasing requirement are under:constant re-
view. The units in the private sector may also expand and
‘mew undertakings-can also come into being, having regard
to the over—all demand ‘in the: domestic - and export
market. e .

5.12. During evidence the Chairman HMT, however, stated that a
‘very detailed project report had been worked out for every expan-
‘sion that was to take place. ‘The.Plan for: the future was to reach
Rs. 60 crores turnover per annum by the end of 'the Fifth Five Year
Plan. It was estimated that the profit after taxes would be of the
order of Rs. 3 crores when Rs. 60 crores level of turnover was
‘reached: 8Before taxes it'woudd be double. He. stated. that the re-
port htd baen acoepted ‘by Government s Vanhooa o e

£ [N R R S

5 13 As regards the expansion of production and sales after 1975-
76, the Chairman,-HMT: in-his statement at the nineteeathr -Annual
General "Meeting of MO I-hndusm Mach'lne 'lhols btd haa stated as
Ampderne—te e R 4 IR TR PO %

My

“By far the largest part of the increase in output during recent
« Years has come fxom-the-new types of.machine tog]s intro-
duced: for the first time as patt of diversification, prog-
B0 LS5 - » o T o s -
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rammes. Particularly, in the case of HMT, a sizeable part

of the increase in production and sales come from the new

items like tractors, heavy-duty presses and die casting and

plastic injection moulding machines as also new types of

machine tools. Thus between 1969-70 and 1971-72 the-

h actual sales of the HMT increased by Rs. 11.93 crores. Of
this increase, only 31 per cent (Rs. 3.75 crores) came from-
old products and as much as 69 per cent increase (Rs. 8.18.
crores) came from new products. The lesson is thus clear;
the tempo of expansion of production and sales is deter-
mined largely by the new items of production.

The increase in the output of the new items, taken up by
the HMT as part of the current expansion programme
can be expected to import continued and vigorous momen-
tum to the expansion of production and sales of HMT, say
upto about 1975-76. By this time, the momentum derived'
from the current expansion schemes would have been
fully exploited. Thereafter, other things being equal, the
expansion of production and sales of the HMT will lose its
vigour and tend the level off, with familiar adverse impact
on the profitability.

I, therefore, suggested that in order to maintain our dynamic
expansion of production and sales even after 1975-76, we
should plan some new expansions in such a manner that
the new production capacities may be commissioned
during the years after 1975-76. Since the gestation period
of a new engineering project from preliminary concep-
tual thinking to actual production is about five years, the -
time to start thinking about the new round of expansion-
is right now.”

5.14. The Committee find that on an average .the cumulative con-
tribution of HMT to the development of indigenous production of
machine tools since the commencement of production has been of
the order of 40 per cent to 45 per cent. The Committee however, note
that the value of production in HMT indicated a sudden drop from-
Rs. 12.21 crores in 1966 to Rs. 9.3 crores in 1967 and Rs. 9.75 crores
in 1968. The Committee were informed that when the factory was.
set up there was a broad production profile and it was felt that public
sector should take up more difficult items leaving the private sector
to take up the less difficult ones. The Committee, therefore, feel that
had the Company engaged itself in more sophisticated machine, tools
rather than on standsrd machines, the HMT would not have been:
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affected by recession as has been admitted by the Chairman, HMT
himself during evidence.

5.15. Due to fall in demand of the machine tools manufactured
by HMT, the Company decided to expand their activities in various
directions through diversification of production, with the result that
the production in HMT is now showing an upward trend. It has been
stated that the increase in sales during the recent years has been
from new types of machine tools introduced for the first time as part
of diversification programme. From the sales performance of HMT
from 1969-70 to 1971-72, the Committee note that 31 per cent of the
increase in sales was contributed by old products and the remaining
by the new products, It is, therefore, evident that the demand for
old type of machine tools manufactured prior to the launching of
the expansion programme has not picked up sufficiently even though
the recession was over long ago.

5.16. The Committee are therefore inclined to feel that in the
past the planning of production and product-mix of HMT had not
been related to demand for the products as otherwise this situation
would not have arisen.

5.17. The Committee would like Government to take a serious
note of this demand projection and examine the matter in depth to
see what further diversification programme could be taken up by
HMT so as to maintain its dominant role as producer of machine
tools in the country, The Committee, also stress that product-mix
and the pattern of machine tools should be carefully worked out
keeping in view the demand of machine tools in the country and
overall profitability of the Company. The Committee need hardly
stress that before deciding the future production programme for
the Fifth Five Year Plan the Government should clearly demarcate
the respective roles of the private and public sectors so that they
can meet in full the overall needs of machine tools in the country
at the same time ensuring that the interest of small gcale sector
is not in any way affected.

5.18. It has been pointed out by the Chairman, HMT that the
increase in the output of the new items taken up by the HMT as
part of the current expansion programme can be expected to impart
continued and vigorous momentum upto 1975-76. Thereafter. the
expansion of production and sales of the HMT will lose its vigour
and tend to level off, with familiar adverse impact on the profitabi-
lity. :



58

5.19. Since according to the Management, the gestation period
of a new engineering project trom primary conceptual thinking te
actual production is about 5 years, the Commiitee need hardly stress
that Government should plan right from now, for the programme
of expansion to be taken up after 1973-76, so that the Company can
utilise its capacity to fhe maximum, '

D. Imports and import substitution

5.20. It is observed from the statement in Para 5.1 that the per-
centage of imports of machine tools to total requirement in the coun-
try dropped to 33 per ¢ent during 1970 as against'88.56 per cent dur-
ing 1956: b -

.>Q5.2.1. During evidence, the ,§ecretary of the Ministry stated that:

“At the moment, about 65—70 per cent of the requirement of
the country are met out of indigenous production ' and
about 30 per cent is met through imports. If we check up

the figures in the last few years the percentage of the re-

§

quirement that has Been met by imports has been show-
ing' a ‘steadily’ declining trénd ‘and 'we expect that at the
énd of ‘the Fifth Plan the percentage met through imports
will be reduced to anything between 20'ahd 25 per cent.”

e Ty

5.2‘2. The Committee enquired about the contribution made by
HMT in this regdrd, it was statetl: ‘

“We have not made a detailed analysis of the contribution of
HMT to import substitution, but it would be somewhere
between 40-—45 per cent.

5.23. As regards imports, in the Fourth Plan the Chairman, HMT
stated "during evidence that: ' ’

“Import was there and it was considerably high; but the items
‘-that have been imported into the country, amounting to
Rs. 30 crores, consist of those items which -India cannot
develop overnight. They are extremely complicated, costly
and sophisticated machines. : '

5.24. The Committee enquired whether imports were being made
bechuse of dédlay 1h'$ettitig up 'of new’dapaelty or wint ot the parti-
cHllar*typbs"Bhd how " fap’ wis Bropoded to bé Bidged.

In a written reply, it has been stated that:

“there has been a .éign!t'i“cant 't;lrop in the import of machine
T toold HoWever” It ‘will 'have: t6' € ‘mientibhed’ fhimt' "o
19.\
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country in the world can claim tq be self sufﬁcient in
the product:on of all types of machmes It is necessary
to depend on imports for several reasons such as the di-
ficulty in production of certain types _of machme tools
as well as the un-economic nature of productlon of
small quantities of machine tools.”

 5.25. In his statement at the Nineteenth Annual General Meet-
ing of Hindustan Machine Tools Ltd., the Chairman, HMT has
made a brief review of some significant trends, in the machine
tools industry in India during the recent years, As regards achieve-
ment of self-suﬁ’lclency in machine tools he has stated as follows:—

“Taking the md1genous production and import together the
total requirement of machine tools in- India reached the
peak level .of Rs. 71 crores in 1966. Thereafter due to
recession, there was a drastic fall in the requlrement to
Rs. 43 crores in 1969. However, there was good recovery
in the subsequent twe years which lifted the total re-
quirement in 1971 to Rs. 68 crores, which was still Rs. 3
crores less than the peak level of 1964. Thus, if we con-
centrate attention on the two terminal years viz., 1966
and 1971, the domestic market for machine taols did not
show any expansion; in fact there was a small contrac-
tion.of the market. Yet the significant fact is that during
the same period there was a sizeable expansion in the do-
mestic production of machine-tools from Rs. 28 crores in
1966 to Rs. 48 crores in 1971. How did the Indian machine
tool industry manage to. sell Rs. 20 crores worth more.of
machine. tools in the face of near stagnant domestic -de-
mand? By vigorous and successful efforts for import subs-
titution, as a result of which, the imports of machine tools

' were brought down sharply .from the.peak.level of Rs.

" 43 crores.in 1966 to Rs. 20 .crores in.1971. In. short, the
indigenous producers could increase their sales of machi-
ne tools by Rs. 20 crores primarily .Jecause.the imports
could be cut down.by the correspending .amount. These
facts .are of great importance in .relatian.to any thinking
and planning about the future of the machine tool industry
in India.

I may touch upon one more notahle aspect of the development
of India’s. . machine. tool industry.. When we hegan produc-
tion in. 18668 the imdigeneous .production.of,machine tools
for the HMT and other units in the country met only 11 per
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cent of the total machine tool requirement of the Indian.
economy. The other 89 per cent of the requirement was
met by imports. Even as late as 1968, the domestic produc-
tion met only 38 per cent of the total national require-
ment. Then with a sudden jump, the percentage leaped to
62 per cent in 1969. In 1970 and 1971, the domestic produc-
tion provided as much as 70 per cent of the machine tool
requirement of the country. Within a few years, this
figure may reach 75 to 80 per cent. But beyond that, it
may not be possible to go.

‘e
A,

In this connection, I may draw your attention to the fact that
no country in the world can achieve cent per cent self-
sufficiency in machine tools. Even the most advanced coun-
tries of the world import machine tools from abroad. This
is particularly true of India in respect of machine tools
whose import is restricted to so few numbers that it is
impossible to start domestic production of such machines
at economical and viable price level. So, it appears that
the scope of expanding indigenous production by further
import substitution would not hereafter be as large as it
has been during the past five years. The most important
policy implication of this analysis is that the recent up-
ward trend in the domestic production and consumption of
machine tools is unlikely to continue at the same tempo.”

5.26. During evidence, the Committee pointed out that the work-
ing group of the Machine Tools had recommended that it must be
ensured that there would be no possibility in future date to import
under pressure, machine tools similar to those already manufactured
in the country. The Secretary of the Ministry stated that:—

“whenever any proposal for import from any industry comes,

the applicant is required to advertise the requirement.

Then 45 days have got to be given as the time for indi-

genous manufacturer to respond and all the responses re-

ceived are then examined. If there is no response from the
indigenous manufacturer in respect of any item/items

™ then such item/items are included in the application. Then
¢ it comes up before the Capital Goods Committee where
T they examine whether any type of machine tools which
is proposed for import is being manufactured in the coun-

-t try or not. We take particular care to see that no import
T is allowed of any type of machine tool which is manufac-

SN tured in the country.”
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5.27. The Committee find that as a result of sustained efforts
‘ for imports substitution, the lmport of machine tools has been gra-
dually brought down. In 1956, the mdxgen?us production of machine
tools from the HMT and other umts in the country met only 11 per
‘cent of the total machine tool requirements of the Indian economy.
" The cther 89 per cent of the requirement was met by imports. In
1970 and 1971, the domestic production provided as much as 70 per
cent of the machine tool requirement of the country. The Com-
mittee were informed that at the end of the Fifth plan the percentage
“met through imports is expected to be reduced to anything between
20 to 25 per cent. It has also been stated that it may not be possible
to go beyond this limit as it is necessary to depend on imports for
- several reasons such as the difficulty in production of certain types
of machine tools as well as the uneconomic nature of production of
small quantities of machine tools.

5.28. The Committee, however, regret to note that no detailed re-
view has been made by the Government/HMT to find out the contri-
bution made by HMT with regard to import substitution. It has been
stated that roughly the contribution of HMT would be of the order
of 40 to 45 per cent of the total contribution made in the country in
regard to indigenisation of the manufacture of machine tools.

5.29. The Committee feel that although at the earlier stages it was
imperative for HMT to enter into technical arrangements in order
to bridge a wide gap that existed between India and more developed
countries in the field of design and development of machine tools,
a stage has now come when dependence on foreign technical assis-
tance and know-how should be reduced to the minimum.

5.30. The Committee, therefore, recommend that Government/
HMT should chalk out a realistic phased programme of achieving
self-reliance so that not only.the imports of machine tools are reduced
to the minimum feasible limit but the dependence of foreign tech-
nical assistance and know-how is also gradually brought down if not
altogether eliminated.

5.31, It has been stated that whenever any proposal for import
from any industry comes, the applicant is required to advertise the
requirement in order to find out whether the item can be manufat-
tured indigenously. The Committee, however, recommend that the
Government/HMT should make a detailed study about the items
which can be manufactured indigenously. The Design and Develop-
ment Department of HMT and the Central Machine Tool Institute.
Bangalore should keep themselves uptodate in this regard so that
the necessity of finding out this information through advertisements
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is obyiated. TherGovemmentIHMT shoifld alsb anilyse the pattérn:

of imports so as to decide as to which items should be feasible for-
indigenous manufacture,

E. Manufacture of Several New Types of Machines by HMT

5,32, ¥t has been stated that in.additien to the new machines
eattblished- for..production: under- the various .collaboration agree-
ments, the Qompany has-also produced subsequent to 1965-66 several’
pew-4ypes of machines.developed out-of its own.design efforts, such
a3 Milling Machines.of M2 series (seven types). in Unit III, Grinding
Machines:(two types) Tool Grinding and Lapping Machines (two
types), -Mechanical: Chucker, Mini- Chucker, Central Lathes Heavy
Duty Lathes (4 types) in Units I and II and sevaral types of Special
Purpose Machines in Unit V. The turnover of these products aggre-
gated Rs 1703 77 lakhs upto 31st March, 1972.

533; 'Ehe statement ngen below indicates the sale of Company’s
own design products.

———— ——n

Products| Units Cumulatipe turnover
HMT1 and Il, Bangalore as on 315t March, 1972
(Rs. in lakhs)
Li2 . . . . . 278. 22
Lss - . 58-09
E2, - 164 0K
G¥ 20 . 6-88
SPMs - T 119:47
G99 e ,A8'.38
Minichucker . . + 27-98
TR, - 070
Column Drills 2054
ATW lathes—A 24 6-12
—
YD 73043

HMT IfI, Pinjore

Msz’MzEP © 215-49
MITR: 31-00
FN2/FT2 . . < 13-1R
F2 322

262 89
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1 2

T

HMT V) Kalamassery

LT 20 : 3964
HMT V, Hyderabad
SPMs/FBMs © 670°23
Unit heads o-s8
670 81

Cumulative as on 31-3.1972 1703° 77

b

'5.34. Time taken for the production of machine from the start of
design work to the date of production of first machines varied bet-
ween 1 to 3 years,

5.35. As regards the performance of these new types of machine-
tools as compared to similar imported machine tools both in the
matter of operation and pricing it has been stated as under:—

“The performance of the new machine designed by the design
and development department of the company has been
found to be satisfactory.

Theptices .of “these .machines. cannot be striotly compared
'with./the. imperted machines-since in' some cases the-im-
porded equivalents are not.available.. In‘cise of other ma-
chines. involving .adaptations:.sugh. as M2P, M2EP, PN2,
etc., the prices are quite comparable.”

'5.36. The Committee enquired about the significance of,, the-
term “developed out of its ewn design efforts”, whether it implied-
development . of; completely new,. designs-by the Gompany: oriadapta-
1tioms of existing designs of Cpllaboraters : with minor- modifications
therein. The Management explained the position as follows:—

“There can’t. be anything, like 100, per cent original idea. in. the -
designing of new machine tools. Several types of existing
designs are carefully studied before bringing out a new:
.design: conceps. To-put- it in- other. worda, .. the - designers
-learn new ideas from the old designs and not copy the very
shme cexisting: ideas. .The: machines developed-out of the-
Company's. own design” efforts represent such:new de-
sign concepts and do not involve any outside technical col-
laboration for technical assistance in manufacture of such.
new machines.
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«~or GTR machines, the Central Machine Tool Institute, Ban-
galore has given the basic design. The developmental
work has been done entirely in the Company’s works and
the company has thus put in a substantial original effort
in designing the machines and developing their produc-
tion. M2P/M2EP, MITR, FN2|FT2 machines are adapta-
tions.”

5.37. Asked whether patents for any of the designs had been re-
gistered, it was stated as under:—

“We have not so far applied for any patent for the machines
designed and developed by us indigenously. To the best
of our knowledge, machine tools as a complete unit are
not patented by any manufacturer. Patents are applied
for in respect of some of the indigenous mechanisms, sys-
tems, etc. We have submitted the following items recent-
ly for Inventions Promotions Board’s Award:

1. Pragmato
2. Worm type Chip Conveyor.”

F. Development of New Designs

5.38. A team of engineers of HMT in collaboration with Central
‘ Machine Tool Institute, Bangalore and engineers from American Tool
Works, Cincinnati have jointly developed a centre lathe C21-first in
. she series of modern lathes—for international market. The proto-
-type of the machine hag been made and is undergoing test. The.
lathe has features which are acceptable to- European and American
markets and also fills the missing gap in the country for centre lathes
- of 260-450 mm, size.

5.39. The Design engineers of HMT are engaged in designing ‘Ma-

- chining Centres’ with Numerical Controls (N.C.) jointly with British

and American engineers. The Design engineers in coordination with

the Central Machine Tool Institute and Bharat Electronics Ltd. are

- also trying to evolve design, for Numerical Control systems for ma-
-chine tools.

5.40. The National Committee on Science and Technology (NCST)

has prepared a plan to develop indigenously design of over 50 im-
portant machine tools. HMT has been assigned the task of develop-
ing on their own or in coordination with the Central Machine Tool
" Institute, Bangalore as many as 28 machine tools, out of 50 selected
designs.

Yot o ateios @ Na
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G. Design and Development Department

5.41. The annual Expenditure incurred on the Design and’ Deve-
.Jopment was as follows:—

(Rs. in lakhs)
1966-67 © 21'74
1967-68 - © 34°30
1968-69 - © 31°59
1969-70 - . + 36-22
1970-71 - : * §2'00
1971-72 . - . . . . . §7.00

5.42, During evidence the Committee enquired whether the
.achievements of the Design and Development Department were com-
mensurate with the expenditure incurred on it. The Chairman HMT
.stated as under:

“I should say that the achievement from the design and deve-
lopment are commensurate with the expenditure incurred.
We incurred far too little because we did not have sufficient
liquid finance for investment. In 1966-67, we spent
Rs. 21.74 lakhs and in 1971-72 we spent Rs. 57 lakhs. So
we are continuously increasing and I say now the design
department is doing a very good work and in fact, we
should expand its activities a little more.”

5.43. Asked as to whether the performance of the new types of
machine tools designed and developed exclusively by the design and
Development of the Company compared well with similar imported
machine tools, both in the matter of pricing and of operation and
pricing, it was stated that “in the design we evolve, 100 per cent
indigenous, they are cheaper than the FOB price to a comparable
machine abroad.”

5.44. The Committee enquired about the steps taken by the com-
pany to coordinate the functions of the Design and Development De-
partment and Sales and Marketing Department. In a written reply
it has been stated that the ‘“design and development department
works in close cooperation with the sales and marketing department.
Whenever the design and development department wants to bring
out nevr design of products, the same is examined as to marketabi-
lity in consultation with the sales and marketing department. ‘The
marketing department also asks this department to take up’desxgn
of new products as and when warranted by the market” =~
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5.45. During evidence the Committee pomted out that there was.
2 general complaint, that. the existing .designs of, mapy, of the indi-

genous machine tools were out-moded. The Additional Secretary
stated:—

Vo
“This criticism, I would submit, is partly justified because in
a protected market, there is not that amount of incentive
at least for domestic requirements to keep the designs and
technology as up dated as it should be in a freely compe-
titive market. But this lacuna has been noticed by Gov-
ernment and in various meetings of Development Councils,
we have been urging both HMT and other public sector
units, to undertake research and development facilities so
that they can, in their organisation and in the industry as
well, keep the production technology and designs, up-to-
date. We have also constituted very high level groups
-under the National Committee of Science and Technology
to devote attention to this problem and see how the de-
signs.can. hg. kept constantly updated, what. sort of assist-
ance.is peeded by .the various upits and alsq to take up:
developmﬁnt of newer type of machine toQls which are
. today. being imported, This. problem. is regeiving atten-
tion and.ane of the tests is that, when,they go into the ex-
port, market—obsqlete .and out-dated designs will stand no-
.chance a}.all—Tg. the.extent the industry. gets exposed to
competition in.the overseas markets, and when they have:
got to fulfil certain production and export targets, that
also serves ag incentive for develaping production. techno-
logy cetc.. I would submit that the. criticism, is {¢ some
extent, valid, The attention..qf . the industry:. has: been
drawn to-this amd. we have asked them to make all out
eﬂorts in this direction y

(Vv

546 In regard to the development of technolo.gx the C,hauman,
HMT in his statement of the Nineteenth Annual General Meetmg of
Hindustan Machme Tools Ltd stated as follows —_

“The HMT: started. thh the produehon. ,of smple genexal,m}r'

pose .machine tools. So did gther machipe taol producers

.in the eountry. No wondes, therafore, that the market for

't .such machine, toals was. sqon. satyrated and in some cases
' even, gvepsaturatad. Whatever gbjective one has in view
.either the.survival gnd progperity of the company. . er

> ' saping valuahle foreign exchange through import{ substi-
’ tutign—the HMT had to accept. the logic of this particular
¢ industry and go in for the nroduction of more sophisticat-
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ed machine tools. Furthermore there is no scope of ex-
panding'frachine todl exports from Trdia unless we take
t ¥He produétion 'of theé'sophisticated machine tools in
such ‘a matner as to be able to 'face the competition in
thé world mérket from the esta’blished 1ntemational giants
both in termd ot quall‘ty and prites.

All these call for a determmed drive for mastering new tech-
nologies such as these tequired for the production of Sin-
gle and Multi-spindle:Automatics, Géar Shapers and Gear
Hobbers,’ Hotizontal Boring Machines, Copying Lathes,
etc., and the latest types of NC:tachines ke’ Machining
Centre and NC Turning Centre. Viewed in the context
of these considerations, the way we expanded the range
of production of sophisticated -machine tdols at the HMT
can be regarded as an'eloquent testimony to our success-
ful drive for mastering the advanced technology in this
field. Last year alone, our outlay on research and deve-
lopment was as high as Rs. §7 lakhs. We have ‘plans to
further expand our activity in this direction. "

In this connection, I would like to draw your attention to two
" recent testimonies to the level of technological sophistica-
tion achieved by the HMT.

In the wake of the recent conflict with Pakistan and the un-
friendly postures of some of the foreign aid-givers, the
Government of India has¢called upon the stieritists and
techniologtsts ifi the country to ‘intensify the drive for seM-
reliance. “Tn furtherahce of ‘this objeéttive; the National
Committee on Science and Technology (NCST) has been
preparing crash plans for accelerating the advance to self-
reliance in a number of flelds which are of vital import-
atice for the edohortty in general and our defence capabi-
Mty in particular.  In the field of machine tools, the NCST
has prepared a“plan to develoo indigenously, designs of
over B0 important sachine 'téols. ' It As s meastre of ~ the
confidence 'which :the country -has in' *the’ techhological
capabiity of the HMT that we have ‘beén"assigned ' the
task' 6f devefoping ort our swn andlor-in-coordination with
the Centrnl Machine Tool Institute, Bangalore as many
as 28 machine tools, out of the 50 selected designs.

Ay T e Aee aeemre FY te b s e anddtemn a"Y er
The second testimonv has come from a highly advanced coun-
"ty the blsiness ‘o ‘thachifie” tools! 1 am referding fo'a
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ten-year technical collaboration agreement which the-
HMT has recently concluded with M|s. Wickman Limited,
a Jdeading machine tool manufacturing company of the
UK. Under this agreement, the HMT would give techni-
cal know-how for the manutacture of ‘Mini Chuckers’ to-
the British Company on royalty basis. The sense of grati-
fication which this agreement has generated in the coun-
try was reflected in the remarks of an economic daily of
Bombay which described it as “a near miracle” and “a
breakthrough for the first time in the history of Indian
machine tool technology.”

5.47. The Committee find that in addition to the new types of ma-
chines established for production under the various collaboration
agreements, HMT have also produced several new types of machines
developed out of its own design efforts. The sale of Company’s own
design products upto 31st March, 1972 amounted to a little over Rs. 17
crores. HMT have also been assigned the task of developing on their
own or in collaboration with the Central Machine Tool Institute,
Bangalore as many as 28 machine tools out of 50 selected designs.
The Committee also note that the annual expenditure on Design and
Development Department of HMT has been gradually increasing. As
against Rs. 21.74 lakhs incurred in 1966-67, Rs. 57 lakhs were spent
in the year 1971-72, While all such efforts on the part of HMT to
achieve self-reliance are highly commendable, the Committee feel
that activities in thig direction should be further intensified in order
to master the advanced technology in the manufacture of sophisti-
cated machine tools and to evolve designs for numerical control sys-
tems.

5.48. The Committee regret to note that althouigh the Working
Group for Machine Tools for the Fourth Plan had pointed out in
their report that many of the existing designs of indigenous machine
tools were outmoded, it is only recently that this acuna was noted
by HMT when they found that-their machines did net find ready
market. The Committee feel that the Indian Machine Tool Indus-
try has not been backed up by a vigorous and dynamic research and
development programme which studies in depth the requirements of
users. - ‘ :

549. The Committee note that Government have been urging
both HMT and other public sector Units to undertake the Research
and Development facilities so that they keep the production techno-
logy uptodate. A high level Group under the National Committee:
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of Science aﬁd Technology has been constituted to devote attention-
to this problem.

5.50. The Committee recommend that the activities of the National-
Committee on Science & Technology, the Central Machine Tool In-
stitute, Bangalore and the Design & Development Department of
HMT should be well coordinated and all possible assistance and
encouragement should be given to Indian engineergs to evolve and
master basic designs so that machine tool industry in India may be-
able to stand on its own feet.

H. Exports

5.51, The Working Group for Machine Tools for the Fourth Five
Year Plan recommended a target of export of approximately 2500
machine tools valued at Rs. 7.5 crores by 1973-74.

5.52. It is stated in the Report of the Working Group that a rela-
tively low target for export was fixed deliberately in consideration
of the existing incentives and facilities for export. It was noted that
India was practically unknown in the international market, either in
the developed or developing countries, as a manufacturer of quality
engineering products, leaving aside such sophisticated items as ma-
chine tools. In view of this, the Working Group felt that the first.
major step for furthering exports of machine tools was to build up
this image in the international machine tool market.

5.53. The Working Group observed that the major means of bring-
ing to the user industries the latest developments in the machine-
tool industry, was by display of their machine tools at national and
international engineering and. machine tool exhibitions. As the cost
of display at such exhibitions abroad was exceedingly high, the"
Working Group recommended that in the first few years, Govern-
ment should bear, if not all, a very considerable part of the cost of
exhibitions. The Working Group observed that the advantage of
such exhibitions would be two fold. Not only it would help promote
the sale of machine tools but the image that would be created of
India, as a manufacturer of an item as sophisticated as machine tools
would help open up a large potential for export of other sophisticated”
engineering goods. The Working Group also recommended that it
should be ensured that there would be no possibility 'at some future
date to import under pressure machine tools similar to those already
manufactured in the country. It was further recommended that in--
digenous machine tools, specially general purpose machine * tools,
should be included in the exvort list of the country in the bilaterall
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.agreements and Government should take particular care to see that
this part of the agreement. was feithfully,implethentads;. = ue € at
J 85

5.54¢. The Working Group favoured the setting up of a separate
Export Promdtioni Cauncidifor:maehtrie tools Jevoted exclusively to
pramiotion ofr'export of’ machine’tvdls; -maehine tools accessories and
other metal working maehinery. :It:was hoped that suchan export
Promotion. Coundil:if formed would' be:in the-bekt positibn-to advise
the Government: on'"the: premetior’ of exports of machine tools and

also assist and ‘advise the industry in ‘all°'matters concerned w:th ex-
ports. -t ot

5.55. As against an export target of Rs. 7.5 crores for the machine
tools industry:t6 be achieved by -1973-74, the actual total export of

machine tools durlmg the vears ’1%9-70 1970-71 and 19?1 72 was as
under: —

1969-70 - - Rs. 295- 70 lakhs
1970-71 - .+ Rs.283 8 lakhs
H HUNES Lo
1671-72 - - Rs. 304" 36 lakhs

5.56. During evidence the additional secretary of the Ministry

-stated that “it is hoped that 50 per cent of the. target would - be
athievéd by 1973-74".

5.57. The details of machine tools exported by HMT during the
‘years 1969-70, 1970-71 and 1871-72 are given -below:— .

)

Bigures in lakh.
7950-70 .J970-71 T97I-72

1. Lathes 4145 35-68 43-69
2. Radial Drills . 2244 42-70 30° 70
3. Grinders - . 275 3-50 48
4. Chuckers - . . . .. 049 1-18
s. Milling Machines . . 11-49 15:70 23- §1
6. Press Brakes - . 538 2-70 033
7. Spares & Accessories - 3-83 485 12-36
8. Others’’ . . . T 121

Promes ToTAL - - 87-34 106:62  106-33
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5.58. The Working Group for machine tools for the Fifth Plan
have mentioned in their Draft Report submitted to the Government
that “the export of machine tools cannot be treated at par with the
-export of other general engineering products and many recommen-
dations in this regard were made in the last working Group Re-
port in 1868. Unfortunately, the export of machine tools has not
been tackled in proper way resulting in the present situation.
Under the circumstances, the Working Group have recommended an
export target of Rs. 7.5 crores for the end of Fifth Plan i.e. 1978-79.
"The Working Group have observed that this can be achieved only
if the export of machine tools is tackled on a different footing.

5.59. HMT Plans to achieve an export of Rs. 5 crores in respect
of machine tools during the Fifth Five Year Plan.

5.60. In his statement at the nineteenth Annual General meeting
-of Hindustan Machine Tools Ltd. the Chairman, HMT explained the
strategy for exports as follows:—

“Even a few years ago, the very idea of exporting sophisticat-
ed equipment like machine tools to the advanced coun-
tries of the West would have seemed chimerical to any-
one. Yet the unbelievable has started happening. From
a nominal beginning of about half a crore of rupees in
1966, India’s machine tool exports reached about Rs. 3
crores level by 1969 i.e. within three years. But, there-
after India’s exports of machine tools have been practi-
cally stagnant at the level of Rs. 3 crores both in 1970 and
1971.

The same stagnation is also evident in the HMT’s exports of
‘machine tools. Yet as can be seen from the experience of the
machine tool industry in all major countries of the world, sizeable
exports are a sine qua non for the very survival and prosperity of
a machine tool industry. The reasons are obvious. As a highly
'sophisticated industry, it involves large scale investment in capital
equipment and skilled manpower. But if the machine tool industry
in any country were to rely solely on the domestic market, the in-
vestment would not be viable. This is also true of the HMT. Be-
sides, there is the great imperative necessity of expending India’s
«exports on a top-priority basis.

Taking these factors into account, we in the HMT have worked
‘out a multi-pronged strategy to expand the HMT’s exports of
machine tools from the current (stagnant) level of about Rs. 1 crore
per year to about Rs. 5 crores. With this purpose in view, we are
working in three directions, simultaneously.

504 LS—86.
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Firstly, we. are working out an arrangement involving the
HMT, the American Tqol Works of USA and Marwins of
Englwd under which' the engineers of .the three concerns
will jointly prepare new designs of machme tools to cater
to the international markets. These machines will be
produced by the HMT in India and would be marketed
abroad by a world marketing corporation to be jointly set
up by the HMT and the Wyle laboratories (owners of the
American Tool Works).

Secondly, we have taken steps to strengthen the foothold
which we have already established in Australia and New
Zealand. We have registered the HMT as a  foreign
‘branch in Australia and this branch would soon be setting
up a direct sales network in Australia.

The third part of our strategy is aimed at Europe which consti-
tutes the second biggest machine tool market of the world
next only to the United States. We have already sold 400
machine tools in Europe and further prospects of expand-
ing our sales should be carefully explored. However,
there are two major obstacles which have to be removed.
The first obstacle is the low profitability in export. One
of the main reasons for this is the executive mark-up as
high as 50 tc 100 per cent over the CIF price by our Agents.
We can get around this problem only if we onen our own

base/branch abroad and import ourselves and sell
machines through dealers and sometimes directly to custo-
mers. The second obstacle is that most of the machine
toals required abroad have to be suitably engineered be-
fore supplies could be effected i.e. machine tool has to be
fitted with particular electrics and other types of control
systems (including Numerical Controls) and specia] acces-
sories like copying attachement, etc., to suit the specific
requirement of a customer. As things are today, most of
these controls, accessories and attachments etc. are being
imported by us from abroad and then re- exported from
.India along with the basic machine from HMT factories.
It is evident that our functioning would be far more effi-
cient, economical and successful in terms of volume of ex-
ports if some arrangement could be made to export only
the basic machine tool from India to some HMT base
abroad where these electricals, accessories and attach-
ments could be fitted to the basic machine tool accdrdmg
“to the’ requirements of the customer

With a view to solve these problems, we have platmed “to-
begin with, to set uo a HMT base near Luvemh~rrg,
With implementation of these measures, we expect that
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HMT’s exports would increase from the present stagnant

level of about Rs. 1 crore to about Rs. 5 crores per year

within the next five years.”
5.61. During evidence the Committee pointed out that HMT will
have to turn increasingly to export market to utilise its full capacity.
They enquired as to whether HMT will have unutilised -capacity if
the export market was not favourable and how HMT proposed to
overcome the stiff competition in developed countries. The Chair-
man, HMT explained as under:—

“Export is not merely to utilise the idle capacity. That part
of the job we have taken care of by introducing various
other products—tractors, printing press, etc. Export, is
to balance to a considerable extent the ups and downs in
the economy & demand pattern of the machine tools. We
entered into export market when we were hit badly by
recession. That was a blessing in disguise. If there is
an established market for us abroad and demand in the
country, we can export them to the extent of breaking
even covering our factory cost. That is one aspect.

2. We want to earn foreign exchange. We wish to balance our
trade and to see that there is not big gap between export
and import.

3. For a company like ours which is in the line of manufac-
turing very sophisticated technology, I must be exposed to
the world market. I must be able to know what is the
demand pattern or what is the development-stage of
machine tool in the various countries abroad. By the very
fact that we are entering into machine tool, we keep our-
selves abreast of time and we redesign and introduce new
inventions. We go abroad half a dozen times. Some of
us are abroad looking what is going on there. What is the
foreign manufacture and what is going to be thrown in the
world by exhibitions and all that. -So we learnt quite con-
siderably in the sophisticated line of machine tools what
is best forthe country and what is best for the world mar-
ket. I will give you an instance. HMT entered into the
-export market for standard machines but very soon we
found we cannot increase our volume of export. For one
thing, we have to stand competition from all over the

world, particularly from the East European countries; their
price is considerably lower because their Taw materials
are absolutely much lower, their efficiency, from country
to country to country is much higher; they have an indus-
trial culture far better than ours. The result is that we
cannot compete. So, because of these factors we have
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come to the conclusion that we have to enter into the field
of sophisticated machines and sell them cheap. Today,
the whole world of machine tools is struggling to produce
numerical controls which would be within the capacity of
the common buyer. Today a numerical control costs any-
where between 200,000 dollars and 900,000 dollars. The
world is frantically trying to cut this down and make it
somewhere about 75,000 to 1,00,000 dollars, We are all
struggling for this. In London they are killing them-
selves with research; so also in Germany and America.
So, what we have decided upon is to do the mechanical
part of the machine tool here, which would be a specially
labour intensive part, to use sophisticated equipment, for
this by import from abroad, and sell them cheaper. If a
company like HMT is not in the export business you can-
not ensure the growth of the company. These are the
three main reasons why we must be in the export market
—not merely to utilise the capacity. After all, HMT will
be able to sell in the export market at the most about
15—20 per cent of the total domestic market in the fore-
seeable future and this 15—20 per cent is because we buy
this knowledge of the market, up-to-date technology and
design and valuable foreign exchange to import whatever
is needed for the country in the shape of machine tools,
and in case there is recession or depression we can con-
centrate on increasing our exports just to cover up our
expenses.”

5.62. During evidence the Committee enquired as to how Gov-
ernment proposed to accomplish the export targets keeping in view
the past experience. The Secretary of the Ministry stated as under: —

“It is through past experience that we have been trying to
learn and improve all our methods for promoting export.
Now we are allowing facilities to our delegations to go
abroad as liberally as possible. Recently in the Asian
Fair the Machine Tools pavilions were very well display-
ed. We are also taking advantage of dealership arrange-
ment in overseas countries and they are backed with very
good service and spare parts supplies. We find that this
effort has to be properly sustained and that is why we
have allowed HMT to establish a factory in Luxemburg.
We will take the spare parts from this place and use them
as best as possible for servicing purposes. We have also
been trying with appointment of dealers for our products
on commercial basis. Our experience in this regard has
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been of mixed type. .In some cases dealership arrange-
ments have worked well, in some other case they have
not worked well and have landed us in unnecessary litiga-
tion because we did not have sufficient experience in this
regard. Again we have been trying to establish some
agency offices in some other countries. In Australia it is
being done and in the United States it has been done.
HMT has also entered into collaboration with two other
foreign parties, one in the United Kingdom and other in
the United States for production and development of
machine tools which will meet the requirement of overseas
markets.”

5.63. The Committee enquired about the policy of Government
with regard to the export of machine tools to developed countries,
socialist countries and developing countries. The Secretary of the
Ministry explained as under: —

“It is true for historical and other reasons in the very early
years our exports were concentrated primarily towards
west European countries, USA, etc. But the importance
of the socialist countries not only for export but also as
a source of our essential requirements has been recognis-
ed now. During the last two years concerned efforts have
been made by HMT and other machine tool manufactu-
rers to study very closely the potentialities for exports
to these countries. It was as a result of this that the
recent order from Poland was obtained. Today we are
negotiating with Hungary the establishment of lamp-
making machinery plant manufacture in this country. As
a quid-pro-quo we have suggested that they should take
from us some of the requirements which they are now
getting from the west European countries, because our
machines are of the same quality. About Czechoslovakia,
we have at least two units operating which manufacture
machine tools on the basis of their designs. Very shortly
Indo-Sbviet trade meetings will be held and we will see
to what extent we can include machine tools as a long-
term item of supply. The economies of these countries
are such that they anticipate their requirements over a
long-term period. In the past there have been difficulties
in our being able to meet their requirements on schedule.
We are learning from experience and we will see that we
do not fail them once we take up certain commitments.
About the third world, viz., the developing countries,

| HMT and other machine tool manufacturers have been
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trying to export to these countries, but just as was the
case in India in the early years, the glamour of importing
from European countries is still there in these countries.
Even if we tell them that we are producing equally goed
machine tools as West Germany or UK or USA, unless
they have actual experience of using our machine tools,
they do not realise how good these are. But we are pene-
trating those markets, although the present success is
limited. In Ceylon they wanted to set up a machine tool
factory to meet their requirements. HMT has entered in-
to an arrangement whereby progressively they will be
enabled to manufacture machine tools, just as we were
enabled by Oerlikons to do it. Some discussions have
been going on about exports to Phillippines and some
Middle-East countries also. This is the three-pronged
effort- we are making.”

5.64. The Committee pointed out that one of the reasons for the
decline in export was due to the fact that the outmoded Indian
machine did not find market abroad. The Secretary of the Ministry
stated as under:— )

“It is partly true because Indian companies both in the machine
tool area and in other areas have not in the past been
backed up by vigorous and dynamic research and develop-
ment efforts.

In the early fifties, we allowed collaboration in a fairly liberal
measure, and, therefore, some designs and know-how were
obtained; because of the growing and protected internal
market, there was no incentive as such to industry includ-
ing some of the public sector units to go in for research
and development in a big way. But because of this partial
failure to meet the export effort, the Industry has realised
that unless it is kept uptodate, it will have no chance in
the external market. Government have also contributed
to the Research Development effort by strengthening the
facilities at the Central machine tools institute and set up
Committee on Science and Technology for the develop-
ment of the Tool Industry. We are actively assisting in
the creation of research and development facilities in
individual units and also for the industry as a whole by
strengthening the Central Machine Tools Institute.”

He pdded:—

“Some of our designs and know-how have to be updated, and
we have got to keep in pace with what is happening in
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the, outside world. Partially, this can be done by our
own efforts here by research and development and in
selected areas, we can certainly- get designs and know-
how from abroad, and when getting these designs and
know-how and manufacturing machine tools here accord-
ing to those designs and know-how within the country is
not going to be economic, we would try to manufacture
only that part of the software which will command accept-
ance elsewhere and buy controls such as electronic con-
trols, calculation controls etc., from abroad and try to
fit them in the machine tools and sell them in the over-
seas markets.”

5.65. The Committee enquired about the pricing policy followed
by the Government so far as exports were concerned. It was

stated:—

“It depends on what the industry can bear and what the
market is willing to pay. Just as in other countries, the
internal sales of machine tools also subsidise our
export effort. The export incentives admissible to engi-
neering industries are admissible to machine tools. But
even after taking this into account, the realisation by way
of market price plus these incentives are not anywhere
near the domestic prices. In some case the margin of
profitability has to be cut down and in some other cases,
it only meets the direct cost, and not even the overheads.
So, we have no firm pricing policy for exports, Export
prices vary from country to country.”

5.66. Asked whether HMT was losing as a result of the present
policy of Government with regard to exports, the position was ex-
plained as follows:—

“No. I put this question to the HMT Chairman, Suppose there
was market for all the machine tools within the country,
the prices we would have got for them would have been
much more than what we have got by exporting them.
But the capacity installed in the country is adequate to
meet the internal requirements and also throw up a sur-
plus for exports. So we have been exporting. We have
been making profits in some .cases, but in every case we
have certainly been getting the direct cost, if not the
overheads. So we are not losing in that sense.”
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5.67. So far as HMT is concerned, the loss suffered on export.
during the last 5 years after taking into account the cash assistance:
and customs duty drawback is as follows:—

Year Rs. in lakhs
1967-68 - . . . . . - 307
1968-69 - . . . : : 971
1969-70 * . . . . . - 2432
1970-71 * . . . . . © 22:81
197172 + + + + « + . g4s-01

5.68. It has been stated that on an average 70-75 per cent of the
internal prices has been realised after taking into account the cash
assistance and customs duty and drawback.

5.69. In regard to the loss suffered in exports the management.
bave stated in a written reply as follows:—

“The export performance should not be judged merely with
reference to the financial profit or loss arising from ex-
ports. As a result of the export activities our products
have been exposed to stiff competition in the world
market. This has enabled the company to learn and
understand how other machine tool manufacturers in the
world are producing the machine tools. This has also
enabled the Company to improve the quality of its pro-
ducts and to update the technology in the manufacture
of machine tools. As a result of our entering to export
market it has become possible for us to enter the field of
development of numerically controlled machines in the

country.

This has also helped us to earn valuable foreign exchange.
The value of foreign exchange earned on exports upto
31st March, 1972 amounted to Rs. 420.808 lakhs.

The export of machine tools has more than any thing else
helped the company to utilise the capacity available in
the various units and to this extent has made a significant
contribution to minimise the effects of under absorption
of costs arising out of under utilisation of capacity.
Taking all these factors into consideration we are of the
firm view that on the whole the company and the nation
has gained substantially as a result of its export activi-

! ' ties. It is also worthwhile to point out that it is neces-—
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sary for the company to continue its export activities:
particularly in view of the Government’s policy relating.
to exports.”

5.70. The Committee regret to note that as against the export
target of Rs. 7.5 crores for the machine tool industry in the country
to be achieved by 1973-74 only 50 per cent of the target is expected
to be achieved by that year. During 1970-71 India’s export of
machine tools has been of the order of about Rs. 3 crores. Out of
this the share of HMT was Rs. 1.06 crores.

5.71. The need for giving priority to the export of machine tool
was realised when the machine tcol industry was badly hit by
recession. It was felt that the export was absolutely necessary in
order to balance the ups and downs in the economy and demand
pattern of the machine tools. It has been stated that in case there
is a slight indication of recession, the first industry to be hit would
be the machine tool industry. Exports, therefore, act as a safety
valve when there is no internal demand. Secondly exports heip the
country to earn foreign exchange which helps to bridge the gap
between export and import and thus balance the trade. Thirdly,
it is only by entering into the export market for standard machines
that the country can keep itself abreast of the time and redesign
and introduce new inventions.

5.72. The Committee note that the Working Group for machine
tools for the Fourth Five Year Plan made valuable observations/
recommendations with regard to the promotion of India’s exports
but the Committee find that the export of machine tools has not
been tackled successfully resulting in unsatisfactory performance
in respect of export of machine tools from the country in general
and exports by HMT in particular.

5.73. The Company has now worked out a multipronged strategy
to expand the HMT’s export of machine tools from the current
stagnant level of about Rs. one crore per year to about Rs. 5 crores
per year during the Fifth Plan period. The Committee feel that in
case such steps had been taken earlier HMT's export business would
not have suffered as it has during the past years. In spite of the
fact that HMT collaboration agreement has turned out various
sophisticated items under numerous collaboration agreements, it
has not heen able to attract foreign buyers. HMT also entered into
dealership arrangements with foreiem firms hut it has been stated
that some of these did not work well as HMT had not got sufficient
experience in this regard.
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Yet another reason for the decline in export was that-the out-
moded Indian Machine Tools did not find market abroad. It has
been admitted that the Indian machine tool industry had not in the
past been backed by vigorous and dynamic research and develop-
ment efforts. There was no incentive to the indusiry including the
public sector units to go in for research and development in a big
way.

5.74. The Committee find that Government are mnow learning
through past experience in order to improve all the mothods for
promoting exportss The Committee need hardly stress that unless
the machine tool industry is kept uptodate, it will hardly have any
chance in the external market. They, would, therefore, like teo
stress that all possible encouragement should be given by Govern-
ment to the Central Machine Tools Institute and Design and Develop-
ment Department of HMT so that designs and know-how are kept
updated in order to keep pace with what is happening in the out-
side world. ..

5.75. The Committee further recommend that in view of the im-
perative necessity for expanding Indian’s export on top priority
basis, Government/HMT should try to build up the image in the
developing covntries and socialist countries where there is great
potential for India’s exports. This can be done by improving the
quality of our products after sales service and participating in
Exhibition held in these countries.

I. Encouragement to Small Scale Industries

5.76. The Company has set up an Industrial Estate attached to
HMT, 1&II, Bangalore where 51 small scale entrepreneurs are engag-
ed in the manufacture of various components and accessories requir-
ed by the Company. There is a separate department to look after
exclusively the requirement and functioning of these units.

5.77. The Company has encouraged these units to develop and
establish many of the items, specially accessories which were hither-
to being imported by giving preferential consideration. This has
resulted in saving of substantial foreign exchange.

'5.78. The value of production in these units for HMT during
1962-63 to 1989-70 was as follows:—
1962-63 * * Rs. 9.54.000'00

. 1963364 * . J . * Rs. 40,00,000'00
1964-65 * . ’ * Rs. §7,00,000° 00

-
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1965-86 ¢ . . . . . +  Rs. 5§1,00,000:00

1966-67 * . . . . +  Rs. 74,00,000° 00
1967-68 + . . . . - Rs. 36,94,108" 61
1968-69 . . . . . *  Rs. 41,29,940. 84
1969-70 * . . . . . *  Rs. 51,06,770-00
1970-71 . . . . . +  Rs. 65,31,630° 00
1971-72 - . . - Rs. 71,65,400° 00

5.79, It has been stated that HMT are also considering actively
the question of setting up a Small Industrial Estate at HMT IV,
Kalamassery.

5.80. The Company has undertaken the consultancy work on
behalf of SICOM, Maharashtra, and QUETCO, Quillon to enable
them to establish machine tool industries. This will help these
agencies to manufacture quality machine tools in the small scale
sector. The Company also supplies machines to the Small Scale
Entrepreneurs through the National Small Industries Corporation
and also directly. Details of sales made to Small Scale Industries
during 1967-68 to 1971-72 are as follows:—

(Rs. in lakhs)

1967-68 1968-69 1969-70 1970-71 1971-72
No. Value No. Value No. Value No. Value No. Value

Lathes - . * 127 57°15 208 93:60 5§55 266-40 383 19150 I42 71-00
Radials - . © 20 11'02 S8 23°20 104 41°60 86 34:40 46 1840
Milling Machines + 38 17-10 84 4620 163 89:65 110 66:00 102 61'20
Grinders . * 32 1440 61 3_6-60 103 6180 98 6370 79 SI.30

226  99-67 411 199:60 925 459°45 677 385:60 369 201-

5.81. During evidence, the Committee enquired as to the manner
in which small scale industries were encouraged to manufacture
quality machine tools. The Chairman, HMT stated that thé small
scale industry had considerably improved in sophistication and also
in engineering marketing part of it. But still if the heavy and large
scale industry had to depend on the small scale ancillaty industries,
they had to improve their quality. The small scale industries were
encouraged 'to manufacture quality machine tools by planning and
insisting that they buy equipment produced by HMT. As regards
the industrial estate it was stated that. HMT gives all the draw-
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ing’s, designs. HMT even goes to the extent of negotiating with
their collaborators,

5.82. Asked whether there were any special arrangements for
supplying machinery to Small Scale Industries, it was stated that
they had got a hire purchase scheme. At present, they were paying
20 per cent. They could also pay on deferred payment basis. The
Committee enquired as to the percentage of HMT machinery that
was used by the small scale industry. It was stated that as regards
their own ancillaries it was 75 per cent.

6.83. The Committee pointed out that if HMT entered the field
which was the domain of the small scale industry that would affect-

the small scale sector. The Secretary of Ministry, explained as
under:—

“It has been the policy of HMT to encourage the small-scale
units wherever some ancillaries or components can be
profitability, economically and technological manufactur-
ed by the small-scale units. We farm them out to the
small scale units. HMT unit at Bangalore has an indus-
trial estate attached to it.”

5.84. The Committee find that Government/HMT are giving en-
couragement to small scale industries by asking them to buy the
equipment produced by HMT on hire purchase or deferred payment
basis. The Committee were informed that although the small scale
industries had considerably improved in sophisticated technoiogy
but still if the heavy and large scale industry had to depend on small
scale ancillary industries, they had to improve their quality.

5.85. The Committee recommend that Government should make
a detailed study about the items which are and which can be profit-
ably, economically and technologically manufactured by the small
scale industries and ensure that such items are given only to the
small scale units who may be given the requisite technical assis-

tance so that the quality of the products does not in any way affect
the main industries.

5.86. The Committee note that the HMT, Bangalore, have an
industrial estate attached to it wherein they have been encouraging
the small scale sector to produce parts required for their manufac-
turing programme. The Committee expect HMT to give a similar
lead for development of small scale industries to supply items for
their manufacturing programme in their other factories also,

5.87. The Committee note that HMT have been supplying
machines to the small scale sector on hire purchase basis. The Com-
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mittee would like HMT to maintain close liaison with the small
scale Industries Corporation, the Commissioner for Small scale indus-
tries centre and the Director of Industries in the states so as
to study in depth the requirements of machinery for small scale
secter and make it available in time to the small scale sector.
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6.2. A product-wise quantitative analysis of the performance of
‘the units during the years 1966-67 to 1988-70 with reference to ori-
_ginal and revised targets and the reasons for short-fall is givn in

.Appendix....L ‘

6.3. The statement showing product-wise production analysis for
ithe years 1970-71 and 1971-72 is given in Appendix II.

6.4. The following features deserve mention:—

(i) ‘Developed capacity on two shift working as worked out by
the Management at 1.3 inefficiency was more than the in-
stalled capacity in full two-shift working in the case of

following units: —

Units Year
I & II—Bangelore . . * 1970-71

1971-72
III—Pinjore - . © 1967-68 to 1971-72 .
IV—Kalamassary - . . + 1966-67 to 1971-72

(ii) Developed capacity on two shift working as worked out
by the Management at actual ineficiency was more than
the installed capacity in full two-shift working in the case

of .the following units:—

“Unirs Year
{ & 11— Bengaloie © 1970-71
1971-72
mn * 1969-70 to 1971-72
v < 1971-72

(iii) Targets fixed in respect of Units I & II were higher than
‘the developed capacity at 1.8 inefficiency or actual in-
efficiency except for the year .1868-69.

+504 LS—7
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6.5. The Committee are surprised to note that the developed
capacity as worked out by the management at 1.0 itefiiciency or even
at actual inefficiency on two shift working exceeded the installed
capacity fixed in full two shift working in Units I, II, III and IV.
The targets fixed in respect of Units I & II were higher than the
developed capacity at 1.3 inefficiency or at actual inefficiency, ex-
cept for the yar 1968-69. Al this clarly indicats that both the ins--
talled capacity as well as the developed capacity have not been work-
ed out on a realistic basis. The Committee have already pointed out
the lacunae in this regard, They would again like to stress that Gov-
ernment|Management should fix the installed capacity on a realis-
tic basis and work out the developed capacity in a more scientific
manner so as to serve as a suitable parameter to evaluate the actual
production performance,

.. B. Shortfall in Production

6.6. I regard to shortfall in production the following features
deserve mention: —

(i) The table at page 117 indicates that the actual production
in all the units was less than the targets fixed (except for
1971-72 in Unit 1 & II, for 1968-69 and 1971-72 in Unit III
and for 1967-68 and 1971-72 in Unit V).

(ii) the figures of targets and actual production are inclusive
of the value of C.K.D. components as per details given in
the foot note 6 to the table at page 117-118.

(iii) from the data given in Appendix I and II it is clear that
there was shortfall in respect of a large number of ma-
chine tools in all the units.

(iv) It was noted in Audit that shortfall in production was
mostly in respect of the manufacture of new machines
taken up for production under various collaboration agree-
ments #s well as of machines developed with the Com-
pany’s own design efforts as per details given in Appen-

¢ dix III.



(v) Targets. fixed for Production in some years were far less
than the.developed ‘capecity as indicated below:—

Unit Year The extent to which the targets fixed were
lower than the developed capacity at 1-3
inefficiency

I 1968-69 - - .o 43-7%

1969-70 * . . . 23 %
v 1967-68 . 38-5%
1968-69 - 37-5%
1969-70 . 22°5§%
v 1966-67 - About $s0%, (The developed

capacity at 1-3in
efficiencies had
not been worked).

1967-68 36.4%
1968-69 - 4%
1969-70 - 24'4%

(vi) Actual production in some years was far less than the tar-
gets fixed. Some of the cases are cited below.

Unit Year Percentage of shortfall in production to
' targéts
I&IT  1967-68 - 32-152/
1968-69 - 19- 76%
1969-70 - 19°319
1970-71 - 18:88%
III 1966-67 - 49469
1967-68 - 40°11%
w 1966-67 - R 19%
196 ,68 . . . L" -
196 _’69 . . . ‘:‘8. 80‘
1969-70 * . . 23877
197071 - : : 19" 4d
197'1-72 . . . ;g : 4352
\V/ . . . . 48.43%
1968 679 . o 15-79%
1969-70 * . . . 37%
1970-71 - o 14°72%

(Vif) Prom (v) and (vi) it is cledr that in some years the target
flxed wete lower than the developed capacity and during
the same years the actusl pmduction wias much less than
tHe targets, particularly ih Unhtis IV and V.
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(viii) The extent to which the capacity remained unutilised in
some of the units is indicated below:—

Unit Year Percentage of unutilised capacity
T&IT  1967-68 - . . . . 29°42%
1968-69 -+ . . . . 27-219,
1969_60 . . . . . !6. 67%
111 1966-67 . . . . s0- SI%
1967-68 - . . . 45°79%
1968-69 - . . . 35-50%
1969_70 . . . . 30- 49%
v 1966-67 * . 29°95%
1967-68 . . 48:74%
1968-69 - . . 5537
1069-70 - - . 41Y%
1970-71  * : : 48%
1971-72  * . 58:37%
1966-67 -+ . . . . About 70%
1967-68 - . . . . 32°75%
1968-69 * . : ' . 52 84%
1969_70 . . . . . 52.3500
1970-71 - - - 23%

Reasons for short fall in Production

6.7. The poor production performance during 1966-67 to 1969-70
was ascribed by the management to the steep fall in demand mainly
due to recession in the engineering undertakings and Machine Tools
Industry in particular from the latter half of 1965-66 onwards.

6.8. In this regard the management explained the position, in a
written reply, as follows:

“The economic recession which made its appearance during
the middle of 1965 and reached alarming proportions
during 1867, was the main cause for the relatively poor
turnover, idle capacity and the resultant financial losses
suffered by the company during the years 1967-68 to
1969-70. In the first 3 years of the III Plan period, condi-
tions were favourable for industrial investments and
growth and the progress achieved was significant. There-
after, nearly for five years, the economy was subjected to
considerable stress and strain and the growth rate in the
industrial production declined first slowly and then steeply
till it reached virtual stagnation. These vicissitudes may
be illustrated with reference to the index of industrial
production, The increase in the industrial output (1960
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as the base) stood at 8.2 per cent in 1961-62, 9.6 per cent
in 1962-63, 9.2 per cent in 1963-84 and 8.3 per cent in 1964-65.
Thereafter there was a sharp deterioration in the rate of
growth of industrial output. It fell to 4.3 perc ent in 1965-
66, 1.7 per cent in 1866-67 and 0.3 per cent in 1967-68.

On account of the serious set back to the economy, the indus-
trial growth declined considerably in spite of the fact that
foreign aid, which had been suspended during 1965, was
resumed in 1966 and the import policy for raw materials
liberalised after devaluation in June, 1966, The increase
in the capacity of the machine tool units of the company
by completion of the new projects already initiated more
particularly at a time when domestic demand for machine
tools was at a subdued level, accentuated the problem of
unutilised capacity and depressed demand prevented fuller
exploitation of HMT’s potential. Added to this, inflationery
environment and the resultant rise in labour and mate-
rial costs, consequent on devaluation led to serious pro-
blems of rising cost of production. All this made deep
inroads into the company’s resources and ultimately re-
sulted in loss for the years 1967-68 to 1969-70. The plight
of HMT during the recession, can also be appreciated
from the fact that Indian Machine Tool Industry as a
whole could not utilise about 40 per cent to 50 per cent of
its capacity. The company was therefore not an excep-
tion to general slump in the country’s machine tool in-
dustry during this period. Further the major machine
tool using industries in the country during the worst year
of the recession viz., 1967-68 had an underutilised capa-
city of Rs. 576.00 crores representing 37.8 per cent idle
capacity. This again proves beyond doubt that the metal
working and other engineernig industries in the country
who are the main buyers of machine tools suffered hea-
vily as a consequence of economic recession in the coun-
try. As these major machine tool using industries would
first use the unutilised capacity before further expansion,
the revival of machine tool industry could take place only
after stabilising their working and using their unutilised
capacity. In the present set up of country’s economy, the
machine tool industry would be perhaps the last to re-
vive after recession. As a matter of fact the order posi-
tion for machine tools during 1971-72 has not been quite
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epcouragmg and the value of orders op the books of the

.....

company ‘for ‘forward delivery duru,\g 197273 onwards is
‘Rs. 150 00 lakhs only

The curtailment of planned expansion in the machine tools
using industry in the last 2 years of the III plan and post-
ponement of the IV Plan Plan by three years which resulted
in considerable unutilised capacity in machine tool indus-
try also had its adverse impact on the working of the
company.”

6.9, Apart from the reasons stated above it has been stated that
the initial production difficulties in respect of new products called
for solution of several design, technical and manufacturing pro-
blems which in any manufacturing organisation are inevitable. The
labour agitation also made their own contribution to the loss in pro-
duction. '

6.10. During evidence the Committee enquired about the factors
which led to the fall in demand for machine tools. The Chairman,
HMT stated that “The factors are: no orders, no industrial develop-
ment. The growth of industrial development went very low. The
Committee enquired whether sufficient efforts to explore the possi-
bility in the various public sector undertakings for the supply of
machine tools had been made. It was stated that

“I would like to assure you we really combed the market to
the last customer. During the recession periods we learnt
very heavily. The orders from the public sector were so
low in these years; they had no money; no investments
were made; plan holidays; the public sector suffered very
very heavy set-back during these last few years. They
could not even give me replacement orders.”

6.11. The Committee desired to know the products where the
Company found that the market was shrinking, The Chairman,
HMT explained as follows:—

“The market is shrinking in the common items i.e. lathe and
following that is Milling Machine. That our demand fore-
cast having been worked out for the Plant under different
sets of conditions and assnmptions and since that assump-
tion gave an idea to the 1ot of people to expand their capa-
city, lot of capacity was expanded in Milling Machines
and Lathe both in the private and public sectors. All of a
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sudden recssion eame. Whatever market was .there, was
shared very compefitively between -the Public and Pri-
vate Sector for the lathes end Milling machines. For ins-
tance lathes are made by HMT, Kirloskar and other seve-
ral companies. Milling machine is another .item which is
produced by Bharat Furnishers Tapti, as also. Companies in
Ludhiana and Batala. These suffered common setback
during recession. During recession we saw what are the
items which are continuously imperted. @ We found that
Multi Spindles, Single Spindles, Gear shaping machines
were not produced by the country .and were still being
imported. This import during recession period amounted
to Rs. 40 crores. We could get the guidelines and we made
thorough market study and started manufacturing
these machines practically during the recession
period and we took three to five years to introduce new
design. It took us some time and today we are in a happy
position. During recession whatever machine tools were
being imported we could cut down import to the bare
minimum. 50 per cent of these are being made here now
as against 33 per cent in those days”.

6.12. The Committee pointed out that during recession period and
later on also the demand for lathes and other milling machines
shrank and the main reason was that there were so many competi-
tors and all the competitors were from the private sector. They
enquired whether it was due to the fact that the Company could not
stand the competition with them.

6.13. It was stated that “even today we face competition. We
compete with the Private Sector. At that time the market had
shrunk so much, we even reduced the price to meet the competition.”

6.14. As regards the production performance during the year 1970-
71 and 1971-72 the Chairman, HMT stated during evidence as fol-
lows:—

“As you can see, the performance of Units I, II and III over
these years, is quite reasonably satisfactory. Whereas, in
the case of Kalamassery, had terrific labour trouble and it
ig still persisting. We have about 8 Unions there and they
went on strike. There was lock out and go slow towards
the end of financial year. We had a strike, There has
been no output for the past last three months. As re-
gards HMT .V, Hyderabad, there, the market has not pick-
-ed up. ‘When the market for the products of this factory
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4+ i there, there will be improvement. Unfortunately, even.

’ today, it so happened that there is a little unutilised capa--
city in HMT V. But, we are trying to fill up by intro-
ducing new lines like the lamp making machinery, for
which negotiations are almost in the final stages, with our
Hungarian collaborator I should say that in these two.
years, they have been picking up, 1971-72, particularly
was a very good year for us. But, there is the problem of
marketing and demand for our machine tools.”

6.15. The Committee regret to note that the actual production.
during 1967-68 to 1971-72 was less than the targets in all the units
except for 1971-72 in Unit I & II 1968-69 to 1971-72 in Unit IIl and
1967-68 and 1971-72 in Unit V. In several years, the targets were
fixed much lower than the available capacity. In certain years the
targets were even much lower than the developed capacity. More
than 50 per cent of the capacity remained unutilised in some years.

6.16. The poor production performance in HMT has been mainly
ascribed to the recession in the country during the years 1966-67 to
1969-70. The increase in the capacity of the machine tool units of
the company by completion of the new projects already initiated
more particularly at a time when domestic demand for machine tools
was at a subdued level, accentuated the problem of un-
utilised capacity and depressed demand prevented fuller exploi-
tation of HMT’s potential, It has been stated that the demand for
common items such as Lathe and Milling Machines shrank as the
demand forecast had been worked out under different sets of condi-
tions and assumptions. Initial production difficulties in respect of
new products, technical and manufacturing problems and labour
agitations have been cited as some of the other reasons that resulted
in shortfall in production.

6.17. The Committee, however, feel that besides these factors the
lack of production planning is yet another significant factor that
contributed to the loss in production. The Committee have already
pointed out that neither any proper category-wise assessment had
been made with regard to the requirement of machine tools in the
country nor a proper production profile was earmark-
ed on a scientific basis. The Company went on diversifying their
production during the past years as and when it was realised that
the products which were already being manufactured by it did not
find adequate market. The Committee would, therefore, like to stress
that realistic demand projections should be made and the product--
mix including the diversified items that are to be manufactured by
HMT should be decided on the basis of a détatled analytical study.
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The Committee also recommend that the reasons for shortfall in
production should be analysed in creater depth so that remedial
measures may be taken and the recurrence of such mistakes avoided
in future. o

C. Working of Unit IV

6.18. Shortfall in Production in Unit IV during 19870-71 and 1971-
72 has been stated to be due to reduction in the production of a
number of pilot lathes, drum Turrets and low value LT 20 lathes
owing to production difficulties and also due to frequent labour agi-
tations (including go-slow tactics) and strike.

6.19. The Committee enquired about the nature of production
difficulties and whether it had been possible to overcome these. In
a written reply the management have stated as under:—

“Pilot Lathes and Drum Turret lathes are newly introduced
products involving complicated production technology.
We did not have full facility to manufacture some of the
accessories in our own shops. Delivery of some vital
components which were to be imported took long time
due to the prolonged delivery quoted by the suppliers.
Most of these machines were to be supplied with Toolings
which had to be specifically designed, tried and proved to
the satisfaction of customers. Due to import restrictions
indigenous manufacture of the components and accessories
had to be established for which extensive trials had to be
made to achieve the required standard of performance of
such components and accessories. For many such items
out-side sources of supply had to be established. With
limited facilities available in the country it was a difficult
and time consuming process to establish such sources
which could supply required items conforming to the
rigid standards of accurate performance,

We have been able to overcome most of the difficulties. But
production of some items like the Hydraulic Power Pack
are still in the process of development in our own factory.
We expect to overcome all the difficulties in due course.
During the period of recession when inflow of order was

. getting reduced, there was a tendency among workers to
- .,  stretch the work in hand in order to avoid the possibility
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“of-available orders getting exhausted because of the anis-
apprehension that once the orders are exhausted, they

~amay not get any work to do. This adversely affected: the
production including the production of LT 20 lathes.”

6.20. The Board of Directors decided in February, 1971 that a
study in depth should be made regarding the working of Unit IV—
Kalamassery. A Committee was, accordingly, constituted to:

(i) examine the existing production facilities and to suggest
changes, if any, to achieve the planned production capa-
city of Rs. 5 crores per annum, keeping in view the
changed product mix,

(i) analyse the technological difficulties, if any, which are
inhibiting the production capacity of the unit; and

(iii) suggest measures for the working of the unit profitably.

The study indicated that:—

(i) the planned production and sales of Rs. 535 lakhs could
be achieved by providing additional facilities to the

extent of Rs. 87.90 lakhs.

(ii) production should be concentrated on products like copy-
ing lathes, drum turret lathes etc. so as to make the

unit profitable, and

(iii) Sales Engineering Division be created to examine the
enquiries for purposes of designing the necessary tools
for trying out of machines and to divisionalise the manu-
facturing operations on the product concept.

6.21. The Board, while according approval to these recommenda-
‘tions in February, 1972, observed that for making any further in-
vestments in this Unit, the industrial relations must be improved.

6.22. The management have stated that the following steps have
been taken for implementing the suggestions of the technical
-committee: —

1. Price of LT 20 lathes has been increased to Rs. 19,500|-.

2. Production. is being stepped up gradually. We have budgeted
for production of Rs. 489.00 lakhs during 1973-74 and production of
Rs. 535.00 lakhs during 1974-75 is expected to be achieved. With the
introduction of improved incentive scheme in the shops from June
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1971 and in Foundry from May, 1972 there has been an improve-
ment in the overa'Ji eficiency of workers. Emphasis is also given
to products like Copying lathes and Drum turret lathes and a subs-
tantial import: substitution has heen achigved. .in thege . products.
The manufactyre of first pratatype machine for Trans-Pilote with
high indigenous content is under progress.

3. For supplementing and balancing the production facilities we,*
have already purchased plant and equipment valued at Rs. 1450
lakhs. Orders for plant and eqmpment worth. Rs. 6.05 lakhs have
already been placed and for plant and equipment worth Rs. 31.30
lakhs the matter is under exam.matlon for inclusion of the same in
capital budget for 1973-74.

4. Arrangements have been made for additional cash credit faci-
lity of Rs. 25.00 lakhs from the State Bank of Travancore to aug-
ment the working capital requirement.

5. Selling price of machines have already been increased to the
extent possible.

6. A sales engineering department for the machine. tools division
and a separate division for the manufacture of printing machinery
have been set up. An industrial engineering department has also
been set up.

7. Negotiations with the State Government are in progress for
the establishment of 12 Ancillary units near the factory. The State
Government of Kerala is likely to bear the cost of construction of
the Ancillary units on the land to be given by the Company and
HMT IV, Kalamassery will be asked to manage these units after
construction.

6.23. With regard to Industrial relations it has been stated that:

“Due to the existence of Multi Unions and Inter-union rivalry
Industrial relations continue to be difficult in HMT IV,
Kalamassery. There are at present 8 unions represent-
ing different sectional interests and political affiliations.
In putting up demands they compete with each other
making the issues complicated and an agreement diffi-
cult. There was labour trouble in this unit during
March—April 1972 resulting in .a strike which lasted for
16 days. The Long term Agreement with the unions ex-
pired in December, 1972. Labour unions bhave put up
‘fresh demands some of which. are prima facie unreason-
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able involving heavy financial commitments. The de-
mands are being studied now. With several unions in the
field, it is hard task to arrive at a settlement smoothly.”

6.24. The Committee find that during the years 1966-7 to 1971-
72, the production performance of unit IV at Kalamassery has been
far from satisfactory and the shortfall in production ranged from 30:
per cent to 58 per cent of the developed capacity at 1.3 inefficiency
factor, The shortfall has been stated to be due to reduction in the pro-
duction of a number of pilot lathes, drum turret and low value LT
lathes, The Committee were informed that the Unit did not have
the full capacity to manufacture some of the accessories and most
of the machines were to be supplied with Tooling which had to be
designed etc. The Committee are at a loss to understand how the
production programme was determined when adequate facilities
were not arranged nor the expertise for them developed in advance
of taking them for production. It was only in 1971 that a Committee
was constituted and certain suggestions for improving the perfor-
mance of the unit were made which after approval by the Board in
1972 are being implemented. The Committee take a serious view of
this defective and inadequate planning which has resulted in con-
tinuous loss, and suggest that this matter should be thoroughly gone
into and responsibility fixed.

6.25. The Committee hope that with the balancing equipment now
added and the measures taken, it should be possible to achieve the
targets of production.

re

6.26. The Committee would also stress that steps should be taken
early to resolve the problems affecting industrial labour relations so
that production in the Unit is improved. -

D. Working of Unit V

6.27. The Management have given the following reasons for
shortfall in production in Unit V:—

(i) Orders for Special Purpose Machines and Fay automatics
could not be procured in time to enable the unit to pro-
duce them as it takes long production cycle.

(ii) Lower level of labour efficiency mainly due to longer
training period required to handle specialised machines
like Special Purpose Machines.

6.28. The Committee pointed out that Unit V went into commer-
clal production in 1966-67 i.e. over 5 years. They enquired whether
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this period could not be considered as adequate for developing the
efficiency and skill required for the manufacture of sophisticated
machines and overcoming the initial production problems. In a
written reply the management have stated as under: —

“The period of 5 years will be adequate to a unit producing
General Purpose Machines in batch quantities where the
jobs are of repetitive nature, but for SPM manufacture,
this period is not adequate.

We had to recruit fresh ITI Certificate Holders from the
Institutes as skilled labour was not readily available in
the market. The supervisory staff were also not in any
way better experienced than the workers, since they also
joined us fresh from Polytechnics and Colleges. As
Supervisory staff was also not experienced and the jobs
are non-repetitive and unit type of production, efficiency
and skill could be developed gradually and hence required
longer period.”

6.29. The Committee enquired about the circumstances under
which orders for special purpose machines and Fay automatics
could not be procured in time. The management have explained
the position as under: —

“The Special purpose machines and Fay automatics are
basically used in mass production applications and the
majority of our Sales are to automobile and their ancil-
laries, Tractors, Diesel Engine, Earth Moving Equipment
manufacturers. Some of the factors for the delay in
procurement of orders were:

1. recession in engineering industries during the years 1968
to 1969.
9. the fall in demand of Diesel Engines manufacturers.
3. delay in implementation of expansion programmes.
4. credit freeze.

5. general labour unrest in some of the major Industries;
~ and

6. delays in obtaining licences for expansion by the cus-
tomers.”

6.30. It has been stated that the demand for such machines
-depends mostly on the growth of mass production industries like
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Automobile Industry. Since rate of growth of automobile industry
is low, there is lack of adequate demand for these machines,

6.31. It has been stated that due to various difficulties there 18
always an inherent delay in placing the orders by the customers.
The Committee enquired about the nature of such difficulties. In a
written reply the management have stated as follows:—

“Analysing the past data, we summarise the reasons for the
delay in finalising the orders by the customer as follows:

1. Delay in execution of expansion/new projects by the
customers.
2. The initial investment in Special purpose machine is

heavy. Many a times due to difficulties in raising
finances for these machines, Buyer’s decision are often

postponed.
3. Delay in obtaining sanctions for the new|expansion
projects.

4. Delays in getting their collaborator's approval by the-
customer for the proposals.”

6.32. With regard to the poor production performance of Unit V
of HM.T. the Ministry have stated as follows:—

6.33. HMT—V, Hyderabad could not take full advantage of the
agreement with Regie Nationale Des, Renault, France for the manu-
facture of special purpose machines and had the benefit only for a
period of two years. The agreement was approved by the Govern-
ment vide letter dated 8-3-1961. The agreement came into force
with effect from March 16, 1961 and was terminated with effect from
March 15, 1968. The manufacture of SPMs commented in HMT I
and II units, Bangalore and were subsequently trarisferred to HMT
V, Hyderabad. The Board of Directors in their meeting held on
July 24, 1970 desired that a study in depth be made in respect of the
working of HMT V, Hyderabad to ascertain the reasons as to why the
Unit was not able to meet the country’s demand for Special Purpose
Machines. Accordingly a Committee consisting the General Manager,
HMT, V, Hyderabad as Chairman and Chief Commercial Manager
and the Controller of Finance and Accounts as members was con-
stituted, .with the following terms of reference:—

(i) to analyse the technological difficulties which limit HMT
V, Hyderabad from not fully meeting the demand for
SPMs in the country; and
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(ii) to suggest measures which enable HMT V, Hyderabad to
fully meet the demand for SPMs in the country.

6.34. The summary of the Committee’s Report was placed before
the Board in their meeting held on 11-2-1971. The main recom-
mendations of the Committee were:

(i) The capacity for the manufacture of Special Purpose
Machines should be limited to Rs. 2 to 2.5 crores per
annum based on demand forecasts.

(ii) If, any point of time, the demand exceeds Rs. 2 crores,
steps should be initiated to develop the capacities in other
HMT. Units to supplement the efforts of Unit V.

(iii) The plant and machinery which were not giving the
desired accuracy should be immediately replaced.

(iv) To6 keep abreast of the technology in the manufacture of
special purpose machines, the Company should enter into
collaboration agreements for longer period (the present
agreement with: M|s. Regie Nationale Des Renault, France
was reported by the Chairman to the Board of Directors
in April, 1972 to be a sort of loose agreement for obtain-
ing their guidance in designing of special purpose
machines).

6.35. The Directors considered thése recommendations and
authorised the Company to (i) negotiate the terms and conditions
for technical collabbration agreements for manufacture of special
purpose madhines (if) replace the plant and machinery valued at
Rs. 1 crore which needed replacement, phased over a period of 4
years (iii) to adopt the pricing policy for special purpose machines
based on tonnage basis as also to have an escalation clause in the
quotations,. ..,

Agreement with M|s. Ragie Nationale Des Usines, Renault, France

Some of the deficiencies noticed in working with RNUR are as

follows: —
(i) The designing technique followed by RNUR could not be
adopted in toto as SPMs are required in India for medium

rate of production and have to be tooled up for more
number of components.
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(ii) The know-how transferred by RNUR is ideally suitable
for manufacture of SPMs for Automobile and Tractors
Industries only.

(iii) No provision has been made for assistance to set up a
prototype development section, tool research centre etc.

6.36. In a written reply, the Ministry have stated that “Defi-
ciencies mentioned above have arisen mainly due to the need to
manufacture SPMs to meet the Indian working conditions and not
due to any defects as such in the collaboration agreement”.

E—Negotiations with M|s. Cross Company

6.37. It has been further stated that “in view of the fact that the
customer prefer SPMs of M|s. CROSS Company, the company has
negotiated with M|s. Cross Co. USA to enter into a technical col-
laboration agreement with them for the manufacture and vending
of SPMs of their design.”

6.38. During evidence the Committee enquired whether another
agreement with Renault had to be entered into as the original was
not proper. The Secretary of the Ministry stated:—

“There was not delay at all with regard to the agreement with
Renault. What happened was that the agreement with
Renault contemplated manufacture of substantial number
of special purpose machines designed for automotive use.
As the demand for special purpose machines for automo-
tive use did not materialise, we could not fully exploit
the agreement with Renault.”

6.39. The Committee pointed out that the Chairman, HMT had
reported to the Board of Directors that the agreement with Renault
was a loose agreement. The Secretary of the Ministry stated as
under: —

“The Chairman was himself concerned with the concluding
of this agreement and I do not know why he has given
this impression. From one of his officers, I understand
that now the demand for automotive use and application
is picking up and he is thinking of coming to us and asking
for a further renewal of agreement I do not know what
made the Chairman to say that the agreement was a loose

= ”»”

one
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6.40. In regard to the entering into an agreement with M/a
Cross Company, USA, it was stated:—

“So far as special purpose machine tools are concerned, it
would not be right to depend on only one type of tech-
nology. Technology in this regard has bgen very very
rapidly expanding. We did not like that we should de-
pend on only one source for this purpose. There are good
points as well as shortcomings in the agreement with
Renault. Even the HMT were feeling, that they would
like to collaborate with yet another manufacture, namely,
Cross Machine Tools in the United States. If HMT is
really to become an expert in the production of special
purpose machine tools, they would like to have access to
the cross Technology. They have been talking about
this. They have been talking to the Cross people. At the
moment, the terms of payments which are being asked
by Cross are very very high. They are trying to see as to
whether these payments can be scaled down substantially
and whether they can be tied with certain export offers.
All these discussion are now taking place.”

6.41. During the evidence of the representatives of Hindustan
Machine Tools Ltd., the Committee enquired whether it was a fact
that the special purpose machines being manufactured by HMT were
of poor guality or whether these did not compare well with the
market requirement. The Chairman HMT stated as follows:

“This is a question which is very ticklish in nature. One
thing I must admit that we learnt for the first time to
manufacture these machines. No body has so far attem-
pted to make them. We had a collaboration with Renaults.
As long as that collaboration existed we had the facility
of checking our design with the Renaults because they
had a design for a similar component available with
them. Now, we are having our own design. We do not
claim that we are very very supreme in this. We do not
claim that we are superior in the world. But by and large
our special purpose machines have been very good. Pro-
ductivity of the people who have been using these
machines has considerably improved. ' The only thing is
that our efficiency has to be built. I personally believe
‘this technology takes years. I think we are yet to
‘achieve  that standard of superfine efficiency. ‘We need
more guidance in this line and the negotiations in this

504 LS—8
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respect dre already in progress. Our prices have not been
as good as we estimated. Our people at the shop floor
haveto-learn.as to how to make those machines and the
period of learning is still going. So you must be really
proud of a factory which really exists in this country.
We had supplied Rs. ten crores of machines, and if this

"-ten crores of machines were not available to the tractor

people, automotive industry, they would not have
increased that much of productivity as they are doing

_ now.”’

6.42, Asked whether the Management proposed to improve the
production performance in respect of these machines, it was stated

as under:—
“The”demand for special purpose machines in the country on

average is not going to be more than Rs. 2} crores to
3 crores whereas we have a capacity in Hyderabad to
produce Rs. 5 crores. 'We have been examining a pos-

.sibility of tapping up with a foreign collaborator who

would improve our technology and also take substantial
orders for his international market. The firm is of inter-
national repute. They have factories in England, Ger-
many, Japan and their main factory is in America. They
are negot1atmg very big orders from Asiatic countries—
Malays'ia Smgapere where General Motors and Ford are
going to set up a factory. Now, they are looking for a
capacity to make these machines somewhere where the
labour is comparatively cheap. Negotiations are going

' -on, for 5 m dollar order for the special purpose machine to

supply to USSR to the new project coming up in Singa-
pore and Malaysxa I have almost concluded negotiations.
If that comes through not only Hyderabad factory will
have a full load of special purpose machines but it will
have a technological guidance from a world top class
manufacturer in special purpose machines.”

F. Replacement of Plant and Machinery

6.43. Durirtg evidence the Committee enquired as to how
machines worth Rs.1 crore required replacement. Whether it was
because of any defect in them or whether these were not capable
of giving the required out put. The Joint Secretary of the Ministry
stated that “in a Unit which make SPM’s; I think, the replacement
will be necessary. If the point is whether there was any error in
getting the machinery initially that would require investigation.
Replacement of machinery worth one crore of rupees is not very
substantial.”



T 105

6.44. In a written reply the management have stated that re-
placement of machinery was found necessary for the following
reasons:

(i) Due to Foreign exchange limitations, we had purchased 2
(two) Nos. Horizontal boring machines from East Germany
and 4 Nos. from Czechoslovakia and these machines are
not capable of giving required accuracy.

(ii) Three Czech Surface Grinding machines are not giving
accuracy and could not be reconditioned.

(iii) One Slideway Grinding machine, GSP make purchased by
the unit under french Credit was giving trouble from the
beginning. The downtime of this machine was high and
precision of jobs was greatly effected resulting in severe
production bottlenecks.

(iv) Some old machines which were surplus in other units of
HMT were transferred to Hyderabad unit. Due to conti-
nuous usage of these machines over the years, they are
not giving the required accuracies and the downtime was
also high.

G. Pricing Policy for Special Purpose Machines

6.45. During the evidence the Committee pointed out that in 1971
the Board of Directors authorised the company to adopt the pricing
policy for special purpose machines based on tonnage basis as also to
have an escalation clause in quotations. The Secretary of the
Ministry stated as follows:—

“The special purpose machines are designed in terms of the
requireents of the particular customer. It is not a ma-
chine which is susceptible to production on a large scale.
Actually, they have to design. The design works take a
very long time. The machine has to be fabricated and this
has to be seen with reference to the special components
which the customer is going to make. It will be sent to the
workshop of the customer for trial and it has to be seen
whether the components which he is going to make are
coming out to specifications. These special purpose ma-
chines have very long manufacturing period and it is not
possible for the HMT, if the -delivery period is 24 to 30
months, to give quotations at the beginning of such a

" period, without a clause on escalation.”

i
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6.46. The Committee ent;uired whether the pricing policy follow-
ed By HMT in 'respect of special ptirpose machines acts ss an ifihibi-
ting factor in getting more orders in view of the stiff competition

or whether there was lack of demand for such machines it is stated
that:—

“So far as pricing policy of HMT in respect of special purpose
machines is concerned, there are no manufactures in the
country except Telco and Telco production is primarily
for captive use. So far as special purpose machine is con-
cerned, we find it too difficult to have an index of compe-
tition here because every machine is custom built. It
depends upon the type of component that is required to be
manufactured. It is a question of detailed estimate by the
Company and thereafter it is being put to the customer.
We had occasion to note that in one or two cases orders
were placed for these machines but later on they were
cancelled by customers even on penalties payments.
‘With the expected increase in production in the automo-

tive sector we expect to be much better off than in the
last few years.”

6.47. The Committee suggested that instead of calculating the
price of these SPMs on the basis of the cost, they should have it

on the basis of the benefit that accrues to the customer. It was
explained:—

“No customer has complained to use about the higher price.
As soon as we receive any complaint, that is properly
attended to so far as price is concerned provided this unit
is loaded with a reasonable number of orders there could
be scope for some reduction. The other suggestion is very
important one. So long as there is an economic volume of
production it will be much cheaper to operate on a special
purpose machine than operating in a number of machines.
But it depends upon the size of the factory and also availa-
bility of the orders at a particular point of time for econo-
mic use of special purpose machines.”

6.48. The ‘Committee regret to note that Unit V of HMT which
was mainly set up to meet the demand for special purpbse machines
‘and Fdy Automatics could not get adéquate drders for these machines
“to ‘nfflise its capacity. 'The ordets secured could nbt e executed
in time due to lower 'level of labour efficiency. Even a period of
5 years was considered inadequate for developing the efficiency and
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skill required for the mapufacture of sophisticated machines and
overcoming the initial production prohlems. The Committee further
note that the agreement with M/s. Renault could not be fully exploi-
ted as the design techniques formed by RNUR could not be adopted
for the requirements of SPM in India. Renault contemplated manu-
facture of substantial number of special purpose machines designed
for automotive use and the demand for special purpose machines for
automotive use did not materialise.

6.49. The Committee are at a loss to understand as to how the
collaboration agreement with Renault was entered into without tak-
ing into account the technological requirements of the sophisticated
machines in India. They regret to note that this serious matter was
not thoroughly investigated and recommend that it should now be
gone into and responsibility fixed for such defective agreement with
M/s Renault. The Committee would like to be kept informed of the
action taken in this regard.

6.50. The Committee were informed that HMT are now in the ad-
vanced stage of negotiations with an American firm M|s. Cross Com-
pany in order to improve their technology and in order to get orders
from the international market for special purpose machines.

6.51. The Committee recommend that the implications of the pro-
posed agreement with M|s Cross and Company should be carefully
examined so that the mistakes in the earlier agreement with Renault
are not repeated.

6.52. The Committee further note that out of the machines already
installed, machines worth Rs. 1 crore needed replacement as they
were not capable of giving the required accuracy. Some of them
could not even be reconditioned. The Committee fail to understand
as to why such machines were accepted without proper examination/
verification of their capabilities. The Committee recommend that
this matter should be probed into thaoroughly and the responsibility
for the lapses fixed.

6.53. The Committee are unhappy to note that Government/Man-
agement are not following any fixed pricing policy with regard to
the sale of Special Purpose Machines. The Committee feel that
HMT with all the technological advantage and the experience should
be able to.produce the machinery at economic cost. The Committee
hope that with the procurement of exoprt orders, it should be possi-
ble to mc;easg their prodyctlon and reduce the cost of production
so that price may be competitive.
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H. Licences issued to Private Sector Parties for the Manufacture of
Special Purpose Machines

6.54. The details of the licences issued to the Private Sector par-
ties for the manufacture of special purpose machines are as follows:—

Name of the Licence No. &I‘* Item of Annual Remarks
Company Date Manufacture Capacity
1. Ex-Cello-O India L/9/N-2A/s9 Hydraulic Unit 50 Nos. Impl ted
Ltd., Bombay dated 29th Heads (known mplemente
May, 59 as Special
ose
Machines)

2. Raja Bahadur  L/9/40/61-MEI  Special Purpose 36 Nos. Not implemented
M9tllal Poona dated 5-4-1961 Machines in so far as
Mills Ltd., SPMs are
Bombay concerned.

3. Tata Engg. and L/g/ 184/MT-68 Unit Construtcion Work Implemented
Locomotive Co. dt. 9-2-1968 and special pur- Rs. 100.00
Bombay pose machineg lakhs

6.55. The Committee enquired as to how far issue of licences to
private parties was ustified when the Public Sector Undertakings
viz.,, HMT were not having enough orders. In a written reply the
Ministry explained the position as under:—

“It will be noted that the licences to M|s Ex-Cell-O and M|s
Raja Bahadur were issued long before HMT obtained an
industrial licence for the manufacture of Special Purpose
Machines in 1964. So far as the licence granted to M]s.
TELCO for the manufacture of SPMs is concerned the
proposal was a diversification in the existing undertaking
to introduce a new item of manufacture. In view of the
emphasis of increased production of commercial vehicles
automobiles, tractors, scooters etc. It was considered that
the demand for these Special Purpose Machine Tools
would increase substantially. Taking into account the
merits of the scheme such as availability of workshop and
technical capabilities, balancing equipment, high indige-
nous content, long terms view for varying requirements,
introduction of a hew type of know-how with reasonable
terms of collaboration, the proposal was recommended for
approval to the Licensing Committee. With the approval
of the Licensing Committee the Company was granted a
letter of intent on February 7, 1967 for the manufacture of
‘these Special Purpose Machine Tools for a capacity of
Rs. 100 lakhs per annum and the letter of intent was
converted into an industrial licence on February 9, 1968.
1t is considered that HMTs position has not in any way
been effected by the issue of licences referred to above.”
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6.56. Asked whether TELCO had applied for the expansion of
their project for the manufacture of Special Purpose Machines and
whether the issue of any further licence for their future expansion
was contemplated, it has been stated that— .

“M/s TELCO have not applied for any substatitial expansion
of their existing undertaking for the'manufacture of SPMs.
However, in view of the liberalisation by ufllisation of
the existing installed capacity announced in early 1972 this
Company had also applied for recognition ‘of the existing
installed capacity for a total production of Rs. 200 lakhs
per anum. This is under consideration.”‘

8.57. During exidence the Ministry hate stated as under:—

“So far as TELCO is concerned, they had already taken up
a machine tool factory by name INVESTA, which was pro-
ducing a variety of drilling machines. They had already
the necessary machine capacity available and they were
thus poised for an increase in production and also for ex-
ports. Therefore, they made a proposal that they should
be allowed to diversify, to manufacture special purpose
machine tools without any substantial addition to capital
goods. They explained that they would be able to start
production with 80 to 85 per cent indigenous content and
that the bulk of the production would be required for their
captive use. These were the facts for which TELCO was
allowed to enter into collaboration for the manufacture of
Special Purpose Machines.”

I. Import of Shell Manufacturing Machines

6.58. During their visit to the Hyderabad Unit of HMT the Com-
mittee were informed that in the Defence Department, Shell manu-
facturing machines were imported when parts of the machines could
be manufactured by HMT. The Committee desired to know that de-
tails of such imports and asked about the reasons for their import.
In a written reply the Ministry have stated as follows:—

“Against DGOF tender No. : 14/ID|B-18/OFAJ|572|P|PROJ II
dated 10-7-1970 for rough turning 105 mm Shell, HMT V.
Hyderabad submitted the proposal for -six numbers
16"x33” Fay Automatic Lathes. DGOF expressed their
doubt as to whether our machines can sustain the quoted
Horse Power of 100 HP. We gave our assurance regarding
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the same. Howev,er, clearance for the import of four num-
bers Hepburn machines was obtained in March, 1971.

In March, 1972, the Ordnance Factory Kanpur, approached
DGTD for clearance for importing Becoma machines for
Shell Machinings. The matter was referred by DGTD to
HMT V, Hyderabad. The Officers of HMT V, Hyderabad
visited Ordnance Factory, Kanpur and held discussions on
13th April, 1972. The DGOF proposed that HMT should
develop Shell Turning machines on the lines of Hepburn
machine and this proposal was agreed to by us. We have
also offered for finishing turning operations, our modified
Fay Automatic Lathes with Rear Carriage Mounting.
Subsequently a meeting was held between HMT and
DGOF at Kalamassery on 15-11-1972 to decide the type of
machines required by DFOF. Another meeting is still re-
quired to be held to finalise details of their requirements
for Shell Machining.”

J. Manufacture of Scooters

6.59. During evidence the Committee pointed out that Govern-
ment had given clearance to import the entire plant from Itlay for
the manufacture of Scooters in India. They enquired whether any
proposal had been received from HMT regarding the manufacture of
Special Purpose machines for the manufacture of parts for the Scoo-
ters and if so, why the same was not accepted.

6.60. The Secretary of Ministry explained as follows:—

“The question relates to the decision of Government to import
a complete plant from Itlay for the manufacture of
scooters. It is true that when this decision was being taken
there was communication from HMT suggestiong that for
the scooter project HMT will find it possible to design and
manufacture the entire plant. But the circumstances in
which this decision was taken are as follows:—For a long
time there have been a very heavy pent up demand for
scooters and on 31st January, 1972 the demand for scooters
with various dealers was of the order of 4% lakhs. Taking
note of the difficulty in meeting the growing demand for
scooters Government had decided as early as in the middle
of 1972 to take up a scooter project in the public sector to
meet long pending demand. In fact, I was authorised to
enter into certain discussions with people who could
furnish the drawings and designs for the manufacture of

{ scooters and know-how for this in order to see whether
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‘we could obtain some reasonable terms. In fact, I had
discussions with the Piaggio People who are the people
in Italy who manufacture the Vespa scooters, one of the
most popular brands of scooters available in this country.
In the course of discussion, they demanded a technical
know-how fee of the order of Rs. 90 lakhs. In addition
they had also suggested that the project would cost about
Rs. 16 crores in all. Continued efforts to scale down these
payments to be made to them, whether for know-how fees
or scope of the project did not yield any results. It was at
about that time that one of the private sector units, the
Automobile Products of India, brought to our notice that
the Innocenti Plant in Italy which had been producing
Lambretta scooters for many years was about to wind up,
and, therefore, the Automobile Products of India might
be allowed to import the entire plant in as-is-where-is
condition along with all the technical documentation and
the world rights for the licensing of Lambretta scooters.

‘When this came to us, we examined this and we thought that
if Government were to take a major initiative in buying
this entire plant and also get all the documentation and
also the world rights for the manufacture of these scooters,
we would be able to set up scooters manufacture in the
public sector much earlier than under any other arrange-
ments. Therefore, it was felt that notwithstanding the
fact that the HMT might be in a position to manufacture
these machines over a period of time, we should not let
that opportunity go, because the terms offered were very
attractive.

The terms offered were that for all the machines available in-
as-is-where-is condition, a total payment of 1.85 million
dollars should be made and this was not only for the
machines but fo rthe technical documentation and for the
entire licensing rights for the entire range of Lambretta
scooters throughout the world.

We also felt at that time, which was fully justified by our
subsequent investigations, that there was a very good
export demand for these scooters and if we were to enter
this line of manufacture, we would be able to develop
a very good export market within a reasonable period

of time. ’
So far as HMT is concerned, we did not doubt their compe-
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tence to produce the machines needed over a period, but
the designing of special purpose machines for the manu-
facture of scooters, which means various components of
scooters, takes a long time and even the manufacturing
time for the machines needed according to the HMT
themselves would take about 30 to 36 months whereas
here was a plant readily available and which could imme-
diately go into production which had been approved by an
expert team, and we had found that the machinery had
a.reasonable life left in it. Not only had we investigated
the worth and life of the Plant by a high-level technical
expert from India, but we had also taken the advice of
some independent appraisers in order to see what the
value of this machinery would be, and we were advised
that 1.85 million dollars which we were finally proposing
to pay was a very good deal, and in fact, the value of the
machinery with the residual life in it would be substan-
tially higher than payments which we were proposing to
make.

In these circumstances, with a view to enter scooter produc-
tion earlier and meet the long-standing demand both in
the domestic and in the export markets, we took this de-
cision consciously at the highest levels in Government.”

K. Manufacture of Machines for the manufacture of small cars and
Tractors

6.81. The Committee enquired whether any proposal had been
received by the Government with regard to the manufacture of
machine for small cars and tractors. The Secretary of the
Ministry stated as under:—

“From time to time, Government have considered the possibility
and the need for the manufacture of a car in the public
sector in the country. The latest position is that taking
into account the availability of resources and the priorities
of various requirements, we feel that the requirements of
public transport should take precedence over personalised
transport, and, therefore, at the moment the chances of
getting a car project finding a place in the Fifth Plan
appears extremely remote. But this is not to question the
competence of the HMT at all in being able to design and
manufacture the machinery needed for car manufacture
In fact, there are a number of automobile units in the pri-
vate sector some of whom will require replacement machi-
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nery, and some of them have placed orders on the HMT.

But to take up a car project in the public sector only to

give orders for special purpose machine tools to HMT
" appears to be very unlikely.

So far as tractors are concerned, we have been very closely
in touch with HMT not only for the purpose of the public
sector tractor project which is executed by the HMT
themselves, but for all other tra¢tor projects for which
licences have been given. In fact, a number of parties
which are licensed or are undertaking expansions are
placing orders on the HMT in substantial proportions for
their requirements, and the HMT is poised, to manufac-
ture the special purpose machines needed for the auto-
mobile and tractor industry.”

6.62. The Committee are surprised to note that on the one hand
unit V is suffering due to lack of adequate orders on the other hand
licence had been issued to M/s TELCO for the manufacture of
SPMs for a capacity of Rs. 100 lakhs per annum as a part of diversi-
fication scheme in the existing undertaking to introduce a new item
of manufacture. Their application for the recognition of the existing
installed capacity for a total production of Rs. 200 lakhs per annum
is now under the consideration of Government. The Committee
would like the Government to fully examine the implications of
allowing further expansion to TELCO keeping in view the
unutilised capacity of unit V.

6.63. The Committee are informed that Government have
decided to import an entire plant from Italy for the manufacture of
scooters. The argument advanced for such an import is, however,
hardly convincing. It has been admitted that the competence of
HMT to produce the machines needed for the manufacture of scooters
was beyond any doubt. But the Plant is being purchased in order
to meet the pent up demand for scooters. The Committee would,
however, like to point out that the demand for scooters has not
grown all at once. The existing private manufacturers have not
been able to cope with the demand for the past few years. The
difficulty regarding idle capacity in unit V of HMT was also being

felt since its very inception.

6.64. The Committee strongly feel that the decision to take up
the manufacture of scooters in the public sector has been unduly
delayed. Had the decision to set up such a Project been taken ear-

lier, the advantages would have been three fold. First the manu-
facture of SPMs in unit V would have enable HMT to utilise its idle
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caprcity in that unit. Secondly the Public Sector in addition to
meet the growing demand for scooters would have provided a fair
campetition in the sale of scooters. Thirdly it would have helped
the country in the acquisition of advanced techneology which could
have been certainly better than the technology already available in
the country about the manufacture of Lambretta scooters.

6.65. The Committee regret to note that Government decided to
import four Fay automatic lathes required by the Defence Depart-
ment in March, 1971 without actually examining the capacity of HMT
machines to meet the demand in spite of the fact that HMT gave an
assurance that lathes of the requisite Horse Power could be manu-
factured by HMT. The Committee need hardly stress that such im-
ports which involved a huge amount of foreign exchange should have
been avoided. The possibility of meeting the further demand of
the Defence Department by HMT with regard to the shell manufac-
turing machines should be fully explored before taking up any de-
cision about their import.

6.66. The Committee further recommend that effective steps
should be taken to secure orders for the Special Purpose Machines
required by the Private Sector for the manufacture of tractors etc.
The possibility of getting orders from Mining and Allied Machinery
Corporation who are also taking up the manufacture of tractors
should also be explored.

6.67. The Committee hope that with improved technology and
adequate number of orders, the working of unit V of HMT would
improve.

L. Manufacture of Electrically Controlled Horizontal and Vertical
(Type E2H and V) Milling Machines in Units I & 1II

6.68. Units I & II undertook manufacture between May, 1966
and December, 1968 of 275 numbers of Electrically Controlled Hari-
zontal and Vertical (Type E2H and V) Milling Machines, newly de-
signed and developed, for supply to the Defence Department. A
number of these machines which developed some defects in actual
operation had to be rectified at the cost of the Company. Apart from
an estimated development cost of about Rs. 30 lakhs, this venture
resulted in a loss of over Rs. 54 lakhs to the Company.

6.69. It was explained by the Management that the order which
was for a completely new design to be developed, was taken up
within a tight time schedule to meet the urgent defence requirements
and to cut the capacity under-utilisation costs. It has further been
explained that the execution of the order.not only led to the absorp-
tion of under-utilisation costs and a foreign exchange saving of
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Rs. 150 lakhs but also resulted in the development of the design of a
machine which was undergoing further change and development
to meet the demands of the internal and export market.

6.70. The Committee enquired as to the actual cost of production
of these machines and how it compared with the estimate framed
initially.* In a written reply the management have stated as follows:

The details of actual cost of production are as follows:—

E2H E2V

Rs. Ras.
1966-67 . 70,600 72,328
1967-68 . 97,752 99,809
1968-69 . . . . 1,13,239 I1,15,297

The estimated cost of production was Rs. 47,598 in case of E2H
and Rs. 48,420 in case of E2V.

6.71. Asked as to the basis on which the management had work-
ed out the development cost at Rs. 30 lakhs and foreigh exchange
saving at Rs. 150 lakhs, it has been stated as under:—

“Details of development cost are a; following ;—

(a) Cost of design hours . . . . . . . . Rs. 650 lakhs

(b) Cost of prototype (representating difference between actual cost
of production of first batch of machines and selling price

reahised) Rs. 14- 30 lakhs
(c) Extra cost of manufacture due to design alterations and modi-
fications resulting in variations in efficiency level . . . Rs. §: 90 lakhs

(d) Other expenses for which detailed records are not readily available Rs. 3-21 lakhs
Rs. 30° 00 lakhs”

6.72. The foreign exchange savings have been worked out after
taking into account the cost of importing equivalent machines from
the foreign firm abroad. These calculations have been made at pre-
Indian Rupee Devaluation rate of exchange. The foreign exchange
savings would be much more than Rs. 150 lakhs ‘if the post-Indian
Rupee Devaluation rdte of exchange is vieinm HHM HMRF RFR

-o—

*At the time of factual verification the Audit stated as follows :— .
“The Company had not prepared any estimate of cost at the time of submission of
-the tender. Tge price quoted was based on. the landed cost minus 15% as per pricing
policy then existing. ) .
The figures of éstimated cost of production given by the Msnagement to the
Committee are based on the estimates prepared in May, 19€6.
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exchange savings at the rupee devaluation rate of exchange are as
follows:—

E2H machines (201 numbers) . Rs.100° 04 lakhs
E2V machines (110 numbers) . Rs. 51- 59 lakhs

Rs. 151° 63 lakhs

6.73. It has been stated that the manufacture of these machines
resulted in reducing the loss due to under-utilisation of capacity to
the extent of Rs. 50.64 lakhs (representing the difference between
the selling price and cost of materials utilised in the manufacture
of 275 machines).

6.74. It was stated by the Company in February, 1971 that these
machines had been fully developed and had very good market parti-
cularly in the countries abroad. It is, however, understood that the
Company produced 12 No.E2 Milling Machines in 1970-71 and that
there was no production in 1971-72.

M. Manufacture of Electrically Controlled Milling Machines in Unit
I

6.75. Out of 410 Electrically Controlled Milling Machines (2D3)
manufactured in Unit III upto 31-3-1970, the Company had to under-
take in 1967-68 to 1969-70 rectification of defects on 192 machines at
a cost of Rs. 13.47 lakhs. During 1970-71 and 1971-72, The Company
produced 137 machines and 10 machines had to be rectified at a cost
of Rs. 6,000.

6.76. In this connection, the Management have stated that the
need for rectification of 192 machines arose due to the following
factors:—

(i) These sophisticated machines were taken up for production
for the first time in the country and that too in a brand
new factory with comparatively younger and less experi-
enced labour.

(ii) The time taken for the development of the manufacturing
skill. o

(iii) The operation of these machines by the less skilled opera-
tors at the customer’s works.

(iv) The rectification was carried out to restore the confidence
of the customers irrespective of the part played by the
customer’s operators in the breakdown of those machines.

6.77. The Company also stated (March, 1971) that in a large ma-
nufactureing. organisation the rectification work will have to be
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regarded as normal commercial risk and hence is not of any peculiar
or unusual nature. '

6.78. The Commitfee enquired about, the nature of defects rec-
tified and whether these defects could not be taken care of during
the process of manufacture. In a written reply the management
stated as follows:— T o

“Manufacture and assembly of highly sophisticated electri-
cally controlled milling machines was taken up for the
first time in the country in a brand new factory like HMT
III, Pinjore. The manufacture and assembly of these highly
sophisticated machines require the development of certain
special manufactaring skills- which could be achieved only
gradually over a period of time. Fof thése machines, very
good scraping was required to be done and initially the
scraping was not upto the standard as our scrapers took
some time 'to develop the necessary skills for doing this
operation. In this connection we would like to clarify that
the scraping is purely a manual operation and hence the
requirement of time for development of the operational

- skills. . .-

This machine called for much more care on the part of the
operators, tool setters and maintenance personne] at the
customer’s works, than required for handling simple gene-
ral purpose machines. Any carelessness on the part of the
operating personnel at the customer’s works would seri-
ously affect the performance of these machines. In a ma-
jority of cases the breakdown of the machines was attribu-
table to the operation. of this complicated machine by less
skilled operators at the customer's works. As the rectifi-
cation work involved would not be carried out at the
customer’s work for lack of proper facilities and as it was
our intention to restore the confidence of our customers
in these high peformance machines it was decided to un-
dertake the rectification work at our Pinjore Unit irres-
pective of the extent of the part played by the customers
operators in the breakdown of these machines.”

6.79. The Committee enquired if the machines developed defects
at customer’s works whether those would also be rectified at Com-
pany’s expenses in future also. It was stated that:

“Most of the machines have already been rectified and if any
of the machines produced and sold in the earlier years of
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establishment of production of these machines come up

for rectification the same will have to be undertaken by
the Company.”

6.80. The Committee find that a number of Electrically controlled
Horizontal and Vertical Milling Machines manufactured in Units
I & I1 of HMT for the Defence Department developed some defects
in actual operation and had to be rectified at the cost of the Company.
The manufacture of these machines resulted in a loss of aver Rs. 54
lakhs to the Company, apart from an estimated development cost of
about Rs. 30 lakhs. The Committee further note that out of 410 Elec-
trically Controlled Milling Machines (2D3) manufactured in Unit
III rectification of defects on 202 machines at a cost of Rs. 14 lakhs
had to be carried out. The Committee would urge that the reasons
for the defects developing in both types of Machines should be care-
fully gone into and remedial measures taken to avoid such defects
developing in future. The Committee regret to note that the Com-
pany had not examined the financial implications before accepting
the orders which ultimately resulted in a loss to the Company.

6.81. The Committee were informed that the need for rectifica-
tion arose on account of these sophisticated machines being taken
up for the first time with new and inexperienced labour. The Com-
mittee need hardly point out that the supply of defective machinery
to the customer, acts as an inhibiting factor in securing further or-
ders. The Committee feel that there should be a closer quality con-
trol and stricter supervision at each stage of production and recom-
mend that the machines should be fully tested at the premises of
the factory with regard to their performance before these are des-
patched. Since the manufacture of these machines is customer orien-
ted the Committee feel that the best form of sales management in
such cases should be to provide after sale service to the customers.
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7.2. It is seen that percentage of idle hours to available hours
is substantial in respect of Unitg III, IV and V. The two major fac-
tors responsible for idle hours in respect of these Units were ‘no
operator’ and ‘no job’.

7.3. In this connection, the Ministry stated (December, 1971) as
follows:—

“(a) Low order position caused by severe recession was main-
ly responsible for idle time for want of jobs.

(b) Idle hours due to ‘No operator’ were caused by higher
absenteeism. Low order position responsible for very low
morale of workers also contributed to absenteeism.”

7.4. The Committee enquired as to how the Company proposed
to eliminate idle machine hours. The Chairman, HMT stated:

“By really improving efficiency all round, through (a) ensur-
ing that the machines are kept up in good working condi-
tion; (b) by reducing absenteeism; and (c) feeding the
machines properly, and guiding the workers in time through
the Foremen, In fact, we have a performance budget. And
the Foremen particpate, from all points of view, in that
performance.”

7.5. Keeping the age of the machine in view, the Committee wan-
ted to know the optimum percentage of utilisation. The witness
stated: !

“Plants I and II of HMT have been running for the last 19
to 20 years. The machinery there is getting old, particular-
ly in the foundry. In view of the difficulties with regard
to finance etc., we have not had a very large programme
of replacement of machine tools; but we have certainly
started replacing some of the equipments. Taking these
and the old machinery ‘side by side, the machine utilisa-
tion would definitely improve.”
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1.7. According to Management, capacity available for produc-
tion (after accounting for absenteeism and idle time) was around
70 per cent. during 1967-68, 1968-69 and 1969-70 in Units I, II and
III, 50 per cent. to 52 per cent. in 1967-68 and 1968-69 and 57 per cent
in 1969-70 in Unit IV and 68 per cent in 1967-68 and 60 per cent. in
1968-69 and 1969-70 in Unit V. It has further been stated that idle
time for want of jobs accounted for, on an average, loss of capacity
to the extent of 10 per cent.

7.8. It will thus be seen that the utilisation of labour was on the
low side particularly in respect of Units IV and V. This was mainly
attributable to higher percentage of absenteeism and idle time.

7.9. In this connection, the Ministry have stated (December,
1971) as follows:—

(a) The absenteeism in all the Units was very much higher
than the normal limit of 10 per cent. The idle time was
also relatively higher for want of jobs which again was
the consequence of recession in the engineering industries.

(b) The labour efficiency will have to be viewed in the back-
ground of diversification and development activities un-
dertaken during this period.

7.10. The capacity available for production after accounting for
absenteeism and idle time during the years 1970-71 and 1971-72 unit-
wise was as follows:

1970-71 1971-72

HMT 1 & II, Bangalore . -69° 81 6858
HMT 111, Pinjore 72°37 74* 81
HMT 1V, Kalamassery] . 60- 86 54.75
HMT V, Hyderabad . .. 70476 65‘.05

7.11. The Committee pointed out.that idle hours on account of
‘no material’ were the highest in Unit IV during 1967-68 to 1969-70
and on account of ‘no job’ under unit IV and V in 1968-69 and 1969-70.
They enquired about the reasons for the high percentage of idle
hours. In a written reply the management have stated as follows:—

“The reasons for high incidence of idle time for want of mate-
rials during 1967-68 and 1969-70 in HMT IV unit were as
follows:
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1. Production|efficiency imbalances in the production during
initial ‘operations.

2. Machining rejection of casting which creates problem
of no materials and non-availability of basic raw mate-
rials like steel.

Due to delayed delivery of steel from indigenous sources and
import restrictions, it was at times difficult to get steel to the required
specifications. Even after receipt of supplies, it was found in many
cases that the material supplied was not of acceptable quality.

As regards high incidence of ‘no job’ we would like to clarify that
this is mainly due to lack of orders and also due to production and
efficiency imbalances.” 1

7.12. During evidence the Committee asked the Chairman, HMT
to explain the position with regard to the high percentage of idle
hours due to ‘no job’ ‘no material’ and ‘no machine.’ The Chairman,
HMT stated as under:

“There was recession in these periods. We could not have pro-
vided materials, made machines and kept them in stock.
There is a little difference of opinion with our audit here.
We have to draw the ratios with the gross available hours
and not net available hours, after deducting absenteeism,
and again working back the percentage. At least, that is
what we have been doing. If you take that way, the ratio
would appear a little better. My difficulty in those periods
has been that there was some sword hanging on every
average worker there that they would be retrenched and
they were agitated about this sort of atmosphere. On the
one side, stocks were pilling up and market was not avail-
able. We had the question of finance to provide material to
feed the men and machines. With the result, there was a
sort of demoralising effect all-round in those three years
particularly and you can see that these ratios for subse-
quent years have been considerably improved. If you
want to go Unit by Unit, ‘No job’ seems to be the highest.
‘No job’ varies from 12 per cent to 20 per cent. So that
means, we have to keep the machines idle because we had
no money to buy raw materials and if at all we produce
these machines, they would have gone into stock. Then
‘no material’ was of every high incidence. Mechanical re-
pairs were within control. But you can see that labour
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efficiency is very very poor and in the HMT units IV and
V, it is deplorable because of labour troubles in HMT IV
towards the end of these years, and in HMT V, of course,
we had just started. We started in 1966-67. This was the
second year of running. Labour efficiency was very poor.
But it is continuously improving and it has improved. In
1971-72, labour efficiency has improved to 80 per cent in
HMT I and II. That means, they are 80 per cent efficient.
In the case of HMT III, we are 76 per cent efficient. In
HMT IV, the improvement is 69 per cent and in HMT V,
the improvement is 71.5 per cent. There is an all-round im-
provement in the labour efficiency in all the Units for the
year 1971-72, Apart from this, we are continuously strug-
gling to pull up the efficiency by various methods like in-
centives and all that. I was hoping that this year would be
better. But, there are no signs so far.”

7.13. The Committee enquired about the steps taken to reduce
the idle hours on account of avoidable factors and step up the
labour efficiency. The management have stated as follows:

“Utilisation statistics are made available to the operating per-
sonnel every month with a view to enable them to take
remedial action for reducing the idle hours. We are also
motivating labour to give better production and produc-
tivities through the incentive schemes. We are also tak-
ing advance action for materials planning and procure-
ment. Preventive maintenance and repair systems have
been introduced to avoid and/or minimise machine break-
down. Balancing equipment are being provided wherever
necessary. However, a certain amount of idleness is inevi-
table for several reasons, such as production imbalances,
efficiency variations in the various processes and stages
of operation etc.”

C. Fuller utilisation of capacity and improving productivity and
increasing production in unit IV.

7.14. In a written reply the management informed the Committee
as follows:

“As part of the celebration of the Silver Jubilee Year of India’s
Independence during the year commencing from 15th
August, 1972, the theme for ‘fuller utilisation of capacity
and improving productivity and increasing production’
has been adopted in HMT IV, Kalamassery. With a view
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to implementing the aforesaid theme, a special Group
Plan has been instituted in HMT 1V, Kalamassery. Under
this Plan, the direct workers in the Unit are divided into
8 main groups and the individual worker achieving the
highest standard hour output over a period of three months
in each of the groups, subject to a minimum achievement,
will be awarded a ‘hmt’ watch at a special function every
quarter held in front of workers’ families. Since the Plan
envisages conferment of personal distinction for efficiency
of the workers it is expected to bring in a sense of competi-
tion amongst them and improve productivity.”

7.15. With regard to the new bonus scheme introduced in Unit
IV, the Chairman stated during evidence as follows:—

“So far, the results have been good in Kalamassery with this
new incentive bonus and also additional incentives an-
nounced in view of India's 25th Year of Independence.
But during the past three months, they have raised ano-
ther issue. They want now added dearness allowances and
revision of wage structure which agreement has expired
on 31st December. On the one side, we have been asked by
the Government that wage revision has to be done very
carefully and on other side, labour is now demanding that
we should revise the wage scales. Anyway, negotiations
are going on in HMT IV and we have appealed to them
also. I have made a personal appeal to the 8 Unions and
I have asked them some time. I think something will be
settled.”

7.16. The Committee find that utilisation of machines and labour
was not satisfactory in all the units of HMT, particularly in Units
III, IV & V. The percentage of idle hours to available hours in res-
pect of machines varied from 18.7 to 26.3 in Units 1 & I, 2248 to
31.4 in Unit III, 37.7 to 47.4 in Unit IV and 28.3 to 45.2 in Unit V. The
percentage of idle hours to net available hours in respect of labour
varied from 16.53 to 17.4 per cent in Unitg I & II, 13.14 to 18.0 in
Unit 111, 25.74 to 41.0 in Unit IV and 15.39 to 27.0 in Unit V. As a
result of non-utilisation of machines and labour there was enormous
idle capacity in the Units. The idle capacity was around 30 per cent
in Units I, II & III, 40 to 50 per cent in Unit IV and 30 to 40 per cent
in Un it V. Labour efficiency in all the units was also not impressive.
It was only about 62 to 79 per cent in Units I & 11, 64 to 75 per cent
in Unit ITI, 53 to 68 per cent in Unit IV and 44 to 71 percent in Unit
V. .
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7.17. The main reason for all these maladies was stated to be low
order position caused by severe recession. Idle machine hours due
to ‘no operators’ were on account of absenteeism. Low order position
responsible for very low morale of workers also contributed to absen-
teeism. The absenteeism in all the units was very much higher than
the normal limit of 10 per cent. The idle time was also relatively
higher for want of jobs. This gave rise to paradoxical situations. On
the one hand, the machines remained idle for want of operators, on
the other hand the labour remained idle for want of jobs, materials
etc. Again on the one hand there was dearth of orders to fully utilise
the capacity, on the other hand the orders in hand could not be exe-
cuted for want of operators, materials, mechanical and electrical
repair of machinery etc. As a result of these, the production perfor-
mance remained unsatisfactory in all the units of HMT, particularly
in Units IIL, IV & V.

7.18. The Committee find that the Company are now taking a
number of steps to eliminate idle hours and improve productivity.
Diversification of production in order to secure adequate orders, sup-
ply of requisite quantity and quality of materials, reduction of absen-
teeism, introduction of preventive maintenance and repair systems
in order to minimise machine breakdown, and introduction of incen-
tive schemes are the steps in the right direction. The Committee,
therefore, recommend that all these measures should be pursued
vigorously in order to increase productivity and production,

7.19. The Committee were informed that the machinery in Units
1 & II of HMT are getting old. They, therefore, recommend that the
programme of gradual replacement and provision of balancing equip-
ment, wherever necessary, should be finalised in time and steps
should be taken to ensure smooth running of the plant as a whole,
that the requisite machinery and equipment become available as per
scheduled programme.

D. Staff Requirement

7.20. The standard force requirements for all the units of the
Company have been approved by the Board of Directors from time
to time. The standard force, actual personnel employed and the
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percentage of actual personnel to standard force in each Unit have
been indicated in the table below:—

Particulars Units Unit Unit Unit
I&II III Iv \%
Standard force for 2 shift working 520§ 2431 2431 2714
1966-67
Actuals . . . . . . 5187 2253 2081 - 1479
Percentage of actuals to standard force 100 93 86 55
1967-68
Actuals . . . . . 5083 2575 2131 1607
Percentage of actuals to standard force 90 94 8o 59
1968-69
Actuals . . . . 4970 222§ 2106 172§
Percentage of actuals to standard force 96 92 87 64
1969-70
Actuals . . . . . 4960 2270 2107 1825
Percentage of actuals to standard force 95 93 87 67

7.21. Standard force for 2 full shift working, actual personnel em-
ployed and percentage of actual personnel to standard force in each
of the units for the years 1970-71 and 1971-72 is indicated below:—

Particulars, year HMT HMT HMT HMT
I&II II1 v v
1970-71
Standard Force o e 5,405 2,456 2,435 2,707
Actuals . . . . . 4,955 2,403 2,261 197-
Percentage of actuals to standard force 90°34 9784 92-8 75284
1971-72
Standard Force . . . 5,515 2,450 2,470 2,747
Actuals . . . . 4,954 2,378 2,265 2,023
Percentage of actuals to standard force 8982 96°62 91°70 7464

7.22. The Sub-Committee of Directors had assessed (in Septem-
ber, 1968) that in the context of decline in overall production and
sale performance over the last three years (1965-66 to 1967-68),
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surplus staff in Units I, IT and IV during the subsequent three years
(1968-69 to 1970-71) would be of the following order:—

1968-69  1969-70  1970-7X

Units I & IT . . . 677 839 848
Unit IV . . . 416 323 243
TorAL . . . 1093 1162 1091

723 In ﬁnanclal terms the above surplus labour was assessed
at Rs. 110 lakhs.

7.24. The Company has, however, stated (March, 1971) that at
present there is no surplus labour in any of the units of the
Company.

7.25. The Ministry have stated (December, 1971) that the ques-
tion of surplus labour estimated in the midst of recession had to be
revised in the light of:

(a) difficulty in getting the trained and skilled workmen:

(b) the need to retain the services of trained and skilled
workmen for the manufacture of sophisticated machine
tools being introduced into production involving lower
efficiency in the initial years; and

(c) the requirement of personnel for the new projects like
Tractors, Printing Machines, Heavy Duty Presses etc,
which were being considered at that time.

7.26. The standard force for the new projects has been deter-
mined after examining the requirements and the standard force re-
quirement as indicated in the DPRs are as follows: ,

Tractor Project . . . . 2,708
Heavy duty Press Project 504
Printing machinery Project . . . 816

Die casting & Plastic m|cctlon Mouldmg
machines Project . . 226

7.27. The Committee enquired whether any exercise had been
undertaken by the management for determining the staff requirements
on a scientific basis. It has been stated that the standard force for
the various units of the Company were fixed initially after con-
sidering the various requirements.

7.28; Standard force for HMT I & II Bangalore was revised after
adding of HMT II. There has been no revision in the standard
force in respect of HMT III, Pinjore, HMT IV, Kalamassery and
HMT V, Hyderabad.
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7.29. The Committee pointed out that the standard force require-
ments as worked out by the Management was intended to cater to
the production requirements of rated capacity. They enquired that
as the actual production had been less than the rated capacity whe-
ther it meant that standard force requirements would need augmen-
tation for attaining the rated capacity. Conversely, whether it was
the contention of the Management that it would be possible to attain
the rated capacity with the present standard force on attaining the
requisite degree of efficiency and skill. In the latter case whether
it was not necessary to reassess the standard force requirements,

7.30. The management have in a written reply stated as under:—

“It was necessary for Company to restrict the recruitment
more particularly during the recession years with a view
to avoid further under utilisation of capacity during that
period. In this connection we would like to clarify that it
would be more appropriate to assess the performance of
the company with refcrence to the developed capacity
which takes into account availability of men, machines
efficiency factors, etc., rather than making any comparison
with reference to rated capacity. During the years 1970-71
and 1971-72 HMT I & II, HMT III and HMT V had prac-
tically achieved production performance upto developed
capacity calculated with reference to actual inefficiency.
HMT I & II, Bangalore and HMT III Pinjore had even
achieved practically the developed capacity calculated
with reference to 1.3 inefficiency,

We would undertake the exercise of reviewing the standard
force if it is found at a later date that a major revision is
necessary to attain the targeted production consistent with
market demands.”

7.31. The Comnmittee are surprised to note that Government/Man-
agement have not made any analysis of the requirement of staff in
relation to the available/developed capacity in all the units of HMT.
The standard force was initially fixed on the basis of working of the
units at full installed capacity. The Committee have already pointed
out that in the past the actual production was far less than the in-
stalled capacity. In financial terms the loss due to surplus labour
during the years 1968-69 to 1970-71 has been assessed at Rs. 118 lakhs,

7.32. The Committee feel that the employment of staff far in ex-
cess of the actual requirement not only means payment of excessive
wages and salaries but results in low productivity. labour troubles
affecting the cost of production and lowering of morale generally.
The Committee therefore recommend that a review of the standard
force taking into account the expansion programmes launched by the
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Company and the actual strength should be undertaken without
any delay so that the staff may be wusefully and economically
deployed.

/ E. Training of Workers

7.33. As regards the training of workers the management have
stated in a written reply as under:—

“Our training programme covers technical training and
supervisory development.

For all technical posts candidates are recruited as trainees for
the following categories:

(i) Operator Trainee (for Watch factory only)
(ii) Trade Apprentices

(iii) Craftsman Trainee

(iv) Technician Trainee

(v) Engineer Trainee

(vi) Specialist Trainee.

Industrial Training Institute, Polytechnics and Engineering
College provide the basic technical training, which is sup-
plemented by adequate job oriented training in the well-
equipped training centres established in all our units. This
is followed by sufficient in plant training before an em-
ployee is given independent charge. Further, workers’
Education Unit Level Classes sponsored by the Director
of Workers’ Education, Government of India are also
being conducted.

As regards supervisory development, the Central Organisa-
tional Development Unit caters to the development pro-
gramme for various management tiers. A number of
middle management development programmes and PERT
application programmes have been conducted in the Com-
pany’s various units from time to time with a view to
fostering supervisory development.

Over and above these, advantage has been taken of the course
offered by Institutions like the Indian Institute of Manage-
ment, Calcutta and Ahmedabad and National Institute
for Training in Industrial Engineering in Bombay. The
organisational Development unit, with the help of afore-
said institutions has also conducted sensitivity training
programme for senior and top management personnel.”

7.34. The Committee enquired about the steps taken to check
the trend of an out-go of qualified and experienced personnel from
HMT.



133

The management have stated:

“Our personnel recruitment and promotion policies are so
formulated as to induce the men in position to continue
in the services of the company. But, retention of staff
who have been trained and brought up by the company
to man managerial posts, in the face of severe competi-
tion including higher emoluments offered by the Private
Sector for trained personnel, continues to pose a problem
to the Company.”

7.35. During the visit of the Committee to the HMT Plant at
Hyderabad, on 8-7-1972, they were informed that a period of two
years was prescribed for training. Thereafter about 50 per cent
were observed in HMT while 50 per cent of the trainees go to other
companies.

7.36. In this connection the management have now stated that
all technical trainees are required to give a service bond to serve
the company for a period of 3—5 years on successful completion of
their training. There is, however, no such bond taken in respect
of Trade Apprentices and depending upon their suitability and the
vacancy position they are absorbed in the services of the Company
after successful completion of the training. In the process, about
50 per cent of such trainees taken, in Hyderabad as required under
the Apprentices Act, would have to find job opportunities elsewhere.
The expenditure outlaid on the training of the Trade Apprentices
who are not absorbed by the Company is unavoidable as the train-
ing of these persons is obligatory under the Apprentices Act.

7.37. The Committee view with concern that there is a large scale
out-go of trained personnel from the HMT. It has been stated that
“retention of staff who have been trained and brought up by the
Company to man managerial posts, in the face of severe competition
including higher emolument offered by the private sector for train-
ed personnel, continues to pose a problem to the Company.”

7.38. The Committee feel that the recruitment, training and pro-
motion policy should be so devised as to encourage persons of
merit to get themselves absorbed with an assurance for further

advancement.

7.39. The Committee consider that for improving work-efliciency,
welfare schemes, within and outside the establishments should be
introduced. In this connection the Committee would like to invite
the attention of the Govt./Management to their recommendations
contained in Chapter XI of their Seventeenth Report (Fifth Lok
Sabha) on Personnel Policies and Labour Management Relations in

Public Undertakings.”



CHAPTER VIII
SALES MANAGEMENT
A. Sales and Marketing Organisation

8.1. The sales department of the company was set up in 1957
with a standard force of 20. In 1960, it was revised to 34. The
force, in view of the sellers market which then existed primarily

catered to the execution of the orders rather than their procure-
ment.

8.2. As the new Units came into production, this strength was
again found inadequate and was increased to 66 in 1966. This was
again revised to 176 in 1968-69 with a view to:—

(a) have effective marketing and selling organisation to re-
tain the company’s position in the face of severe compe-
tition from other machine tool manufacturers;

(b) have proper sales staff to market the diversified range
of machines including highly sophisticated machines;

(c) have a cadre of sales engineers required for selling engi-
neering and methods rather than the machines;

(d) build up the export market;

(e) have a proper market survey and market survey research
department; and

(f) strengthen the branch sales offices in the country, etc.

8.3. The Standard force of the Sales Department as on 31-3-1972
was 212. The Company is in the process of recruiting the required
qualified personnel for handling the sale of new products such as
Tractors, Printing Machinery etc.

8.4. The Company has developed its own selling organisation to
replace the Sales Agency Agreement entered into with Mls. Voltas
Limited for sale of Multi spindle Automatics and Drum Turret
Lathes and with M's. Mahindra & Mahindra for sale of FAY auto-
matics. The selling agency agreements with these two firms which
expired on 18-7-1972 and 2-4-1972 respectively have not been renewed.

Market Research Department

8.5. The Company has set up a Market Research Department to
studv market trends and make demand surveys.

134
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'Sales Engineering Department

8.6. It has been contended by the Company that with the estab-
lishment of the Sales Engineering Department, it has been possible
to secure upto 31st March, 1972 orders aggregating to Rs. 884.50
-lakhs for tooled up machines.

B. Sales Promotion Efforts

‘(i) Total Plant Engineering Service

8.7. In the Annual Report of the HMT for the year 1971-72 it has
been stated that:—

“In its drive to expand sales the company is always on the look-
out for new marketing techniques and innovations. The
total Plant Engineering Service which was introduced
increasingly popular among the small and medium scale
entrepreneurs in the engineering industries. Under the
total plant engineering scheme, the Company does not
sell the machine tool without ascertaining the purpose
for which the customer needs a particular type of
machine. Through the Project Engineering Depart-
ment, the requirement of most of the customers are pro-
cessed and proper advice is rendered on what types of
machine tools they should buy and what special tools
and accessories should be supplied to them along with
the machine tools to perform a given job at a specified
rate and accuracy.”

(ii) Integrated approach to the requirement of machine tool
customer

8.8. Apart from the above technique, during 1971-72 the Com-
pany has introduced another marketing method viz. an integrated
approach to the requirements of the machine tool customer. The
‘Company handles, if required, the total needs of machine tools of
a customer, for producing a certain product at a given rate, specifi-
.cations and accuracy standard. The Company suggests suitable types
and sizes of different machine tools and tool up machines for the
customer. This in short means not merely selling machine tools
but selling the most efficient production processes to the customer.
The Scheme is becoming popular among industrialists particularly
in the automobile and scooter industries. g

504 LS—10 ' ¢
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(iii) Promotional Sales Schemes

8.9. In order to promote sales, the Company had introduced the

Deferred

Payment Sales Scheme (1966-67). Instalment Scheme

and Hire Purchase Scheme (1968-69). The turnover under these:
schemes achieved by Units I & II and III is given below:—

(Rs. in lakhs)
Year Deferred  Hire Instalme nt'
payment Purchase scheme
sales sales
scheme  scheme
1966-67 . 1018
1967-68 . 74 84
1968-69 . 108- 58 2-89 220
1969-70 . 230" 39 2964 137
1970-71 . 214°99 1639 229
1971-72 . 20699 12° 85 7° 46

8.10. The Committee enquired about the steps taken to bring
about improvement in the Promotional Sales Schemes. In a written

reply the

Management have stated as under:—

“We have mechanised the system of Deferred Payment and

Instalment Schemes by printing the necessary proforma
and distributing them to the prospective customers in
Fairs, Exhibitions etc. We have also made arrangements
with the Bankers and Regional Offices to get the docu-
ments executed without any delay. The Hire Purchase
Scheme has been withdrawn. The sales under these
schemes depend largely on the customers requirements
and also their ability to furnish the requisite Bank Gua-
rantees. We are also taking advantage of credit available
to our customers under the RBI Bill Market Scheme to
promote the sale of our machines.”

(iv) Demonstrations in Show-rooms

8.11. During the year 1970-71 the Company held special demons-
tration at their show-room, at Bombay, Calcutta, Madras and Delhi
when potential buyers were invited. The Committee enquired
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about the firm orders received as a result of such demonstrations.
In a written reply the Management have stated as follows: —

“The main results expected out of such demonstrations were
to make the quality and performance of the Company's
products known to the various machine tool using custo-
mers in those areas. This purpose has been adequately
served in as much as a number of enquiries were received
or being received after the demonstrations. These
demonstrations would continue to have a long standing
and enduring effect in the minds of prospective customers
about the quality and performance of HMT’s products
demonstrated. The sales promotional effects of such
demonstrations should not, therefore, be guaged with
reference to orders booked during the demonstrations
and it will not strictly be possible to assess the direct
result of the demonstrations in terms of orders received.
However, as a result of these special demonstrations firm
orders for supply of machine tools as detailed below were
received and the same have since been executed.

Bombay . . Rs. 12:00 lakhs (Approximat )
Calcutta . . Rs. §:00 lakhs ’»

Madras . . . . . . Re. 6: 00 lakhs »

Delhi . . . . ‘ . Rs.22-00lakhs ,,

8.12. During the year 1971-72 the Company held a demonstration
of its products at Ludhiana and Batala in Punjab. It has been stated
that the industrialists in this region were impressed by the high
quality and versatility of the Company's machine tools. They
showed keen interest in Turret Lathes, Grinders, Mini Chuckers
and Gear Shapers.

8.13. The Company also participated in the exhibition in Madras
sponsored by the Tamil Nadu Industrial Estates Association and
Federation of Small Scale Industries Associations of India.

8.14. The Company also participated in the Indian Machine Tool
Manufacturers Exhibition held in Bombay. The Company exhibited
amongst other machine tools, an ‘Electronic Digital Read Out’ on

Centre Lathe A24 at this exhibition.
(v) International Fairs and Exhibitions

8.15. In order to project a better image of HMT products in the
World Market, the Company exhibited its machine tools in the
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International Trade .Fairs and Exhibitions Year-wise detail of
e?:penditure incurred on fairs and exhibitions in which HMT parti-
cipated from 1969 to 1972 are as follows:—

I -70 . . 3
= 9:9 7 . . Rs. 1-28 lakh:
Il, 1970-71 . Rs. 6 79 lakh:
ﬂ 1971-72 . . . - Rs. 2: 19 lakhs

Orders received during the Fairs are indicated in Appendix IV.

8.16. In regard to the orders secured by the Company, the
Management have stated that “the effect of participation in the
exhibitions cannot be gauged only by the orders booked during the
exhibitions as participation in these exhibitions is also intended te
create a very high impression about the high quality of our products
in the minds of machine tool users who visit these exhibitions.”

8.17. The amount spent on export promotion tours are as
follows: —

1968-69 . . Rs. 0' 85 lakhs
1969-70 . . Rs.0-20 lakbs
1970-71 . Rs. o- 51 lakhs
1971-72 . . . Rs. 061 lakhs

8.18. Asked about the results achieved as a result of such tours
the management have stated as under:—

“We were able to assess the market potential, locate suitable
Agents, create interest in HMT Products and understand
the problems of existing agents in marketing HMT Pro-
ducts. We were also able to come to understandings
with leading firms like M|s. American Tool Works, Mar-
wins and Hermann only as a result of such export
promotion tours. Such export promotion tours were also
necessary to attend to various problems connected with
the setting up of Branch Offices at Australia, Luxem-
bourg etc. As a result of these tours HMT was able to
finalise technical co-operation Agreement with leading
firms abroad to develop products required for future.”

(vi) Export Offices

8.19. The Company has opened export offices in Melbourne for
Australia and New Zealand, in Luxembourg for Europe and New
York and Los Angeles for America.
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, 8.20. It has been stated that the Office in New York has since
been closed.

8.21. HMT was registered as a foreign company in Australia on
10th August, 1971 and the branch commenced its operation in
November, 1971. During 1971-72 the expenditure on this branch
amounted to Rs, 1.34 lakhs. The branch booked orders to the ex-
tent of over Rs. 40 lakhs during this year. The export sales done
through the branch in the region (Australia and New Zealand)
during the year amounted to Rs. 27 lakhs.

8.22. The Company has also terminated the agency agreement
with M|s. Blyth Greene Jourdain Pty. Ltd., Melbourne, Australia
and it has since started ‘Direct Selling’ of machine tools in Australia
through its own branch office with a view to improve the sales per-
formance in that country.

-~

8.23. The Management have stated that at present the Company
is operating in Europe through Agents and has sold over 400 ma-
chines to various customers in Europe. The Company’s image and
standing has become strong enough for embarking on a campaign
for direct sales in Europe. The products which the company is plann-
ing to market in Europe need various types of controls, including
numerical control, specialised accessories, tooling and attachments,
etc. With this idea, the company is planning to set up a base in
Luxembourg to receive machine tools from India and to market them
in Europe after adding the required accessories and controls (includ-

ing numercial controls) and also to tool up the machines to suit the
customer’s requirements.

8.24. The year-wise selling expenses incurred for the maintenance
of HMT’s Offices abroad are as follows:—

Year E(::ge;gn]m si’m:urrrrl
1967-68 . . . 5:92
1968-69 . . . . 7°07
1969-70 . . . 11°37
1970-71 . . 10° 94
1971-72 . 14-95

(vii) Consultancy Services

825. The Company provided consultancy service to Ceylon.
As per the agreement HMT has to render technical assistance to
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M|s. Ceylon Steel Corporation for the manufacture of the following
machines in their works.

1. Centre Lathe LB Type—Simplified Swing 340 mm admit
between Centres 700 mm and 1000 mm.

. Double ended Pedestal Grinder, Wheel dia, 250 mm.

Shaping machine, Stoke—630 mm.

. Bench Drill with single speed motor-capacity—13 mm.

. Bench Drill with two speed motor capacity—13 mm.

. Power Hacksaw, Capacity—200 mm.

. Centre Lathe, Swing—400 mm Admit between Centres—
100 mm.

. Bench Drill, Capacity—20 mm.

9. Pillar Drill, Capacity—20 mm.

10. Ram Turret Type Milling Machine, Table size 225 mm x

1000 mm,
11. Centre Lathe, Swing—500 mm. between Centres 1000 mm
and 1500 mm.

= Y= BT TR X
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For the various services rendered by HMT M]|s. Ceylon Steel
Corporation is required to pay HMT a lumpsum amounting to Rs. 5
lakhs. As a result of this Agreement HMT also finalised an Agency
Agreement with M|s. Ceylon Steel Corporation for marketing HMT
products in Ceylon. The value of exports to Ceylon upto 31-3-72 is

Rs. 63.34 lakhs.

8.26. HMT has entered into a Memorandum of Understanding
with M|s. Sigma Engineering Company in Philippines for manufac-
turing HMT LT 20 lathes (presently manufactured in HMT IV
Kalamassery). The party in Philippines are forming a separate
company by name Machine Tool Manufacturing Co., of the Philip-
pines Inc. registered with the Board of Development in Philippines.
Detailed terms and conditions have to be negotiated. If this project
materialises, HMT expect orders for HMT machines valued at
Rs. 33.5 lakhs. This will also open the doors for marketing HMT

products in Philippines.

(viii) Appointment of Agents
8.27. The list of Company’s Agents is given in Appendix V. .

The year-wise value of exports through different Agents is given
in Appendix VI
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<Commission paid to Agents are as follows:—

Mis. Ceylon Steel Corporation:

Payable on machines supplied, i.e. commission accrued.

1968-69 . . Rs. 121,056- 88
1969-70 . . . . Rs. 123,747 81
1970-71 . . . Rs. 26,480-07
1971-72 . . . Rs. 264:00

Rs. 271,548 76

Other Agents in Africa

(1) Batimbhoy Gulamali, Adis Ababa 1969-70 43199%1- 25
(2) M. Siddik, Khortum, Sudan 1970-71 . . §,201° 52
(3) H.Y. Matloub, Baghdad 1971-72 . . 757 40
(4) Blyth Greene, Jourdain, Australia 1968-69 . . . 7,9%9 ‘00

197770 . . 120,748 ‘00

8.28. Most of the Agency Agreements with Foreign Offices do
not involve any payment of commission since the export business
between HMT and these Agents is conducted on a principal to
principal basis on the basis of agreed prices.

8.29. The Committee find that while the strength of the Sales
©Organisation has increased by more than 3 times ie., from 66 in
1966 to 212 as on 31-3-1972. The value of sales has increased only
by 100 per cent i.e., from Rs. 1222.74 lakhs in 1966-67 to Rs. 2444.46
lakhs in 1971-72. The Committee are informed that the Manage-
ment are in the process of recruiting more personnel for sale of
“Tractors, Printing Presses etc.

8.30. The Committee need hardly stress that the Sales Organisa-
tion should not be unduly multiplied simply with the addition of
new products. They recommend that the cost of sales organisation
should be Commensurate with the sales turnover.

8.31. The Committee note that HMT have set up a Market Re-
search Department in order to study market trends and make de-
mand surveys. The Committee have already stressed the need for
making a thorough study about the item-wise demand for
the machine tools in the country so that the future production pro-
gramme is planned on a realistic basis. The Committee hope that
with the setting up of this Department, the demand survey with
regard to machine tools would be expedited. The Committee re-
commend that the Company/Market Research Department should
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make a special study about the requirements of the small scale sector-
as they feel that HMT has an important role to play in the growth

and in the modernisation of machinery and equipment in the small.
scale industries. ’

8.32. The Committee also note that the Company has introduced’
new techniques of marketing. The Committee hope that the ‘Total
Plant Engineering Service’ and the ‘integrated approach to the re-
quirement of machine tool customer’ will pay dividends as the
schemes intended to help the customers to purchase the right type
of machines with full guidance about the production process.

8.33 The Committee would, however, stress that in order to sus--
tain the confidence of the customers in the products of HMT the best
form of sales management especially in sale of machinery would
be in having an efficient after-sales service and providing aiready
response to the difficulties of customers in the maintenance of mac-
hinery. The Committee also suggest that the sales marketing or-
ganisation should develop a system of feed back of information to
the management regarding the types, and pattern of machine tools
needed by the customers so that the programme of production is re-

oriented to the latest market trends consistent with the needs of
customers.

8.34. The Committee also note that in order to project
a better image of HMT products, the company have held a num-
ber of demonstrations of their machine tools in the country and
have also participated in a number of International Fairs and Ex-
hibitions. The Committee however, find that in most of the Inter-
national Fairs and Exhibitions the Company could not secure
even a single order. In this connection the Management have stat-
ed that the effect of participation in the exhibition cannot be gauged
only by the orders booked during the exhibition as the participation
in these exhibitions is also intended to create a very high impres-
sion about the high quality of products in the minds of machine
tools users who visit these exhibitions. The Committee, however,
feel that the Company should be able to clearly state the end results
of such participation in monetary terms so as to justify the huge ex-
penditure incurred on such exhibitions. As far as possible the re-
sults achieved in procurement of orders should be commensurate
with the expenditure incurred by the Company on foreign tours
and on participation in exhibitions.
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(C) Agreement with M/s. R. G. Gardner Machinery Company and
M/s. Vernick Machinery Company U.S.A,

8.35. The Company entered into an agreement with M/s R. G.
Gardner, Machinery Company in April 1969 for a period of five
years. This agreement came to an end in December, 1970, as the
firm terminated the agreement in October, 1970 and the Company
in turn had to terminate the same in December, 1970 as the firm
did not fulfil a number of contractual obligations. The agreement
entered into in May, 1969 with another firm M]s. Vernick Machi-
nery Company for a period of 3 years was also terminated in Sep-
tember, 1969 as the firm gave up all lives of machine tool distribu-

tion. The final settlement in terms of the agreement, is, however,.
pending with these firms.

8.36. During evidence the Chairman, HM.T. explained the posi-
tion with regard to these two agreements as follows:—

“M/s. R. G. Gardner Machinery Co. was an agent for us
in Canada. He did fairly well in Canada and in the-
year 1968 we had no agent in America. So we extended
his agency to cover the East Coast of America. Within
one year he sold only one or two machines. I think that
too on instalment basis in America. We were not happy
with his agency and with his permission we started nego-

‘ tiating with AMTW (M|s. America Machine Tool Works)
in America who gave us an order immediately. They
said we will give the order of 400,000 dollars. Taking him

, into confidence we negotiated. It was agreed that he

- would participate with AMTW to come to certain terms.
What happened after I left is that in between them and
the AMTW they could not come to an agreed solution s
he fell out with our Agent. In the meanwhile, our nego-
tiations with these people were almost finalised but 1
did not want to enter into an agreement with AMTW un-
til I got a clearance from Gardner Co. But what Gard-
ner did was that he himself terminated our agency; so we
had no other alternative except to accept this termination
and appoint AMTW as our Agents.

In the case of Vernick Machinery Company for the West
Coast of America, he simply disbanded the agency, he did
not want to countinue. So now our agents in America are
the AMTW people.”
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8.37. Tue Committee enquired whether the agreement with M|s.
1Gardner Machinery and Co. was entered into through the Indian
.Embassy. The Chairman, HM.T. stated as under:—

“Now our Trade organisations are more effecient, I should

say. But, in the initial stage, we found that it was our job
to locate an agent. So we went to scout an agent our-
selves and in the short period of time at our disposal it
was not possible to locate a reliable agent. Then we
started having our Branch offices in some countries. We
had branch offices in Frankfurt. Melbourne and New York.
Our branch offices at New York and Frankfurt started
functioning and then, in the meanwhile Gardner himself
came. We checked up with the Embassies and with the
Banks—the banks always give references—to see whether
he is reliable and so on. After checking all this and talk-
ing personally to the man, we appointed him.”

8.38. As regards the claims and counter claims of the HMT and
-the above two firms, the management have, in a written reply, stated
:as follows:—

A U

6.

“The case is still pending in the Supreme Court of Toronto.

M/s. R.‘G. Gardner Machinery Company have claimeq as
damages from the Company $6.5 millions representing es-
timated loss of profits which they claim they have suffered
due to termination of the contract. All the calims of this
firm have been repudiated by the Company and the Com-
pany in turn has made a counter claim as per the details
given below:

(Rs. in lakhs)

Amount due to the company in respect of sale proceeds of machines
sold by M /s R.G. Gardner from out of the consighmen tstock

Damages for bench of contract 1500
Damages for negligent misrepresentation 1500
Damages for breach of trust 250

Cost of lezal action
Such further and other relief as court may deem fit

“M|s. Vernick Machinery Co., have executed promissory Notes

in favour of HMT for U. S. $11,983.81 in respect of sales
proceeds of 3 machines sold by them during the currency
of the agreement. The question of recovery of this amount

‘is being persued by our Sales office in USA.”
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8.39. The Committee find that the Company appointed M]s. R. G.
‘Gardner Machinery Co., in April, 1969 as their agents for the sale
of Company’s products in the Western Hemisphere but the same was
terminated in December, 1970 as the foreign firm did not fulfil a
number of contractual obligations’. The agreement entered into in
May, 1969 with another firm M/s. Vernick Machinery for the Wes-
tern Territory of USA was also terminated in September, 1969 as
the firm gave up all lines of machines tool distribution.

8.40. The Committee were informed that M|s. R, G. Gardner
‘Machinery Company claimed damages of the order of $ 6.5 million
from the Company representing estimated loss of profits which they
claimed they have suffered due to termination of the contract. HMT
'had also preferred counter-claim of Rs. 32.50 lakhs plus the sale
‘proceeds of machines sold by the agent, cost of legal action etc., and
the case regarding claims and counter claims is stated to be pending
in the Supreme Court of Toronto. Mis. Vernik Machinery Co., had
executed promissory notes in favour of HMT for $ 11,983.81 in res-
pect of sale proceeds of 3 machines sold by them during the cur-
rency of the agreement. The question of recovery of the amount was
‘being pursued by the Sales Office of HMT in U.S.A.

8.41. The Committee, therefore, recommend that the circumstances
in which the agreements were entered into should be thoroughly in-
vestigated and responsibility for the lapse in the process of fixing up
the agencies should be fixed. The Committee would like to be kept in-
Tormed of the settlement of the claims preferred by the Company. The
Committee also urge that Government/Company should evolve an
effective procedure for selection of and entering into agreements with
agents/foreign firms so as to avoid recurrence of such mistakes in
future. The Committee suggest that such agreements should be
finalised with the help of Indian Missions abroad only after full
knowledge about the firms concerned.

(D) Agreement with M/s. American Machine Tools Works

8.42. The Company entered into an agreement with Mis. American
Machine Tools Works in February, 1971. The American firm placed
a blanket purchase order for 304 machines valued at $ 1.475 millions
and detailed firm purchase orders for machines valued at $ 3,88.100.
The present position of orders received and despatches made in as

Tollows:—

“Orders received 109 machines valued at $549290. Orders
~ executed—77 machines valued at $ 382795. Machines
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awaiting despatch in the Port-5 machines vaiued at
$ 22925.

843. The Committee enquired whether the Company had been
able to adhere to the delivery schedules prescribed against the firm
purchase order and whether the reasons for non-receipt of further
orders have been analysed. In a written reply the management have
stated as follows:—

“We were not able to adhere to the delivery schedule as re-

quired by them for the following reasons:—

Many modifications had to be carried out on our existing

products to suit to the American Market.

Unavoidable delay in development of a new variant in case

of A24UP lathes required for their market.

Unavoidable delays in modification of tail stock and deve-

lopment of new taper turning attachment required by
them to suit the American Market.

It has, however, been stated that: “there was no cancellation

The

of orders as a result of these unavoidable delays in pro-
duction.”

Management have further stated that as per the
Agreement AMTW receives the machines from HMT
without electricals and finish painting. AMTW on their
part after receipt of the machines arrange for electricals
to be assembled test the machines, finish paint them and
then sell to their customers. Initially this took longer cycle
time to co-ordinate at their works. The testing procedure
followed in Indian and in American were slightly dit-
ferent. Certain items procured locally and supplied along
with the machines were not acceptable as per American
Practices. (For example flexible and conduits and Sheet
Metal work). AMTW had to specially procure and change
these items at their end. This resulted in unexpected de-
lays in delivery of machines by AMTW to thelr dealers and
customers. Hence introduction of HMT machines in
American Market was delayed and hence AMTW could
not release further orders for all the Variants. As a re-
sult of mutual consultations these difficulties have since
been overcome to a great extent. After release of the
first order of 76 machines AMTW have released fur-
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ther orders for 33 machines. We do not anticipate any
difficulty in getting further orders from AMTW.”

. _

8.44. The Comnmittee note that whereas the Company appoint-
ed M/s. American Machine Tool Works ag their agents for the sale
of the Company’s product in the Western Hemisphere consisting
of North, South and Central America in February, 1971 and
the American firm placed a blanket purchase order for 304 machines
‘valued at $ 1.475 millions, only 109 firm orders had been received
by HMT and out of these only 77 have been executed so far., HMT
could not adhere to the delivery schedule as many modifications had
to be carried out in the existing products. Certain items procured
locally and supplied along with the machines were not acceptable as
per American practice. The foreign firm had.to specially procure
and change these items at their end which resulted in delays in de-
livery of machines by the firm to their dealers and customers. As
the introduction of HMT machines in American Market was de-
layed, M/s. American Machine Tool Works could not release further
orders. . |

8.45. The Committee feel that complete manufacturing details and
specifications should have been settled in advance before the orders
had been accepted for execution to as to obviate the difficulties in
acceptance of the products by the customers at the time of delivery
“The Committee would also urge that once the orders are accepted
the Company should ensure timely deiivery of the machines and
honour the commitments.

(E) REVIEW OF ENQUIRIES RECEIVED

8.46. The Company maintains detailed Statistics of the enquiries
received in respect of special purpose machines and tooled up mac-
‘hines. No such detailed statistics are, however, maintained in
respect of enquiries received for standard general purpose machines.
In these cases, enquiries received are attended to by Sales Engineers
and the Divisional Sales Engineers and the Divisional Sales Offices
and Central Sales Offices. The follow up action taken by Sales
Engineers and Divisional Sales Engineers are indicated in the §ales
call reports submitted to the Central Sales Office from time to time.
‘The Company stated (March, 1971) that a computer system has now
been evolved to have an effective control over Machines (including
Fine boring machines) and Fay Automatics:

847 The Committee enquired whether the Company ?1ave Jbeen
-able to exercise an effective control over the follow up action on the
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quotations submitted by the Company for standard General Pur-
pose machines with the introduction of a Computor system. In a
written reply the management have stated as follows:—

“The categories of machines marketed by the Company are
the following:—

1. Standard General Purpose machines.
2. Special Purpose machines.
3. Tooled up machines.

In the case of Special purpose machines the customer’s enquiry
is always specific as to the requirements and hence it will
be possible to maintain the detailed statistics of such en-
quiries, quotationg and proposals submitted, etc. In the case
of standard general purpose machines, the customer’s en-
quiries broadly fall into two categories as follows:—

(i) Some of the customer’s enquiries received are specific as
to their requirements.

(ii) In a number of cases, enquiries received are quite vague
and merely call for catelogues and price lists of our pro-
ducts. Thése enquiries do not indicate the exact require-
ments. As and when such enquiries are answered the
copies of enquiries are sent to Sales Engineers/Divi-
sional Sales Managers for further follow up action.

Quotations are submitted both by Central Sales Office at
Bangalore and also by Divisional Sales Offices. Copies
of quotations submitted through Central Sales Office are
again sent to the concerned sales Engineers/Divisional
Sales Managers for further follow up action. The follow
up action taken by Sales Engineers and Divisional Sales
Managers are indicated in sales call Office from time to
time. The Divisiona] Sales Managers conduct weekly
meetings with their sales engineers to review the posi-
tion of enquiries and follow up action taken and reports
submitted to Central Sales or to be taken thereon.

Though we computerised the whole system we have found
that it would not be of any use to keep statistics of en-
quiries received which as stated earlier do not reveal the
accurate position of requirements inasmuch as many of
the enquiries are vague. We have also found by exper-
ience that maintenance of elaborate system for collecting:
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data in respect of non specific and vague enquiries may
not serve any useful “purpose. Further computerisation
has been found to be effective and useful for reviewing
the periodical follow up action taken through the sales.
calls report.

As the company has an effective system to control the follow

up action in respect of quotations submitted by the com-
pany through the sales call reports, we feel that the pur-
pose is adequately served by the present system. Further
it is also ensured that all enquiries received by the various-
offices of the company are adequately replied and followed

up.n °

The following table indicates the statistics relating to enquiries-
processed by HMT V, Hyderabad during the years 1970-71 and 1971~

T2:—-
As on 31-3-1971 As on 31-3-1972
for the year 1970-71 for the year 1971-72
SPMs (in FAY H.B. SPMs(in FAY H.B.
clusive of FBs) clusive of FBs)
1. No. of enquiries received . 28¢ 24 104 440 30 223
2. (a) Enquiries for which no
quotations were sub-
mitted as the manufac-
ture was. found un-
economical . . 21 2 40 7 ..
uotations pendi sub-
® Q gxiass(i’on pe. ng. . 12 2 5 15 9 4
i itted b
> ?;tlf;:ny submie y 252 20 99 385 -.12%14-+2%21945°*
i iting custo-
4 Quomt‘ogsecziui‘::'r‘ll ng. . 42 s 28 1621 5* - 9 45-+3°*
i d/rejected .
5 Quowdon droppedrciected e 14 64 207¢7% 212015742
. i ed as
¢ %:u:nt;?g?:s cm.lﬁm. . 41 13 7 51 8 17

NOTE : *Indicates the figures carried forward from the year 1970-71.
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The percentage of quotations confirmed as orders to the quota-
tions submitted during 1970-71 and 1971-72 is as follows:—

1970-71 1971-72

SPM 18:39, 12°8
FAY . . 65 0%  50:0%
HBs

7°1% 7°6%

The Management stated (March, 1971) as follows:—

“Even according to our collaborators, if 20 per cent of quota-
tions materialise into orders, the same should be consi-

dered as very satisfactory for the Special Purpose Mac-
hines.”

4.48. The Committee note that against 440 enquiries received in
1971-72 quotations were submitted only in respect of 385. Even out of
this only 51 orders could be confirmed. The Committee are surprised
to note that only 12.8 per cent of the quotations submitted by the
Company for special purpose machines were confirmed as orders
during 1971-72. The Committce are not satisfied with the expiana-
tions offered by the Management that “even if 20 per cent of quota-
tions materialise into orders, the same should be considered as very
satisfactory for special purpose machines”. Even on the basis of this
statement the position is unsatisfactory. The Committee therefore
recommend that the exact reasons for rejection of enquiries by cus-
tomers should be carefully analysed in depth so that the company
can take adequate steps to satisfy the customers with regard to
prices and working of the special purpose machines etc. The Com-
mittee also recommend that a complete record of orders received
should be maintained so that further information is available to the
management for taking appropriate action at the appropriate time.

8.49. In view of the idle capacity in Unit V due to low order
position, the Committee recommend that HMT should take special
steps including convassing and advertising in order to attract more
buyers. The customers should be offered special payment terms and
after sale service should be guaranteed.

850. The Committee hope that with the introduction of compu-
ter system an effective control would be exercised over the follow
up action on the quotations submitted by the Company.
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8.52. It is seen that the value of orders received by the Company
during the years 1967-68 to 1971-72 was very much below the deve-
loped capacity in the various machine tools unit of the company.
The value of pending orders was also below the developed capacity.
The drop in the order position has been attributed to the recession.

8.53. During evidence the Committee enquired about the steps
being taken to utilise optimally/fully the capacity in the different
units of HMT. The Secretary of the Ministry stated as follows:—

“So far the Government is concerned, besides thinking of new
lines of production, it has also been our effort to see that
whichever material HMT can produce is not allowed to be
imported. As a matter of fact, the application for import
of capital goods is scrutinised very strictly by us from the
point of view of indigenous manufacturers and availability
of the same with particular reference to the capability of
public sector units and in the process even if the deliveries
of the indigenous products by the local units are some-
what longer and the prices are marginally higher, we see
that indigenous availability is fully made use of and im-
ports are not allowed. So far as the Government is con-
cerned, we try our very best to ensure that the indigenous
capability is fully utilised not only of HMT but indigenous

* capability as machine sector as a whole, with particular
reference to the HMT and so far as HMT itself is concern-
ed, the steps that we have taken are to diversify the new
lines of production, to optimise the capacity, to improve
the performance of the HMT.”

G. Product-wise order position

8.54. The product-wise analysis of orders received, executed and
pending vis-a-vis closing stock for the years 1966-67 to 1969-70 indi-
cates that there was accumulation of stock with reference to the
pending orders in the case of LB Lathes, Grinders, Radial Drills,
Milling Machines (M2 and M3) Gear shapers and L—22 in Units
I & II during 1967-68 and 1968-69 and that of Milling Machine, F3|4,
M2 & M2P in Unit III during 1968-69 and 1969-70. The accumulation
of stock has been attributed to the prevalance of recession in the
engineering industries during these periods.

8.55. In the case of new products (e.g. SSA, MSA, Gear Hobbers,
Mini-Chuckers, Broaching Machines, Drim Turret Lathes), although
the pending orders were more than the nachines in stock in all the
years, it was noticed that in respect of orders received for 52 such
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machines (Mini-Chuckers, SSA, Grinders and Gear Hobbers) re-
ceived before the first half of 1969-70 and earlier and for which the
promised date of delivery also fell within 1969-70, the Company had

not executed the orders.

8.56. The Company stated (March, 1971) that the manufacture of
Special Purpose Machines and Sophisticated Machines involves more
technical and production problems than in the case of General
Purpose Machines (e.g. Lathes, Radial Drills, Milling Machines,
Grinders, etc.) and takes a longer production cycle and that most of
the orders were received only in the 3rd and 4th quarters of the
financial year and hence did not provide the required lead time for
procurement of materials and for completing production.

8.57. The product wise analysis of orders received executed and
pending vis-a-vis closing stock for the years 1970-71 and 1971-72
indicates that while there was an accumulation of stocks with
reference to pending orders in respect of established products, the
pending orders in the case of new products were, by and large, more
than the closing stock. Accumulation of stock in respect of estab-
lished products has been stated to be due to drop in order position.
The above phenomenon is indicative of the fact that, while the com-
pany was short of orders in respect of established products, there
was no dearth of orders for other products.

8.58. The Committee enquired about the steps taken to improve
the order position in respect of established products. In a written
reply the management have stated as under: —

“The company is undertaking -very possible step towards
aggressive sales promotion to book as many orders as
possible by means of participation in exhibitions, by con-
ducting demonstrations of machine tools, by improving
the after sales servicing facilities, by sale of spare parts at
showrooms, aggressive advertisement campaign, etc., by
conducting frequent sales staff orientation programmes,
etc. We have also introduced a Sales Incentive Scheme to
motivate the sales Engineers to put in more vigorous
efforts for procurement of orders. There was an improve-
ment in the order position during 1971-72. The value of
orders received upto 31-12-1972 amounts to Rs. 1394 lakhs.”

' 8.59. Ag regards the steps to improve the production performance
In respect of sophisticated machines it has heen stated that a
numper of initial production difficulties in the manufacture of the
sophisticated machines have been solved. Action has also bcen
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taken to increase the indigenous content in these machines. The
production of these high value machines, however, depends on the
demand for the same which in turn would depened on several socio-
economic conditions.”

8.60. The Committee find that there has been an accumulation of
stocks in regard to established products such as lathes, grinders,
radial drills, milling machines etc. During the years 1967-68 to 1969-
70 such an accumulation has been attributed to recession and during
1970-71 and 1971-72 it has been stated to be “due to drop in the
order position.” The Committee also note that whereas the Company
was short of orders for the established machines, they could not
execute the orders for sophisticated machines within the prescribed
dates of delivery as according to the Company the manufacture of
such machines involved more technical and production problems
then in the case of General Purpose Machines (eg. lathes, radial
drills, milling machines, etc.).

8.61. The Committee were informed that a number of initial pro-
duction difficulties in the manufacture of sophisticated machines have
now been solved and action has also been taken to increase the in-
digenous content in these machines. The Committee would also like
that the reasons as to why the Company went on manufacturing
standard machines without any orders therefor should be investi-
gated. It has also been stated that a number of steps towards sales
promotion by means of participation in exhibitions, by conducting
demonstration in showrooms, by improving the after sale servicing
facilities are now being taken in order to improve the order position
in respect of established products. The Committee hope that as a
result of such steps the orders position both in regard to established
products and sophisticated machines would improve.

H. Delay in the Execution of Orders

8.62. The age-wise details of the pending orders exclusive of
consignment orders as on 31st March, 1970 were as follows: —

(Value in lakhs of Rs.)

Year Inland Export Total
_ No. Value No. Value No. Value
i967-68 . . .. .. 0@ 6 x's_im o ~6~;
1968-69 94 180° 28 2 074 96 181-02
1969-70 88¢ 78472 201 44°18 1,086 828:90
979 965° 00 213 §1°07 1,192 1,016:07

@ Orders for these machines were subsequently cancelled by the foreign buyers.



8.63. Out of the pending orders for 1205 machines (excluding
consignment orders) at the end of March, 1970 the number of orders
not executed although the promised dates of delivery had expired,

was 293 as indicated below:—

(Rs. in lakhs)
Year of delivery Inland Orders Export Orders
No. Value No. Value
1968-69 10 11°24
1969-70 280 162 74 3

1971) as follows:—

8.64. In this connection, the Ministry have stated (December,

(a) Out of the orders for 293 machines, almost half of the

quantity related to new products.

(b) In a large manufacturing organisation catering to the

production and marketing of diversified products, it may
not alwavs be possible to adhere to the time schedule very
strictly and certain relaxations will have to be made to
take care of several unanticipated problems which may
crop up in the course of production and execution of
orders. Out of the machines due for delivery prior to 31st
March, 1970 about 180 machines were due for delivery
during the period January to March, 1870. In this case
also, bulk of the orders have been executed in the subse-
quent months of 1970-71."

8.65. The Management have now informed the Committee that all
the 293 orders mentioned above have since been executed fully.

8.68. The age-wise details of pending orders exclusive of consign-
ment orders as on 31-3-1972 were as follows:——

(value Rs. in lakhs)

——

Inland Export Total
No. Value No. Vahue No. Value
41 55°89 .. . 41 55-89
206 18387 . .. 206 183-87
891 1038-2§ 147 5146 1038 1089° 71

1138 1278-01 147 S1-46 1285  1329°47




156

8.67. Out of the pending orders (excluding consignment orders)
as on 31-3-1972, the number of orders which could not be executed
prior to 31-3-1972 although the promised delivery dates were prior to
31-3-1972 was 340 as per details indicated below:

Year Inland Export Total
No. Value No. Value No. Value
———— e e _~__.__..,.__.__,.-..(;;;_P:s._i;;;h?)__
1969-70 I 012 1 012
1970-71 18 2' 49 .. . 18 249
1971-72 320 14799 7 o-30 321 148-29
339 150° 60 1 o' 30 340 1s0°90

8.68. It has been stated that as on 1-1-1973 out of the above, 108
orders valued at Rs. 43.99 lakhs were pending execution.

It has been further stated that—

Out of the Inland orders valued at Rs. 150.60 lakhs
which could not be delivered prior to 31-3-1972 only 2
orders valued at Rs. 89,000/- related to HMT I & II units
and 45 machines valued at Rs. 21.79 lakhs related to HMT
III, Pinjore. The bulk of the machines i.e. 282 machines
valued at Rs. 127.92 lakhs related to HMT IV, Kalamassery
unit. This unit had to face the labour problems in the form
of agitations, go slow tactics and strike during 1971-72
which had seriously affected the production and delivery

schedules.

8.69. The Committee enquired whether the delivery period quoted
in respect of new products did not take into account the various
problems connected with the development and production of new
products. It has been stated that—

“While delivery dates are quoted generally after taking into
account the various factors more particularly in respect of
new products, which involved initial production difficul-
ties and also need tooling up it is not always possible to
adhere to the delivery dates very meticulously. The
customers also contribute to delays in regard to approval
of tool designs, supply of trial components, etc. The dates
will have to be modified after negotiating with customers
after these details are furnished by them.”
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8.70. During evidence the Committee enquired whether the Com-
pany kept the Government informed about the delay in the execution
of important orders and if so, the manner in which the Government
helped the Company in adhering to the delivery schedule. The
Secretary of the Ministry stated as under: —

“They sent us a report about delays in execution of orders. We
have requested the Government Directors in the Board to
review from time to time the order position and the extent
to which deliveries are kept up. Whenever any assistance
is needed from Government we extend the necessary
assistance when for reasons beyond the control of HMT,
they are not able to adhere to some orders and there are
risks of certain penalties being levied. HMT does bring
such cases to our notice. All such cases are discussed in
the Board from time to time.”

8.71. Asked whether the Ministry got any report from the Under-
takings from time to time, it was stated: —

“There are quarterly reports. If there are any problems in
regard to labour, availability of raw material etc. a detail-
ed report does come . But individual orders and their
position, the Board reviews these matters in each of their
meetings.”

I. Cancellation of Orders

8.72. The table below indicates the details of the orders cancelled
together with their value during 1966-67 to 1971-72: —

(Rs. in lakhs)

Units I & 11 Unit III Unit IV Unit V Total
No. No. No. No. No. Value
1966-67_ 7 4 13 .. 24 1181
1967-68 146 54 st s 306 318-04
1968-69 . 54 29 8 9t 50°97
1969-70 47 27 14 - 88 35°42
1970-71 . 139 21 42 3 208 15554
1971-72 . . 139 22 39 Nil 200 114°$83

532 157 167 s8 914  686-31
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8.73. It will be seen that the wvalue of orders cancelled during
1967-68 was the highest. The cancellation of crders has been attri-
buted by the Company to the followings—

(a) Change in customer’s requirement subsequent to placement
of the orders (Rs. 235 lakhs).

(b) Financial difficulties faced by the customers (Rs. 102.57
lakhs).

(c) Difficulties experienced by the customers in getting the
Projects sanctioned from Government (Rs. 101.84 lakhs).

(d) Cancellation of letters of intent earlier booked as orders
but later on removed as orders could not materialise for
several reasons (Rs. 194.18 lakhs).

(e) Delay in delivery of machines (Rs. 52.72 lakhs).

8.74. During evidence the Committee enquired about tke reasons
for such abnormal cancellation of orders. The Chairman, HMT
stated that during the recession period there was no money and the
customer’s cancelled orders. It was a little abnormal cancellation.

8.75. The Committee pointed out that the value of orders cancel-
led due to delay in delivery of machines in 1970-71 and 1971-72
aggregated to Rs. 40.65 lakhs as against Rs. 12.07 lakhs during the
years 1966-67 to 1969-70. It was stated that “This is mostly in very
small scale sector. These are for standard machines and not for
special purpose machines. We aceepted the cancellations becaus: we
were late in supplying those machines. These mahines ean always
be supplied to some other customer.”

8.76. The Committee desired to know the financial implications of
the cancellatien of orders and enquired whether there was any
penalty|damages clause for cancelling the orders by the customers
subsequently. In a written reply the Company have stated as
follows: —

“In any business erganisation it is not always possible nor
practicable to expect tHat every order booked will be
ultimately executed. Cancellation of orders, therefore, is
inevitable in any business organisation. In respect of
standard general purpose machines, which are manufac-
tured to standard designs of the company and net to suit
any particular customer requirement, the machines can
always be reallotted from one customer to anether and
henee cancellation will not have any financial implica-
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tion. The company also receives advances against orders
without involving any interest liability. In view of
these factors and also in view of the necessity to maintain
good customer relationship which is of permanent im-
portance for running the business organisation like ours,
the question of any financial liability on the part of the
customer does not arise in such cases. However, where
cancellation of orders involves machines built specifically
for customer requirement the company usually forfeits
the advance received against the order. In this connection
we would also like to further clarify that each and every
case of cancellation is examined in detajl on its merits and
decision is taken only after such detailed examination.”

8.77. The Committee find that out of the pending orders for 1285
machines (excluding consignment orders) as at the end of
March, 1972, 340 orders could not be executed although the pro-
mised delivery dates had expired. As on Ist January 1973, 106 orders
valued at Rs. 43.99 lakhs were still pending execution. The Commit-
tee also find that orders worth Rs. 52.72 lakhs were cancelled as the
Company could not supply the machines on the due date of delivery.

8.78. The delay in the execution of orders in respect of new pro-
ducts was stated to be mainly due to the initial production difficul-
ties.

The Committee need hardly stress that the delay in the execution
of orders acts as an inhibiting factor in securing further orders as
well as in the cancellation of orders already secured. They recom-
mend that effective steps should be taken by the Company to ensure
that the delivery dates are adhered to.

8.79. The Committee note that during 1966-67 to 1971-72 orders
worth Rs. 686.31 lakhs were cancelled. Besides delay in the delivery
of machines, the orders were cancelled due to change in customer’s
requirement subsequent to placement of orders, financial difficulties
faced by the customer, difficulties experienced by the customers in
getting the projects sanctioned from Government, cancellation of
letters of intent earlier booked as orders but later on removed as
orders could not materialise for several reasons. The Committee feel
that many of the problems quoted above could however solved if the
Government/Management had taken suitable steps at the appropriate
time. Financial difficulties faced by customers due to delay in getting
loans or difficulties experienced by the customers in getting the pro-
jects sanctioned from Government can be solved by the Ministries
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concerned. The Committee recommend that appropriate steps to
help the customers to lift the machines should be taken as soon as
such difficulties come to the notice of Government/Management.

J. Machines in Stock

8.80. Against orders pending for 1,271 machines (excluding con-
signment orders) as on 31-3-1972 the company held in stock 1,075
machines valued at Rs. 644,00 lakhs as per details given below:—

Particulars No. Value
(Rs. lakhs)
Machines in Showrooms & exhibitions 20 10° 00
Machines on consignment stock abroad 28¢ 11§°00
Machines allotted and reserved . 337 27400
Machines without orders . . 433 245°00
1075 644° 00

8.81. During evidence the Committee enquired as to the reasons
for so much stock of machines lying with the company. The Chair-
man, HM.T. stated—

“My stock can be split up into stocks held abroad and stock in
India. I have to keep abroad stock worth Rs. 1-1|2 crores
because when an order is received from abroad, I will not
get enough time to despatch it from here. Then, we are
facing a peculiar situation where the customer refuses to
lift the machines even though he has placed the order. I
have got a customer for whom I am holding machines
worth Rs. 40 lakhs for the last one year.”

8.52. He added that “HMT has been asked to do the job of supply-
ing machinery to the major parties in the private sector. I supply
very sophisticated automobile and tractor machines to the private
sector. They have got their own difficulties in receiving finance.”

8.83. The Committee enquired whether the programme of manu-
facture was also undertaken by the company to bring down under-
utilisation cost in anticipation of orders. In a written reply it has
been stated that—

“The bulk of machines carried in stock without orders relate
to products manufactured in HMT III, i.e. 194 machines
valued at Rs. 125.00 lakhs. The accumulation of stock in
this unit is partly accounted for by the fact that under-
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taking production of machines to optimise the available
capacity to the extent practicable.”

8.84. In a written reply the Management have stated that the
value of machines which could not be lifted by customers due to
financial difficulty was as follows: —

(Bg in lakhs) ]

HMT 11I HMTV " HMT 1&I1
No. Value No. Value No. Value
1969-70 4 265§ .. .. 57 40 40
1970-71 9 4160
1971-72 2 8- s0 2 7°00
1972-73 . .. 26 49° 00

4 265 37 99° 10 S9 47- 40

8.85. The major customers are:—

1. M|s. K. S. Diessels, Bombay.

2. M|s. Escorts, Delhi.

3. M|s. Primier Automobiles, Bombay.
4. M|s. Bharat Fritzerner, Bangalore
5 M
6
7
8
9

s. Bimetal Bearings, Madras.
s. Ashok Paper Mills, Shillong.

s. Kirlosker Qil Engines, Poona.

. M
.M
. NSIC, Delhi.
. M|s. Fuel Injection, Bombay.
10. M|s. Mahabir Imports & Exports,
11. Mls. Divgi Metal Works.
12. M|s. Sound Zwarad, Gwalior.

8.86. During evidence the Secretary of the Ministry explained
that in case of certain special purpose machines though the advance
was paid by the customers but the machines were not lifted because
the customers could not finalise their arrangements with the financial
institutions with regard to the credits on the basis of which they could
lift the machines. The Committee suggested that there should be a
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penalty clause for parties like Mahindra & Mahindra, Birla concern
etc. The Secretary to the Ministry stated as follows: —

“In some cases where the financial position of a customer has
deteriorated he has even allowed the advance to be forfeit-
ed rather than trying to find the money to take delivery
of the goods ordered. So far as the general purpose
tools are concerned, one can find alternative customers be-
cause these are machines used for general purpose. When
the initial customer does not take machines ordered it does
pose a problem. Of course, we have discussed this with
the HMT whether penalty for failure of taking delivery
could not be made stiffer, but this is a matter of customer-
supplier relationship and HMT has been feeling that if
they take too stiff a line, it may create problems for them
in booking fresh orders. Where HMT is the only manu-
facturer in a particular line they can insist on stiff penal-
ties for not lifting the goods ordered. But where there is
more than one supplier, especially in regard to tractors,
there is an obvious reluctance on the part of the HMT to
take a stiff line in this regard. The effort has always been
to persuade and try to sell the goods as far as possible.”

8.87. The Committee are surprised to note that as on 31st March,
1972 the Company had in stock 1075 machines valued at Rs. 644 lakhs.
Out of these 433 machines valued at Rs. 245 lakhs were without or-
ders. It has been stated that 194 machines valued at Rs. 125 lakhs
were manufactured in Unit III merely to utilise the ille capacity in
that Unit. One hundred machines valued at Rs. 411.50 lalihs were not
lifted by the customers during 1969-70 to 1971-72 due to financial di-
fliculties. Among these customers mentioned by the management are
the reputed firms with sound financial position, The Committee fail
to understand as to how the Company could not evolve a rational ma-
chinery for guarantee of payment from such cnstomers. The Com-
mittee would like that the manufacture of 433 machines without a
firm order for them should be investigated as the machines remain-
ing unsold only block the Capital. ..

8.88. The Committec recommend that effective procedure should
be evolved for ensuring prompt payment by sustomers who have
placed firm orders. The question of imposition of penalty should be
considered in the light of past experience. The Committee also. re-
commend that the orders for the machines which were manufactured
in anticipation of orders should be secured without delay so that un-
due accumulation of stock is avoided.
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K. Sales Performance

» 8.89. The sales budgets are framed on the basis of the sales fore-
cast made by the Company. The table below compares the actual
sales unit-wise with the budgeted sales during the years 1966-67 to
1971-72: —

(Rs. in lakhs)
Particulars Unit Unit Unit Unit otal
I&II 11T v \%
g ¢ 2 3 4 5 6
1966—67
Original budget . . 96395 353:00 322'00 160:00 1,798°'9§
Revired budget - . 75462 14564 269° 00 66-71 1,235'97
Actuals - . . 726° 04 136- 68 305 45 $4:S7 1,222°74
Excess/Shortfall over .
revised budget . © (—)28-58 (—)8:96 (+)36'45 (—)12'14 (=)13-23
1967~—68
Original budget . . 717-78 39165 241°00 200°'00 I,550°43
Revised budget + + ~ +  §13:00  227°00  231°00  23I'17 [1,202°17

Actwals . . . 5§15:33 236° 53 212°22 219°34 1,183:42

Excess/Shortfall over

revised budget . © (+)2:33 (+)9°853 (—)18-78 (—)r1-83 (—18-7§
1968-69

Original budget . 635° 00 225-00 251°00 182:'00 1,293'0

Revised Budget - 619°00 231'50 18200 17844 1,210°94

Actuals - . . . 568-87  250°§7 196°97 175°27 1,191 68

Excess /shortfall over revised

budssbe/t . ’ © (—)s0°13 (+)19:°07 (1)14°97 (=) 317 (—)19°26
1969—70

Original budget . 760° 00 352:00 283-00 24700 1,642°00

Revised budget * . . 62500 243°00 198:00 140°36 1,206 38

Actuals 64635 258-76 207°46 151°26 1,263 83

revised .
Egﬁﬂ:m“ﬁuom (+)21°38 (F)15:76  (+)9-46 (+)10°88 (+)57'45
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1 2 3 4 s 6
1970-71
Original budget 1,000° 00 371-00 337:00 398:97 2,106°97
Revised budget 770 00 28674 234°00 283:31 1,§74'0%
Actual 718:92 35428 28313 277-05 1,603-38
Excess/shortfall over revised
budget (—)s1-08 (+)67°54 (+)19-13 (—)6-26 (+)29-33
1971-72
Original budget 107220 §25°00 2:6°70 478-16  2,372- 86
Revised budget 95100 593" 25 301-06 594:12  2,439° 37
Actual 972-02 64922 22711 §96- 11 2,444 46
Excess/shortfall over revised
budget (#2102 (1+)85°97 (—)73:89 (1)1°99 (+)s5.09
NOTE : (=) Shortfall Actual sales rcprcseht sale of mechines and accessories .
(-1 ) Excess (including expotts), sundry jobs and misccllaneous

sales but exclude packing cases and transfer to plants.

8.90. The figures under HMT I & II, Bangalore include sale of Die

Casting & Plastic Injection Moulding machines during 1971-72. The

figures relating to HMT III, Pinjore include sale of Tractors for the

year 1971-72. The figures relating to HMT V, Hyderabad are inclu-
sive of sale of presses for the years 1370-71 and 1971-72.

891. It is seen that, although the accual sales, by and large, con-
formed to the revised estimates, these have ‘heen generally lower
than the original estimates except in respect of Unit V for 1967-68 and
Unit III for 1968-69. The Management stated (March, 1971 that the
sales budgets had to be revised keeping in view the order position
and other relevant factors. It may be mentioned that shortfall in
actual sales with reference to original =stimates in 1968-69 and 1969-
70 was also partially due to non-mate-ialisation of export targets.

8.92. The Company stated (December, 1971) that shortfall in
actual sales with reference to original cstimates was also owing to
the fact that the Company at the beginning of the financial year has
to make somewhat enhanced sales budget to fix the targets for the
sales field staff.

8.93. The actual sales in 1970-71 were also less than the original
budgets in all the Units. In 1971-72 actual sales were less than the
original budgets in. respect of Units I, II and IV and higher than
the original budgets in respect of Unit III and V. The shortfall in
sales has been attributed to:—

(a) Drop in order position for milling machines, turret lathes
and H. Family machines, minichucker Single Spindle
Automatics.
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(b) Delay in the receipt of essential components for Gear
Hobbers, Multispindle, Automatics, Drillings and Bearing
Machines,

(c¢) Go slow tactics of the labour in Unit IV.

8.94. The Committee enquired whether the sales budget were not
prepared taking into account of the order position and other relevant
factors. In a written reply the Management have stated as under: —

“The sales budgets are generally formulated after taking into
account the projected sales forecast for the year. It is,
therefore, not always possible to adhere to the original
sales budget and it is necessary to revise the sales budget
also as in the case of other budgets depending on market
conditions, demand position, etc. Some of the other
reasons which necessitate revision are ag follows:—

(i) delay in receipt of orders which does not provide ade-
quate production cycle time.

(ii) delay in execution of new|expansion schemes by pros-
pective customers.

(iii) Cancellation of new|expansion projects, etc.
L. Export Performance

8.95. The export performance of the Company with reference to
the budgetary estimates for the last six years is i-dicated below:—

(Rs. i1 lakhs)
Yesr Estimates Revised  Actusls Shortfall Percentage
Original with refer- of short-

ence to  fall with®
origmnl reference
estimates  to origi-

nal esti-
mates
1966-67 3129
1967-68 11°4§
1968-69  * 110°00 7074 46- 65 6338 £7-6
1069-70 180- 07 £7:00 1738 02:72 S1°§
yc70-71 0 217-59 10171 3 60 1007 st

1971-72 134:26 96 33 106:33 27.92 21
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8.86. As regards the shortfall in export targets, the Management
stated (March, 1971) as follows:—

(i) Penetration into the export market where the company’s
products have to face severe competition is not an easy
task and involves pains-taking and strenuous efforts spread
over a period of years,

(ii) The customer’s requirements of machine tools in the world
market are of varied type with vital technical changes
necessary to be built in to make our machines acceptable.

(iii) Existence of competition in the world market from estab-
lished manufacturers.

8.97. It has further been stated (December, 1971) that the efforts
of the Company’s sales offices abroad in locating suitable agents

were not very successful in America till the appointment of a firm
in February, 1971.

8.98. The shortfall in export performance during 1970-71 and
1971-72 has been attributed due to the following reasons:— .

(i) General recessionary trend in the world market and that
too especially in Australia and Newzealand.

(ii) In view of the unexpected Indo-Pakistan war, a ban was
imposed on export of machine tools from India. We had to
take immediate measures to divert some of the machine
tools planned for export to inland customers and also took
measures to go slow in production of export machines so
that the stocks in the factories did not unnecessarily
increase.

(iii) Though the war with Pakistan lasted for only 2 weeks,
‘machines could not be shipped for 2 months due to:—

(a) No regular sailings:
(b) Heavy insurance rate for War and SRCC Risks.

(¢) lmposition of additional surcharge on ocean freight.
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M. Customer Composition

8.99. The table below indicates the customer composition of the
Company during the year 1966-67 to 1971-72.

. (Rs. in lakhs)
Name of the Unit/Year Govt.  Private Total
Parties parties
including and exports

Public Sec-

tor under-

takings

1 2 3 4
Units I & 11y

1966-67  * . . . . . . 456-97  281-75  738-72
1967-68 - . . . . . . 372°49  149'86  528-38
1968-69  ° . . . . . . 198-29  376'59 57488
1969-70  ° . . . . : . 138-82  518-55  657-37
1970-71  * . . . . . . 227°58  499'93  727°S1
-197!-72 . . . .. . . . 385. 17 601.83 987.00

1779:'32  2428-S1  4207-83

Unit 11T
1966=67 * . . . - . . 96-18 $4'93 IS1- 11
1967-68 * . . . - . . 169+ 62 69:98 23960
1968-69  ° . . . . . . 86°90 165- 5§ 252° 45
1969-70  * . . . - . . 90° 11 173-30 263- 41
1970-71 * . . T . . 144'89  215°1§  360°04
1971-72 ¢ . . . . . 38352 27689 660° 41
971°22 955-80 1927°02

£Lnit IV
1966-67 . . . . . © 22548 86:10  311°58
'1967-68 . . B L. . S e . 173 1§ 41°54 214- 69
1968-69 g ¢+ ¢ 13936 59°95 199731
1969-70 . . . . . 87-84 12674 i 214° S0
1970-71 . . . 15105 187-94 258:99
1971-72 . . . . . . 126°34 112 10 ’ 238-44

903-22 $34°37 1437°59

504 LS—12.
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1 2 3 4
Unit V
1966-67 . : . : 0°59 5468 5527
1967-68 . . 149 24 70°58 219 82
196869 . 112- 87 6315 176-02
1969-70 . : : 74°91 81-86  156-77
1970-71 146°54  143°36  289-90
1971-72 : * 42714 171°23 598-37

9I1I'29 $84-86 1496-15

8.100. The Committee pointed out that the value of sales from
Government parties including public sector wundertakings went
down during 1969-70 under Units I & II, IV and V and during 1968-
69 and 1969-70 under Unit III. They enquired about the special
reasons for the same. In a written reply the management stated as
follows:— -

“Relatively higher percentage of sales to the Government
parties including Public Sector Undertakings during the
period 1967-68 and 1968-69 in HMT I and II, HMT IV
and HMT V is attributable mainly to the execution of
bulk orders from defence organisations BEML for Single
Spindle automatics, Multi Spindle automatics, Copying
lathes, Fay Automatics and Horizontal boring machines.
The drop in the order position from the Government
parties including the Public Sector Undertakings is
attributable to the Industrial recession and consequential
delay and/or postponement of expansion/new projects in
the Government sector. The position of sales to Gov-
ernment parties including public sector undertakings
during 1970-71 and 1971-72 has generally shown an up-
ward improvement.”

8.101. The Committee find that throughout the past years (ex-
cept in respect of Unit V for 1967-68 and 1971-72 and Unit III for
1968-69 and 1971-72) the actual sales were far less than the budget
fr. med by the Company on the basis of the sales forecast. In Units
N and V the sales performance was not even 50 per cent in 1966-
67 of the sale budgets- It has been stated that the Sales budgets
hai to be revised keeping in view the order position and other:
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relevant factors. It has also been stated that the shortfall
in actual sales with reference to original estimates was also owing
to the fact that the Company at the beginning of the financial year
had to make somewhat enhanced sale budgets to fix the targets
for the sales field staff. .

8.102. The Committee are not convinced with the argument put
forward by the Management with regard to fixing the sale budgets
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