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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. 

4. The Committee on Public Undertakings considered and 
finalised the Report at their sitting held on the 23rd AprU, 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 tliem by the Comptroller and Auditor 
General of India in connection with the examination of the 
Hindustan Machine Tools Ltd. 

NEW DELHI; 
April 27. 1973. 
Vaisakha 7, 1895 (S). 

AMRlT NAHATA, 
Chairman, 

Committee on Public Undertakings. 

(ix) 



I 

INTRODUCTORY 

A. Historical Background 

.1.1. Till the attainment of independence by the country, no 
senous efforts were made for the establi&hment 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 Mis 
Oerlikons in March, 1949. According to this agreement the fOn!1gn 
firm agreed. to render all technical assistance in the matter of erec-
tion of the factory, training of Indian personnel 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 tint 
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 7th 
February, 1953 with an authorised capital of Rs. 12 crore&. 

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 La&.~ only .. 
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. 1.5. The production in the HMT factory at Bangalore commenced 
m 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 
lUlpe<:ts, four types of machines were allotted to HirtdustartMachine 
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., Mis Fritz-
werner (1.1.1957-Milling Machines), Mis. Herman Kolb (9.6.1958-
Radial Drills), Mis. BatingnoUes (2.1.1959 General Purpose Central 
Lathes) and Mis OliV'etti (7.10.1959-Cylindrical Grinders). The 
production of Milling Machines,' Radfal Drills, General Purpose 
Central 'Lathes and Grinding Machirtes 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-
sifted production 'M:!re also made with the approval of the Gov-
ernment of India from time to time. 

, 1.8. The Company launched on expansion &boeme in January, 
1960, on the basis of 'a new factcrty every year' programme -and set 
up four machines tool factorieseaeh 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 and 
commission~ by December, 1965. TheComm.ercial 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 

I&I1 

Name oj' the products 

Lathes, LB Lathes, Turret Lathes, L-45 Lathes, Grinders 
(G9) Surface Grinders, Cylindrical. Grinders, Radial 

'Dri11~, Shigle Spihdle Automatics, Multi Spindle Auto-
matics Milling Machines (M2, M3), Gear Shapers, Gea!r 
Hobb~ Electricity Controlled Mining Machines ,~E2), 
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Special Purpose Machines, Mini Chuckers, Carbide 
Lapping Machines" (GT20), Column Drilling Machines 
(COM) 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 EMIEMI3), Milling Machines (type M2, M2EP, FN2) 
FN2) , Broaching Machines, Gear Tester and Universal 
Milling Machine (UMS). 

IV Lathes H-22J26, 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 Technica) collaboration agreement entered into by the 
Government of India with Mis. Citizen Watch Company Limited of 
Japan in March, 19'60 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 
expansi-on of the existing factory to produce 2 lakh aut<>matic 
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 Heavy 
Machine Tools Plant, a part of the Heavy Engineering Corporation 

. complex at Ranchi and the other is the Praga Machine Tools Factory 
in Hyderabad which is now under the administrative control of ~ 
Ministry of Defence Production. 



C. Private Firms 

1.14. The main private firms that are manufacturing machine 
tools in the country are:-

1. Mis. Mysore Kirloskar Ltd., Harihar, Mysore State. 
2. Mis. Cooper Engineering Ltd., Poona. 
3. Mis. Tata Engineering and Locomotive Co. Ltd., Poona. 
4. Mis. Traub India Ltd., Poona. 
5. Mis. Bharat Fritz Werner Ltd., Bangalore. 
6. Mis. Ex-Cell-O India Ltd., Bombay. 
7. Mis. God~ej & 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 T~en 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. 
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REVIEW OF THE WORKING OF HMT UPTO 1960 

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 fiive year 
plan whereas the requirement .::tf machine tools was estimated to 
rise ten times during the next decade. 

2.2. Government of India entered into an interim agreement 
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. 

I. (a) High Speed Lathes 

(b) Shaping Machines 

(c) Heavy Duty Drilling Machines 

(d) Milling Machines 

(e) Planning Machines 

(f) Grinding Machines 

II. Central Foundry 

III. Ban Bearing Factory 

IV. Gear Cutting Factory 

V. Apprentice Training School & Workshop. 

1200 per year 

600 " " 
120 " " 

" " 
240 " " 

600 " " 

2 .. 3. Owing to financial s'tringency 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 T~ls 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. ProductionJ in HMT commenced in October. 

5 



1955 with the manufa,cturing of H22 lathes out of imported compo-
nents. 

2.5. Dw:ing evidence the Committee enquired about the jtisti~ 
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 f1f 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." 

2.7. The Committee pointled out ta'lat various items including 
ball bearings were sought to be manufactured by HMT under the 
original agreement with Moessrs. 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 tlurt "With regard to ball bearings, the scope 
.of set~ 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 pri'Ol'ity 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 painted 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 Gavernment 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, 1Ihe produ.ctipn IProgramme In.olu.ded in 
the 'Heads of the Agreement was drastically modified by reducing 
the production programme in the first and second stages and by 
umitting 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,,1'1. The EStimates Committee expressed their concern over the 
possible overlapping in the manufacture of the various types of 
lathes etc., 1>oth by the public and private sectors. They felt that 
HMT should work as a complementary unit to the existing fac-
tories, and a C'CIOrdinated 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 
S04LS-2. 
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up doubts and uncertainties that prevailed by: a olear 8tateme~ 
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 C<munittee made an assess-
ment of the country's requirements of machine tools in different 
categories and h::oommended a programme of the manufacture for 
the existing machine tools manufacturing units bath in the public-
and private sectors. 

C. Increasing the scope of the project 

2.13. It became evident that with a capital investment of Rs. ~ 
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 
1956157 to diversify production, as well as to increase it to about 
21 times the original target. 

2.14. Under the recommendation of Machine Tools Committee 
appointed by the Go'Vernment of India in 1956 to consider the pro-
blem of the development of the machine tool industry in all its 
aspec1B, four types of machines w.ere allotted 'to Hindusum 
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. Fritzwemer (1-1-1957-Milling Machines), Messrs. 
Herman Kolb (9-6-1959-Radial Drills), Messrs. BatingnoUes (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 1957-58; 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, 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 shift working). 
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2.16. The production of standard Machine Tools in HMT com-
mencing from 1956-57 to 1960-61 is shown beloW':-

Year Nos. Value (Rs. in lakha) 

1956-57 135 50 

1957-58 402 ISS 

19S8-S9 552 200 

19S9-60 702 224 

1002 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 direr.-
tion and supervision of production at the factx>ry for 20 years from 
the date of commencement 'af 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 coosidration of the transfer of the licence :p1E!'Cessary 
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 a,nd 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 <:If 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 O'f suitable technical personnel from abroad, 1x> assist in pro-
curing advance training for the Indian supervisory staff in Europe, 
etc. etc., 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 Band 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 MIs. 
OerUkons 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 ~ an 100 per .cent 
Indian venture. Again certain difficultIes were ~xpene~c
ed in aiversification of machine tools production whIch 
was not a part of the Oerlikons production. There 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 Mis. 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 Mis. Oerlikons Machine Tools Works, they sub-
sequently Clecided to limit the scope of Project and the investment 
to altout 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 ~ntered 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 divellSily the production 
and take up in collaboration with the European Machine Tool 
Manufacturers production of Qlost 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· 
iect Government should have made a thorough and detailed study 
about the requirements of the difterent types of machine tools in 
the country and specifically earmarked roles to be played .y the 
public and private sectors in the field. 

2.216. The Committee cannot also appreciate the undue haste In 
entering into an agreement with Mis. Oerlikons without. proper 
examinatlou in depth of the various impUcations of the terms 01 
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their agreement. It was only later that Government realised their 
earlier mistake in giving Mis. 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. 



m 
DEMAND PROJECTIONS AND CRErATION 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 ~!lpacity of 1000 
standard machine tools and accessories valued at Rs. :) c;:rores per 
annum on mUltiple shift basis (three shifts working). 

3.2. It was estimated by the Company in January, 1960 that iii(> 
demand of the machine tools in the country was of the order ot 
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. Ac::ordingly, 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 

1961 

1962 

1963 

1964 

1965 

Annual Demand 
. ------------- -----

11 

Rs. 

24' 3 Crores 

33'2 " 

38-8 " 

45'3 .. 

TOTAL 170' 00 Groin 
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3.4. The total actual requirement of machine toolS was however,.. 
as under:-

Year 

1961 

1963 

1963 

1964 

1965 

Actu.lreq~ent 

TOTAL 

Rs. 

31' 55 Crores: 

36'45 " 
48 ' 29' J. 

55" 43 JJ 

60' 42' " 

232' 14 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 H.M.T. and that of Praga Tools, Hyderabad. 
In addition, a new heavy machine tools plant near Ranchi waif 
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 fo110ws:-

C'It shall be noted that no realistic item-wise break-up of the 
demand in the Third and Fo~th Five, Year Plans was 
possible. In the Third Plan, however, an indicative pattern-
of item-wise demand was given. 



.... . ''''~ 15 

The estimate of demand which was worked out by the Manage_ 
nlent 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 maike 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 detennine 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 (1954-55) 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' .'.'.' .. 
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-to the planning commission, we ga'\Te 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 reaIiable 
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 
recommeniation made lty 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'. 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 c1illerent types of machine tools in the eoUDtry 
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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 BMT 

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:-

---.----
Name of the Unit Capacity Da te of approval by the 

(Rs. in crores) Board fo Directors 

I & II 7'2 12.1.1960 

III 3'5 27.9.1961 

IV 3'5 18.2.1963 

V 3'5 22.2.1964 

17'7 

3.17. The installed capacity for machine tools as collected by the 
DGTD in 1968 and the aqditional capacity which would be created 
with minimum balancing plan and equipment during the Fourth 
Five Year Plan was as under:-

Private Sector Approx. 

Public Sector HMT 

--------
Existing Capacity With balancing Equipment 

No. Valuc No. Value 
(Rs. Cr_'':''') ____ ._ (Rs. ~!.) _ 

2 3 4 5 

28'00 
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Heavy Machine Tool. 

Praga 

Grand Total 

lolew Unita 
H.M. T="". V""e-no-,io;""n-

Machine Tool Corporation of India 
(Ajmer), . . . • 

18 

2. 

2.50 

250 

5,500 

19>400 

3 

12'00 250 12.'00 

1'00 250 1'00 

38'00 5,500 38'00 

61'00 21,000 66'00 

Already 
committed 

5'00 

5'00 

76'00 

3.18. The existing position of installed capacity as given in the 
Report of tne Working Group for Machine Tools for the Fifth Five 
Year Plan is as follows:-

Existing Capacity 
(Rs. Crores) 

Under implementation ~ 
(Rs. Crores) 

Public Sector 
HMT 25 HMTVenon 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 



19 

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 sall\e production 
targets." 

3.22. The present capacitY 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 1969-70 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 crores and at another place as Rs. 7.2 
crares. 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, Bangalo.re 
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 eft1ciency of 
87 per cent. It was in this background or overall per-
formance and overall effic:ency 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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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 
programme, 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 

1965-66 

1966-67 

1 96j-68 

1968-69 

1969-70 

---_ .. _---------
Inefficiency % offffi-

ciency 

1 '27 78'74 

1'36 73'53 

1'58 63'29 

1'60 62' IS 

I • 51 66'22 

I' 3 76'92 

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 et::. We, 
therefore, hold the view that the developed capacity as calculated 
by the company would represent a more realistic consistent and 
uniform basis for compariso~ of achievements from year to year. 



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 theon'tical 

.developed capacity of each Unit as follows:-

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

lUnits I & II 

1966~7 

1967-68 

J968~9 

1969-70 

1970-71 

J97[-72 

Unit III, Pinjore 

J966~7 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

:Unit IV, Kalamassery 

J966-67 
1967-68 

J968~9 

(Rs. in lakhs) 

Dewloped Capacity 

At 1·3 
ineffi-
ciency 

At actual 
ineffi-
ciency 

2 3 

680 650 

690 570 

700 570 

700 610 

7S0 7So 

900 927 

340 250 

380 320 

400 350 

410 370 

420 400 

421 41S 

370 310 
390 290 

400 280 



1969-70 

1970-71 

1971-72 
Unit V, Hyjerabad 

1966-67 

196,-68 .' 

1968-69 

~969-70 

1970-71 

23 

~u".'" 

2 3 

400 

420 

454 

330 

325 

340 

350 

343 

280 

'" ,190 

225 

245 

260 

318 

No:c-Tn U1it V th~ statistics w!re c():npiled 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:-

'{i) 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. 

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

. (iii) Inefficiency factor being taken at 1.3. 
(iv) 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. 

3.29. In this connection, the Company has also contended thRt 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 v'~riftcation the Management has stated as follow,;-
'In arriving at the develope:i capacity for the year 1970-71 and 1971-

72 also, the exemption men tioned in para 3.28 hold good'. 
5'04 LS-3 
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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 
cen1 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 Chajrman, 
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 tools 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 compari!'lon 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 chauging demand pattettl fOr mat!hine tools 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 wbrk 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. Sometlm~ 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 vastly 
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. 5 
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. 
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When we started the factory in 1954 our workers' efficiency 

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,.c~'Q.ge often the components oLmaterials, etc. 
and to that degree our efficiency goes down. 

We 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 plenned 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, tonna.!Ze. 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 engine.ering items, the 
weight varying from H tonnes to 20 tonnes, I think it is 
an inherent disadvantage of the machine manufacture1"S. 
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 scientiflc way is 
in terms of the actual machine capacity thet 1s 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 docs not give a 
physical impact or money value but for the company pur-
pose they are accounting in that manner." 

3.M. The Committee are' surprised to find that tbe Report of 
working group for Machine Tools for the Four1h Five Year Plan, 
and the draft Report of the Working Group for the Fifth Plan men-
tioned the installed capacity of HMT as Ks. 25 crores when actually 
tbt' Board of Directors had indicated the instal1ed c!lJ}llcity of all 
the five units at Ks. 17.7 crores on a two shift basis. The Commit-
tee need hardly point out that when the Units ,Qf HMT are actually 
working on two shifts, the mentioning of the installerl Cll,Hlcity ent-
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 
machille tool industry in the country. 

3.35. The Committee further Dote that wheNaB the va1ue of pro-
duction at the existing installed ca~ity ill the privRt.e ~ector was 
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mentioned as Rs. 23 crores in the Fourth Plan documeu~. in the 
draft Report fortbe machine tools for the Fifth Five Year Plan, 
the same is mentioned as Rs. 31 crores. The existing installed capa-
city in the public sector in the Fifth Plan document remaius almost 
the same as q~oted 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. 

:t36. The Committee also find that the installed capacity of J:lMT 
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 capltcity, 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 introductioll of three full 
shifts was considered uneconomical. On the hasis of production of 
as. 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 CommiUee have now been informed that the capacity 
of HMT I & II Ullits on two shift working is "only Rs. 7.2 crores as 
it was not possible to achieve a production of Rs. 10 crores due to the 
app~l!lrance of recession and consequential low demand for modern 
tool~, productioQ of more and more sophisticated prodncts in the di-
versified production programme, persistent labour problems, etc. The 
Committee feel that installed capacity in terms of ortimum utilh.a-
tion rat~ cannot be ~hanged due to, variable factors like labour in-
efficiency, low order poSition etc. as in such a case thc actual utili· 
satinn of capacity cannot be correctly judged. 

3.=l8.Tb., CODloUttee are not hap~y about the way in which .the 
installed capacity has been fixed. They •. therefore reCf)ntmend tbat 
the installed capacity should be fixed on a scientific basis so that a 
correct. parameter may be available for assessiltg the pel'fi»rmallce 
of BMT. 
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:;.lB. The Committee also find that in order to evalnu(c the actual 
performance of HMT, the Company have calculated the capacity as 
a,.tually available from year to year. This developed callacity has 
bee.. worked out with reference to the production of :t few stand-
ard general purpose machines utilising 80 per cent of the available 
capacity on two shift working and is subject to certain assumptions 
regarding requirement of stan~ard hours, inefficienc~' factor, 'value 
of machines etc. The Committee strongly feel that this cannot pro-
"ide a realistic parameter to evaluate the actual production perfor-
mance which comprise a totally different product pattern and 
has been undertaken under co.nditions materially differing hom 
those assumed in the working of developed capacity. The Conl-
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. 



IV 

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 colh,boration agree-
ments entered into by the Company for the establishment of pro-
duction of more sophisticated machine tools and th~ progress made 
thereagainst:-

Product and Unit to which lI11ot- Date of 
ted agreeEnent 

U nits I and II 
I. Swface Grinders 

2. Gear Shapers 

3. Single Spindle Automatics 
(TypeTR) 

4. Gear Hobbers 

s. Multi Spindle Automatics 

6. Single Spindle Automatics 
(Type PF) 

2 

6-3-1961 

10-2-1966 

12-2-1966 

7. Die Casting Machine and 12-5-1969 
Plastic Injection Mould-
ing Machines 

8. Drilling & Boring Machines 20-5 1969 

9. Heavy Duty Engine I.ath<8 4-1I-J970 
and Machining Centre for 
drilling & Boring Machines. 

30 

Yfar of com-
mencement 
of produc-
tion from 
CKD com-

ponents 

3 

Mis 

Name of the colla-
borator 

4 

1967-68 Lim£x Gcrmlin Dt IT.C-
cratic Republ;c. 

1965-66 Drummond Brothus, 
England. 

1967-68 Manufaclwe De Machine 
du Haut Rhin, France. 

1967-68 Hans Liebhlrr, Wnt 
Germany. 
Gilc'meistll & Ccmpany, 
West Germany. 

1967-68 Manufactwe De Machine 
du Haut Rhin, France. 

J971-72 Inte-rfenda, Switz(ylar.c. 

1971-72 Atelius GSP, FrLr.ce 

Not yet American Tool Works 
started Co., USA. 



Unit III 
I. Electrically controlled Mil-

ling Machir.es 

2. Broaching Machines 

Unit IV 
I. Copying Lathes 
2. Drum Turret Lathes 

3. D.A. Lath(g 

Unit V 
I. Special Purpose Machine 

2. FAY Automatics 

3. Horizontal Boring Machine 

4. Ram Bed Type Milling 
Machines 

S. Unit Assembled Bed Type 
Milling Machine 

Watch Factory, Bangalore 
Swiss Type Automatics 
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2 

12-:Z-1966 
16-8-1966 

:Z7-6-1969 

3' 

Fritzwn-ner, West G(r 
many. (Out offout Iype. 
ofMillhg Machines, only 
three types have heel!' 
taken up for manufac 
rure). 

1968-69 Oswald Furst, Sollng( n. 

1967-68 Ernault Somua, France. 
1969-70 Gildmeis.ter, West Ger 

many. 
Machine Tool Worb,. 
Oerlikons, Switzt'rland. 

16-3-1961 1963-64 Regie NationaIe Des-
(ir. Ur.its I Usines, Renault, France. 

& II) 
1967-68 Jones & Lamson Division 

of Waterbury, Farr~~ 
U.S.A. 

:Z-3-1967 1968-69 
(The aggrecm(nt which 
expired on 1-3-197:Z has 
been further renewed for 
a fixed period of 5 years) 

12-9-1970 Not yet 
started 

do. 

Pegard, Belgium 

MIs Fritzwemer 

" 

1-3-1971 do. S.A. JOB. Petermann, 
Switzerland 

4.2. Some of the cases relating to the manufacture of diversified 
items by the Company are discussed below:-
Surj,,-ce Grinders 

4.3. According to the Company, it takes a IIllIUIIUUD time cycle 
upto 1 i 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 Sudacc 
Grinders (S1. 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 technical 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 collaborator .. 
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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 finaJ 
acceptance of the documents in India was paid in April, 1965. 

Die Casting Machine and Plastic Injection ,Moulding MacMnes 

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 

4.-8. 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 ma':"hines with 
MIS. 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 
MIs. Fritz Werner 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 Machin.es 

4.9. As regards Unit Assembled Bed Type Milling machines, jt 
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 Mis. F'ritz 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 Sto~k Auto-
matic, the implementation of the first stage, viz., assembly 
of machines from SKDs was expected to be taken up in 
the last quarter of the financial year 1972-73, i provided-

(a) the approval of the phased manufacturing programme 
by the Government was accorded before July, ~972. 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-menti~ned 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 examination in the Ministry we 
addressed HMT for som~ 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." 

Manu.facture of Multi Spindle Automatics, Single Spindle Automatics 
(FF series), Broaching Machines, Copying Lathes, Fa'll 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 def~nce organisation and also by one of the public 
sector undertakings (MIs. 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 folIows:-

Defence Organisalioll 

Multi spindle automatics 
Single spindle automatics (PF & TR) 
Gear Hobbers 
Copying lathes 
Fay automatics 
Horizontal boring machines , 
BroachinaMachincs 

Sharat Earth MOfJ,rs 

Horizontal boring machinrs 
Fay automati cs , 

(Rs. in lakhs) 

281'49 
83'33 
56'30 

186'65 
26'64 
88'56 
38'16 

45'74 
1'84 



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 
~ganisations 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. 
f>t.~~_:.:!;,'~ 

(ii) Delay in receipt of technical c~cations from DGOF 
for design of tooling . . ,-

(iii) Delay in reeept 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 tooled up 
to suit the components. A few items of tooIingB, 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 
ce 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 pu:rpose lor taking up of diversification scheme is defeated if the 
manufacture of items is delayed. 

4.18. The collaboration a(!'eement 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 prototype~ of Heavy Duty eDline Jathes have beeD 
m8J)ufactured l:Iptil now. In case of machining centres only the ape-
dfications have just been finanlised. Collaboration a,reement regard-
i~g man~facture of Ram Bed Type Milling Machines is lying in-
effective since September, 1,970 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 Mis 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. 

4.21. 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 prograinme was launched without realistically aSIe'S-
ing the actual demand for such items should 'be investigated with 
a view to flx responsibility. The GdftrnmentjManagement should 
ensure that such mistakes are not repeated in future. 
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4.23. It has been stated that Company could not adhere to the 
delivery schedule with regard to machine tools supplied to the De-
.fence Organisation and MIs. Bharat Earth Movers Ltd. as most of 
the sophisticated machines were being assembled and tried out for 
the first time 'in the c~untry 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 
ttit takes a minimum time cycle up to U to 2 years, for gerenal pur-
pose machines and 4 to 5 years for highly sophisticated machines to 
develop requisite skill and effieiency nonns' inftilVing desiln" 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 ulilisation of capacity augmented by creation of facUlties for tak-
iDg up production of new items in the e,'ent 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 manufa·cture 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 ava.nable spare capacity Government 
approved (July, 1970) in principle the proposal to enter into colla-
boration agreement with Mis 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 wa·s 
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, 
ma. The DPR· was;: thereafter ;submitted to the Burea.u of Public 
Enterprises in the Ministry of Finance, the Agriculture Ministry, 
which is the usell Ministry and the Planning Commission with a 
view to see that the Project Report was complete in all aspects. The 
~omment8 received from these Ministries were communicated to the 
HMT for clarifications and explanations. 'HMT had now given a11 
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 Chaii'man, HMT stated that the Com-
pany was not going to wait 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 3,200tractoTs already. lIe 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 wOl.\ld be dovetailed linto' 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-
pectiv,e demand of tractors had b~n'madein coordination with the 
Ministry 'Of Agriculture befdre deciding on the manUfacture of trac-
1ors. The Secretary of the' Ministry stated that Zetor tractors of 20 
10 25 hp. were beingmanufaeturedat Pinjol"'e. The bulk of the trac-
tors 'ueed in' the country were of the 35 hp. Variety. 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 25hp. This parti~ular hp. range Zetor tractor was one of the most 
i)utstanding. 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 beef) 
'some difficulty in the offtake. The present position was better than 
what itW86 six months ago. There were some difticulties 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-
maIly 4 very good agricultural season is a.lways fonowed 

504 LS-4. 



culties on the agricultural front there has been a certaill-
fall in _ demand. Also, there was some uncertainty ca.used' 
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 of 
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 ta.ke 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:-

Fixed Assets 

Technical Assis:.tnce Fee 

Development & Com. expo 

(Rs. in lakhs) 

1'55 
6'16 

3'33 

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 phasedmaIiufacturing 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 
1976-77. 

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'}~ to 45% 

1973-74 6,000 45% to 65% 

J974-75 8,000 6S t!';1 to 86% 

1975-76 10,000 86~,;, to 90 ~I;J 

1976-77 12,000 90~~, to lOO~~ 

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 perfonnance 
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 hu been stated al under:-

"The final sale pric~ 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 197P72' out of which 1,605 tractors were 1lS-
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 dudng 1971-72 subject io 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 Prilftting Presses 

4.40. After failure of initial attempts made with other firms a 
teclinical 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 DPRthe 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. - AU 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 



43 
, ') ',,' > J ::. i 

the U$er)I;ldustries along with us., The printing industry, 
especially the newspapers industry is very important sec-
.tion o£, t8e mer industry and we have been wanting to 
carry them with us in deciding what types of machinery 
we \\till ,ta,ke;up for manufacture. We had discussions with 
the Master Printers' Association and various printing in-
terests. ~ 

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 b:/ 
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 
~r~ ot.q1,l#StiOI). had to be answered about markets for the 
various types of machines which HMT was taking up. All 
tb,eae were completed by, September, 1972 and we were 
,Q1;lle to gr@t the final approval of this project. They have 
Jtarted a.s~bly of printingroachinesbyimporting a num-
ber_ of components and by adding SOme indigenous compo-
nenti.,The first printing machine has been released by 
the Chairman 'HMT about three months ago." 

4.42. 'He'ful1Mr informed the Committee that only one printing 
machine had been released so far. The rest were in the pipeline and 
were pending oPders. 

4.43., As re'g'liids 1he import of components for printing Press, the 
Chairman HM',r stated that the import application was of the order 
of Rs. 35 cf9res. ' The componen.ts were being imported from Italy. 
He added that ."it is a h,igh 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 Mis. 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 investrn~nt of Rs. 330 lakhs tn~ludipg Rs. 126 lakhs 
in foreign exchange. Xhe D.P.R. was .. however, approved by Gov-
ernment in March, 1972. The Committee enquired about the reasons 
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for delay in according approval to the Detailed Project Report. In a 
written reply the Management 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:-

" , 

ClThe 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 
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 Of growth assumeCIfhr the metal cutting press, 
would actually materialise or not, because this is . a new 
type of machine which is being made, for which no preci"le 
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." 

4.46. According to the representative of the Ministry the time 
which had been taken for approval of the DPR was primarily due 
to two factors na~ly:-

"(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, 
Plannillg Commission and BPE. After their views are 
received, they are relayed back to the organisatiop. 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. oln 1971-72, metal 
"forming machines, worth Rs. 126 lakhs were actually assembled and 
'supplied by HMT. Therefore, the preparatory work and also all 
1hat 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. 

(RI. in lakha) 

Particulars Project Actual ex- Commit-
cost penditure menta 

Land 3'21 I'll I' 69 
Buildings . . . , 38'04 13'74 15'86 
Plant, Machinery & Equipment. 190'90 38'48 53'14 

Blectrical Installation & Office Equipment 10'65 5'00 6, 13 

Other, (Vehides & Railway Sidina) 12'20 1'30 1'3~ 

Technical Ass~ Fee 45'00 10'32 43'33 

.Development & Commissioning I!xpenditure 30'00 12,81 

NOTII: The total estimated commitments for 1972-73 as per budgets would 
be RI, 129'00 Iakhs, The CommitIDe13 l1qtUnst this durina 1972-.73 (uptu 
30-11-1972) was RI. 30' 31 Iakhs. . 
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4.50. The value of production and the imported CKD componen,. 
used in production are as follows:-

1970-71 

1971-72 

Value C.K.D. Com-
(RB. in ponents.'Il8ed 
llkhs) 

10'00 

"'Note : Value of pro~uction indicated above is exclusive of imported content 
of Rs. IS6 '76 llkhs for the manufacture of Cartridge Case Lines for the Defence' 
Organisation. 

4.51. 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. 307.851akhs, tlle 
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 IAkhs. 

4.52, The Committee enql,1ired whether the company' had been 
able to adhere to t~e delivery schedules agreed t(} ,with the Director 
General of Ordinance Factories. It has been stated that in respe<:t of 
one press ordered by Vehicle Factory, Jabalpur, there is a c;lela.y. 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 
too lings 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 cap. city as a result thereof a Sub-Committee-
of . the Board of Direct,orssuggested diversiftcatioa of, productlea. 
Tbey suggested the manufacture of Tractors, Printing Presses ead 
Heavy Duty Presses in Units m, IV and V respectively. 

-At the time of factual verification the aduit bas atatelLas folloW8:-
'According to the verification done by the 'D.C~, B'all8'ldore, it shOuld ~ ~ m~ntha., 

It has also been mentioned by DCA that, the Co~pany has paid hqwdated 
damages amounting to Rs. 73251- for thiS delay. 



47 

:'f.he"C4Nnmittee ~ret to. note that v~lualtle "mae bas' beeD IGst 
in .Ji.n"it;iag the d._Is of the schemes for these projects. Procedural 
formalities consumed much of the time. 

4.54. The Technical collaboration agreement for the lPan~t.Il'~. 
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-
mi!nt for the manufacture of Printing Presses was concluded with 
an Italian firm in September, 1969 and was approved by Governmen~ 
in January, 1971. The DPR for the Project was submitted to the 
Government in April, 1971 and the same was approved after about 
1l years (September, L972). The tec:hnical 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 complete:! 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.~. The Committee are informed that a special procedure bas 
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 lty joint 
meetings at high levels so that the approval of DPR is not delayed. 

4.57. The Committee rec:ommend 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, tbey 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.reliapce ex· 
peditiously. Effective steps should be' taken to solve the problem!! . 
like power cut so that production of tractors is not retarded. 
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4.58, The Committee fail, to understand as to why Government 
:have not sO far fixed prices for the tractors, printing presses ad 
heavy duty presses. The economic viability of these projects cannot 
therefore 1te accurately assessed. The Committee recommend thst 
the details' regarding pricing and profitability may 1te finalised with· 
~ut 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 
To'Ols 

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:-

(Value in Rs, lakhs) -----
Year Total re- -Imports % of im- -Total Indi- HMT', %HMT % of HMT 

quirement ports to genous produc- produc- produc-
total re- production tion tionto tion to 

quirement total indi- total 
senous import. 

production 

3 4 5 6 7 8 

1956 942'9 835'1 88, 56 107'8 30'9 28'66 3'70 

1957 1694'8 1460,6 86'18 234'2 119'2 SO," 8'16 

1958 1778'4 1438'3 80'88 340'1 176'7 51'~ 12'28 

1959 2043'9 1628,8 79'69 415'1 196'2 47'26 12'04 

1960 2679'S 2093'S 78' 13 586'0 310'2 52'94 14'82 
1961 3154'6 2422' I 76'78 732'7 424'7 57'96 17'53 
1962 3644'7 2604' 5 71'46 1040'2 552'9 53'15 21'23 

1963 4828,8 3150'0 6S'2S 1678'2 866'9 51'66 27'52 

1964 5542'8 3444'4 62' 14 2098'4 934'3 44'52 27' 13 

1965 6041' 6 3493,2 57'82 2548'4 1II9' 4 43'91 32'04 
1966 7147'2 4299'3 60, IS 2848'0 I221' 0 42,87 28''-

1967 6487'7 3940'4 60'74 2547'3 931'0 36'55 23'63 

1968 5687'9 3624'8 63'73 2063,1 975'0 47'26 26'90 

1969 4565'0 1898'0 41'50 2667'0 1338'0 46 '42 65'23 
1970 5553'0 1830'0 33'00 3723'0 15I2' ° 40'61 82' 62 

23629' 5 10608, I 

-Source Indian Machine Tool Manufacturers' Association. 
48 
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5.2. It can be seen trom the above table that the value of indi-
genous production of machine tools during this period amounted to-
Rs.236.3 crote6.'l!he contributio-n of HMT during this period 
amounted to fRs. 106 erores. The cumulative contribution of ·HMT 
alone to the development of indigenous prOduction of tnachine tools 
in the country during this period amounted to. about 45 per cent of 
the total indigenous production.',n 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 
&. 21.23 crores. By 1973-74, it is anticipated that the total indi-
genous production will be of the order of Rs. 65 crores out of which 
the contribution of HMT would be of the order of Rs. 24 crares. 
Roughly, their contribution would be of the order of 40 to 45 per 
cent. As reguds 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 1964 
to 1971 marked the second phase. During the first phase, 
the output of tbe 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 
(Myso~ State), Pinjore (Haryana), Kalamassery (Kerala) 
and Hyderabad (Andhra Pradesh) , and watches in 
Bangalore. 

Duri~ 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 ;t'neet the challenge 
by a bold programme of expansion in varied directions. 
This strategy has proved successful. The . sales have 
atarted 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 itelllS'Viz., machine 
tools and wrist watches with export runmngat Rs. 1 crore 
level. The year under report viz., 197V12 witnessed the 
real beginning of the third phase "Of t~ Compilny's expan-
sion programme when we reached a turnover of Rs. 29 
~roreswhich 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 
tractor&, printing machines, heavy-duty presses and press 
brakes, di~asmng and plastic injection moulding 
machines 'and automatic day-date watches. The exports of 
theHMT are planned to rise five-fold to Rs. 5 crores per 
annum in the course of next five years." 

B. Expansion Programme 

5.5. During evidence, the Committee enquired about the direc-
1ions 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 hal! also diversified the 
production to include production of highly sophisticated: 
machines." . 
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It was further stated that: 
"Th~Company has mainly concentrated on the manufar.ture 

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-
.man, 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 rather struggling for the manufacture and estab-
lishment of techniqueS, we were afraid to take up these 
items in the initial period. Wherithe 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 
tractars ..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 M1lling Machines (E2), 
Gear Robbers, Surface Grinders, 
Electrically controlled milling machines (type F3JF4) , 

Broaching machines, Copying lathes, 
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Drilling and Boring machines, 
Special purpose machines, FAY Automatics 
Horizontal 'boring machines~ 
Die CaSting', Plastirtg' 'mjection Moulding machines, Drum 

Turret Lathes etc. 

5.10. It was added that the Company were also entering the field· 
.nf manufacluringNumerieally oontrolltld machinas, . ¥achining 
.Centres, Electro "Discharge, machines etc., 

lC. : Future Production Programme 

5.11. The -Committee 'enquired 'abOut 'the' deriland projections for 
;the Fifth.Fiv..e Year ,Plan and the steps taken to meet the increasing 
demand of machine tools in the country, In a written reply, the 
Ministry have statsd that "the final demand estimates for the Fifth 
~Plan period is yet to be made." About the steps taken'to meet the 
:increasing dem'8litVformachine tools, it has been stated as follows:-

"Tbeactual ,steps for increasing the total production of 
machine tools in the country will be clarified as soon as 
the -eattmatesof ,demand etc. are finalised. The expansioR 
and diversification,' inthe·public.ectol'.undertakings to 
meet the increasing requirement are under: constant re-
view. The units in the private sector may also expand and 

'ne\V'un'dettakings'can also come into Being, having regard 
to the- over..:aH"demand in the dotnesticand export 
market." : " 

-S.12. During evidence the Chairman, HMT, however, stated that a 
. very detailed project report had·been worked out for ev«y expan-
sion thatW8B to ta·ke place. ,The .Plan for·thefutl.U'e W8I to reach 
Rs. ,60 crores turnover per 'annum bytbe end of 'the Fiftb ,Five Year 
Plan, It was estimated that· the profit after taxes ,,"ould be of the 
Ilrder of Rs. 3 crores when Rs. 60 crores level of turnover was 

. reached? : Befl!)re" talC-eS it'wouW be double. He· stated. tJH.t tbere-
-port' bad lIeeb.' acOfeP*ed: by Govel'iDmElDt.'. j, 1 ,"'. : ' " """ , 

:'.~ I:',': ,'J.~~ :: .... i1((-"; 

5.13. As regards the expansion of production and sales after 1975-
76,.the Ghainnan,!HM'D in,his statement JIlt the 'ninete.tb- ~nu1 
General'·.etiDg of m. Hindustan Macqine 'DclGll Wd, .. sta.. .... 
'''''r:~'';'''''~ "" .. :~ J' ~,~"., If' 'l -"~'~'1 ":0"".' ~'):l~' :,.'" .:~. (!/~~ ' ... 

"By 'far the largest part- of the increase in output during recent 
•. , ~lla& c~ ~· .. the·oew types et,tn,cbille .toQJs intra-

duceddor the ftrs.t t1Ine ,M part ,of .dive~6c.ation, prog-
~'LS--...5,., ,., t T ,.. :'-" ,< 
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rammes. Particularly, in the case of HMT, a sizeable part 
of the increase in productien 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·· 
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. Thereaft.er, 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 msy 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 thot 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' 
Its. 12.21 crores in 1966 to as. fU crores in 1967 and Ks. 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 publie-
sector should take up more difftcult' items leaVing the private sector 
to take up the less difllcult o~e!l.The Committee, therefore, feel that 
had the Cog,panyengaged itself in more sophisticated machine, tools 
rather than on stand!)rd machines, the HMT would not have bee.,·: 
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alfected by recession as has been admitted by the Chalrman, 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 heen 
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 remain~ 
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 machino 
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 
CBn meet in full the overall needs of machine tools in the country 
at the same time ensuring that the interest of small !lcale sector 
is not in any way affected. 

5.18. It has heen pointed out by. the Chairman, HMTthat 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 
expaftSion of production and sales of the HMT will lose its vigour 
and tend to level oft, with fam~iar adverse impact OD the profitabi-
lity. 
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~.19. Sine. according to the Management, the gestation peri04 
of a~Ae';"engin~rtfti broject'rro~ prlilll'iY' conceptUa\' thjDki.,. . to 
actual production is about 5 years, the Commnl~e' nee.t 1i~r'aiy' streO 
t\lat ~vernment should p~an right from now, for the programme 
or'''~xp.ns.on 1to '1e "~~~ up·.fter 197$-18, so' that the "CompaJlY ean 
ulill"s.tfts· caillicit~~ to the' maxIiriWn~"" ", .'.. '," . ,. , . ,. ~ 

... · .... 1... ,:\ _'.' ~", .• , "Y ",.1,,-,. ~",""_"" ..... , ~~ 

D. Imports and import substitution 
.~~ ;o.r "\" r, .t" ~:! ,c,~ :_, '-,":.. :('~J,~;: ':~ 

5.20, It is observed from the statement in Para 5.1 that the ~r
centage of imports of machine tools to total requirement in the coun-
try'dropped to 33 per cent during 1970 as 1lg&inst'88.56 per eent dUr-
ittg 1:956; , 

." ... 
5.~1. D,uring evidence, the ,~ecretary of the ~inistry stated that: 

• ,_ .'P'. ., .• '_' • "'. ,., .' '.... • 

"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-
qUlremEmt that na~ oeen" met by" imports has bee'n show-
ing' a 'slea~i{ dec1inlrig' trend :and • we . eJtpectthat at the 
erid oftne'l'Hth'Plan'Uie percentage"mel through impotfs 
will be reduced to anything between~'·iahd 25"'per cent." 

5.22. The Committee enquired about the contribution made by 
ID4T~ in Uils regard, !f' was' sfatetl: 

"We have not made a detailed analysis of the contribution of 
HMT to import substitution, but it would be somewhere 
between 4G--45 per cent. 

5.23. As regards imports, in the Fourth Plan the Chairman, HMT 
statejf <lJ~in'g evid.ence· that: ...., " . 

;>:;.): 'tI, . 

"Import was there and it was considerably high; but the items 
" that have been: imported into the country, amounting to 

Re. 30 ~rores, consist of those items which "India cannot 
develop overnight. They are extremely complicated, costly 
and sophisticated machines. 

5.24. The S;0mmittee enquired whether imports were being made 
bec1use of d~Uly iW~'ttitig'"ulr'6f ne\\f1 capacltY-' or·\\· ... ~t dt the parti-
cti1ar"'~ "'ahd hdW' tIiir'gap' W'~s f)t'opcWed 'to be lffl.dged.! . , .. ,' .... 

r,-: •. >:.,! ·\H ( ... ~ ~., .. ~!: ';/t(,:~ . .', t' ., \~ 1d):- ".; ... , h:~,~',!·.· ..... \:::!)':"\~:~: 

In a written reply, it has been stated that: 
"th~re h~s·'~een .; '~ignU\cant 'drop in the import of machine 
': '~~ tooii:' However"i\" 'Wnl' 'haWe't6" bterdenfi6'hed' fhrf :''!f6 

':1. ' 
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COuntry ~n the ,worl~ c~n cl~im t9.,be. sel~. s.';lfficient in 
the production of all types of. machin~. It is necessary 
to. depend on ip1port~ for sev~ral re~s'ons, Slft* as the di-
fficulty in pJ;'oductiqn of certai;n types, of machine tools 
as well as t~e un-economic. nature of prclduction of 
small quantities of machine tools." 

5.25. In his statement at th'e Nineteenth Annual General Meet-
ing of Hindustan Machine Tools Ltd., the Chairman, HMT has 
made a brief review of some significant tren&, in the machine 
tools industry in India during the re~ent yeax-s. As regards, ¥hieve-
ment of self-sufficiency in machine tools he has stated as follows:-

:: 

.,. 
" ,... 

"Taking the indigenous productio'n and import together, the 
total requirement of machine tools in· India reached the 
peak level _of Rs. 7i crores in 1-966. Thereaft'e,r due to 
recesSion, there was a· drastic fall in the requirement to 
Rs. 43 crores in 1969. However, there was good recovery 
in the subsequent two years whlch lifted t'he 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-
centl\ate, attention an the two terminal years viz., 1966 
and 1971, the domestic market for· machine tools did not 
show.any expansionj in fact there was a small contrac-
~ion.()f the maI"ket. Yet the Significant faCt is that during 
the same period there was a sizeable expansion in the do-
mestic pcodudion of machine. tools from Rs. 28 'crores in 
1966 to lis. 48crores in 1971. How did the Indian machine 
tool industry manalge to. sell Rs. 20 crores worth more. of 
machine. tools in the face of near stagnant domestic ·de-
aaDd? By vigorous andsuc:cessful efforts for import subs-

~, I 

titution, as a result of which, the imports of machine tools 
were brouAht .dowQ sharply. hom the" peak level of Rs. 
.3 crores in 1966 .. to RI. \10 .crores in. 197.L In. short, the r ' 
indiger:lOus producers could increase their sales of machi-
ne tools by. Rs.. 20 ,crores primarily . ..because .. ~e imports 
c:ould be cut .down_by the corresponding . amount. These 
faots ·are of great importance in ,relation .. w. any thinking 
and planning about the future of the machine tool industry 
in India. 

• .:, )- 10 

I may touch upon Dn~ more notable aspect of t~ d#!velopment 
of India's. ,machine. tool industry.!.Wh.,n WI! be,aan produc-
tion in.· 19fi6 the iladigen~s. proQucti<m,.of , ~hine 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. 

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 ~pital Goods Committee where ' 
they examine whether :lny type of machine tools which 
is proposed for import is be1ng manufactured in the coun-
try or not. We take particular caM: to see that no impOl't 
is allowed of any type of machine tool which is manufac· 

• I tured in the country." . 
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5.27. The Committee' find that: 'as a result of sustained efforts 
, for imports substitution, the impPf~.~',Jnachine tools has ~e~n gra~ 
dually brought down. In 1956,the, in4i~tlnY!-:ls. pro~.uctio~ o,f machine 
tools from the HMT and other units in the cou~try met. only 11 per 
cent of the total machine tool requirements of the Indian economy . 

. The ether 89 per cent of the requirement was met Ity 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 posl'lible 
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 GovernmentfHMT 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 Ite 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, recnmmend that Governmentf 
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 Ilradually brought down if not 
altogether eliminated. 

5.31. It has been stated that whenever any proposal for inlJlort 
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 altout 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 lhis information through advertisements 
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is ,~~W. The ~Ve~t/mIT .~d·~· wiY5e ;tIle ·ttirtt~~ 
cd J.-Put. 10 ~s 'to decide as to which items .houldbe feasible for-
ind.,i.lep:01l$ manufacture, ' . 

. ' ., . ". • <..,'. "!(~-'.} :.l.jJ .. tt H~' .Ao-' .. U· 1:1 J;. 

E .. Manufadure . o~Several New Types of Machines by HMT 
,I _ • l'" " _. .. . • .' ... _.. , . _., • ' , .' . .... . ~ 

,.',5.32. It h.lheeD stated that in.,additiGln to the. new machines 
e&ta.b1iMed" Ior'lJali'lQuc:tioll! under··thevariou6 ,collaboration agree-
men1ls;rthe Oompany lbaa,alsoproduced subsequent to )965-66 several' 
new-<tJp81 of.·maohiDEs,devaloped out· of its own ,design efforts, su$ 
ai MWingMachinHlof M2 -series (se,ven typelii)·in Unit III, Grinding 
Machines .c(two types) .l'ool Gria.ding' and Lapping Machines (two 
typas),',Meohanical. Chuck.er; .Mini Chuckef, Central Lathes, Heavy 
Duty Lathes (4 types) in Units I and II and several types of Special 
Purpose Machines in Unit V. The turnover of these products aggre-
gated Rs, 1,703.77 lakhs up to 31st March, 1972, 

~ , .'. ~ .. -
li,33, ~e _statement given below indicates the sale of Company's 

own design products, 
~~--------~-.---------- .. 

Cum~latjv~ M~er '. Products! Units 
HMT 1 aPld 11. Banllalore 

----------.~~-

LI2 

ql'~ 

SPMs' 

Minichucker 

G~,.',_' 

Column Drills 

A TW lathes-A 24 

,'", ":. 

HMT 111, 'P,,,jore 

"':l,2P'MlEP 

MtT.~ 

F~2!FT2 

E2 

I2son' 3 jsfMarch, 1972 
(Rs, in lakhs) 

%78'22 

58 '09 

164'1'11') 

;4~',38 

:&7'-98 

6- I2 
..I..--

730 '43 

215'49 

31,;00 

13'lR 
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HMT/V, ~QlamtJSser:v 

LT 20 

H MT V, Hy:lerabai 

SrMs!I7BMs 
Unit heads 

670'%3 

0'58 

670' III 

Cumulative as on 31'3,1972 1703'77 

. 5;84, Time taken for the production of tnachine uom the start of' 
desigJ1 work to the date of pr9duction of first machines varied bet-
ween 1 to 31~~,f~:: .. ' : ,-;~, " ," 

5,35, As regards the performance of these new t.f.ges, of machine' 
tools as compared to similar imported machine tools both in the 
matter of operation and pricing it has been stated as under:-

., 
f' a 

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

) ! ['I\' !l4~.' .>~ ~r~~ J~ /1 •. 1.. I ;',/ 11 

The-l1*ics. of,,'thea. ,.machines, callftot be strictly compared 
!with.ltbedmported machJ.nes-Mce in'some _lies .the .. im-
ponted 'equi~alents/.re n'Ot'available., Ifr'tt.lse'of'gtherMa-
£hinea~ inv.olNing,aciaptatioDl' . sud.. as M2P, M2EP, PN2, 
etc., the prices are quite comparable." 

,. . I ' ~" , " .. "" I .. f .... ' 

5.36. The Committee enquired about the !lj&nitl.c;.an~ of" the' 
term "developed out of its awn design efforts", whether it implied· 
.developmtm>t. ~i ~~e~ly n~Wdte.igD&'·by, ·the ~allf: on«dapta-
t ti.RS of exwt"", d,:rigns of .Qpllahpfatjo,rs :itf!ita:ll·lXlillO.' J:QOdifications 
therein. The Management explained the position as follows:-

;, 
1,-.... 

..... ~ f ',' I, 'fr • f •.• ,~" .',.;:;':\r "'!f"' -" •• 

"Ther..e,Ga.ol be· a~ything,Uke lOO"pez: cent,prtBin.al idea.iQ.,~e· 
designing of new machine tools. Several types ,of exi"titag . 
designs are carefully studied before bringing out a new' 
.destgn;concept. a'o~<put, it in· Otther,i W1)r~ •. : t., ' ~igners 
-Jearn·aew,icfeas,ffom the okidesigns,a.nd llOt,QOpy,the very 
st.me ,e.dating; ,ideas, . ,:The; naarlUne~' df!!Veloped· out- -of .the· 

,r.cOlltJ)8ay's, ~tl design'l·.tforts Jlepllesent- sucht new a-
lign ;ooncepts and do not involveanyout&idii -techniaal Qal-
laboration for technical assi,stance 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. M2PIM2EP, MITR, FN21FT2 machines are adapta-
tion~." 

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 latheC21-first in 
· ~he series of modern lathes-for international market. The proto-
-type of the machine has been made and is undergoing test. pte, 
lathe has features which are acceptable to European and American 
markets and also fills the missing gap in the country force~re lathes 

~ of 260-450 mm. ~ize. 

5.39. The Design engineers of HMT are engaged in designing 'Ma-
-, chining Cenlres' with Numerical Controls (N.C.) jointlywith 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 iin:: 
portlnt machine tools. HMT has been assigned the task of develOp-
ing on their own or in coordination with ~he Central Machine Tool 

· Institute, Bangalore as many as 28 machine tools, out of 50 selected 
designs. .. ..... J_ .••• _ •• ~ ........ 
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G. Design and Development Depu:tment 

5.41. The annual Expenditure incurred on the Design ana Deve-
.1opment was as follows:-

(Rs. in 1akbs) 

1966-67 21' 74 

1967-68 34'30 

1968-69 31' S9 

1969-70 36'22 

1970-71 S2'OO 

1971-72 57,00 

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 dOiDg 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 wntten 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 nelT design of produ::ts, the same is examined as to marke~bi
lity in consultation with the sales and marketing department. The 
marketing department also asks this department to take up design' 
of new products as and when warranted by the market." :.; ~ . 
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5.45. During evidence the Committee pOinted out that there was. 
Jl.~rl!1.~9w.'plaiA~1 th~t,.ij:le;.existiqg~de~ G~f~py,.pf' ~.indi
genous machine tools w~re out-moded. The Additional Secretary 
stated:-

.1 I 

"This criticism, I would submit, is partly justified because in 
a protected market, there is not that amount of incentive 
{it leas~ fordomesti<; 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 
l,1,nits, 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-
si&:PS. c~ Q~ .. ,kept Co,D~tly up¥.ted r , ,+,ha~ sort of assist-
epee. ~ ~eeged Q)' .tbe v-1lr~ous u~it.s aI¥i alsCl to take up 
d~velo~I).t~:~)Vertypeof.~a~in.e ,to!?¥! which are 
t~a)\4 ~in& import,ttd., 'rhis.problem, is . re~~ving atten-
~on .a~hpne.pf ~ .~&ts)s that,.:.flhpn .. th~f go(into the ex-
port, m~~e~bsql~~e .. ~Dd9ut.,.da,~~.4e~ig;oswill stand no· 
;ch,aIl,ce ~~.~ll-!l'~, th~,.ex.~en~.Alejpd~try ... gets exposed to 
competi?QP in.:,,~e ove~~,q'4lr~~".lJJj1d,lWh~p they have, 
got to fulfil certain production and export targets, that 
,alao serves, B8. incentiye jor cittvelQpin~ Pl'OQuaUon. techno-
lG~ ~eto..".l would su_ittha,t the ~tjQiBDl. is.... SQPl.e 

ex.teRt,. valid •. ~.attantion .. ~ the jJ)dustr.Y,·.hu! been 
-.wn t.o. thj.s &ad. we have asked them to make all out 
efforts in this direction." 

'-,' I·',' c' ~.~ • 1,1\ t·' ;~4 ~,;" ,.! .,' t ',' ·t,l", ,."f!.' lIn,. :(1':.,\ 

5.46. In regard to the development of technolGg){"tlle,C)~:rn~. 
HMT in his statement of the Nineteenth Annual General Meeting of' 
Hindustan Machine Tools Ltd. stated as follows:-

" ".' 1"\' l .. , •• ' t \ ~ ,1 r'" ' .... '1 I • I : . I I ) i .... , ~ I ,t I ',. '< .... \ '. - :' , I • 

UThe,.HM:l', st~,ted.w.i,th ~ .JWpd,J,J~~OIl"Qf~.mP~,.,geqel~tp.lH'
,POSEl.·qUlc~e to,qls. ,So, Aid ~#let' ,.macnme tQol ',pr 9?UCers 
.ill ,~he~untry.., N:o wonds;. tllE~f~f9f~, ~~t tne.market,.f.9r 

., "UGh ~in~ ,~a1s w,s. ~QOll. sat~rE4t~d "anq .in Jlprq~ .CU~S 
eve,n. qy~tur,a~. w,hatever qbj,ective .9neJ~as. i~ vie~ 
.~it.Per ... t1J~~,s)Jrviy~\ .qd.. P:r9"p~itypfJpct,,~Q.IPpapy ... pr 
,-.alrllJ.i v.lua~e for~ign ~~~ha~e tJrw.ug,h iplPQ~t ~ll~!i
t~",t~ HMT h~d toacc~pt th~ logic .qf ,~hi~ p.~~ticular 
industry and go in for the nroduction of more sophisticat-
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ed machine tools. Furthermore, there is no scope of ex-
pandln~'IWtadfine toM eX:por1S from'India unleaa we take 
t'6. 'f~'prodtictiijh 'of tM' s6phiSticatid' machhte tools in 
s'uc)l 's m~ner' a~ to })e able t6"face'th~ competition in 
the worM' marketfrotn' 'the' establiShed international giants 
both' ih' terms df qualtti al'ld 'prites. ' , , 

All these call for a determined drive for mastering new tech-
noiogies such as those required for the production of Sili-
gIeand MuUl-spindkAutomatics, G~ar Shapers and Gear 
Hobbers, i Hot-itontal Boring Machines, Copying Lathes, 
etc., and the latest types of NCD''machines l'ike;Machining 
Centre and NC Turning Centre. Viewed in the context 
of these considerations, the way we expanded' the rlUige 
of production of sophisticated machine tools at the HMT 
can be regarded as ,an eloquent testimony to our suceess-
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. 57 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 HM~. 

In the wake of the recent conftict with Pakistan and the un-
friendly postures of some of the foreign aid-givers, the 
Go'Verhmenf bflndfa ha:s(called' upon the 'seietrtfst's and 
techri61o~ts in die' country to "Intensify' the' drtve fot self-
reJiance,""'rn' fUrtherance of 'thls"obj~ctfV'e;' the' National 
Committee on Science and Technology (NCST) has beeh 
preparing crash plans for accelerating the advance to self-
reliance in a numbet' of fields which are otvital import-
aht!'e for the eoononty In g~neral al'\d our d~fetolce capabi-
Utyln parlitulat. ' 11'\ t~ ft~1d bf nUlchim¥ t~ls, the NeST 
has prepared a"plan to de'Velon indtgeftt>'Usly,deligns of 
otrer P.§O"tlhp6TtaJ!t Wla~hine 't'odls. '! It4s:'.' ltleastl~ .f A the 
cohftde1c~' 'whlttl . thl'" <!o1!1nti'y 'has in' 'the' tet!l1hologiell 
cafillbmtY of th~ HMT"t1'rat wehavEf'been"adgned' '1ihe' 
taslt·tjf devefOf)h\gl~tt ottt ijwn'~ndlor'in":eoor4irtatic:m with 
the Centnl Machine Tool Institute, Banllalore as many 
as 28 machine tools, out of the 50 selected designs. 

The second testimonv has ccme from a hijlhly advanced coun-
, "t~·M't1ftfWsi~~:of ·th'aehftie'tooli:'rIilft'"lrefenfing'to'a 

, '\ '" _', ~ 1" •.. - • .... 4 ..,. " 
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ten-year technical collaboration agreement which the' 
HMT has recently concluded with Mis. Wickman Limited, 
a .leading machine tool manufacturing company of the 
U.K. Under this agreement, the HMT would give techni-
cal know-how for the manufacture 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 etlorts. The sale of Company's own 
design products upto 31st March, 1972 amounted to a little over as. 17 
. crores. HMT have also been assigned the task of developing on their 
own or in collaltoration 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 Ks. 21.74 lakhs incurred in 1966-67, Ks. 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 this 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 althOlogh 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 HMTwhen they found that· their machines did not 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 programmewbich st.diesin depth the requirements of 
users .. 

5.49. The Committee note that Government have been urging 
both HMT and other public settor Units to undertake the Research 
aad Development facilities so that they keep the prod1lCtion techno-
logy uptodate. A high level Group under the National Committee 
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of Science aad. Technology bas been eonstituted to devote attentioD'" 
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 Desien & 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 80 that machine tool industry in India lDay 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 250()< 
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, leeving 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 lar~e 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 ~urther recommended that in-· 
digenous mMh1ne tools, specially general purpose machine' tools, 
should be included in the eX1)Ort Hst of the country in the bilateral. 
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. agreements and Government shouia take particular care to see that 
~ part of, the, agreenwn_"wae .f.uhWlIYliaqdelbentdlb; :' no;,.; {; .1t 

5.54. The Working Group favoured the setting up of a separate 
Expo?t ProtnOtionl CCGuMitllorf:matltfM iteo~ Wevoted' e1:clusif'e!Y to 
pl'dIliotiOn ofr1eKtlbtt 'otr~ch.tn~ft;eOis}"Inaehine: ~"et!eisoties' 'aud 
tther metalworking maelttiMr,.. 'tt'was hopedth~t" sueh"an export 
Promotion, Coundilrif formed ~uldt },e'tn ,the-betit'polri.'tibn'toadvise 
the Government' on,'the'prem~ttorf>of exports of machine tools and 
also assistand'advlse the industty in :all'mlrtters' catlcetnedwith ex';; 
ports. ' " ,,' 

5.55. As against an export target of Rs. 7.5 crores for the machine 
tools industry"JtO be a~hieved by '1973-74:, the aettlal'total export of 
_.C:hifti!1 toa}s duritlg'the years "'1969;"0', 1910-71" bnd 1971-72' was as 
under:- ,l • , ' 

Rs. 295' 70 lakhs 

1970-71 Rs. 283' 85 lakhs 
L J 1 

1971 -72 Rs. 304' 36 lakhs 

5.56. During evidence the additional secretary of the Ministry 
'stated that .. 'tt is hoped that 50 per cent of the. target would, be 
a~ievE!d by 1973-74". 

5.57. The details of machine tools exported by HMT during the 
years 1969 .. 70, 197'()" 71 and lQ'U -72 are given, below: -- ' 

l'igur,s in 10k", 
T9SP- "0 J9",O-" 1 T97T-"2 

1. Lathes 41'45 35. 68 43. 67 
2. R.a<!ial Drills 22'44 42'70 20'70 

3· Grfnders 2'75 3'50 4'58 

4· Chuckers 0'49 1'18 

5, Mrfi'uig Machin~s n"49 15'70 23'51 

>6, p~t~n3~kes 5'38 2'70 0'33 

7· Spares & Accaaories 3'83 4' 85 12'36 

S. O~ .. 1'21 
r" ~'. ,,~ TOTAL 87'34 106·tz 106'33 

i ; 
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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 ge~eral engineering products and many recommen-
dations in this regard were made in the last working Group Re-
port in 1968. 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.SO. In his statement at the nineteenth Annual General meeting 
·of Hindustan Machine Tools Ltd. the Chairman, HMT explained ~e 
.strategy for exports as follows:-

"Even ,8 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 Us. ~ 
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 
8 machine tool industry. The reasons are obvious. AB a highly 
sophistica.ted industry, it involves larlZe 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 trnperative necessity of expenrung India'. 

·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, ~e are 
working in three directions, simultaneousl,.. 
~04~. 
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Firstly, we. are workini out. an, afl:angement involving' the 
HMT;the American Tool Works of U~A ~d Marwins.of 

'England 'under whl~h' th~. eniine~rs,~f ,thetbr.ee (!Onoerps 
will jointly .prepare 'new designs of tnachip.e'tools t.o cater 
to the international markets. The$e 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 A.ustralia and New 
Zealand. W ~ have. registered th~ H,MT 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 ~OO per cent over the CIF price by our Agents. 
We can get around this problem only if we open 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 
tools required abroad have to be ~uitably engineered be-
fore supplies could be effected i.e. ma~hine tool has to be 
fitted with particular. electrics and other types of control 
systems (including Numerical Controls) and special acc:es-
so~ies like copying attachement, etc" to suit the ~pecific 
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 r~-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 theseelectricals. accessories and' attitch-
ments could be fitted to the bas~c machine tool accdrding 

. to the' requir~ments of the customer. .' , 
With a view to solve' these probiems,we have 'plarmed, 'to· 

begin with, to set lIO a HMT base near L\J""~"",,,,,,~g. 
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 unutilisedcapacity if 
the export market wa.s 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 mtroducing various 
other products-tractors, prmting press, etc. Export, is 
to balance to a co:tlSiderable extent the ups and downs in 
the economy & dema.nd 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 i. 
an established market for us abroad and demand in the 
country, We can export them to the extent ot 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 lIeep our-
selves abreast of time and we redesign and introduce new 
inventions. We g~ 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 instanl'e. 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 raw materials 
are absolutely much lower, their ,efficiency, from country 
to cou~try 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 aU 
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 product. 
on commercial basis. Our experience in this regard has 
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been. of mixed type. . In some cases dealersbip arranee-
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 lome 
agency oftices in some other countries. In Australia it is 
being done and in the United States it has been do~e. 
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 Hunga,ry the establishment of lamp-
making machinery plant manufacture in this country. As 
a quid-pTO-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 ha.ve at least two units operating which manufacture 
machine tools on the basis of their designs, Very shortly 
Indo-Soviet 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, 

1 . . 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 importini 
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, unlesl 
they have actual experience of using our machine tools, 
they do not realise how good these are. But we are pene-
trlating those marke1ls, 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 Secreta!y of the Ministry 
stated as under:-

"It is partly true because Iridian 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 Indultl"y. We are actively assisting in 
the creation of research and developmeI;lt facilities in 
individual units and also for the industry as a whole by 
strengthening the Central Machine Tools Institute." 

He_~dded:-

"Some of our designs and know-how have to be updated, and 
we have got to keep in ~e 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 he 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 

Jltated:-

"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 
profitabi1i:ty 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 !ilome ·cases. but in every case we 
have certainly , been gettin.·g the direct COlOt, if not tIM 
overheads. So we are not losing in that senae." 
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5.67. So far as HMT is concerned, the loIS suffered on export. 
during the last 5 years after taking into account the caah usistance: 
and customa duty drawback is a8 followa:-

Year RI. in lakha 

1967-611 3'07 

1968-69 9'71 

1969-70 • 24'32 

1970-71 n'SI 

1971-72 • 45'01 

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. 
have 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-
ft.nn view that on the whole the company and the nation 
has gained substantially as a result of its export activi-
ties. It is also worthwhfle 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 recret to note that as a,ainst the export. 
tar,et ef 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. 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 RB. 1.06 crore!. 

5.71. The need for giving priority to the export of machine tool 
was realised when the machine tool 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 he~p the 
country to earn foreign exchange' which helps to bridge the gap 
bctwecn 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 i.n 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 as. one crore per year to about as. 5 crores 
per year during the Fifth Plan period. The Committee feel that in 
case such steps had been taken earlier HMT'. export business would 
not have suffered as it has during the past years. In spite of the 
fad that HMT collaboration agreement has tumed out various 
lIIophidirated i1:emlll u"der numerou,,: coDaboration a~eements, it 
has not heen able to attract foreign buyers. HMT also entered into 
dealership arrangementlll with fom,", finn" 1,11t .t has been stated 
that some of the~e did not work well as RMT had not ,ot sufftcient 
experience in this reprc\. 



Yet another reason for the decline in export'was th.t the out-
moded Indiaa Machine Tools did Rot find market abroad. It has 
been admitted that the Indian machine tool industry had not in the 
past been backed by virorous and dynamic research ~nd. develop-
ment eftorts. There was no incentive to the industry inclUding the 
public sector unib to go in for rese'arch and development in a hi, 
way. 

, 5.74. The Committee find that Government are now learni~ 
throurh past experience in order to' improve .n the mothods for 
promoting exports. The Committee need hardly stress that unless 
the machine tool industry is kept .ptodate, it will hardly have an, 
chance in the external market. They, would. therefore, like to 
IItress 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 iii happeni~ 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 cOlmtries 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 ift 
Exhibition held in these countries. 

1. Encouragement to Small Scale Industries 

5.76. The Company has set up an Industrial Estate attached to 
HMT, I&II, Bangalore where 51 small scale entrepreneurs are engag-
ed in the manufacture of various components and accessories requir-
~ 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 wroch 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 HMl' during 
1962-63 to 1989-70 was as follows:-

• , R~: . 9.~.i.c>OO' 00 

, , • RI·40,00,ooo·00 

• Rs. 57,00,000' 00 



1965-66 • 

1966-67 • 

1967-68 • 

1968-69 • 
1969-70 

1970-71 

81 

RS·51,00,000·00 

RS·74,00,000·00 

Rs. 36,94,108' 61 

Rs. 41,29,940. B4 
Rs. ~I,06,770'00 

RI.65.3 I ,630·00 

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:-

Lathes . 

Radials' 

Milling Machines 

Grinders 

(Rs. in lRkhs) 

1967-68 1968-69 1969-70 1970-71 1971-72 

No. Value No. Value Nc>. Value No. Value No. Value 

u7 57'IS 208 93'60 55S 266'40 383 191'5° 142 71'00 

29 1I'02 58 23'20 104 41'60 86 34'40 46 [8'40 

38 J7' 10 84 46-20 J63 89' 65 1I0 66'00 102 6[ '20 

32 14'40 61 36'60 103 61'80 98 63'70 79 51.30 

226 99.67 411 199·60 925 459'45677 3~5·60 369 201' 

5.81. During evidence, the Committee enquired as to the manner 
in which small scale industries were encouraged to manufacture 
quality machine tools. The Chafnnan, HMT stated that the small 
scale industry had' consider_bIy impl'o\reditl Ik)phistication and also 
in engineering marketing part of tt. But still if the heavy and large 
scale iftdustryhad to' depend on the sm:an . sclile ancll1aty industries, 
they had . to- impMVe'their quality. The Small Scale'ilidtistries were 
encouraged'to Manufacture quality machine tools by planning' and 
insistin.g that, they buy equipment produc~ by HMT. AJJ 'I'eganis 
the industrial estate it. w,as stated th41t. HMT gives all Ule draw-
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blg'l, designs. lUlT even goes to the extent of negotiatin, 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. regards 
their own ancillaries it was 75 per cent. 

5.83. 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 Govemment/HMT are giving en-
C'Ouragement 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 technOlogy 
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 proftt. 
ably, economically and technologically manufactured by the small 
scale industries and ensure that such items are &iven 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 BMT to give a similar 
lead for development of &maD seale industries to supply items for 
tlaeir manufacturing programme in their other factories also. 

5.87. The Committee note that HMT have been supplying 
machines to the small scale sedor on hire purchase basis. The Com-



mi.ttee would like HMT to maintain close liaison with the ...u 
scale Industries Corporation, the Commissioner for Small seale iadua-
tries centre and the Director of Industries in the states so as 
to study in depth the requirements of machinery for small scale 
seder and make it available in time to the small seale sector. 
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6.2~ A product-wise quantitative analysis of the performance of 

:the units during the years 1966-67 to 1969-70 with reference to ori· 
. ginal and· Tevised targets and the reasons for short-fall is givn in 
. Appendix .... 1. 

6.3. The statement showing product-wise production analyais for 
·"the 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 

I & II-Bangalore 

Ill-Piniore . 

IV-Kalama8sary 

Year 

1970-71 

1971-72 

1967-68 to 1971-72 , 

1966-67 to 1971-72 

(ii) Developed capacity on two shift working as worked out 
by the Managem.ent at actual inefficiency was more than 
the installed capacity in full two-shift working in the case 
of .the following units:-

. Unil.< 

1 & II- BengaJOIe 

III 

JV 

Year 

1970-71 

1971-72 

1969-70 to 1971-72 

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 ·1968-69. 

~504 LS-7 
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6.S. The COJDmittee are surprised to note that the developed 

capacity .. worked out by the management at L;; iL.eiliciellcy or even 
at actual inefficiency on two shift working exceeded the installed 
capacity fixed in full two shift working in Units I, D, III and IV. 
The targets fixed in respect of Units I & II were higher than the 
d"veloped capacity, at 1.3 inefficiency or at actual inefticiency, ex-
cept for the yar 1968·69. AI1 this clarly indicats that both the iDS· 
tailed capacity as well as the developed capacity have not been work-
ed out OD a realistic basis. The Committee have already pointed out 
the lacunae in this regard. They would again like to stress that Gov· 
efnDlent'\MaD8Ioment should Ix the installed capacity ott a rea lis-
tit balls and work out the developed capacity jn a more scientific 
manner so as to setve 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 i'n Unit I & II, for 1968-69 and 1971-72 in Unit III 
and for 1967-68 and 1971-72 in Unit V). 

(ti) the figures 01 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 variou, 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. 



Unit 

III 

IV 

V 

(v) T.aI1lets, fixed for Production in some yean were fat" l~ 
than the.deve1oped'eapwity, 88 indicated below:-

Year 

1968-69 
1969-70 

1967-6R 
I1}68-69 
1969-70 

1966-67 

1967-68 

1968-69 

1969-70 

The extent to which the targets fixed were 
lower than the developed capacity at I' 3 
inefficiency 

43'7% 
23 % 

38 's% 
37'S~~ 
22'S% 

About so% (The developed 
capacity at 1 ' 3 in 
efficiencies had 
not been worked), 

36,4% 

44% 
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 Ihortfall in production to 
targets 

I & II 1967-68 
1968-69 
1969-70 
1970-71 

III 1966-67 
1967-6R 

v 

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

,. 

3~' lSOI 
19' 76~," 
I9" 31 % 
18'8B% 

'4";¢?~ 
40' n% 

(Vi£) FrOm ('v) iltid(Vi) it is clear thflttn SoIne years the target 
fiXed were Ib'tWr mali 'ttiedeVelopai capadfy Imd during 
the ·ia:me·je8rs the acttiiU'prt;ductiott '\ViiS much less than 
tHe tai"get~, paTti~ularJy itt Uhtis J;V and V, 



Unit 

J&n 

III 

IV 

90 

(viii) The extent to which the capacity remained unutilised in 
some of the units is ·inciicated below~-

Year Percentage of unutilised capacity 

1967-68 29'42% 
1968-69 27'21% 
1969-60 16,67% 

1966-67 SO'$I% 
1967-68 04$'79% 
1968-69 3$'50% 
1969-70 30'49% 

1966-67 29'95% 
1967-68 48'74% 
1968-69 55' 37;i, 
1969-70 4r'X, 
1970-71 48% 
1971-72 58' 37% 

1966-67 About 70% 
1967-68 32 ' 75'/:. 
1968-69 52 84% 
1969-70 $2'35% 
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.B. In this regard the management explained the position, in a 
written reply, u follows: 

"The economic recession which made its appearance during 
the middle of 1965 and reached alarming proportions 
during 1967, 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.G per cent 
in 1962-63, 9.2 J?tU' cent in 1~-64 and 8.3 per cent m 1964-66. 
Thereafter there was a sharp deterioration in the rate of 
growth of industrial output. It feU to 4.3 perc ent in 1965-
1>6, 1.7 per cent in 1966-67 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 suspetlded 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, infiationery 
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 ~viva1 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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.'_e~~o~~~g ~~~. ~~. value .. of o~*r~ op. tp~' b~oks of the 
company tor forwarddeUvery duriJ1.g 11112-73 onwards is 

. Rs. '150:00 l~ only. . , 

The curtaihneint of planned expansion in the machine tools 
using industry in the last 2 years of the III plan and post-
PQlle~~t of, tpe IV l?laq. Pla.n by three years which resulted 
in copsi~rable up.utilisedc,,"pacity in macQ.ine tool indus-
t~y also had its adverse ~pact on the working of the 
C011)pany ." 

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 desi~, 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 develoI>ment 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 
~,)mpall.y found that the market was shrinking. The Chairman, 
lAAlT explained as follows:-

"The mark,et is shrinlPng in the common items i.e. lathe and 
following that is Mil~i.ng Machine. That our demand fore-
~ast having been worke~ out for the Plant under different 
sets of conditions an,d assUtnJltions and since that assump-
tion gaye .. ~. idea to the total people to e~pand their capa-
ci1i)r, lot .otc~pa,city was expanded in Milling ~achines 
and Lathe both in 'the private and public sectors. All of a 



sudden recssion eame. Wbatever market . ..was .there,. wu 
shared very competitively between -the Public and Pri-
vate Sector for the lathes and Milling machines. For illi-
tance lathes are made by. .HMT, Kirloacar.and other seve-
ral companies. Milling machiue i. 8Il(lther ,item which is 
produced. by Bharat Furnishers Tapti, as abo Companies in 
Ludhiana and Batala. T1'iese Sllftered common setback 
during recession. During recession we saw what are the 
items which are continuously imported. We found that 
Multi Spindles, Single Spin(il~s, (iear ~ing. machines 
were not produced by the country .and were still beini' 
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 dayio". 

6.12. The Committee pointed out that during recession period and 
later on also the demand for lathes and other milling machines 
shrank ana 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 d.ue 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 red.uced 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 
is 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 ·fpr the past last thr~e months. As re-
~aIKiS HMT ,VI Il:v.l:,Qbad, th~fe, the market h~ not. pick-

-eel up. ·When ~tbe mar,ket .for the pcoducts of ,this faGtQry 
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J.' is 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 au almost in the final stag~, 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 Dote that the adual produdion. 
eluring 1967·68 to 1971-72 was less than the targets in all the units 
except for 19n-72 in Unit I & II 1968-69 to 1971-72 in Unit III 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 MiIlin...~ Machines shrank as the 
demand forecast had been worked out under difterent 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 thnt 
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 eannark-
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 proiectlons should be made and the product.· 
mix incl~ding the diversified items that are to be manufactured by 
HMT should be decided on the buls of a .etalled· analytical· study. 
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The Committee also recommend that tbe :reMODI for shortfaU m 
production Ihould be analysed in ~reater depth 10 that remedial 
.-ea.ures may be· taken and the recurrence of lueh mistakes avoided 
in future. 

C. WorkiDc of Unit IV 

6.18. Shortfall in Production in Unit IV during 1970-71 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 flS 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 djfficulties. 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. 

• 4 

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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. 'Otava:ilable orders getting exhausted because of the .m1s-
apprehension that once· the orders are exbaWited, they 

. <may -not get any. work to ,do. This advenely affected ,the 
production including the production of LT 20 lathes." 

6.20. The Board of Directors decid~d 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, 

(ii) 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 &tated that the following step<; have 
been taken for implementing the suggestions of the technic'a 1 

·commlttee:-

1. Price of .LT 20 lathes has been increased toRs. 19,5001-· 

2. Prod1,lction is beip.g stepped up gradually. We. haye budgeted 
for produ~tion of Rs. 489.00 lakhs during 19'13~74 and production of 
'B.s. ,535.00 lakbs during 1974-75 is expected to be ac:hJ.ev;ed. With the 
introduction of improved incentive scheme in the shops from June 
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1971 and. irl FOUil!irY ffom~ay, 1972 there has ~ aJ? improve-
ment ~th.e oVe#Ji efficiency of workers.. Emphasis. is, also given 
to products like 'Copying' lathes ~d Drum. twTet laUJ.es and a subs-
tantial i~p~; liubstittiti.~ has·~· aalH~~: ,ill ctPete,. .prq44~ts. 
The ~l.l.fflc.~ijre of nrs,t prQtotYp'e m,,~nefor ,T~-l?,Uott:;.wi~h 
high ind.\g~wus Cl;mtent ~ un •. progr~. 

3. For supplementing and balancing the production faci4ties . Wt; 
h,ave alr~ady purchased plant ~ eq~p~ent val~ed at ·Rs.14:50 
l~khs, Orders for pl~t and e.quipment wor~~, 6:q5 l~s h,\ve 
~ready been placed and for plant and equipment worth lts, 31.30 
lakhs the matter is under examination for inclusion of the same in 
capital budget for 1973-74, 

4. Arrangements have- been made for additional cash credit fa('i-
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 manufact~re of pri~tlng machinery 
have been set Up. An industrial engineering department has also 
been set up. 

7. Negotiations with the State Government are in ?rogress 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 Industrhl relations it has been stated that: 

"Due to the existence o,f Multi. Unions and Inter-union rivalry 
Industrial. relations continue to be difficult in HMT IV, 
K,alamassery. There are at present. 8 unions represent-
ing dijferent sectionlt-l interests 8!l,d poUtical affiliations. 
In putting up demands they compete with each other 
making the issues com.pUca~ and an aax:~nt diffi-
cult. There was labpur trouble ill this. unit during 
March-April 1972 resWijng Jl,1.,,8strtke which lasted for 
16 days. The Long term Agreement with the union!! ex-
pired in December, 1972. Labour unions· ,have put up 
. fresh demands some of which. are prima facie umeasDn-: 
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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 dur~ the years 1966-17 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 1.971 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 maUer should be thoroug.hly 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. 

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. 

(il) 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-
cial production in 1966-67 i.e. over '5 years. They enquirAd whether 
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this period could not be considered as adequate for developing the 
efficiency and sldll 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 
G~neral 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 IT! 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 autom.atics 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 tor the delay in 
procurement of orders were: 

1. recession in engineering industries during the years 1966 
to 1969. 

2. 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 machine!:: 
. 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 .. 
always an ililierent 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 ralsmg 
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 H.M.T. the Ministry h3ve stated as follows:-

6.33. HMT -V, Hyderabad eould not take full advantage of th~ 
agreement with Regie NatiQnale Des, Renault, France for the manu-
factut:e of· special: purpoSe machines and had the· ben.efitonly for a 
period of two years. The agreement was approved by the Govern-
ment vide letter dated 8-3-1961. TheagreeJ!DeD.t came into force 
with effect from March 16, 1961 and was terminated with effect from 
March i5, 1968. The manufacture of St>Ms commenC'ed in HMT I 
and II units, Bangalore and were subsequently transferred to HMT 
V, Hyderabad. The Board of Directors in their meeting held on 
July 24, i970 desired that a study in depth be made in respect of the 
work in! of HMT V, Hyderabad to ascertain the r~asons Itl to why the 
Unit was not able to meet the country'Jii demand for Special Purpose 
Machines. Accordingly a Committee consisting the General Manager, 
JrMT, 'V, Hyderilbad 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 
tbe 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) T6 keep abreast of the teChnology in the mlmufacture of 
special purpose machines. the Company shbUld enter into 
collaboration agreements for longer period (the present 
agr~E!nt with Mis. Regie Nationale Du Renault, France 
was reported by the Chairman to the Board of Directors 
in April" 19'72 to be a sort of loose agt'eenlMt for obtain-ins their guidance in designing of special purpose 
machines). 

6.35. The Directors considered th~ recomm~ndations and 
autliorised the Company to (i) negotiate the terM); and conditions 
for technical collabbrattbn agreements for mariufaeture of special 
pUrpose mkChil'les (il) 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. 

AgTeement with Mis. Rll9ie 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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(U) 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 Mis. Cross Company 

6.37. It has been further stated that "in view of the fact that the 
customer prefer S.PMs of Mis. CROSS Company, the company has 
negotiated with Mis. 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 waa 
not proper. The Secretary of the Ministry stated:-

"There was not delay at aU 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 
thi$ impression. From one of his officers, I understand 
that .now the demand for automotive use a.nd 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 tqe entering into an agreement with 11/& 

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. Techoology in this regard has bten very very 
rapidly expanding. We did not like that we should de-
pend on only on.e source for this purpose. There are good 
points as well as shortcomings in the agreement with 
Ren.ault. Even the HMT were teeling, 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 Clross peop1e. 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.t!. 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 quality 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 a.vailable with 
them. Now, we are having our oWn d~sign. 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 maehines have been very good. 'Pro-
ductivity of the people who have been using these 
machines has: considerably improved.· The only thing is 
that our efliciency' has to be built. IpersonaUy believe 

. this technology takes years. I think we are yet to 
achieve that :standard of supel'ine eftlcieJlCY. We need 
more guidance in this line ~ndthe negotiations in this 

504 LS-8 
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respect are already in progress. Our prices have not been 
as good as we estimated. Our people at the shop floor 
ha.\ie'-to ,'learn . .as to how to make those machines and the 

• period 6f 'leacning ds 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 

6.42. Asked whether the Management proposed to improve the 
production performan'ce in respect of these machines, it was stated 
as under:,- . 

'~The ~ demand for special purpose machines in the country on 
average is not golng to be more than Rs. 21 crores to 
3'crores whereas we have a capacity in Hyderabad to 
produce Rs. 5 crores. We have been examining a pos-

.. ~_ibi1ity 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 negotiating very big orders from Asiatic countries-
Malays1a, Stngapere where General Motors and Ford are 
going i'~ 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 
~upply to USSR, to the new project coming up in Singa-
pore and Malaysia. I have {llmost concluded negotiations. 
If -that comes through not only Hyderabad factory will 
have a full load of special purpose machines but it will 
..Pave a technological guidance from a world top class 
Jl}anufacturer in special purpose machines." 

F. Replacement of Plant and Machinery 
6.43. Durilf~ 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 Joim 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 inUially that would require investigation. 
Replacement of machinery worth one crare of rupees Is not very 
substantial. " 
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6.44. In a written reply the management have stated that re
placement flf 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 year.s, 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 escaJation 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 
w.orkshop 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 HldT, if the ·delivery period is 24 to 30 
months, to give quotations at· the begirming of such a 
period, without a clause on escalation." 
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6.46. The Committee enquired whether the pncing policy follow-

ed'11y HMT in 'respect of speCial ptitpose rhachines acts liS an inhibi-
ting factor in getting more orders in view of the stiff compE!titlon 
or whether there was lack of demand for such machines it is stated 
thst:-

"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 ~uilt. It 
depends upo'n the type of compon"~t thallI! r<equired 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 hi 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 tnuch 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 pt"ice. 
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 mucD 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.'8. The 'Committee regret to nOte that Unit V of HMT which 
was 'ntainly set up to meet the demafti for special purpOse machines 

"andFity Alitomaties could not get aaequateorders forthae machines 
. to 'odlis~ ita tap.clty. IThe ordets Meun54 "'Codld libt"" executed 
in time due to IOlver 1,,(t1B1 of "la'houl'eIliC!I~y. Evella period of 
5 years was considered inadequate for developing the efficiency and 
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4ill r.eq.mp4 fqr til" J;Q8puf'ctUJ~ of ~op"*sti~ated ma(!hi~~s a~d 
overcoming the initial production prqbJepls. The Committee further 
note that the agreement' with MIs. Renault co~ld 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 i,nto 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 
Mjs 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 Mis. C,ross 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 Commi,ttee recommend that .the implications of the pro-
pose.d agreement with Mis 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 wol'th 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 examinationl 
verification of their capabilities. The Committee recommend that 
this matter should. be probed into thQroughly and the responsibility 
for the lapses ftxed. 

6.53. The Committee are unh~ppy to note that GovernmentlMan-
aaement are not following any fixed p~icing policy with regard to 
the sale of Speci~IPurJlose )fachines. The Committee feel that 
II)lT with aU tbe teclwological advantage and the experience should 
be able to.p~~du(!e· the ,machinery at eco!,!omic cost. The Committee 
hope that ~th the ,prm;uJ,'ement of' exoprt orders,it should be possi. 
We te J»(!~eaB,e rt1!~~r . prodHc*iQD ~~d reduce 'tlie cost of' production 
80 that pdce mJlY be competitive. 
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H. lJeeDCes issued to Private Sedor Parties for the Maul.dure 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 
Company 

Ucence No. & Item of Annual 
Capacity Date ManufactUre 

I. Ex-Cello-O India L/9/N-2A/S9 
Ltd., Bombay dated 29th 

May, 59 

-%. Raja Bahadur L/9/40/61-MEI 
Motilal Poona dated ,.4-1961 
Mills Ltd., 
Bombay 

3. Tata E~. ano;!' L/9/ 1 84/MT-68 
Locomotive Co. dt. 9-2-1968 
Bombay 

Hydraulic Unit So Nos. 
Heads (known 
as Special 
Purpose 
Machinell) 

Special Purpose 36 Nos. 
Machines 

Unit Construtcion Work 
and special pur- Rs. 100.00 
pose machines lakhs 

Remarks 

Implemented 

Not implemented 
in so far as 
SPMs are 
concerned. 
Implemented 

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 Mis Ex-CeU-O and Mis 
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 Mis. 
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 0·£ 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. 
It is considered that HMT's position has not in any way 
been effected by the issue of licences referred to above." 
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8.56. Asked whether TELCO had applied for the expansion of 
thll!ir project for the manufacture of Special Purpose Machines and 
whether the issue of any further licence for their fUture expansion 
WIiS contemplated, it has been stated that-

I " 

"Mis TELCO have not applied for ·anysubstaf1t1al expansion 
of their existing undertaking for the'.ml!nufacture of SPMs. 
However, in view of the liberalisatiori by utilisation 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." \ 

5.57. During exidence the Ministry ha\re 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.: 14IIDIB-1810FAJI572IPIPROJ II 
dated 10-7-1970 for rough turning 105 mm Shell, HMT V. 
Hyderabad submitted the proposal for ofIix 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. Howe~e.r;1 clearance for. the import of four num-
b~rs Hepburn machines was obtained in March, 1971. 

In March, 1972, the Ordnance Factory Kanpur, approached 
DGTD for clearance for importing Becoma machines for 
&hell 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 
de'Velop 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 1,5-11-1972 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 bad 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 decis.ion 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 
scpoters Government had decided as early as in the middle 
of 1972 to take up a scooter project in the public sector to 
m~t long pending demand, In fact. I was authorised to 
enter into certain discussions with people who could 
furnish the drawings and designs for ~he· manufacture of 
scooters and know-how for this in order to see whether 
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we could obtain some reasonable tenns. 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 elC:port 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.ti1. The Committee enquired whether any proposal had been 
received by the Government with regard to the manufacture of 
ma,~hine for small cars and tractors. The Secretary of the 
Mblistry 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 
competenee 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 mach! .. 
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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 trat'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 Mis TELCO for the manufacture of 
SPMs for a capacity of Ks. 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 Ks. 200 lakhs per annum 
is now under the consideration of Government. The Committee 
would like the Government to fully examine the implicatio.ns 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 convipcing. It has Deen 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 purcha&ed 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 bee.n three fold. First the manu-
fac~re of SPMs in lmit V would have enable HMT to utilise its idle 



114 
cap.acity .in Jw-t .~t. ~~on,dlytbe PubJjc Sedo.r bl addition to 
meet the il':owinl' de~nd fw scooten ~ou,Id have iU:oyided a fair 
CQUlpetition in t~ sale ~ ~ooters. Thir,dly it wou,ld have helped 
the country in the acquisition of adv8D4!ed 'echnolo,y wldch could 
have been certainly better than the technology already available in 
the country about the manufacture of Lambretta scooters. 

6.65. The C~ittee regret to note that Govexnment decided to 
import foQl' F,.y aut~~c lathes required ,by the Defence Depart-
ment in MllI'ch, 1971 without actually examining the capacity of HMT 
macbines to .meet the demand in spite of the fact that ,1IMT gave an 
assurance tbat .lathes of the requisite Horse Power eQuid be manu-
.lactured 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 
r~uired by the Private Sect9r fo,r the manufacture of tractors etc. 
Tbepossibility of gettin, 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 & II 

6.68. Units I & II undertook manufacture bet,w~en May, 1966 
and December, 1968 of 275 numbers of Electrically Controlled Hori-
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 dev~lopeq, was taken up 
within a tight time schedule to meet the urgent. defence requirements 
and to cut the capacity under-utilisation costs.lt has furtberb~en 
explained that the execution of the order, not only led. to the a bsorp-
tion of under~utilisation costs and a foreign exchange saving of 
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lts. 150 lakhs but al80 resulted in the developmel'lt of the desien 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. R~. 

1966-67 70,600 72,328 

1967-68 97,752 99,809 

1968-69 1,13,239 1,15,297 

-------------------------------------------------
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. 90 lakhs and foreign schange 
saving at Its. 150 lakhs, it has been stated as under:-

"Detail~ of development cost are a.l following '-

(a) Cost of design hourS . Rs. 6' 50 ialdts 

(b) Cost of prototype (representatins difference between actual cost 
of production of first batch of machines and setting price 
reatiled). . . . . . . . . . Rs. 14' 30 lakhs 

(c) Extra cost of manufacture due to design alterations and rr.odj-
Heations resulting in variatio~ in efficiency level . . . Rs. ~. 90 lakhs 

(d) Other expenses for whidl detailed rec:ords are not readily available Rs. 3' 21 lakhs 

Rs. 30' 00 lllkhs" 

6.72. The foreign exchange savings have been work~d out after 
taking into account the cost of importing equivalent machihes 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 thanRs. 1'50 lakhslfthe post-Indian 
'Rupee DeValt1atiOh rate of exchange is vieinm HHM HMRF RFR 
-----.--- ..... -.-------.. -~-.. -----_ .. _-----
-At the time of factUal ftrifiClMiOn the Audit .tated as follow. :-

"The ComPIll1Y ha. d not prepared any estimate of cost at the time of 8ubmj"jon of 
·the tencler. The price quoted 111'1& based on the landed cost minus 15% as per pricing 
policy then existing. 

The figures of estimated COlt of production' given by the Management to the 
Committee lire 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) 

B2V machines (uo numbers) 

.---~ 
J -------

. RS.IOO· 04 lakhs 

. Rs. 51' 59 lakhs 

Rs. lSI' 631akhs 

-----_ .. _---------------------_._------ --- - ---
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 selEng 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 
III 

6.75. Out of 410 Electrically Controlled Milling Machines (2D3) 
manufactured in Unit III up to 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. 

(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 rna-
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 Committee enquired about. tl'\e nature of defect$ rec-
tified and whether thesf: defectscould,~of be' taken care of during 
the ,Pfocess of manufacture. In a written reply the management 
stated as follows:-' , , 

UManufacture and assembly of highly sophisticated electrjl. 
cally controlled' milling machines was taken up for the 
first time in the country in a brand new fadory like HMT 
III, Pinjore. The manu'fllcture arid as~embly of these highly 
sophisticated machines require the development of certain 
special manufactaring skills which could be achieved orily 
gradually over a period oftime.f'6r these marhines, very 
good scraping was required to be done and initially 'the 
scraping was not upto the stantiard as our scrapers took 
some time 'to develop the' necessary skills' foi" 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 personn~ at the 
customer's works, than required for handling simple gene-
ral purpose machine's. Any careles~ness on the part of the 
operating personnel at the customer's works would seri-
ously affect the performance of the~e 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 alrea~y 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 sa~e 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 & n 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 lou of Qver 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)manufaetured 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 tbat the Com-
pany had not examined the financial implications before accepting 
the orders which ultimately resulted in a loss to the Company. 

6.S1. 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 laltour. 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 stall'e 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 j n 
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 Units 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:-

I/(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' ~nd guiding the workers in time through 
the Foremen. In fact, we have a performance budget. Ana 
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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7.7. 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 Rarticularly tn 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) a9 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 diversificati~n 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: 
---------------------

HMT I & II, Bangalore 

HMT III, Pinion: , 

HMT IV, KalamasseryJ 

HMT V, Hyderabad • 
--_ ..... ----..... --.--------.-----

1970-71 

69'81 

72'37 
60·86 

, , 7o~76 

! 971-72 
-.--- .. 

68'58 

74'81 

54-75 
65'05 

7.1l. 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 I 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 Uke 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." 

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 11 
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 mark~t was not avail-
able. Wehad 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. Mechanica.! re-
pairs were within control. But you can see that labour 
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efficiency is very very poor and in the fIMT 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 pl'oauction imbalances, 
efficiency variations in the various processes and stages 
of operation etc." 

C. Fuller utilisation of eapacity and improving productiVity and 
inereasing 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 thE!me 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 af~resaid theme, a :;pecial Group 
Plan has been instituted in HMT IV, 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 I & n, 22.48 to 
3l.4 in Unit III, 37.7 to 47.4 in Unit IV and 28.3 to 45.2 in Un-it V. The 
percentage of idle hours to net available hours in respect of labour 
varied from 16.53 to 17.4 per cent in Units I & II, 13.14 to 18.0 in 
Unit III, 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 & II, 64 to 75 per cent 
in Unit UI, 53 to 88 per cent in Unit IV and 44 to 71 percent in UnJt 
V. 
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7.17. The main reasonJor 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 mot;,ale 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 nI, IV & V. 

7.18. The Committee find that the Company are now taking a 
numlter of steps to eliminate idle hours and improve productivity. 
Diversification of production in order to sccure 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 prod"ction. 

7.19. The Committee were informed that the machinery in Units 
I & II of IIMT are getting old. They, therefore, recommend that the 
programme of gradual replacement and provision of balancing equip-
mcnt, 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 
schedulcd programme. 

D. Stall 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 tht' 
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percentage of actual personnel to standard force in each Unit have 
been indicated in the table below:-

Particulars 

Standard force for 2 shift working 

1966-67 
Actuals 

Percentage of actUals to standard force 

1967-68 

Actuals 

Percentage of actUals to standard force 

1968-69 
Actual~ 

Percentage of actuals to standard force 

1969-70 

Actuals • 

Percentage of actuals to standard force 

Units Unit 
1&11 III 

S20S 2431 

SI87 22S3 

100 93 

5083 

90 

4970 

96 

4960 

9S 

2275 

94 

2225 

92 

2270 

93 

Unit Unit 
IV V 

2431 2714 

2081 ,. 1479 

116 55 

2131 

80 59 

2106 

2107 

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:-

1970-71 

Standard Force 

Actuals 

Percentage of actuals to standard force 

1971-72 

Standard Force 

Actuals 

Percentage of actuals to standard force 

HMT 
I & II 

5A05 

4.9S5 

90'34 

HMT 
III 

HMT 
IV 

2,435 

2,261 

S,SIS 204SO 20470 

4,954 2,375 2,265 

89'82 96'62 91'70 

HMT 
V 

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, II and IV during the subsequent three years 
(1968-69 to 1970-71) would he of the following order:-

Units I & II 
Unit IV 

TOTAL 

1968-69 1969-70 1970-71 

1093 

839 
323 

1162 1091 

7.23. In financial 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 d!!ter-
mined after examining the requirements and the standard force re-
quirement as indicated in the DPRs are as follows: 

Tractor Project 

Heavy duty Press Project 

Printina machinery Project 

S04 

816 

Die casting & Plastic iniection Moulding 
machines Project. . . 22~ 

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. Hydersbad. 
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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 c~ter 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 referen2e to rated capacity. During the years 1970-71 
and 1971-72 HMT I & II, HMT III and HMT V had prac-
tically achieved product:on 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 refcrence to 1.3 inefficiency. 

We would undertake the exercise of reviewing the standard 
forcc jf jt is found at a later date that a major revision is 
necessary to attain the targeted production consistent with 
market demands." 

7.31. The Committee 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 fulI 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 feci 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 sbould he undertaken witbout 
any delay so tbat tbe staff may be usefully and economically 
deployed. 

I E. Training of Workers 

7.33. A'S 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 c~ntres 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 SIe'I1iOT 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. 
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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 staft 
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-
cd personnel, continues to pose a problem to the Company." 

7.38. The Committee feel that the recruitment, training and Pl"o-
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-eaidency, 
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 La~ur 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) haV'e proper sales staff t.o market the diversified range 
of machines including highly sophisticated machines; 

(c) have a cadre of sale~ 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 pr~ss 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 Mis. Voltas 
Limited for sale ot Multi spindle Automatics and Drum TUITet 
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 ha~ 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-.51 

.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 hal 
been stated that:-

"In its drive to expand sales the company is always on the look.. 
out for new marketing techniques and innovatioos. 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 EngineeIing 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.S. Apart from the above technique, during 1971-72 the Cbm-
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 becomin.g popular among industrialists particularly 
in the automobile and scooter indus~ies. 
:504 LS-:10 
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(iii) Promotional Sales Schemes 

8,9, In order to promote sales~ the Company had in1lroduced 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:-

Year 

1966-67 

1967-68 

1968-69 
1969-70 

1970-71 

1971-72 

Deferred 
payment 
sales 

scheme 

10'18 

74'84 
loB'S8 

230'39 

214'99 

206'99 

(Ra, in lakha) 

Hire Instalme of 
Purchase scheme 
!lilIes 
scheme 

~'89 2' 20' 

29'64 1'31 

16'39 2'2g 

u'8S 7'46 

8.10. The Committee enquired about the steps taken to bring 
about improvement in the Promotional Sales Schemes. In a writ1len 
reply the Management have stated as under:-

'We have mechanised the sys~m of Deferred Payment and 
Instalment Schemes by printing the necessary proforma 
and distributin.g 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) Demomt1'ations 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 \Wre invited. The Committee enquired 
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about the firln OII'ders received as a result of such demonstrations. 
In a written reply the Management have stated as follows:-

"The main results expected out of such demonstratiollS were 
to make the quality and perfo.rmance of the Company's 
products kno.wn 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 o.f HMT's products 
demonstrated. The sales promotional effects o.f 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 o.f these special demonstrations finn 
o.rders for supply o.f machine tools as detailed below were 
received and the same have since been executed. 

Bombay. 

Calcutta . 

Madras 

Delhi 

Rs. 12' 00 lakhs (Approximat ) 

Re. S·oo lakhs 

Re. 6' 00 Jakhs 

• Re. 22'00 lakha 

" .. 
" 

8.12. During the year 1971-72 the Co.mpany held a demonstration 
o.f 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 o~ the Company's machine tools. They 
showed keen interest in Turret Lathes, Grinders, Mini Chuckers 
and Gear Shapers. 

8.13. The Company also participared 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 o.ther machine tools, an 'Electronic Digital Read Out' o.n 
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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In~ational Trade Fairs and Exhibitions Year-wise detail of 
expenditure incurred on fairs and exhibitions in which HMT parti-
cipated from 1969 to 1972 are as follows:-

1969-70 . 
"",i ... 

• ~ 11)70-71 . 

• 1971-72 . 

RI.l·28lakh, 

RI.6·,79 Iakh : 

RI. 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 t. 
create a very high impression about the high quality of our producta 
in the minds of machine tool users who visit these exhibitions." 

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

1970 -71 

1971-72 

Rs. o· 85 lakhs 

Rs. o· 20 lakl>5 

Rs. o· 51 lakhs 

Rs. o· 61 lakh~ 

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 understandin,~s 
with leading firms like Mis. 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) ExpOTt Offices 

8.19. The Company has opened export offices in Melbourne fer 
Australia and New Zealand, in Luxembourg for Europe and New 
York and Los Angeles for America. 
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I 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 conunenced 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 Mis. 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 JJp 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. Th~ year-wise selling expenses incurred for the maintenance 
of HMT's Offices abroad are .as follows:-

Year 

1967-68 

1968-69 . 

1969-70 

1970-71 

1971-72 

(vli) Consultancy Services 

Expenditw-e incurr,.d 
(in Rs. lalths) 

5'92 

7'07 

11'37 

10'94 

14'9S 

8.25. The Company provided consultancy service to Ceylon. 
As Per the agreement HMT has to render technical assistance to 
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Mis. 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 rom. 

2. Double ended Pedestal Grinder, Wheel dia, 250 mm. 
3. Shaping machine, Stoke-630 mm. 
4. Bench Drill with single speed motor-capacity-13 mm. 
5. Bench Drill with two speed motor capacity-13 mm. 
6. Power Hacksaw, Capacity-200 mm. 
7. Centre Lathe, Swing-400 mm Admit between Centres-

100 rnm. 
8. Bench Drill, Capacity-20 mm. 
9. Pillar Drill, Capacity-20 mm. 

10. Ram Turret Type Milling Machine, Table size 225 rnm x 
1000 mm. 

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

For the various services rendered by HMT Mis. Ceylon Steel 
Ciorporation is required to pay HMT a lumpsum amounting to Rs. 5 
lakhs. As a result of this Agreement HMT also finalised an Ag~ncy 
Agreement with Mis. 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 Mis. 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) Appoint7Mnt of Agents 

8.27. The list of Company's Agents is given in Appendix V. 

The year-wise value of exports through different Age~ts is given 
in Appendix VI. 
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oCommisSionpaid to Agents are as follows:-

:M is. Ceylon Steel Corporation: 

Payable 00 machines supplied, i.e. commission accrued. 

1970-71 

1971-72 

Dlher AIlmt5 iTi Africa 

(I) Batimbhoy Gulamali, Adi~ Ababll 1969-70 

(z) M. Siddik, Khortum, Sudlln 1970-71 

(3) H.Y. Matioub, Baghdad 1971-7Z 

(4) Blyth Greene. Jourdain, Australia 1968-69 
197'l-il 

Rs. ul,oS6' 88 

Rs. U3.747· 81 

Rs. 26.480' 07 

Rs. z64'00 

5,30(' 52 

757'4° 

7,9~9 '00 
1%0,7411 '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 i.e., from G6 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 lakbs in 1966-67 to Ks. 2444.46 
"lakhs in 1971-72. The Committee are informed that the Manage-
ment are in the process of re(!ruiting 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 tborough study about tbe 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 tbat 
with the setting up of tbis Department, the demand survey with 
regard to machine tools would be expedited. The Committee re-
~ommend 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 reo 
quirement of machine tool customer' will pay dividends as the 
schemes intended to help the customers to pm'chase 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 reo 
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 h;.gh 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 reo 
suits 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) AgreemeDt with Mis. R. G. Gardner Machinery Colllpany and 
MIs. Vernick Machinery Company U.S.A. 

8.35. The Company entered into an agreement with MIs R. G. 
Gardner, Machinery Company in April, ~969 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 Mis. 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, H.M.T. explained the posi-
tion with regard to these two agreements as follows:-

"MIs. R. G. Gardner Machinery Co. was an agent for u~ 

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 II 

he fell out with OUr Agent. In the meanwhile, our nego-
tiations with these people were almost finalised but i 
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 ou~ 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 Wpst 
Coast of America. he simply disbanded the agency, he did 
not want to countinue. So now our agents in America ue 
the AMTW .people." 
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8.37. Tue Committee enquired whether the agreement with Mis. 

'IGardner Machinery and Co. was entered into through the Indian 
. Embassy. The Chairman, H.M.T. stated as under:-

"Now our Trade organisations are more eifecient, 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 himsplf 
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. AB regards the claims and counter claims of the HMT Rnd 
-the above two firms, the management hav~, in a written reply, stated 
;AS follows:-

"The case is still pending in the Supreme Court of Toronto. 
MIs. R. 'G. Gardner Machinery Company have claimed 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 ~alims 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) 

,I. Amount due to the company in respect of sale proceeds of machines 
sold by M /5 R.G. Gardner from out of the consiinmen t Btock • 

. 2. Damages for bench of contract 

3. Damages for negligent misrepresentation 

4. Damages for breach of trust 

S. Cost of Ie ~al action 

,6. Such further and other relief as court '.nay deem fit 

15 '00 

2' 50 

"¥JS. 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. Th. Committee find that the Company appointed Mis. R. G. 

Gardner Machinery Co., in April, 1969 as their agenta for the sale 
,~f Company's products in the Western Hemisphere but the same wu 
terminated in December, 1970 as the foreign firm did not fulfil a 
number of contractual obligations'. The alrl'eement entered into in 
May, 1969 with another firm MIs. Vernick Machinery for the Wes-
tern Territory of USA was also terminated in September, 1989 as 
the firm gave up all lines of machines tool distribution. 

8.40. The Committee were informed that Mis. 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 f~vour 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-
formed of the settlement of the claims preferred by the Company. The 
Committee also urge that Government/Company should evolve an 
e.ffective procedure for selection of and entering into agreement!; 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 Mis. American Machine Tools Works 

8.42. The Company entered into an agreement with Mis. American 
Machine Tools Works in February, 1971. The American firm placf'd 
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 mad~ in as 
.follows ;-

-"Orders received 109 machines valued at $ 549290. Or<"C'I"s 
~. executed-77 machines valued at $ 382795. Machines 
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awaiting despatch in the Port-5 machines vaLUed at 
$ 22925. 

8.43. 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 hRve: 
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 exi"ting 
products to suit to the Alllerican Market. 

Unavoidable delay in development of a new variant in cal'le 
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 
of orders as a result of these unavoidable delays in pro-
duction." 

The Management have further stated trat 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 electrica!s 
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 dif-
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 speciaUy procure and chang~ 
these items at their end. This resulted in unexpected de-
lays in delivery of machines by Al'f'rVT to toelr dealers and 

• ,. I customers. Hence introduction of HMT machines ill 
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 

f ' been overcome to a great extent. After release of the 
first order of 76 machines AMTW have released fur-
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taer orders for 33 machines. We do not anticipate any 
tWnculty in aetting further orders from AMTW." 

• 
8.44. Th. Committee Ilote that whereas the Company appoint-

.eel MIs. American Machine Tool Works as their agents for the sale 
of the Company'. 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 eXC!lcuted 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 finn had, to specially procure 
and change these items at their end which resulted in delays in de-
livery of machines by the finn to their dealers and customers. As 
the introduction of HMT machines in American Market was de-
layed, Mis. American Machine Tool Works could not release further 
orders. I 

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 ohviate 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 

8.4£. 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 rases, 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 ~les 
call reports submitted to the Central Sales Office from time to bme. 
The Company stated (March, 1971) that a computer system. has now 
been evolved to have an eftective control over Machines (mcluding 
Fine borin{;! machines) and Fay Automatics: 

8,~7. The Committee enquired whe~her the Company have .been 
:able to exerc;se 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 follow:-

liThe categories of machines marketed by the Company are-
the following:-

l. 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, quotations 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. These 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 Sale;; 
Managers are indicated in sales call Office from time to 
time. The Divisional 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 ina·smuch 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· 
cull.s 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 varioulJ-
offices of the company are adequately replied and followed 
up." . 

The following table indicates the statistics relating to enquiries' 
processed by HMT V, Hyderabad during the years 1970-71 and 1971-
72:--

I. No. of enquiries received 

2. (a) Enquiries for which no 
quotations were sub-
mitted as the manufac-
ture was· found un-
economical 

(b) Quo~ti~ns pending sub-
nusslon 

3· ~uotation8 submitted by 
t ecompany 

4· Quotations waiting custo-
mer's decision 

s· Quotation dropped/rejected 
by customers 

6. Quotations confirmed as 
firm orders 

As on 31-3-1971 
for the year 1970-71 

As on 31-3-J972 
for the year J971-72 

SPMs (in FAY H.B. SPMs (in FAY H.B. 
elusive of FBs) elusive ofFBs) 

28S 24 104 440 30 223 

2I 2 40 7 

12 2 5 IS 9 4 

252 20 99 3R5 .J U*14·+2.219+S* 

42 S 28 162'; S* 94H3* 

200 J4 64 207+7· 2: 2* ISH'2* 

4J 13 7 SJ 8 17 

NOTE : *Indicates the figures carried forward from the year J970-71. 
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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 18'3% 12'8 

FAY 

HBs 

The Management stated (March, 1971) as follows:-

"Even according to our conaborators, if 20 per cent of quota-
tions materialise into orders, the same sho\lld be consi-
dered as very satisfactory for the Special Purpose Mac-
hines." 

4.48. The Committee note that against 440 enquiries receive:d 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 1971-7%. The Committee 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 !'teps 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 
ltuyers. The customers should be offered special payment terms and 
after sale service should be guaranteed. 

8.50. 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 produc.c 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, F314, 

• 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, Drllm Turret Lathes), although 
the pendin~ 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 1969-7Q, 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. As regards the steps to improve the production performance 
in respect of sophisticated machines it has been stated that a 
number of initial production difficulties in the manufacture of, the 
sophisticated machines have been solved. Action has also been 
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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 est.blished 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 
than 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 conlUcting 
demonstration in showrooms, by improving the after sale servicing 
facilities are now Hing taken in order to improve the order position 
in respect of established products. The Committee hope that as 8 
result of such steps the orders positioll 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 
. --- .--- _.----_ .. - --- ---... -
1967-68 10@ 6'15 10 6' IS 

1968-69 94 180'28 2 0'74 96 181'02 

1969-70 88S 784'72 201 44'18 1,086 828'90 

979 96s'oo 213 51'07 1,192 1,016'07 
--- ---,._-------_.-- -~--'-

@ Orders for these machines were subsequently cancelled by the foreign buyers. 
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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:-

(Ra. in lakhs) 
---------------

Yeur of delivery Inland Orden Export Orders 

No, Value No. Valu~ 

10 11'24 

280 162'74 3 
----------- ------- ._---

8.64. In this connection, the Ministry have stated 
1971) as follows:-

(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 prod\1cts, it may 
not always 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 (If 

orders. Out of the machines due for deliver)' prior to 31st 
March, 1970 about 180 machines were due for delivery 
during the period January to March, 1970, In this case 
also, bulk of the orders have been executed in the subse-
quent mont.hs of IInO-71," 

B.65. The Management have now informed the Conunittee that all 
the 293 orders mentioned above have since been executed fully, 

B.66. The age-wise details of pending orders exclusive of consign-
ment orders as on 31-3-11n2 were as follows:-

(value Ra, in lakhs) ---------------------- ------_._---_ .. _-
Year Inland ~xport Total 

No, Value No, Value NO, Value 

1969-70 41 55'119 41 55' 89 
1970-71 206 183'87 206 183'87 
1971-72.1 891 J038'Z5 1038 1089'71 

II38 1278'01 128, 1329'47 ----_ .. -----
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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 34() as per details indicated. below: 

Year Inland Export Total 

1970-71 

197 1-72 

No. 

320 

339 

Value 

0'12 

2'49 

147'99 

No. Value No. Value 

(value Rs. in llikhs) 

18 

0'30 321 

0'30 340 ISO' go 

8.68. l,t has been stated that as on 1-1-1973 out of the above, 106 
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. ~1.79 lakhs related to HMT 
III, Pinjore. The bulk of the machines i.e. 292 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 difticul-
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 bV 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 assilltance 
is needed from Government we extend the necessary 
assistance when for reasons beyond the control of HMT, 
they 8I'e 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. Caaeelladon of Orders 

8.72. The table below indicates the details of the orders cancelled 
together with their value during 1966-67 to ·197]-72:-

(Rs. in lakhs) 

Unitt 1& 11 Unit III Unit IV Unit V Total 
No. No. No. No. No. Value 

1966-67 7 4 13 :l4 II' 81 

1967-68 146 S4 51 SS 306 318'04 

1968-69 54 :l9 8 91 5°'97 

1969-70 47 :l7 14 88 3S'4:l 

1970-71 139 :lI 4:l 3 :lOS IH'S4 

1971-7:l 139 :l:l 39 Nil :zc» 114'S3 

S3z IS7 167 58 914 686'31 
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8.73. It will be seen that the value of orders cancelled during 
1967-68 was the hiihest. The cancellation of erders 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 difficulti86 faced by the f:ustomers (Rs. 102.57 
lakhs) '. 

(c) Diftlculties experienced by the customers in ~etting 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 tbe reasons 
for such abnormal cancellation of orders. The Chairl'lilsn, 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 197()-'H and ] 971-72 
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 ana not for 
special purpose machines. We aceepted the cancellations .ecaus) we 
were late in supplying those machines. These mahines .an always 
be supplied to some othel' customer," 

8.76. The Committee desired to know the financial implications of 
the cancellati.n of orders and enquired whether there was any 
penalty I damages clause for cancelling the orders by tha 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 t~at every order booked will be 
ultimately executed. Cancellation of or4ers, 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 not to suit 
any p~ticular customer requirement, the machines can 
always be reallotted from one customer to another 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 necEfSsity 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 casps, Huwever, where 
cancellation of orders involves machines built specifically 
for customer requirement the company usually forfeits 
the advance received against the order. ]n 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 consif,'Ilment orders) as at the end of 
March, 1972, 340 orders could not be executed although the pro-
mised delivery dates had expired. As on 1st 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 dUHcul· 
ties. 

The Committee need hardly stress that the delay in the execution 
of orders acts as an inhibiting factor in securing further orders 8S 

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 difllculties 
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 hut 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 letting 
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 IJft the machines should be taken as soon 8S 
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:-

ParticuluTs No. Value 
(Rs.lllkhs) 

Machines in Showrooms & exhibitions 20 10'00 

Machines on consignment stock abroad 28S IIS'oo 

Machines allotted and reserved 337 274'00 .. 
Mllchines without orders . 433 245'00 ---

107S 644'00 ---
8.81. During evidence the Committee enquired as to the reasons 

for so much stock of machines lying with the com~ny. The Chair-
man, H.M.T. stated-

"My stock can be split up into stocks held abroad and stock in 
India. I have to keep abroad stock worth Rs. 1-112 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 lakru. 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 act:umulation 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:-

(Rs. in lakhs) .... _-----_. __ .- --_ .. - - -.--~ ------- ---,-,-,-~,-", -_. -.-... -~.-, --- -
HMT III HMTV HMTI&II 

No. Value No. Value No. Value 

1969-70 4 26S 57 4°'4° 

1970-71 9 4J'60 

J971-72 2 K'So 2 7'00 

1972-73 26 49'00 

4 l6S 37 99'10 59 47'4° 

8.85. The major customers are:-

1. Mis. K. S. Diessels. Bombay. 

2. Mis. Escorts, Delhi. 

3. Mis. Primier Automobiles, Bombay. 

4. Mis. Bharat Fritzerner, Bangalore 

5. Mis. Bimetal Bearings, Madras. 

6. Mis. Ashok Paper Mills, Shillong. , 
7. Mis. Kirlosker Oil Engines, Poona. 

8. NSIC, Delhi. 
9. Mis. Fuel Injection, Bombay. 

10. Mis. Mahabir Imports & Exports. 

11. M!s. Divgi Metal Works. 
12. Mis. Sound Zwarad, Gwalior. 

8.86. During evidence the Secretary of the Ministry explain~d 
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 su~ges~ed that there should be a 
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penalty clause for partiE-os 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 fmd 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 R 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 ordeTs. 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 m machines valued at Rs. 245 lakhs were without or-
ders. It has been stated that 194 machines valued at Its. 125· lakhs 
were manufactured ill Unit III merely to utilise the Llle capacity in 
that Unit. One hundr(~d machines valued at Rs. 411.50 lakhs were not 
lifted by the customers durin&, 1969-70 to 1971-72 due tu financial di-
fficulties. 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 cllstomers. 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 Committee recommend that effective procedure should 
... ~ evolved for ensuri!11g 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 order!; for fll!' machines which were manufactured 
in anticipation of orders should be secured without delay so that UD-

due accumulation of stock is avoided. 
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K. Sales Perfonnance 

. 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:-

(Ra, in [lkhs) 
------

Particulars Unit Unit Unit Unit otlll 
I & II III TV V 
-----... --

1 2 3 4 5 6 
--- ... ~ -'-,-.-_. -.-----.. -- -- --- -----~.-- .--
1966-67 

Original budget 963'95 353'00 322'00 160'00 1,798-95 

Revi~('d hudget ' 754'62 145'64 269'00 66'71 1,235' 97 

Actuels 726 '04 136-68 305'45 54'57 1,222- 74 

Excess/Shortfall over 
revised budget (-)28' S8 (-)8' 96 (+)36, 45 (-)12' 14 (-)13'23 

1967-68 
Original budget 717'78 391' 65 241'00 200'00 1.5so'43 

Revised budget 513'00 227'00 231'00 231'17 1,202' 17 
Actuals 515'33 236 '53 212'22 219'34 I ,IK3 '42 

Excess/Shortfall over 
revised budget U)2' 33 (+)9' 53 (-)18' 78 (-)rI' 83 (-'18, 75 

1968-69 
Original budget 635'00 225-00 25 1 '00 182-00 1,293'0 

Revised Budget 619'00 231' SO ,82'00 1711 '44 1,210 '94 

Actuals S68-87 25°-57 196'97 175'27 1,191' 68 

Hxcesti /shortfall over revised 
budget ' , • (-)50' 13 (+)19'07 (1)14'97 C-) 3- 17 (-)19'26 

1969-70 

Original budget 760'00 352'00 283-00 247'00 1,642' 00 

Revised budget 625'00 243'00 198 '00 140-36 1,206' 38 

Actuals 646 -35 258'76 207'46 151' 26 1,263' 83 , 
Excess/shortfall over revised 

(1-- )21' 3S (!- )IS' 76 (-1--)9'46 (-/- )10' 88 (+ )57'45 budget 
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______________ w __ 

2 3 4 5 6 

[970-71 
Original budget 1,000'00 371' 00 337'00 398'97 2,106' 97 

Revised budget 770' 00 286'74 234'00 283'31 1,574'05 

Actual 718 '92 354'2.8 253'13 277'05 [,603' 311 

Excess/shortfall over revised 
budget (-)51'08 (+- )67' 54 U)t9'13 (-)6'26 ( t )29' 33 

[97[-72 
Original budget 10ne')() 52.5'00 2,'6'70 478' [6 2,372' 86 

Revised budget 95 1 '00 593'2.5 301' 06 594' 12 2,439' 37 

Actual 972'02- 649'22 227'11 596 '11 2,444' 46 

Excess/shortfall over revised 
(+)5,09 budget ( t )2.1' 02 (f)55'97 (-)73'89 ( t )1' 99 

------~ .. _--_._-- -----.- ----_."-- .---.-.,,~----

NOTE: (-) Shortfall Actual sales represl"nt sale of mechines and accessories. 
(-t ) Excess (including expotts), sundry jobs and millccllaneous 

. saies but exclude packing case. 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 1 !l70-71 and 1971-72, 

8.91. It is seen that, although the aemal sales, by and large, con-
formed to the revised estimates. thes~ 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 keepin~ 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 estimatE'S was also owing to 
the fact that the Company at the begin'iing 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 Ip.ss than the original 
budgets in all the Units, In 1971-72 actual salt'S 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 Shc>I1falI 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 positipn and other relevant 
factors. In a written reply the Management have stated as unrler:-

"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 rf'vise the sales budget 
also as in the case of other budgets rtepending on market 
conditions, demand position, etc. Some of the other 
reasons which necessitate revision are as follows:-

(i) delay in receipt of orders which does not provide ade-
quate production cycle time. 

(iI) delay in execution of newlexpansion schemes by pros-
pective customers. 

(iii) Cancellation of newlexpansion nrojects, etc. 

L. Export Performance 

8.95. The export performance of the Company with reference to 
the budgetary estimates for the last six years is j·'.dicated below:-

(R., h lakhR) 
-_._---_ .. - . ~-. "--_ . -_._-_. __ .-_ ...... ' -._---. __ .- ,., ._- .'. ... _ .. '-'---' .. ~ 

Yepr Estilnlt1'8 Revised Act\lIIl. Shortfall Percent'lqe 
Original with refer- of short-

ence to t'~11 with' 
orhtin~1 reference 
e~timates to orilli-

nal esti-
mates 

IC}66-67 31'2::1 

196,,-68 II' 45 

1968-69 110'00 70'74 46'65 63' 35 ~7'15 

1('/59-70 180'07 ~7'C'O ·7' 3S 1'11'72 51' 5 

J r 7r.-7I :17'59 101'71 : (j, , ,". 1 ; ,r.7 51 

1971-72 134'26 96 3~ 106· 33 27 92 21 
'._-------, 
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8.96. As regards the shortfall in export targds, 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 onr 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 locpting suitable agents 
were not very successful in America till the appointment of a firm 
in February, 1971. 

B.9B. 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 W1expected 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 ('us tamers 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. 

(c) Impc'sition of additional s1:ll'charge on ocean freight. 
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M, Customer Composition 

8,99, The table below indicates the customer composition of the 
CC'mpany during the year 1966-67 to 1971-72, 

Name of the Unit/Year Govt. 
(Rs, in lakhs) 

Private Total 
Parties parties 

including and exports 
Public Sec-
tor under-
takings 

2 3 4 

Units I & II. 

1966-67 456'97 281'75 738'72 
1967-68 372'49 149'86 528'35 
1:968-69 198'29 376'59 574'88 

1969-70 138'82 S18' 55 657'37 
-1970-71 227'58 499'93 727'51 
1971-72 385' 17 601'83 987'00 

1779'32 2428'51 4207'83 

-Unit III 

1966-67 96'18 '4'93 151'U 

1967-68 169'62 69'98 239'60 

-1968-69 86'90 165'SS 252'45 

1969-70 90' II 173')0 263'41 
_1970-71 144' 8g alS'IS 360'04 

,1971-72 383'52 376'89 660'41 

911'22 955-80 1927'03 

>Lnit IV 

1966-67 225'48 86'10 311' 58 

1967-68 . 173'15 41"4 314'69 

1968..;69 139'36 59'95 199'31 

1969-70 87'84 126'74 214'50 

1970-71 151'05 187'94 ZS8'" 

1971-72 1:&6'34 It3'IO 238 -44-

903'U 534'37 1437'59 

504 LS-12, 
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Unit V 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

168 

2 

0'59 

149'24 

II2' 87 

74'91 

146'S4 

427' 14 

9II'29 

3 4 

54'68 SS'27 

70'58 21982 

63" 15 170 '02 

81' 86 IS6'77 

143'36 289'90 

171' 23 S98'37 

584'86 1496'15 

8,100, The Committee pointed out that the value of sales from 
Government parties including public sector undertakings went 
down during 1969-70 under Units I & II, IV and V and during 1968-
69 and 1969-70 under Unit Ill. 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 andlor 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." 

1.101. The Committee find that throqhout the put yean (ex-
eept in rasped of UDit V for 19167-418 md. 1971-72 aDd Unit m for 
1968-69 and 1971-72) the aetaal sales were far less than the budget 
fl'. moo by the Company on the basis 'Of the sales forecast. In Units 
m and V the sales performanee was not even 50 per eent in 1966-
6'1 of the sale budpta. It has been stated that the Sales budgets' 
haU to be revised keeP.... 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 staft. 

8.102. The Committee are not convinced with the argument put 
forward by the Management with regard to fixing the sale budgets 
on the high side. They would like that realistic targets should be 
fixed keeping in view the order position and other relevant factors 
and the reasons for the non-achievement of targets should lie ana-
lysed every year so as to improve the system of sales. Likewise ex-
port targets should also be fixed as realistically as possible keeping: 
in view the sales prospects and the order position after a careful 
study of the export market. The Committee have already stressed 
the need to step up exports in order to fully utilise the capacity of 
the units of HMT and in order to bring about techological improve-
ments in the machine tool industry in the country. The Committee 
would also stress that the prices of machines for export should be 
competitive and delivery schedule of machines should be adhered to-

8.103. The Committee recommend that the MllDIapmentlGo,v-
emment should keep themselves in touch with the other public 
sector undertakings in order to find out their perspective demand 
so as to ensure that orders are secured for HMT well in advance as 
it takes a lot of time in designing and in the development of skiII 
for a job which is not already witbin the productiOll profile of HMT. 
This will also to a great extent ."oId such imports which are re-
sorted to only in view of urgency. 



CHAPTER IX 

PRICING POLICY, COSTING SYSTEM AND ANALYSES OF 
COSTS 

A. Pricing Policy 

9.1. For the purpose of pricing the products of the Company fall 
into the following three broad categories:-

(i) Established machines; 

(ii) Machines manufactured out of Company's own designs; 
and 

(iii) Sophisticated and tooled up machines under development. 

9.2. The domestic selling prices of the established machines are 
generally fixed with reference to cost of production and landed 
cost of equivalent imported machines of the Company's collabora-
tors' make subject to the constraint of what the market can bear. 
In fixing the prices of the machines manufactured out of Company's 
own design. which cannot be· related to the landed cost. the cost of 
production inclusive of venture allowance and margin of profit are 
taken into account, subject ag. to the constraint of what the 
market can bear. Venture ~e is added to the estimated 
cost at fixed percentage to cover the venture risk. This is not 
added in working out selling prices, which are determined keeping 
in view among other aspects, competition, market demand, custo-
mer reaction, etc. 

9.3. In respect of sophisticated and tooled up machines under 
development, the prices are fixed after taking into account the 
landed cost of the equivalent imported machines of the Company's 
collaborators' make 'andlor the cost of production, subject to the 
constraint of what the market can bear. 

9.4. During evidence the Joint Secretary of the Ministry explain-
ed the position with regard to PriCing Policy as follows:-

41the principles have been laid down by the Bureau of Public 
Enterprises i.e., 10 per cent over the price of any equip-
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ment should not exceed the landed cost. AJ3 re,Bards the 
special purpose machines the prices c:!annot be standardised 
and have to be quoted on the basis of the job that has to 
be done. There are certain categories of machines which 
have been designed by the HMT entilrely on its own. They 
have been offered design entirely or the variations have 
been designed by the HMT. Modifications have been de-
signed by them. So far as these are concerned the pricing 
policy of the HMT has always been on the cost plus 
method system i.e. cost plus a reasonable percentage of 
return not exceeding 12 per cent on the capital employed. 
This method has been accepted firmly whether it is Tariff 
Commission or Bureau of Industrial Enterprises. This has 
been a reasonable basis for priCing products which have 
been entirely indigenously developed. So far as the pricing 
of HMT products are concerned the principles which 
have been laid down have been consistenly followed. 
There have been no deviations with regard to pricing." 

9.5. Asked about the pricing policy being followed in respect of 
Printing Presses and Heavy Duty Presses it was stated that:-

"So far as printing presses are concerned we have assembled 
one machine. So far as heavy duty presses are concerned, 
what has so far been done is at different stages of as-
sembly. We do not consider that we have really gone to 
a stage of manufacture unless indigenous component 
reaches 55 to 66 per cent. Unless the production is stabi-
lised and the indigenous content in these machines has 
come to a stage where it would lend itself to any pricing, 
it will be premature for us to say on what basis pricing 
of these two have been done. At the moment there is 
the component pricing and nothing further is being done 
at this stage. It is only after regular manufacture that 
proper pricing can be done." 

9.S. The Committee note that the selling prices are hed in respect 
of <a> established machine. with reference to cost of production and 
landed cost of equivalent imported machines; (b> Dl8!hines DUlDU-
factured out of Company's own desJgn with reference to eost of 
procluetlon IDcIuding venture allowance at a fixed percentage; 'aDd 
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(c) sophisticated and tooled up machines with reference to cost of 
production or landed cost of equivalent imported macbinesand in all 
tbesecases, the prices are subject to the constraint of what the 
market . can be81'. The Committee have found that in regard to 
sophisticated machines, the selling prices have in several cases did 
not cover even the factory cost of production and have thus, result-
ed in loss. The Committee feel that with the experience now gained 
and the expertise acquired over a period of years, it should not be 
difficult for the Company to effect economies in working, improve 
efticiency and reduce the cost of production, so as to 'obviate the 
necessity of selling its products at loss than the cost price on the 
plea of "what the market can bear", and incur losses in the transac-
tions. 

B. Costing System 

9.7. The Company has introduced standard costing system in all 
the units. The standard costs are worked out in advance for each 
year in respect of the established products (e.g., Lathes, Grinders, 
Milling Machines, Radial Drills, etc.) 

9.8. The table below indicates the range of the increase (in terms 
of percentage) in standard costs during 1967-68 to 1969-70 over the 
standard costs for 1966-67 to 1968-69:-

Name of the machine Increase in terms of percentage 
in 

1967-68 1968-69 1969-70 
over over over 

lQ66-67 1967-68 1968-69 

Lathes: 

LB 17 23 13 14 

LB 20 23 to 24 14 to IS 17 

L 22 Not pro- (-)16 II to 13 
duced 

Grinding Machines : 
~ G 13 \. 2S to 38 S to 7 7 to 10 

G 17 26 to 40 3 to II 10 to 14 

G 22 2 to 3 10 
~ 

Radial Drills 21 to 28 II to 12 4 to 8 

9.9. During the years 1970-71 and 1971-72 the standard coats in 
respect of a number of new products such as Gear Shapers, Single 
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Spindle Automatics, Surface Grinders, Grinding machines type G9, 
Heavy Duty lathes type L45, Grinding machines type K130, Milling 
machines type M2P, EM3, Milling machines type FN2/FT2, Broach-
ing machines, Copying lathes, Drum turret lathes, etc., have been 
fixed. ~ 

9.10. The table below indicates the range of variation in terms 
'Of percentage in standard costs during the years 1970-71 and 1971-72 
-over the standard costs for 1969-70 and 1970-71 respectively. 

Name of the Machine/Unit 

HMT I & II Bang%re 

LB 17 700 

1000 

LB 20 1000 

1500 

L 22 TP 

UP 

G 13 300 U 

300 P 

300 'PL 

500 U 

500 P 

800 U 

800 P 

IQ I7 500 U 

500 P 

BooU 

800 P 

'G 17 1200 U 

1200 P 

G 222000 U 

2000 P 

Inctease in terms of % age in 

1970-71 
over 1969-70 

2 

(-)0·4 

(-)0·3 

(-)0·82 

(-)0·74 

21·93 

26·35 
15·21 

13·28 

16·75 

14·82 

13·64 

14·75 

13·65 

23·26 

18·78 

14·96 

U·U 

14·°3 

I3'43 

13·96 

1971-72 
over 1970-71 

3 

1·68 

2·18 

N.P. 

N.P. 

(-)0·89 

0·65 

N.P. 

(-)1·60 
(-)1·90 

(-)0·20 

(-)o·S8 

No change 

N.P. 

9·93 

'·99 
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RM 60 
61 

6a 

63 

65 

HMT Ill. Pinjor, 

M2 
M2P. 

EM 3 

MITR 

HMT IV,KaZamas,1ry 

H 

LB 
LT 
Copying lathes 

T1.Uret lathes' 

17. 

2 

1$'56 

23'05 

22'86 

22'58 

17'9$ 

7'33 

2'14 

26'39 

30'77 

32'75 

Note: N,P,-Not Produced. 

C, Actual Costs 

3 

(-)12'03 

(-)8'85 

(-)P'41 

(-)0'20 

(-)8'05 

No change' 

16'08' 

31'98 

12'57 

3'93 

3'89 

9,11, In Units I & II, Ill, IV and V actual costs are collected 
under batch work orders except in the case of the special purpose 
machines where individual job orders are opened, In Units I & II 
batch orders are not closed till the end of the financial year when 
the cost of all batch orders in the same family during the year is 
ascertained collectively, The total cost is then distributed to each 
machine pro rata, In this connection, the Company has stated 
'(March, 1971) as follows:-
~.,.... "As the Company was passing through a period of recession, 

it was not possible always to take up the assembly of 
machines in economic batch qU!antities, Hence, it was 
considered desirable to ascertain the cost of machines pro-
duced under several batch orders at the end of the year 
as otherwise the costs would have shown unrealistically 
wide fluctuations," 

9,12, During evidence the Committee enquired whether the 
method followed by HMT for ascertaining the costs of each machine 
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on the basis of the collective cost ascertained at the end of the year' 
for all batch orders in the same family in Units I & n was scientific. 
The Secretary of the Ministry explained the position as follows:-

., "We find that typing to cost a particular machine on the basis· 
of one batch cost is likely to lead to results which may 

" - \.. If 
not be quite correct. What has been suggested in that. 
suppose in a given year we produce 50 machines in 10, 
batches of 5, we should cost 50 machines separately. 
Generally, prices are fixed on yearly basis. We take the-
run for the whole complete year of the batches together 
and then arrive at costing for the entire year and, there-
fore, it is not quite clear to us in the first place what 
benefit we would get by fI'lagmenting the cost in batches· 
of production because several other conditions will vary 
from batch to batch and it may not be quite possible to 
arrive at costing of a particular product unless we have-
the experience of whole tun if production for one year. 
In OUr submission the present method of costing for the-
whole year may be allowed to be retained." 

9.13. Asked whether the system was scientific, it was stated that 

"I would not say that it is scientific but nothing is really very' 
scientific-it is being done all along. What I would say is 
that in view of the fact that unless we would like to have-
our experience of cost of certain type of machines over a 
period of time, it would be difficult to cost each batch of 
production. We would not ~e able to derive any inference-
from that which will help us in either pricing the com-
modity nor we would be able to take any decision with 
regard to raw material or inventory." 

9.14. Asked whether it would be possible to localise inefficiency 
by that method, it was explained: 

"The conclusions which may flow batch costing may not 
,. - really be correct and the action which we may take on 
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¢he basis of this inference may not really prove to be 
correct. In the context of our experience, even in a highly 
-.efficient organisation, in an ideal situation, the batch cost-
ing is not possible, as it is almost concurrent costing. I 
would submit that batch costing is not likely to help us 
very much at this stage." 

'9.15. With regard to the method of ascertaining the costs, the 
Management have stated in a reply as follows:-

... , 

"We do not find anything particularly wrong with the system 
followed for ascertaining the historical cost of production 
on an yearly basis. In fact, in our opinion, this system 
bring about uniformity and consistency in annual cost for 
the purpose of cost comparison from year to year. In 
this e(mnection would also like to point out that in view 
of the variations in sizes of batch, non-standard wo~king 
conditions etc. the ascertainment of cost on batch to 
"batch basts may not really iooicate the correct position of 
historical cost and hence may not serve the purpose effec-
tively. In this connection it may be pointed out that the 
'historical cost of production cannot be taken as the sole 
guide either for detennining the selling prices or for exer-
~ising the cost control." It was added that "steps are be-
ing taken from time to time to improve the production 
performances on the basis of facts and figures recorded 
in the monthly labour activity statement, machine utili-
-salion statement, effiCiency trends, non-conformity reports 
for rejections of components etc. The performance trends 
as indicated by these periodical statements are discussed 
in the unit-level management meeting periodically. and 
action is taken wherever practicable to improve the per-
formance and reduce the cost. In fact this service the 
purpose of cost control more effectively. In these circums-
tances a c'hange in the existing practice which may not 
serve the purpose more elJectively than the present system 
is not considered necessary." 

-D. 'Batch-wise Variations in the cost 

9.16. In Unit 111, it was noticed that the factory cost of the same 
-type of madU~ "varied widely from batch to batch as would be evi-
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,dent from the illustrative cases given below:-

Type and year of production 

1968-69 

Milling Machines 

Batch A 
Batch B 

MzP Milling Machines 

Batch A 
Batch B 

1969-70 

MzP Milling Machines 

Batch A 
Batch B 

F3 Milling Machine. 

Batch A 
Batch B 
Batch C 

Increase (+ )'decrease (-) in terms 
of percentage over actual 
cost 

Materia) Manufactu- Tota) 
cost ring cost Factory 

cost 

(+)100'. (-)S7'1 (-)"'9 
(+)183'3 (+)300'5 (+)243'7 

(+)zIJ'8 (+)IIS'O (+)160'3 
(t)17z'3 (+)143 '4 (+ )IS7'1 

(-)91'1 (+)I6z'S (+)lzI.3 
(-)94'8 (-)50'1 (-)7S'9 

(+)145'1 (+)279'8 (+)196'3 
(-)76'8 (-)60'9 (-)70'8 

(+ )zso'8 (+)206'9 (+)234' 1 

9,17, In this connection, the Management have stated (March, 
1971) as follows:-

(a) Additional materials are issued for the manufacture of 
extra components to take care of rejections in the manu-
facturing and assembly stages and surplus components left 
over are transferred to finished part stores for heini 
made available for use in subsequent batch production, 

(b) Manufacturing costs are subject to fluctuations depending 
upon the varying levels of effiCiency of workers from batch 
to batch for various reasons and also due to variations in 
batch quantities, machine variants and working conditions, 

(c) Most of the components which are commonly used for 
more than one type of machine like M2, M2P, etc, are 
manufactured under one work order but are subsequently 
transferred to various batch work ordel'S where such com-
mon components are requir~, 
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9.18. The Ministry have stated (December, 1971) that variations 
were also due to the following factors:-

(a) Use of non-standard materials due to scarcity /non-availa-
bility of number of essential raw materials. 

(b) Manufacture of machines for the export market also con-
tributed to the higher cost of production and variation in 
batch costs. 

9.19. The Committee enquired whether the Company considered 
that the present system of not affording the c:redit for surplus com-
ponents to the relevant batch order was scientific. Similarly whether 
the loading of cost of commonly used components to one work order 
was justifiable. If not, what steps had been taken to rectify these 
deficiencies. 

They also enquired whether any detailed investigation had been 
conducted to find out the reasons for such violent fluctuations in the 
factory cost from batch to batch. 

In a written reply it has been stated that 

"it would not be correct to make any batch to batch compari-
SOn when costs incurred in each batch are no comparable 
strictly on like-to-like basis and that any comparison 
would at best be made only with reference to only cost of 
production. 

As the average cost for each product was worked out at the 
end of the year the necessity for giving credit for surplus 
and transfers from batch to batch was not considered neces-
sary. In this connection we would like to inform you that 
batch costing system was discontinued in HMT III, Pinjore 
from 1970-71." 

E. Increase in Actual Costs over Standard Cost 

9.20. The details of the increase in terms of the increase (in term 
of percentage) in actual costs over the standard cost for the last six 
years where standa.rd costs have been fixed by tile Company are 
given in Appendix VII. 

·9.21. It is seen that notwithstanding the fact that standard cosis 
had been increased annually, the overall costs were higher than the 
standard costs ,in all the years in respect of all the items. 



179 

.9.22. In this connection, the Management have stated as follows:-
(a) The Machine Tool Units were not able to utilise to the 

fullest extent the available capacity during the previous 
years. Consequently, capacity variance costs had to be 
included in the actual cost of production. 

(b) Extra costs are incurred due to non-standard working 
conditions like low-batch production, non-availability of 
right type of raw materials, special quality to be maintain-
ed for export markets, etc. 

(c) Standard costs are worked out for a standard production, 
whereas actual cost of production includes extra variant 
costs an also built-in accessories charged at extra selling 
prices. 

(d) Interest on cash credit is not included in standard costs 
whereas actual cost of production is inclusive of this 
charge. 

(e) There will be variations in efficiency in actual production 
of machines for various reasons. 

9.23. The Ministry have further supplemented (December, 1971) 
the above reasons as follows:-

(1) Increase 1n the actual costs was also due to unsteady 
prices for the raw materials and scarcity or non-availa-
bility of raw materials from the direct sources. 

(2) Increase in the cost of.production of Lathes was mainly due 
to increase in material costs and wages and operating 
costs, rejections and batch quantity variance etc. 

(3) The higher cost of production of the Grinders in 1968-69 
was attributable tEl higher percentage of rejections, manu-
facture of replacement components in small batch quan-
tities, t-ighter quality control measures and production of 
lesser number of machines. 

9.24. The Committee enquired about the steps taken by the 
Management to control contain costs, especially by stepping up effi-
ciency in the uses of men and material and reduction in percentage 
of rejections. The Management have in a written reply stated as 
'under:-

"Periodical study is conducted of the various aspects of the 
working of the factory by the unit level management to 
control the cost to the extent practicable. During 1970-71, 
1971-72 there has been an qverall improvement in the uti-
lisation of men and machines. There has also been signt-
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ftcant improvement in the overall efficiency of workers. 
There has also been an improvement in the cost of produc-
tion in a number of cases and percentage of rejection has 
also shown an improvement in a number of cases. 

Apart from controlling rejections to bring about reduction in 
material consumption it may also be pointed out that 
attempts are being made to reduce the cost of production, 
more particularly the material cost by adopting the value 
of engineering techniques. Secondly action is also taken by 
the Company to place orders directly on the manufactu-
rers in time to brin~ down the cost of procurement. 

Further in view of the raising trend in the cost of raw mate-
rials both imported and indigenous for several reasons be-
yond control of the company the inevitable increases in 
cost of procurement cannot altogether be avoided." 

F. Actual Hours vs Standard Hours for the manufacture of Machines 
9.25. Details of standard/planned time and the actual hours there 

against in respect of developmental machines for 1970-71 and 1971-
72 are as follows: 

Standard & Actual Hours for the years 1970-71 and 1971-72 

Type of Machine Std/Eat.hrs. Actual Hours 
1970-71 & 

1971-72 197t>71 1971-72 

1 2 3 4 

RMT 1 & ll-Bomalor, 
L-4S 4,200 5>460 5,166 

SG 2J386 3,245 3,030 

GS I J588 2~39 2,064 

SSA 2,686 3,868 3>465 

MSA 2,100 3,003 2,814 

GH 1,010 1~63 1,263 

Me 942 1,187 1,083 

G9 788 1,087 961 

llMT ll1-Pilfi.,., 
MITR 497 830 755 

RWS SI4 997 961 

RISZ 16 x "50 900 1,908 1>4%2 

J, 16)( 1600 1,3S0 2,862 2133 

.. 25 x 1600 1,3S0 2,862 2,133 
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HMT IV -Ka/a"...mery 

Copying Lathes . 

Drum Turret Lathes 
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2 

J,754 

1,500 

3 4 

3,253 

2,680 

-------_._---_._-----_.------ - ----
9.26. It has been stated that the variations between the standard 

and actual timings are mainly due to the following reasons: 

(i) Fluctuations in inefficinecy during the initial stages of 
. establishment of new products. 

(ii) Batch size variations. 

(iii) Non-standard working conditions. 

(iv) Non-availability of special tools, jigs and fixtures. 

9.27. The Committee enquired whether any improvement had 
been made in the framing of estimates for standard/planned time in 
the light of experience gained so far. It has been stated that 

"The estimated time for the various operations are periodically 
reviewed by our Planning Department. Whenever a change 
in the standard/plannea time is warranted by justifiable 
circumstances, the same is revised and the revised timings 
are indicated in the operation layouts released for the 
manufacture of various components making up the total 
machine. Corrective action is also taken wherever found 
necessary." 

9.28. The Committee Dote' that the Company is following standard 
costing system in aU units. The Committee find that the standard 
eosts are varied from year to year eveD in established porduc:ts like 
lathes, grinding machines, drills etc. Even then the over-all costs are 
higher thaD staDdard costs due to UDder utilisation of capacity, low 
batc:h productioD, variation iD efllciency etc. 

9.29. In regard to actual costs, the Committee 8Dd that these are 
c:oJIected under hatch work orders except in the ease of SPM. in 
Unit V where they are hased on job orders. The job orderl In Unitl 
I & n are closed aDnually, COlts ascertained collectively and distri-
buted pro-rata to each machine. In Unit III, the Factory costs (or 
lome type of machiDes vary from batch to batch. The Committee 
would like that the reasons for the various situations .bould'be care-



182 

.fully analysed and suitable remedial measures taken to put the 

.costin, on scientific lines. 

9.30. The Committee feel that as standard/planned time estimates 
.are based on technical exercises conducted in detail by competent 
technical personnel, there should not be wide fluctuations. The 

·Committee feel that present system of not affording credit compo-
ciency of men and machinery fixing norms for consumption of mate-
.components to one work order is not on scientific lines. 

The Committee also recommend that the Company should take 
suitable measures to effect economies in costs by improving the effi-
.ciency of men and machinery fixing norms for consumption of mate-
rials and bringing down the precentage of rejections. 

G. Loss on the Manufacture of Special Purpose Machines 

9.31. It was noticed that, out of 152 Special Purpose Machines 
manufactured in Unit V upto 1969-70 the Company incurred losses 
.aggregate RS.' 61.86 lakhs in respect of 106 machines. Ln 39 cases, 
the Company could not even recover factory cost and the difference 
between the factory cost and the selling prices amounted to Rs. 14.15 
lakhs. The special cost and administrative cost on these machines 
amounted to Rs. 32.74 lakhs. The Management attributed the follow-
fng reasons for the losses incurred in Unit V:-

(a) Each and every SPM has to be designed and manufactured 
separately to suit the individual customer's requirements 
in each and every case involving designing and manufac-
turing toolings individually to suit customer require-
ments. 

(b) Designing and Engineering expertise for the manufacture 
of SPMs take at least a minimum period of 7 years. 

(c) Manufacture and assembly inefficiency due to labour force 
recruited being quite new and hence the operating level 
of efficiency was also very low anq further the efficiency 
is bound to be comparatively low as special purpose ma,:, 
chines do not admit themselves fully to the mass produc-
tion technique. 

(d) Capacity variance cost due to non-utilisation of the full 
available capacity due to appearance of recession almost 
from the year when the factory was ready to commence 
production. If the capacity under utilisation cost is ex-
cluded, the cumulative position would reveal a loss of 
Rs. 62,000 only. 
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9.32. The Committee enquired whether the estimates framed by 
the Company for undertaking manufacture of 106 machines envi$-
.aged. loss and whether these estimates were framed after taking 
into account the prevailing level of efficiency and designing and 
.engineering difficulties, capacity variation costs, etc: 

9.33. In a written reply the Management have stated as under:-

"No loss was envisaged at the time of the preparation of esti-
mates. As the manufacture of SPMs was taken up for 
the first· time in the country by HMT, we did not have 
the necessary data to prepare the estim'ates in conventio-
nal way shOwing the material cost, workshop cost etc., 
separately. We have adopted. the method of block estima-
tion as was being done by our collaborators. 

'The actual10sses were investigated with reference to the esti-
mates perpared earlier and corrective action was taken 
to the extent possible while submitting the future 
quotation. 

9.34. Asked whether the Management expected that preparation 
of estimates on comparable basis would be practicable so that it acts 
·as an effective tool of Managerial Control. It has been stated that: 

"Base on the actual cost data collected in respect of machines 
manufactured so far we are compiling comparable cost 
data group-wise to form basis for preparation of estimates 
and submission of quotations for similar groups. In 
addition we are also making every effort to increase the 
standardised content of SPMs to have better cost control. 
The estimates comparable with the actual cost data can be 
prepared when 11 high degree of standardisation is 
achieved. 

9.35. As regards the losses incurred by the Company in the manu-
'facture of special Purpose Machines in 1970-71 and 1971-72 it has 
been stated that: 

"Out of 45 Special purpose machines (excluding SPMs manu-
factured for Company's own use) manufactured during 
1970-71, 12 machines resulted in a loss of Rs. 5.12 lakhs. 
Similarly out of 53 Special Purpose machines manufactur-
ed during 1971-72 (including one prototype), 5 machines 
(including one prototype) resulted in a loss of Rs. 4.05 
lakhs. Out of the special purpose machines manufactured 
during 1970-71 and 1971-72.the company could not recover 

"504 LS-13. 
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cost in respect of 11 machines and the di'fterence between. 
factory cost and the selling price was Rs. 4.29 18'k'hs." 

9.36. DIe ConUnitt. I'~INC te .. te t .... GUt of JSQ SPIh WI"", 

factured in the lWtV upto It71-72, the Company inClltt" ..... 
agar«watj~ as. 71 lakbs .in respect of 123 machines (about 58 per 
cent of the total) and in 50 cases the Company could not even reco".· 
the factw, c88t$ aad die loss en this aceeUllt alone ~teI to ... 
18.44 IakJas ... The COID'JIlittee lad t1tat die lo8ses wefie .. inly ... 
to estimatea not beialg reeiistic takiac inw ~Gunt the actual ineli-· 
cieacy, 4eiipiae .. engineeriac tliftic ... lflies dc. The Committee 
suuest thatt_ reasons for tee lasses should be mere critically __ . 
lysed .tII RitaWe retIletlie1 Dl~su.res taken ~ eftect eCOllomies ia 
cost of production by im&Koving eftieieBc), and .. ximising out pat. 
The Committee also, suuest that preparation of estimates and systelll 
of costing should be on scientific lines and on reafistic basis so that • 
comparison of actual cost with estimates is always possible to locate 
the areas of deficiencies and to enable the management to take 
timely corrective action. 



CHAPTB X 

MATERIAL MANAGEMENT AND INVENTORY CONTROL 

A. Inventory Holdings 

10.1, The following :table indicates the comparative 'position oft'he 
inventdry and its distribution at the close of the last six years:-

(Rs. in lakh~) ._---
1966-67 1967-68 1968-69 1969"-70 197(>71 1971-7~ 

RIiw.mltcmls and 
204'87 components 166'59 J7S'-85 ~75'S6 353' II 439'21 

Stores Ind spare 
I*1s. 139'96 142'79 134'66 149'42 203'99 223'43 

Tools and mstrii-
ltIeml 152' 80 162'43 ISI'06 132'65 147'22 153'04 

W <1r~s~fn-"Jitotm8 318'08 S1B'I4 378'76 ~13''311 523,'69 526'69 

Finished goods : 

Machine tooh 2~2'53 292'71 3°8'09 395'08 523'55 728'49 

Wrist watches 2'99 5'43 4'67 2'65 2'-4:I 2' 17 

I,OO~' 95 1,3~6' 37 1,IS3' 09 1,368' 74 1,7S3' 97 2.0'73'03 --_._, 

10,2. The following table gives position with regard to inventory 
hdldings, wbrk in progress and stock of finished goodi:-

Year 

1967-68 

1968-69 

ISt9-70 

1970-71 

1971-'72 

" 

Stock of raw materials 
and components, stores 
and sl?are8 aI}d tools 
and initnlJl1eftts if! terms 
of C:PllslUllption require-
J!ltrlt, 

7'3 ti-aOl1th le c<ins1:iinption 
'requirement, 

10 " 
9'5 " 

" 
6'3 " 

Work in Progress 
in terms of vahle 
of Production 

2' 4 monfh'svalue 
of Production 

3'4 tt 

3'1 ., 
~'7 " 

2·8 .. 
2-0 " 

Stocb ~c:IfiInisJwI 
goods in terms 
of value of sale, 

1 "8 filonth's value 
ofaale, 

2'4 " 
2'~ " 
2'9 .. 
3' I .. 
~,o " 
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Finished goods as on 31-3-1972 was inclusive of 26 . machin.el 

value at Rs. 10.51 lakhs which had been lying in stock for more than 
3 years as per details given below:-

Nos. Value (Rs.laiths) 

HMT 1&11, Bangalorc z3 9'48 

HMT III, Pinjore 3 l' 03 

z6 10'51 

10.3. In a written reply the Management have informed the 
Committee as follows:-

"There has been increase in inventory holdings of finished 
machines. The value of machines held without orders as 
on 31-3-1972 amounted to Rs. 245 lakhs representing about 
8.3 per cent of total turn-over. With the exception of the 
finished stock, the inventory holdings are considered rea-
sonable keeping in view not merely the current production 
programme but also the projected production programmes 
and the need to maintain buffer stock of critical raw mate-
rials. 

The closing stock of machines is slightly on the higher side. 
We are making all out efforts to reduce the inventory of 
finished stock of macbines to a level of Rs. 5 crores by the 
end of 31st March, 1973." 

10.4. The Committee enquired about the steps being taken to sell 
the 26 machines which were more than 3 years old. It has been 
stated that: 

"Out of 26 machines,. 4 machines value at Rs. 1.50 lakhs were 
actually held in showrooms for exhibition purposes and 
hence they cannot be considered as available for outright 
sale. As regards balance machines, the sales department 
is making every effort to dispose off the same as expedi-
tiously as possible. All the machines held in stock for 
over 3 years are general purpose machines only." 

10.5. The Committee .note that while BMT have brought down the 
stock of raw materials and components, stores, spares etc. from 7.3 
months' consumption in 1966-67 to 6.3 months' consumption in 1971-
72, the stock of finished goods in terms of value of sale has increased 
from 1.8 month's in 1966-67 to 3 months' in 1971-72. The increase has 
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been appreciable from Rs. 523 lakhs in 1970-11 to &s. 728 lakhs in 
1911-72. As admmitted by the Management, the closing stock of 
machines is $.Ughtly on the higher side and the value of machines 
held without orde~s as on 31-3-1972 amounted to Rs. 245 lakhs. The 
Committee were informed that efforts were being made to reduce 
the inventory of finished good~ to Rs. 5 crores by 31-3-1973. The 
C;ommi.ttee also find that 26 machines worth Rs. 10.51 lakhs are lying 
in stock· for more than 3 years. The Committee are at a loss to 
understand as to wby machines worth more than Rs. 2 crores were 
manufactured without any orders therefor and why 26 machines are 
lying in stock tor over 3 years. The Committee recommend tbat 
this matter should be thoroughly investigated, The Committee all' 
convinced as earlier observed in this Report that tbe production of 
the machines has not been related to the demand projections with 
the result that the Company has been accumulating stock for years 
unnecessarily' loading the inventory. The Committee hope that the 
company would ensur~ that at least, in future, production of machi-
nery would be related to the actual demands and assured off-take. 
The Committee Irecommend that the company should take suitahle 
steps to clea.r the existi~ stock of finished goods as early as possible, 

B, Slow Moving and Non-Moving Stores 

10,6, According to the Company, items of stores which have not 
moved for more than a year are c1as~ified as 'slow-moving' and 
those items which have not moved for over 3 years are classified as 
'non-moving' , 

10,7, The following table shows the value of slow-moving and 
non-moving items of stores for the last six years for all the Units of 
the Company, 

(Value in IBkhs of Rupcu' -----_. __ ._----... 

Year Total Value of Percentage Value of Percentage 
inventory slow- to non- to total 
holdings moving inventory moving invrnroTY 

stores holdings stores holdings 
(induded 
in Col. 3) 

_ .... -----_. 
1966-67 459°35 53°10 1l'6 9' 30 2'0 

1967-68 510'09 68°30 13'4 16'26 3'2 

1968-69 461' 57 69'09 J4°9 22'34 4'8 

1969-70 557'63 65·38 1l·7 21'43 3'8 
1970-71 704'32 56°48 8'01 27'05 3'd 
1971-72 815°68 45'26 5'54 26'23 3°2 ------
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10.8. The Ministry have stated that bulk of the slow jnon-mpving 
items were represented by tools and instruments,· which, by their 
nature, have to' be siow moving, more particularly in respect of im-
ported and indigenous tools involving a long delivery period. 

10.9. The COJJ1Plitt~e note that the value of slow-moving and 
~on-lIJovill~ stor~s a~ on 3~.3. 72. is of the order of &.45.26 lakhs out 
of which stores of the value of Ks. 26.23 lakhs have not moved loti 
ov'er 3 'years. The Committee are ~f the view' that tllis Ilituaion WOUld 
no~ ha:ve ~scn ~nly purcha:;e of stores had been made on the basis of 
... , , . '. t I:"'·' • . 

actual requirement:; of Ilroduction. The Committee recommend thllt 
th'e stores shoul4 be revie~~d and items really surplus to require-
mJ'nts should b~ identified and disposed of in the ~stinterests of the 
c'omp~ny, as accun.niuhltion of these stores is otlly blocking the cap~
tal. The Committee reco~mcmd that a througb review of all the slow 
moving! non-moving stores should be undertaken immediately, re-
asons for slow!non-moying analysed and suitable remedial measures 
talten to prevept recurrence of the same. The Committee also re-
commend t~t stores-rea:iy sqrplqs to requirements shoqld also be 
identified and action taken to transfer them to other public under-
taking where they may be useful. 



XI , . 
W.A!TCH FACTORiES 

A. Watch factory-I, Bangalore 

11.1. The Government of India entered into a Technical colI abo-
.'!ration agreement on 25th March, 1960 with MIs Citizen Watch Com-
pany Limited of Japan for the manufacture of wrist watches in 
'Jndfa~ The agreement was subsequenMy assigned to Mfs. Hin'dustan 
-.chine'l'oolS Ltd: for implementation with e1fect from 2nd January, 
1961. Under the agreement the watch factory is to produce two 
types of wrist watches viz. type 'D' for Gents and type 'R' for ladies. 
'The factory went into commercial production from the year 1963-64 
: i.e., 1st April, 1963. ' 

11.2. The construction of the faotory was taken up in January, 
1961 811d was completed during October, 1962. There was a delay 
of. 9 months in the construction of the factory as a result of an un-
foreseen defect in the title to the land originally selected for the 
factory. In order to avoid further delay the Company acquired land 
at a new location. 

B. Expansion Project-Watch Factories II & III 

11.3. For meeting the growing demand, Government desired in 
1866 to set up another Watch Factory in the Kashmir Valley. As 
the Government could. not get either a foreign collaborator or any 
private enterprise to undertake the job, it wes decided in May, 1968 
to entrust this project to Hindustan Machine Tools Limited. A 
feasibility report prepared· by the Company in March, 1969 and 
submitted to Government envisaged that: 

(i)' an integrated watch factory covering both manufacture 
and aNelDbly be set up in Kashmir w4th a capacity of 
3.QQ;OOO watches per year and 

(ti) the Bangalbre factory be expandM to manufacture an ad-
ditional 2,00,000 sets of watch components per year for 
automatic and calendar type of watches. 

11.4. As on date the construction of watch faetory· II. buildiDg in 
Bangalore is almost complete and the installation of Plant and ma-
~. i •. goc:dn, on· a.'· pet' scl1ed1l1e. 

189. 
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11.5. The assembly of automatic day and date watches has com-
menced during 1972-73. 

11.6. During evidence the Chairman, HMT stated that about 3,OOf) 
persons were already wearing these watches and by approaching 
these persons individually it has been found that time",keeping was 
excellent. 

C. Production Performance-Watch Factory-I 

11.7. The table below indicates the estimated production as per 
collaboration agreement, original and revised budget estimates met 
actual production during the years 1966-67 to 1971-72:-

Year 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

Figures in Nos. 

, 
Estimated 
production Budget production 
as per 
collaboration Original Revised 
agreement 

2,40,000 2,,40,000 2,40,coo 

2,40,000 2,40,000 2,50,coo 

3,60,000 3,00,000 3,01,000 

3,60,000 3,60,000 3,30,000 

3,60,000 3,60,000 3,44,OCO 

3,60,000 3,60,000 3,75,000 

ACNal . 
proollcticn 

2,4 0,ICO 

2,50,CCO 

3,00,000 

3,30,000 

3045,000 

3,78,000 

NOTES :-Ci) The Technical Collaboration agreement envisages mll\ui8tll'lf d 2":,.C{.O 
watches on single shift basis and 3,60,oco watches on mUltiple d:ift~ h5is 
per year. ' 

Oi) Certain manufecturing shops work in two shifts to achieve balancing produc-
tion and assembly works In one shift. . 

11.8. In order to utilise the available manpower and the plant 
capacity to the maximum extent possible, the factory explored the 
possibility of ()btaining orders from the Defence Services as well 
as diversify the manufacture of watches, with the resul,t, the factory 
was able to manufacture certain Defence Stores (value Rs. 22.86 
lakhs during 1966-67 to 1969-70) and a few new types of watches 
with new designs/modifications not envisaged in the Technical Col-
laboration agreement. ' 

11.9. During the year 1971-72 the watch factory manufactured:C!el'-
tain defence items valued at Rs. 4.34 lakhs during 1970-71 and Rs. 
«1.59 lakhs during 1971-72 resp~tively. 
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11.10. In regard to the non-achievement of full rated capacity of-
3,60,000 watches upto 1969-70 the management stated (July, 1970) 
as follows:-

"The targets fixed in the agreements welle. based on. the desi-
rability of employing more women employees in the manu-
facture of watch parts and assembly thereof on account of 
high dexterity required for the work. However, under the 
prevailing conditions of labour laws etc. in the country it 
was not possi·ble to employ girl operators during the mul-
tiple shifts and adjustments had to be made in the output 
of operations wherever it was considered advantageous to 
employ girl operators. Besides, on account of the decreas-
ing efficiency in the night shifts prevailing in the country, 
the collaborators had advised not to go in for more mul-
tiple shifts but to resort to single shift operation on only in 
certain shops where the target of 30,000 watches per month 
could be obtained by the addition of a few balancing ma-
chines and equipment (estimated to cost Rs. 6 lakhs). 
There has been delay in the release of foreign exchange 
for this purpose." 

D. Delay in the Release of Foreign Exchange 

11.11. With regard to the delay in the release of foreign exchange 
by Government the management have stated as follows: 

"From AprE, 1965 onwards, and upto 1967 the factory had to 
face a serious situation with regard to foreign exchange 
releases for maintenance imports itself. Due to difficult 
foreign exchange position, the factory had to restrict the 
production just to keep it going, with the result, in 1965-66, 
it produced only 1,96,110 watches against "the target of 
2,40,000 watches. Even during 1966-67 and the 1967-68 the 
targets laid down in the collaboration agreement were ac-
hieved mainly on account of our arranging the release of 
foreign exchange for maintenance items under barter deal 
of Ores through MMTC. . 

Due to such uncertainties he Company could not plan its 
future and was mainly stopp~d from doing its planned rec-
ruitment and training and this has disturbed and disloca-
ted our steady production activities." 

11.12. Asked as to when the ne~essfty for the addition of a few 
balancing machines and equipment estimated to costRs. 6 lakhs to· 
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attain the target of 3;60,000 w~hes per y.ear was felt by the mana-
,pment and what action. ha4;l. been taken to get the fQDE:ign exchanse 
released the management have stated as under:-

"The balancing machines and equipment were reqJ,1ired for 
achieving the f·u11 plant capacity of 3,60,000 watches per 
year from 1968-69. Act~on for procuring the balancing ma-
chines and equipment was t:saW!n during April 1966 as a 
future plan to achtev.e the· production targets from 1968-tl9 
in single shift operations and to, avoid! multiple shifts in 
some of; the shops. 

The action for release of foreign exchange for the above were 
initiated during April, 1966 and December., 1967 against 
whioh foreign exchange releases were made between Sep-
tember, 1966 and: January, 1970." 

11.13. The details 'Of the machines r,equired to be imported by 
way of additional balancing eql1ipments for. tbe watch factory are 
given in Appendix. VUl which furnish the dates of applications as 
well as the date of import licences. 

11.14. The Committee enquired about the present requirement of 
foreign exchange by the Company and whether any difficulty was 
being experienced even now. It· has been stated that:-

"Presently the requirement for our first watch factory alone 
works out to about Rs. 55.00 lakhs of foreign. exchange for 
the production of 3:60,060 watches per· year te., to achieve 
the full plant capacity. 

Since some years, the Factory has been getting bulk of the 
foreign. exchange requirement from Japanese Yen Credits. 
This time the fllctory has experienced difficulty in getting 
the foreign exchange release under. the Yen Credit since 
the full requirement of foreign. exchange for the produc-
tion in 1973-74 has not been released by the Government 
so far." 

11.15. The Committee enquired from the Ministry about the rea-
sons for delay in sanctioning the foreign. exchange and about the 
produ<:tion loss in terms of number of watches on account of this 
fa,ctor. In a written reply the Ministry have stated· as· follows:-

"It is not possible to correlate precisely the quantum of loss, 
if any on account of reported delay in the processing of 
applications or in the release of foreign exchange. 
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It is, however, pointed out, in this connectiOn, that HMT 
applies for foreign exchange release and import licences 
for components, raw materials, consunaable items and 
spare parts one year in advance of the actual. production 
period, i.e. during the licensing periOd 1972 .. 73, they apply 
for release of· fOreign ~change ~d, import licence for 
their production programme in l!WS,,74. Watch Industry 
is a non-priority industry as per Import Licensing Policy 
in force prior to 1971~72. The non-priority industries were 
being issued six monthly import licences; but, to assist 
HMT in planning their production properly relaxation of 
this Rule was made and HMT are always being granted 
irn.port licences on annual basis.. Further, according to the 
procedure in force, import entitlements, of firms are work-
ed out after adjusting stocks and expected arrivals in 
excess on 12 months' requirements. In the case of HMT 
a waiver was granted in view of the very long lead time 
of HMT's plamiing, ordering and import procedure." 

11.16. With regard to solving the problem of fCl.l'eign exhange the 
Cnairman, HMT stated during evidence as follows:-

"We afe stl'11ggling for want of foreiill ~ohang~; we require a 
lot; of it. I win be leaving abroad in FebruJry; to get addi-
tiQl1al know-how oll,para.,.stc>Qk, hair,.sprinSi m~nspring and 
escap~tm~~ TbJ.a ia. the new project, in coll~l:x>ration with 
the citizen of Tokyo. If we have that, it win reduce our 
foreign exchange requirement. We have now become a 
little more confident. We arenow.n~gQtiating with them; 
and if we s",c~d, in getting that collabora.tion, we would 
be reducing the fQreign ex.change content." 

E. "Indigenisation 

U.17. Th~ Oollabora.tion agreement envisaged a, percentage of 
ind*pno~ components to be attained, by the Company from 1966-67 
-onw~rdi. at· 8+, JWIr cant (base<l on standard ra~es). The actual per-
-centage at. standal'd, rates. ra.ng~d from 82.19 per cent. to 84.29 per 
c~, ~urinlt thiIJ)~,.ri¢l This percenta~ w.ithrefere.nc,e.to the actual 
c~ of total. production ~/ indigenous contentj however, ranged 
frQm 71,SOper, cent. to 73.39,p~ ~. 

11.18. Wjth. re,elll'd to th~ manufacture of w~tc;hes in~genously 
the m~aae~ent hay~.stated as follows: 

"The import content in the ordinary wrist watches manufac-
tured by HMT at preselit as well, as that envisagescl in the 
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collaboration agreement with Messrs Citizen Watch Co. 
Ltd., Japan is 16 per cent. The indigenous content in. 
physical terms has been fully achieved as per the colla-
boration agreement. There is no plan in ~ said collabo-
ration agreement to manu,facture the complete watch 
indigenously. Attempts are underway to manufacture 
some of the balance of parts indigenously with the help of 
outside technical assistance. Since the balance parts of 
16 per cent is of highly complicated nature and very vital 
to the accuracy of the watch the same perhaps were not 
included in the Agreement. The manufacture of such cri-
tical components requires highest skills which could only 
be attained after very long experience in the manufacture 
of other horological components." 

F. Increase in Demand for Watches 

11.19. During evidence the Committee suggested that the 
Company should produce more watches. The Chairman, HMT ex-
plained as follows:-

"We will be making a million watches in a matter of three 
years. There is a demand of three to four million watches 
in the country as we estimate and it is going to increase 
as the standard of the people is increasing. Various States 
have also been approaching for establishing a factory. We 
do not want the management of those factories. We 
'give them the plants, we give them the know-how and 
they have to manage the factory, On this basis I am writ-
ing to the States, For every watch we require Rs, 16/- of 
foreign exchange because we do not make stainless steel. 
We do not make springs, we do not make jewels, we do 
not make escapement. So all these are the hindrances and 
again the watch industry has given the lowest priority in 
granting foreign exchange.' To give you an example, a 
factory producting 30,000 of 'watches require four to five 
crores of investment and out of that Rs. 2t crares are im-
ported equipment. ThIs is a problem with the Government 
of India. HMT has started making some machines. So if 
we have that, our reliance on imports will be minimised." 

11.20. The Committee regret to note that HMT could not achieve 
the targets in regard to the man~facture of watches mainly due to 
delay on the part of Government in releasin~ the requisite foreign 
exchange. It has boon stated that "due to difticult foreign exchange 
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position the fattory had to restrict the production just to keep it 
going. With the result that in '1965-86 it produced only 1,96,110 
watches against the targets of 2,40,000 watches. Though the necessity 
for the addition of a few balancing machines and eqwpme.t esti-
mated to cost &. 6 lakhs to attain the target of 3,60,000 watches per 
year from 1968-69 onwards was felt by the Management in 1966, 
foreign exchange for them was released lty Government only bet-
ween September, 1966 to January, 1970; with the result that HMT 
could produce only 3,00,000, 3,30,000 and 3,45,000 watches durin, 
1968-69, 1969-70 and 1970-71 respectively against the target of 3,60,000 
watches per year. The Committee are given to understand that the 
present requirement of foreign exchange for the first watch factory 
for the production of 3,60,000 watches per year is of the order of 
Rs. 55 lakhs, and that the Company are still experiencing difficulty 
in getting the foreign exchange. 

11.21. The Committee feel that the needs of foreign exchange for 
'HMT for production of watches should be not on a priority basis in 
order to enable HMT to work to full capacity and meet the growing 
and pent up demand for watches in the country. 

11.22. The Committee are glad to note that in order to reduce the 
foreign exchange content the company are now making efforts to 
enter into a colJaboration agreement with MIs. Citizen Watch Co . 
. Ltd., Japan in order to get atfditional know-how on para-shock, hair-
spring. main-spring and escapement etc. The Committee recommend 
that the process of indigenisation in the manufacture of watches 
should be accelerated so that HMT may become 5eH reliant in the 

-manufacture of watches. 

G. Construction and commissioning of Watch Factory DI 

11.23. As regards the Construction and Commissioning of the 
'Watch Factory at Srinagar the Management have stated as follows: 

Factory. Buildings 

11.24. Factory buildings have been completed to the extent of 
about 40 per cent the delay being mainly due to adverse climatic con-

. ditions resulting j1"\ total stoppage of construction during severe 
winter months. A certain amount of delay has also occurred due to 
-non-availability of our entire requirement of constructional steels 
at controlled price. However, a part of the buildings which have been 
'completed are being commissioned and plant and machinery installed 
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t~rein. Asa:!mbllyaf wtdches out ofcomponent,i sv,ppli.e~ from 
Bangaiote FaotorY 'ha.also been commenced in J~uary, 1973. 

Plant and M4Chiner~ 

11~25. Plant and machinery for the iftr~ 'trnd -g~eol'idphaSe ofma:riu-
facture of compOneritshave alr~atly aitivi!a 'Eft'sm;am:t ttre beil'l'g 
installed, 

Powe'r'Supply 

11.2&. .Although 'State Government have completed arrangements, 
for power .uppIy, t'he voltage is below the normal ratinii. As against 
llKV requiTed, the resulting voltage at present is only 8,5 KV. This 
matter is being ~1H'StIed With the State Government. 

Water Supply 

11.27. ODe Bore wen yielding about 10,000 gallons ,per hour has 
been completed by the State Government but the water is not yet 
treated to meet OUr reQuirement. . It is understood 'thlit to!! State 
Government have taken steps to instal the Trea'tment Pfant. 

Residlential Buildings 

11.28. Tet'lcief's haYe been invited and contracts are under 
flnalisatioft. 

11.29. in regard to the delay in 'COnstruction of the factory it has' 
been stated that it is mainly due to severe climatic conditions and no· 
special steps are possible ro accelerate the construction work. As re-
gards OUr require~'ent of construction steel, major quantities have 
been procured fro~ HsL and Bokaro. Eftorls are being cOntinUed to· 
procure balance quantity also from these sources at controlled price. 
In case they are not available, we may consider buying thes'e nems 
from the open market. 

11.30. During evidence the Committee enquired about the pro-
gress made so far in setting up the watch factory in Kashmir. The' 
Secretary of the Ministry stated that: 

"So far as the Kashrt'lir Watch Factory is concerhed, we are' 
quite ~tIsfled about the progreu of this projeet. though 
tt IS hot cOmpl~ 01'l .ehedule. The reasoni for this are' 
that during the hostility l>eriod near about tM ehd of 
19'11. the work was at a standstill here fot quite a feW" 
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,montAs ad ev.en after thattber-e 'have been8(!)me pro-
blems in regard to availability of steel, cement and some 
otber building materials. Whenever these difficulties were 
brought to the Minlstry's notice we have been taking: 
steps to solve them. In fact the factorybuilCUtlgs are com-
plete and assembly in a very &mall way has already been 
taken up in the Kashmdr Watch factory." 

11 31. During their visit to the Hindustan Machine Tools Factory" 
S~ar ion October, 1972, the Committee were informed that the 
completion of the factory was being delayed as the maDagement was 
not getting tl1e c~eratioR of the State GovernmeRt in regard to 
the acquisition of land, approach road, water supply, drainage sys-
tetn and electricity. tt W'as also stated that the -State Government 
agreed to m up a ReView -Committee. The C01ntn1ttee enquired' 
whether the Review Committee has since been formed and what l'!'O-
gress bad 'been made in reso~ving the various dit'ficulties with the 
State Government. In a written reply the management have stated 
as under:-

"The review Committee was constituted in December, 1971 
by the State Government with the Commissioner of 
Planning and Development as its Chairman. The Com-
mittee has met only three times so far and the last meeting 
was held in April, 1972. Various problems discussed in 
this meeting are being followed regularly at appropriate 
levels. Yet the following points are still outstanding:-

(1) FiBalisation of the Lease Deed in r~t of land. 

(2. Approaeh r~ to the Factory Site from the National 
High Way. 

(3) Peremlial Water Supply. 

<4> Dr_age and sewer. diiipoial (tbii work has recently 
been taken up by the State Government). 

11.32. With regard to the land lease the Secretary of the Minis-
try state\! during e\tide11Ce that "though it was necessary to have the' 
neceanry title with regard to tI)e land, it Wils hopeCi that it would 
not premtt any sf!ttOU!! prob!eftt. As ftlere was spee!s! Bmd tenancy 
system in Kashmir, they had not been able to sort out the prob1em-
completely yet." . 
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11.3a. During evidence the Chairman, HMT stated that-

"In Kashmir, they were having lot of troubles. One was about 
electricity and other was that there was no road connect-
ing the factory. He add.ed that ne had approached the 
Minister of Industrial Development and also the loous-
tries Minister of Jammu and Kashmir. He had also 
also met the Chief Secretary. 'the Chairman of the 
Review Committee was taking interest and had called 
meetings. They made promises but had not implemented 
them. A new Committee had been set up. The main 
trouble in Kashmir was getting Kashmiri boys. The 
Company had advertised but they did not apply." 

11.34. During the evidence of the representatives of Ministry of 
Industrial Development the Committee pointed out that manage-
ment had stated that skilled labour was not available and the local 
people did not try to learn. The Secretary of the Ministry state:-

"I think that is an over-statement because the efficiency of 
the Management will lie in getting the cooperation of the 
local people, in recruiting suitable local people and in 
training them. The purpose of the Government in putting 
up a factory at Kashmir largely to provide local employ-
ment. 

I would judge the efficiency of the General Manager to the ex-
· tent to which he is able to recruit suitable local people. The difficul-
ties have to be squarely faced. 

11.35. TJe Committee find that the construction and commission-
· ing of the watch factory III at Srinagar bas been delayed mainly 
on account of avoidable factors such as non-availability of construc-
,tional steel. cement, and some other building material. There have 
Illso been delay in regard to the acquisition of land, approach road, 

· water supply, drainage system and. electricity. Although a Review 
Committee was set up in December, 1971 by the State Government 
with the commissioner of Planning and Development as its Chair-
man, no significant progress has been made in regard to the finalisa-
tion of outstanding matters. According to the Chairman, HMT "they 
made promises but bad not implemented them." 

11.36. The Committee recommend that Government should take 
. positive and effective steps to resolve the outs.tanding issues witb the 
State Government. The Committee also recommend that Govern-
ment should give priority for allotment of commodities like steel and 
cement f'tf. to public sector undertaking so as to avoid delays in the 
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construction aDd commissioning of Plants. In view of the growing 
demand for watches in the country, the factory at Srinagar should 
be completed without any further delay. Production programme 
should be chalked out on a realistic basis and concerted efforts should 
be made to adhere to the targets. 

11.37. The Committee would like the undertaking to determine 
on a realistic and scientific basis the requirements for personnel keep-
ing in view the production programme for the new watch factory 
so as not to repeat the mistake of over-staffing which occurred in 
other factories of HMT. 

11.38. The Committee need hardly stress that arrangement should 
be made in time to provide adequate training to the recruits so that 
they can take up their produdion role in right earnest and achieve a 
high degree of efficiency. 

H, Project Cost 

Watch Facto'ry I, Bangalore : --11,39, No detailed Project Report was prepared for the Watch 
Factory, The following table indicates the original estimates re-
vised estimates and actual expenditure upto March, 1971:-

SI. 
No, 

Details Original 
estimates 
August, 

1960 

Revised 
estimates 
April, 

1966 
----- -----------------

I, Land, building, Water Supply etc, 

2. Machinery & Equipment. 

3. Die Sets, Jigs, Tools and fixtures 

4. Purchase of drawings 

S. Technical Assistance Fee 

6, Development and commissioning ex-
penditure 

7, Working capital 

8, Colony buildings 

TOTAL 

504 L,S,-14, 

30'00 66' 31 

80 '36 I r 127' 16 
1'06 J 
3'20 'J 

J 17'38 
14'18 

71'20 59'24 

50'00 

38 '71 

250 '80 308'00 ---

Revised Actuels 
estimates as on 
February, 31st 

1967 March, 
1972 

__ * ___ 0_4 ___ •• _ 

66'32 65' 14 

158'99 1 152'93 
1'10 J 
3'20 'J 

J 21'87 
20'94 

S9'24 SS'IO 

38'71 . 38' 30 

348'50 333'34 ---
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11.40. The details of cost increase of Rs. 108.80 lakhs (excluding 
werking capital) in the revised estimates of April, 1966 over the 
original estimates are as follows:-

Extent of excess 
over original 

estimates 

(Rs. in lakhs) 

(i) Change in the location of site etc. 3" 3 [ 

(ii) Extra expt:nditure on the pucchase of plant and machinery 
equipment due to increase in customs duty and additions of 

interest on Yen Credit etc. 45' 74 

(iii) Provision for township requirement not completed in the original 
estimates 38' 71 

120'76 
Lesa Reduction in expenditure under Development and Commiss-

ioning expenditure (approved by Ministry) I I' 96 

108'80 

11.41. The increase in the estimates of February, 1967 was main-
ly due to devaluation of Rupee (Rs. 29.31 lakhs) and further in-
crease in the customs duty viz., Rs. 3.63 lakhs. 

11.42. It was stated by the Management in November, 1971 that 
Government was not approached for approval of revised estimates 
as the additional cost was met from the internal sources of the Unit. 

11.43. According to the instructions issued in Ministry of Finance, 
Department of Expenditure (Bureau of Public Enterprises) O.M. 
No. 9(1)-FI61 dated 22-9-1967 referred to in the Ministry's D.O. 
letter No. BPEI3(4)IAdv (F)69 dated 30-8-1969, revised project esti-
mates would require the approval of the Government in case any 
of the component cost exceeds by 10 per cent. 

11.44. The Committee enquired whether the management were 
not aware of these instructions. In a written reply the management 
have stated as follows-

"The Project cost was revised in February, 1967 mainly due 
to devaluation of rupee and small increase in payment of 
customs duty on imported plant and machinery and in-
crease in cost due to devaluation of rupee in respect of 
balance amount outstanding for payment for prqcurement 
of machinery and equipment for the project under Yen 
Credit. The revision in project cost was thus due to value 
readjustment for the reasons beyond the control of the 
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company and not due to increase il1 physical content of 
the project.. The rupee content is also affected due to de
valuation of Pound and recent revaluation of Yen the 
effect of which on the deferred credit instalment of pay-
ments in respect of plant and machinery imported for 
Watch Factory I are fluctuating and hence uncertain. 

In our opinion, since the increase in the project cost is for 
the reasons for effects of which ate universal and also 
beyond the control of the company, the same may not re-
quire any specific approval of the Government. Besides 
the additional cost was also met by the' internal resources 
of the Unit. We, have, therefore, not approached the Gov-
ernment for the specific approval. 

11.45. During evidence of the representatives of the Ministry of 
Industrial Development the Committee pointed out that the 
managelnent did not approach the Government for approval of the 
revised estimates in respect of the watch factory. The Secretary 
of the Ministry stated as follows:-

"This position is correct. The estimates have gone up for more 
than 10 per cent. The Company should have approached 
the Government for sanction. This is a slip on the part 
of the Company. If it is more thap 10 per cent, Govern-
ment approval is required." 

11.46. The Committee find that the original estimates of Rs. 250 
lakhs approved by the Government in August, 1960 for the Watch 
Factory I at Bangalore had to be increased by Rs. 108.80 lakhs in 
April, 1966 due to change in location, extra ex~enditure on the pur-
c:hase of Plant machinery/equipment due to increase in custom duty, 
additional interest on yen credit and due to provision for township 
requirement not contemplated in the original estimates. The esti. 
mates were again revised in February, 1967 and the increaSe of 
Rs. 39.70 lakhs was mainly due to devaluation of rupee and furtller 
increas~ in custom duty. As on 31st March, 1972 an expenditure of 
Rs. 333.34 lakhs had been booked. 

11.47. The Committee are surprised to note that although the in-
crease in estimates in 1967 was more than 10 per cent of the original 
estimate the management have not approached the Government for 
according the necessary sanction as required in the instructions of 
the Bureau of Publir. Enterprise in this regard. The Committee 
are not convinced about the justification for not obtaining the ap-
proval of Government. The Committee are doubtful whether this 
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matter was taken cognisance of by the Board and if so why sanc-
tion of Government was not insisted on. The Ministry have stated 
that "this is a slip on the part of the company". 

11.48. The Coinmittee need hardly stress that approval of the re-
vised estimates should be obtained from the competent authority 
irrespective of the reasons for such excess or the source from which 
such excess can be met. 

11.49. The Committee recommend that the correct position should 
be clarified to the Company and strict instructions should be issued 
to avoid a recurrence of such lapses. 

1. Project Cost 

Watch, Factory II, Bangalore and Watch Factory III, Srinagar 

11.50. The detailed Project Report prepared by the Company in 
January, 1970 and approved by Government in June, 1970 contem-
plates a capital investment of Rs. 475 lakhs for the Kashmir Unit 
and Rs. 416 lakhs (since revised to Rs. 421 lakhs) for the Banga-
lore Unit. 

11.51. As per the Detailed Project Report the operating cost of 
the Kashmir Unit would be higher by 30 per cent as compared with 
that of Bangalore Unit due to:-

(a) Higher cost of land and development. 
(b) Higher construction cost due to site being in seismic belt. 
(c) Installation of emergency diesel power generating unit. 
(d) Central beating of Factory and Township. 
(e) Higher salaries to employees due to climatic reasons and 

due to their coming from outside. 

11.52. As regards the Bangalore Watch Factory Expansion it 
has now been stated that the revised cost estimates of Rs. 371.00 
lakhs (excluding the working capital of Rs. 50 lakhs) are likely to 
increase by about Rs. 23.00 lakhs due to additional cost to be in-
curred in respect of plant and machinery and payments towards 
licence rights, based on the current exchange parity rates and cus-
toms duty. The above increase in the cost estimates is due to reva-
luation of Japanese and Swiss currencies and due to additional levy 
of regulatory duty on imports of plant and machinery. The remain-
ing balance of expenditure is expected to be incurred within the 
revised estimates subject to there being no furthr statutory varia-
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tions. The details of the revised project cost and expenditure in-
current so far upto 31st December, 1972 are as follows:-

Particulars 

I. Land, Building & Water supply, etc. 

2. Machinery &: Equipment Die sets jigs, tools & 
fixtures etc. . 

3, Purchase of drawings, techincal Assistance fee . 

4. Dev. & Commissioning expenditure. 

S. Colony buildings . 

~--~---

Approved Revised 
cost cost 

estimates Estimates 

Actual 
expendi-

ture as on 
3ISt-De-
cember, 

1972. 

(Rs. in lakhs) 
23'3° 23'3° 17- 17 

302-70 32°-4° 236-70 

27'00 32-30 6'44 

13'00 3'00 S'55 

5'00 5'00 4'24 

-371'00 394'00 270' 10 

--------
11.53. The details of project cost and actual expenditure as on 

31-12-1972 relating to the Srinagar Watch factory are as follows:-

Particulars 

--------_. 

Land and land development 

Buildings 

Plant, machinery & equipment. 

Others. 

Township 

Development & Comm. Ependiture 

TOTAL . ... 

Project cost 

Original Revised 

(Rs. in lakhs) 

19'00 19'07 

90'00 96-00 

220'50 256'00 

36'5° 36'5° 

366'00 4°7'50 

40'00 40'00 

406'00 447'50 

19'00 22'50 

-425'00 470'00 

------------.- .. _---------------
-excludes working capital of Rs. 50 lakha, 

Actuels 
upto 
31-12-72 

2'39 

51 '52 

160'09 

18'40 

232'40 

1'40 

233,80 

15'09 

248'89 

It has been stated that the reasons for revision of project cost are 
as follows:-

(1) Statutory increase in prices for construction steels, . , 
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(ii) Increase in Customs duty. 

(iii) Revaluation of currency by Japan and Switzerland, 

(iv) Unforeseen inland costs for transportation, local taxes and 
duties, etc. 

(v) Certain unforeseen items of expenditure as a result of the 
recent war. 

11.54. The Committee find that according to the Detailed Project 
Report as approved by Government in June, 1970, the Watch Factory 
II at Bangalore was to cost Rs. 416 lakhs. This was later revised to 
Rs. 421 lakhs. It has now been stated that the estimates are again 
likely to increase by Rs. 23 lakhs due to additional cost to be in-
curred in respect of Plant and machinery and payments towards 
licence rights based on the current exchange parity rates and cus-
toms duty. 

11.55. The original estimates of Rs. 425 lakbs in respect of Watcb 
Factory III at Srinagar has heen revised to Rs. 470 lakhs. The in-
crease in estimates is due to statutory increase in prices for cons-
truction steels, increase in custom duty, revaluation of currency hy 
Japan and Switzerland,ullforeseen inland costs for transportation, 
local taxes, duties and certain unforeseen items of expenditure as a 
result 'of the recent war ... 

11.56. The Committee feel that delay in the construction and 
commissioning of the projects is a major factor contributing to the 
increase in the original estimates. The Committee would like Gov-
ernment to ensure that the estimates are prepared accurately in the 
first instance and that the completion of the Projects are not delayed' 
as it results in substantial increase in the expenditure and ulti-
mately elects the profitability. 

Re jtections 

11.57. The components rejected on the assembly line of watches 
are redrawn on separate Indents which are valued. The followine 
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table shows the watch components consumed for assembly of watches 
as compared to standard requirements:-

Year Consumption Actual Variance ~:) of 
standard~ 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

of components consumption 
at standard 

requirements 

Rs. Rs. Rs. 
67,32>417 67,89.440 57,023 0 85 

179,49,534 $0,35,638 86.104 1 '08 

96,40,502 97,24,961 84~459 o 88 

1,07,30,402 1,08,66,329 1,35,927 I' 27 

1,23,72,503 1,25,27.369 1,54,866 1'25 

1,37,75,569 1,38,71)120 95,5S1 0'69 
,._------------_ .. _---- -------.------.----

11.58. It is seen that the rejection was highest in 1969-70. 

11.59. In regard to rejections the Management have stated in a 
written reply as under:-

"Due to the special nature of the components some losses at 
the time of assembly of watches are unavoidable. Fur-
ther, the components are inspected based on sampling 
method while taking into stock and are liable for rejection 
in bulk for maintaining quality. The average rejections 
which have been varying around 1 per cent during these 
years, also, in our opinion are negligible and are well with-
in the limits." 

Servicing and repairs 

11.60. During evidence the Chairman, HMT informed the Com-
mittee that entire history of each watch was kept by the company. 
So far they had supplied 2 million watches. From the monthly state-
ments regarding the watches which come for repairs it has been 
found that 2 per cent of production come back for repairs. The Com-
pany were having their own service centres in principal cities but 
it was very inadequate. So they were thinking of their service cen-
tres. 

11.81. The Committee regret to Dote that the service faciJitielll 
with regard to the repair of HMT watehes are very iaadequate and 
the proeess of getting t_ defeetive watebes repaired is quite tedious 
aDd time eODsumiDg as more often the .. Dot the wateh has -to be St'nt 
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to Ba~alore for a thorough check up. The Committee feel that 
with the gradual increase in the sale of watches, provision of ade-
quate service facilities on decentralised basis is an imperative neces-
sity. The Watch Factory I at Bangalore is at present producing 
more than 3,60,000 watches per year. Watch Factory In in Kashmir 
is likely to produce about 3,00,000 watches within the next two or 
three years. The Watch Factory n at Bangalore has already started 
production of automatic watches and is likely to produce 2,00,000 
automatic calendar type watches per year. 

11.62. The Committee, therefore, recommend that in order to 
attract customers and in order to improve the image of HMT. re-
pair and service facilities should be arranged in all the principal 
cities of India so as to ensure prompt service to the customers. 

Efficiency and Productivity 

11.63. The following table shows the Droductivity of the labour 
for the past six years:-

Standard Force 1518 1518 1523 1588 2564 2628 

Total number of 
employees as at 
March end . II61 1204 1279 1344 1412 1483 

Total production 
watches 240100 250000 300000 330000 345000 378000 

Per capita production 206,80 207'64 234'56 245'54 244'33 254'88 

---.. 

11.64. It will be seen that the productivity of labour has shown 
an upward trend, 

11.65. In this connection it has been stated that the stanaard force 
under reference includes the standard force requirement for Watch 
Factory expansion also and hence the upward trend. 
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Cost of Production 

11.66. The following table indicates variations over the standard 
costs fixed for the year 1966-67 onwards:-

---.. 
Type of Watch 1966-67 1967-68 1968-69 1969-70 1970-71 1971-72 

Citizen (+)11 (+)11 (-)3 (+ )1 Not Not 
produced produced 

Janata (+ )10 (+ )IS (-)2 (+ )1 (+ )1 (+)3 

Janata (luminous) enS U)I4 (-)2 (-1- )1 (+)1 (+)3 

lawan (+)14 (-)2 (+ )1 Not Not 
produced produced 

Su;ata (Non- (+)u (+)12 (-)3 (+)2 
Parashock) 

Su;ata( Paras hock) . (+)2 (+)1 (+)3 

Pilot (+ )8 (l- )14 (-)2 (+ )1 (+)1 (-+ )3 

Sona (-)3 (+ )1 (+) 1 (+)3 

Tareeq S.S. (-)6 (+)2 (+ )0.24 (+)2 

Tareeq G.P. (-)6 (+)1 (+)0'16 (+ )2 

Tarun (-)2 <+)1 (+) I (+)3 

Nutan (-)3 (+)1 (+)1 (+)3 

Jawahar W. D. Not pro- +)3 
duced. 

Jawahar B.D .. (+)0'12 (+)3 

Percentage increase over standard COlt ( + ) 
Percentage decrease over standard COlt (-) 

11.67. It will be seen that actual costs during the years 1966-67 
and 1967-68 were higher than the standard costs of these years. The 
actual costs for the year 1968-69, were however, lower than the 
standard costs in all cases and those in 1969-70 were almost equal 
to standard costs of that year. 

11.68. It has been stated. that the increase in the actual costs over 
standard costs during 1971-72 can be attributed mainly to the in-
crease in the cost of materials due to variations in the rate of ex-
change and also due to increase in the rate ot customs duty. 

Pricing Policy 

11.69. The selling prices for the watches were first fixed at Rs. 89, 
Rs. 94 and Rs. 99 respectively for Janata, Citizen and Sujata types 
()f watches when the production of CKD components commenc~ in 
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the year 1961-62. There were three revisions in prices subsequently 
m.ade effective from 1-8-1966, 1-2-1970 and 18-2-1971. The upward 
revision of the prices by Rs. 13 per watch made from August, 1966 
was stated to be due to increase in the cost of production on accpunt 
of devaluation. These were further revised by Rs. 5 per watch with 
effect from 1-2-1970 and 18-2-1971 on each occasion. 

11.70. The overall actual cost of production in 1966-67 was much 
lower than the actual cost of production in 1963-64, 1964-65 and 1965-
66. During 1967-68, 1968-69 and 1969-70, the overall actual cost of 
production increased marginally over the figure for 1966-67 but was 
still significantly lower than the figures for 1963-64, 1964-65 and 
1965-66. 

11.71. The Committee enquired about the reasons for increase 
in the actual cost of production in 1970-71 and 1971-72 as compared to 
the figures for 1969-70 notwithstanding the fact tnat production of 
watches was more than that obtained in 1969-70. In a written reply 
the management have stated as follows:-

11.72. "The reasons for increase in the actual cost of production 
during 1970-71 and 1971-72 are mainly due to the upward revision of 
wage structure of all employees effective from lst January, 1969 and 
due to payment of enhanced rate of incentive bonus and increased 
cost oj transportation charges incurred on employees." 

11.73. The comparative statement indicating the elen:E:nt wise 
cost of production per watch for the years 1963-64 to 1971-72 is as 
follows:-

1963-64 

1964-65 

196,-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

Year Imported Assembly Other 
and indigenous expenses expenses 

watch' 
components 

Percentage, Percentage Percentap 
72'76 J2'33 J4'91 

79'76 10'98 9'26 

75'98 1l'26 II' 76 

73'32 12' Iii 14'~2 

72'61 1l'80 14'59 

69'30 12' IS 18'55 

70'25 13'47 J6'28 

70'61 12'84 ' 16' 55 

70'76 13'79 15'45 
-- - -------------
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Working Results 

11.74. The following table shows the working results of the watch 
factory for the year 1966-67 to 1971-72:-

(Rs. in lakhs) 

Year 1967-68 -- ---.----.--- -------~ -------
Profit 99·47 116.85 190 23 227. 1 7 

------------------
11.75. The cumulative profits earned upto 31-3-1972 would work 

out to Rs. 11.23 crores inclusive of the profits earned by watch factory 
during 1961-62 and 1962-63 as per details given below: 

Figures upto 31-3-1970 as per Review 

1970-71 

1971-72 

Profits of 1961-1)2 ~nC\ 1962-63 

(Rs. in (;fores) 
6'90 

1'90 

11.76. The Committee find that the selling prices for the watches 
manufactured by HMT were originaily fixed at Ks. 89, Ks. 94 and 
Ks. 99 respectively for Janata, Citizen and Sujata types of watches. 
There have been an upward revision in prices on three occasi<lns SInd 
the price of each category of watch is Ks. 23 more than the original 
price. 

11.77. The Committee recommend that concerted efforts should 
be made to reduce/contain the cost of production so that there is no 
occasion to increase the prices further. 
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FINANCIAL MATTERS 

A. Capital Structure 

12.1. The position of paid up capital and long term loans as on 
31st March, 1972 was as follows:-

Authorised capital 

Paid up capital 

Long term loans from G.I. 

Rs. 25 crores 

RS.16·92 crores (including 
-Rs. 4' 92 crores on account of 
advance received for share 
capital) 

Rs. 14'47 crores 

-includes loan of Rs. 347 lakhs converted into equity. 

12.2. The debt-equity ratio inclusive of Deferred credits stood 
at Rs. 1.41:1. However, excluding Foreign Deferred credits, the 
debt equity ratio a.s on that date stood at 1: 1.17 (i.e. Government of 
India Loans-Rs. 14.44 crores: Share Capital including Share Capital 
Advance-Rs. 16.92 crores). 

12.3. The Management stated in March, 1971 that the question 
of correcting debt-equity ratio to the accepted norm of 1:1 had been 
taken up with th~ Government of India. The Committee enquired 
about the present position and about the reasons for delay. 

12.4. In a written reply the management have stated as follows:-

"The matter regarding correction of debt equity was taken 
up with the Governmenfof India 1nitially in June, 1969. 
In view of t'he capital intensive nature of the indul!.try, we 
requested the Government for a debt-equity ratio of 1:2. 
The matter was under correspondence with the Govern-
ment. The Government also require time in such impor-
tant matters which have to be scrutinised by several aren-
des like the Administrative Ministry, Ministry ot 
Finance, Bureau of Public Enterprises, etc. The Minis-
try of Industrial Development in their office Memoran-
dum No. 11-1170-MT dated May, 1970 agreed to maintain 
the debt equity ratio of 1:1. The B.P.E., also issued A Cil'-

210 
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eular in November, 1970 wherein it was provided that 
the entire township cost should be met by equity capital 
and the balance investment should be apportioned bet-
ween debt and equity in the ratio of 1:1. In view of this 
Circular the matter was again taken up by the Company 
with the Government of India in January, 1971 for correc-
tion of the debt ratio on the basis of the B.P.E. circular. 
The Government sanction for conversion of loans amount-
ing Rs. 347.00 lakhs to equity capital was issued on 29th 
March, 1972. 

The amount of Rs. 347.00 lakhs represents the capital expp.ndi-
ture incurred on township. The conversion of these loans 
into equity was carried" out by book adjustment!!, without 
involving any cash transaction." 

12.5. The Ministry have explained the position as under:-

"Since 1961, Government had accepted a norm of 1:1 as debt 
equity ratio for public sector undertakings: III April, 
1969, it was agreed that rigidity may be avoided in apply-
ing the ratio 1:1 and in cases where the undertakirgs made 
out a strong case for a different ratio, due C'om;ideration 
has to be given. HMT in their letter of .Tune 6, 1969 
brought out that the debt equity ratio as on 31-3-1968 stood 
at 1.34:1 and stated that this was most unfavourable to the 
organisation. They, therefore, asked for a re'!ision in the 
debt equity ratio as 1:2 stating that the loan ann interest 
burden of the Company win thereby get reduceo and the 
capitalisation of inyestment would, therefore, become 
balanced. HMT were informed in our let~er 0' August 
14, 1969 that the approval of the Board of Diredors mRY 
be obtained for this purpose to facilitate further action in 
the Ministry. 

In their letter of August 13, 1970 HMT approached the '.Iov-
ernment for raising the authorised share c8!Jital to Rs. 25 
crores, from the existing capital of Rs. 12 crores which was 
fully paid up by 1966, after obtaining the :3rproval of the 
Board of Directors therefor. This proposltl was examin-
ed in consultation with the Ministrv of FinancE' and a 
decision was communicated to the Company on May 17, 
1971 conveying the approval of the GOVl'~rnJ'Tl('nt to the 
raising of the share capital hom Rs. 12 crores to Rs. 25 
crores. As regards the conversion of Rs. 347 lnkhs repre-
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senting the expenditure on township into equity, they were 
advised that the matter was being further considered by 
the Government. 

The orders for conversion of the loan of Rs. :N7 1akhs into 
equity were issued on March, 29, 1972 after makmg a pro-
vision in the revised estimates for 1971-72 with the con-
currence of the Ministry of Finance and also after obtain-
ing the clearance of the Department of Company Law 
Affairs." 

12.6. The Committee note that against the accepted norm of 1:1 
for debt equity ratio for public undertakings, the debt equity ratio 
in respect of Hindustan Machine Tools Ltd., excluding of deferred 
credits has been 1:1.17-as on 31-3-1972. The Bureau of Pu,bUc Enter-
prises issued a Circular in November, 1970, wherein it was provid-
~d tbat the entire township cost should be met by equity capital 
and the balance investment should be apportioned between debt and 
equity in the ratio of 1: 1. The sanction of Government for conver-
sion of loans amounting to Ks. 341.00 lakhs (which represented the 
capital expenditure incurred on township was however conveyed on 
the 29th March, 1972. . 

12.7. The Committee hope that by the time a decision is taken 
about the organisational structure of the company, the imbalance in 
tbe debt equity ratio will also be set right after examining the finan-
cial implications. .: 

B. Project Estimates 

12.8. As per the original agreement with Mis. Oerlikons executed 
in March, 1949, the factory was to be constructed for the manufac-
ture of machine tools in five stages to be completed within a period 
of six years. Mis. Oerlikons drew up detailed estiml!rtes for the first 
and second stage of the project and according to these estimates, the 
cost of the project came to Rs. 30 crores (Rs. 16 crores for the factory 
proper including apprentice training school and Rs. 14 crores for resi-
dential settlement). Government, however, decided on account of 
financial stringency, to reduce the scope of the project comprising 
the first two stages of the project. The estimated cost of the scheme 
was Rs. 8.37 crores excluding the working capital requirements of 
Rs. 1.20 crores and this was approved by the Government in Decem-
ber, 1950. In respect of the new machine tool units set up by the 
Company during 1961-64 viz., II, III and IV it was estimated that 
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each of the Units capable of producing 1,000 machines per annum 
could be built for Rs. 5 crores approximately (exclusive of cost of 
township and other amenities). 

12.9. The fonowing table indicates the original and revised esti-
mates of all the Units and the actual expenditure incurred there-
against up to March, 1972:-

------------------.-------
Machine Tools Units 

I. Bangalore 
II. Bangalore 

III. Pinjore 

IV. Kalamassery 

V. Hyderabad 

Original 
Estimates 

3000·00 
z80·87 

750·00 

750·00 

775·00 

Revised Esti- Acwals as 
mates on 31-3-197Z 

837·00 \. I,IIS· 30 
Not revised J 

Do. 74z ·011 

840· 16 !jOZ·81 
(March, 1968) 

8S8·00 
(January, 1967) 

775.58 

---._ ... 
12.10. The item-wise break up of the project estimates in respect 

of Unit I is not available. In this connection, the Management have 
stated "since the project estimates of HMT I, Bangalore relate to a 
very old period, the papers unfortunately are not traceable." 

12.11. The details of actual expenditure in respect of HMT I and 
II units as on 31st March, 1972 are as follows:-

Land 

Buildings 

Plant & Machinery and Factory Equipment 

Others 

Sub total 

Township 

(Rs. in lakhs) 

13·98 

147·08 
614.00 

lIS· 73 

890 79 

224· 5 I 

l,tIS· 30 

12.12. A statement "ilhowing the project cost of HMT II, Bangalore 
and new items approved by the Board of Directors in the annual 
budgets from time to time and the actuals as on 31st March, 1971 
against the total budget provision is given in Appendix IX.. It has 
been stated by the Management that" 'break-up of actual expendi-



214 

ture separately agai.D£t project cost and new items is not readily 
available.' 

12.13. As regards the new items not envisaged in the Project 
Estimates, it has been stated that the bulk of the new items was 
represented by Plant and Machinery and factory equipment which 
were required for balancin~ the capacity required for meeting the 
diversified production programme as well as for replacements. These 
items were approved by the Board of Directors from year to year 
depending upon the estimated requirements from time to time. 

12.14. In a written reply the Ministry have, however. stated as 
follows:-

"It has been observed that the expenditure on new items 
aggregating to Rs. 290.45 lakhs relates to the period 1962-
63 to 1970-71. The Management had indicated that the 
expenditure under the various heads had been approved 
by the Board of Directors from time to time as the same 
was within the competence of the Boaro .. However, in 
respect of certain individual items, the cost has gone up 
by more than 10 per cent and the Management has, there-
fore, been advised to correct the situation by obtaining 
appropriate approval of the Government according to the 
prescribed procedure. 

12.15. The Committee enquired as to how an effective control was 
exercised by the Management with reference to the Project Esti-
mates in the absence of item-wise break-up of Project estimates of 
Unit I being available and actual expenditure in respect of Unit II 
not being comparable with the Project estimates. The Management 
have stated as under:-

"In respect of Factory I, Capital expenditure was incurred. 
from time to time with reference to the approved proJect 
costs only. However, these recoros are not readily. avail-
able now. Tn respect of Factory II, as well as new items 
approved by the Board, control has been exercised from 
time to time with reference to the approved project 
cost and additional capital expenditure budgets from 
year to year. It has been ensured that the capital expen-
diture is always within the approved budgetary limits 
only." 

12.16. A statement showing the break-up of actual expenditure 
vis-a-vis the estimates as on 31st March, 1972 in respect of HMT III, 
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Pinjore, HMT IV, Kalamassery and HMT V, Hyderabad is given in 
Appendix X. The Details furnished in the statement do not include 
the figures relating to new projects, viz., Tractor Project at HMT 
III, Pinjore, Printing Machinery Project at HMT IV, Kalamassery 
and Press Division at HMT V, Hyderabad. 

12.17. It will be seen from the details given in the Appendix that 
there bas been a considerable shortfall in respect of township ex-
penditure in respect of units III, IV and V. This was stated to be 
mainly due to curtailment/postponement of the construction of the 
quarters owing to financial stringency. 

C. Revision of Project Estimates 

12.18. The break-up of increase in the project cost in respect of 
HMT IV and V reason-wise is furnished below:-

HMT IV-KALAMASSERY (Ra. in !alths). 

7S0' 00 Original project Cost 

Add: 

, 

I. Increase in construction cost by 20%, change in structural design, 
Provision of increased floor area of about 60% etc., etc. (+) 92' SO 

2. Ail" conditioning not included in the original estimate (+) 17'00 

3. ]0% price increase, 10% regulatory duty and also increase due to non-
availability of free foreign exchanlC. ( + )62' SO 

4. Curtailment of expenditure on township 

Revised project cost (18t Revision) 

s. Extra expenditure due to devaluation 

HMT V-HYDERABAD 

Oriainal Project Coat 

Add: 

922'00 

(-) 136'00 

786'00 

S4' 16 

140'16 

77S'oo 

I. Increase in construc:tion coat by about 13%. levelJinc the eurfIce. 
increaae in the alat of excavation cu:. ( + ) ] S' 36 

2. Increase due to the ellhtaru:ement of cultoml duty to proviIion of atra 
cranes not oripu.ny contemplated due to inaeaae in coat of mea-
suring instrumeDlS. Moton etc. (+) 81' 3S 

3. Due to provision of Steel furniture in pllce of wooden 

4. Reduction due to curtailment: of T~ tp baildi~ Re'Ybed Pr0-
ject eolt (lat RevisiaD) • (-) 78 ' 38 

504 LS-15. 



216 

5. Ewpenditure due to devaluation 

Or 
858'00 

12.19. During evidence the Joint Secretary of the Ministry ex-
plained the position with regard to revision of Project estimates as 
follows:-

"The project estimates as originally made generally have to 
uooergo a certain revision because of two sets of factors. 
one is that there is more depreciation of capital in the 
shape of plant and machinery as the project gets on stream. 
Secondly, there are certain factors which are completely 
beyond the control of the units, like statutory- levies 
devaluation and so on. If the original estimates and re-
vised estimates are compared and if we take out the 
factors accounted for by statutory levies and devaluation, 
the project revised estimates do not represent more than 
10-15 per cent rise and in no case have the revised esti-
mates been pierced." 

12.20. Asked as to why the projects were incomplete and how the 
capital expenditure was still being incurred against capital estimates 
even today, it was stated that there were certain items of expendi-
ture like the township lind certain auxiliary establishments where it 
was felt that the expenditure could wait These were phased out and 
were being completed now. 

12.21. The Committee are surprised to note that the records con-
taining the item-wise break-up of the project estimates in respect of 
Unit I and the break-up of actual expenditure separately against 
project cost and new items in respect of Unit II were neither avail-
able with the Management nor with the Government. The expen-
diture on new-items alone aggregate B.s. 290.45 takbs during the 
period 1962-G3 to 1970-71. The Committee were informed that the 
butk of the new items relate to Plant and Machinery and factory 
equipment which were required for balan~ing the capacity required 
for meeting the diversified production programme as well as for 
replacements. 

1Z.22. The Committee fail to understand as to how an effective 
control was exercised by the Manarement with reference to the 
Project &timates in the absence of item-wise break-up of Project 
Estimates and the break up of the actual expenditure being available. 
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'The Committee are not satisfied with the statement that "It has been 
ensured that the capital expenditure is always within the approved 
budgetary limits only". In the absence of relevant records it can-
not be ascertained as to whether the expenditure incurred against 
each and every item was within the limit sanctioned for each compo-
nent, The Committee, therefore, recommend that responsibility for 
the missing records should be fixed and steps should be taken to 
trace all the records without any delay. 

12.23. The Committee ad so take a very serious note of the fact 
that in spite of excesses on the estimated cost being more than 10 
per cent in individual cases, the management did not obtain the 
approval of Government prior to the incurring of such expendituure. 
The Committee have also noted this lapse in the case of project 
cost in respect of Watch Factory I & U at Bangalore. 

12.24. The Committee need hardly stress that incurring of ex-
penditure in excess of sanctioned estimates without even bringing 
the excess to the notice of the competent authority is irregular 
and the Committee recommend that responsibility for the lapses 
may be fixed. Government should also ens~ that such lapses do 
Rot recur. 

12.25. Since the Government have advised the Management to 
correct the situation, the Comnrlttee hope that the Management 
would now get the approval of Government to the revised estimates 
according to the prescribed procedure witbout any delay. The 
'Committee would like to be informed within three months of the 
presentation of the Report about the ac.tion taken by the Manage-
ment/Government in this regard. 
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12.27. Losses during 1968-69 and 1989-70 would have been higher 

by Rs. 68.94 lakhs anti Rs. 41.09 lakhs respectively but for the 
adjustment made on account of excess provision of Income Tax of 
"Rs. 34.47 lakhs in 1968-69, withdrawals of excess provision f(om 
development rebate reserve of Rs. 7.54 lakhs in 1968-69 and Rs. 30.96 
lakhs in 1969-70 as no longer required, profit on sale of imported 
machines during 1968-69 amounting to Rs. 26.93 lakhs and credits 
'relating to previous years written" back in 1969-70 amounting to 
Rs. 10.13 lakhs. 

12.28. The net loss of Rs. 54.29' lakhs for the year 1969-70 was 
mainly due to increased expenditure (Rs. 110 lakhs includjng 
.Rs. 22 lakhs pertaining to 1968-69) on salaries and wages on account 
of wage revision, as a result of the recommendations Of the Central 
Wage Board Award, given effect to retrospectively from Ist 
.January, 1969. 

12.29. The net profit during the years 1970-71 and 1971-72 is 
jnclusive of the development rebate reserve of Rs. 22.,56 lakhs and 
Rs. 10.40 lakhs withdrawn as no longer required during the years 
1970-71 and 1971-72 respectively. The net profit for the year 1971-
72 is also inclusive of the subsidy of Rs. 20.00 lakhs sanctioned by 
the Government of India to compensate the company for the inter-
>est liability on loans aggregating to Rs. 347.00 lakhs converted into 
.equity capital. 

12.30. With regard to the losses incurred by the Company the 
Management have stated as under: 

'''The year 1967-68 was the worst year of recession which 
resulted in a net loss of Rs. 6l) lakhs. The position of 
orders booked during the first three quarters of the year 
1968-69 continued, to remain unsatisfactory and the order 
position showed signs of improvement only during the 
last quarter of 1968-69. In view of this, the year 1968-69 
had also resulted in a net loss of Rs. 34 lakhs which, 
however, shows an improvement in working results as 
compared to the working results during 1967-08. 

fOn the" other hand the expenses On salaries, warJ;es 
and other expenses (particularly the interest liability) 
most of which are of a fixed nature have increased from 
year to year commensurate with expenses. We have 
been taking all steps like stopping further recruitment to 
'ensure that the expenses do not go up unreasonably. But 
"in an ~stablished industry, expenses cannot be curtailed 
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unless retrenchment is resorted to. On the contrary ex-
penses increase yearly in the range of 5-10 per cent. This 
is on account of increments and general increase in the 
Dearness Allowance and other expenses. 

Durng the year 1968-69, the Board considered various propo-
sals for retrenchment and layoff of labour to reduce fixed 
expenses and to make the Units more profitable. In ·view, 
however, of signs of improvement in the demand for 
machine tools and the difficulties involved in getting high-
ly skilled labour at short time to undertake production 
of highly sophisticated machines, these proposals could 
not be put into action. The loss during the year 1988-69 
would have been much less if measures were taken to, 
reduce labour force. 

The working of the Company during the year 1969-70 resulted 
in a loss of Rs. 54 lakhs successively for the third year 
mainly on account of the sharp increase of Rs. 110 lakhs 
in wage and salary cost which the Company had to bear 
during the year as an effect of the recommendation of the 
Central Wage Board for Engineering Industries. - Because 
of this factor alone a clear possibility of showing a profit 
was turned into an actuality of loss. 

In 1970-71 the working results of the Company despite brief 
spell of disturbed industrial relations resulting in strike 
and lock-out during October/November, 1970 in HMT I 
& II, Bangaloreand the Watch Factory, Bangalore show-
ed a net profit of Rs. 30.78 lakhs after providing for 
depreciation of Rs. 209 lakhs and interest oD. loans includ-
ing loans from Government amounting to Rs. 163 lakhs. 
(Interest on Government loans Rs. 92 Jakhs)." 

12.31. During evidence the Committee pointed out that the 
Management had stated that "in the established industry expenses 
cannot be curtailed unless retrenchment is resorted to". They 
enquired whether the Government did not agree that the proper 
approach to reduce the cost of production was through technologi-
cal improvements; and if so, what steps had been taken in that 
tion. The Secretary of the Ministry explained as foHows:-

"Though we agree fully, technolOgical improvement need not 
necessarily reduce the cost in all circumstances. A 
technological improvement might in' a given situation 
definitely increase efficiency, but to derive the full bene-
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fit of the technological improvement, one has to have a 
network, one has to have an order of production, one has 
to have a certain degree of stability in supply of compo-
nents and· raw materials, stability with regard to induc-
tion of inflow of finance, marketing etc. All these factors 
are very important and, therefore, while ideally it is 
correct that technology is primarily the instrument of 
efficiency, unless other things are there, I am afraid, 
technological improvement does not necessarily lead to 
reduction in cost. • 

As far as the standard force is concerned, the standard force 
is derived on the basis of a given component of men, that 
one has to have taking the job at its standard level. If 
the orders do not materialise or due to certain circum-
stances production levels 'go down, it will be very diffi-
cult for any organisation to keep on varying the standard 
force because the standard force really represent the 
minimum complement of men and skill that is needed to 
maintain the production at the minimum efficient level. 
While it is very necessary to see that avoidable induction 
of labour which is unproductive is stopped" if in a parti-
cular year, the production goes down, it may not either 
be desirable or possible to concomitantly cut down the 
standard force." 

12.32. The Committee pointoo out that every year, the salaries 
and wages were going up. This meant that the cost of production 
was going up. They desired as to the method followed for keeping 
the cost at least at the same level, if it could not be reduced. It 
was stated that this could be achieved through higher production. 

12.33. In regard to the stePs taken to reduce the cost of produc-
tion, the Chairman, HMT stated as under:-

"We must have a technological improvement to roouce our 
cost and efforts are being made continuously in this 
direction. We have been doing it. We have strengthened 
production technology cells in each of the Units. We are 

. hiring people. Raw graduates are given freedom to 
criticise the methodology employed in the various shops 
and this is being continued and we are sending these 
boys abroad to see how similar jobs are done and how 
our collaborators and others work. They will come back 
Rnd I think we will continuously have to keep on improv-
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ing our production technology. We have to make use of 
the labour 100 per cent and improve our own manage-
ment efficiency and production technology." 

12.M. The unitwise working results for the year 1970-71 and 
1971-72 are as indicated below: 

Watch factory Head 
Office 

1& II 
III 

IV 

V 

197°-71 1971-7Z 

(-) 40·.p 3°'09 
(+) 7'46 25'68 

(-) 53'Z3 (-) 97'29 

(-) 6g'Z2 (-) 66'13 

(-) 155'41 (-) 167'65 

(+) 190' Z3 (+) 227" 17 
(+) 18'52 (+) 2'99 

12.35. The Committee enquired about the extent to which profit-
ability of the Company was contributed by the followin·g factors:-

(a) Increase in the profits of Watch factory, 
(b) Profit on the sale of tractors assembled out of imported 

components, made for the first time in 1971-72 by Unit 
III, 

(c) Profit on the sale of Printing Presses and Heavy Duty 
Presses manufactured in Units IV and V. 

12.36. It W1as stated as follows:-

"While admitting that the profits which have finally emerged 
have been substantially contributed to by the Watch Fac-
tory, it may not be factually correct to say that the Trac-
tors and Printing ITesses and Heavy Duty Presses have 
contributed substantially to the profits in 1971-72. Of 
course in the coming years the Tractors, especially, can 
contribute very substantially. The margin in Printing 
Presses also is likely to be fairly high but in Metal Form-
ing Presses the margIn is not likely to be high because it 
is very heavy equipment and it is unlikely that the profits 
margin will be substantial till the imports are substantial-

. ly reduced and production is indigenised. The type of 
work is such that we are unlikely to get a very sub-
stantial margin so far as Heavy Duty Presses are con-
cerned. . . - .... - WI! 
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12.37. In regard to profitability analysis the Chairman, HMT 
6tated during evidence as under:-

"We have given profitability analysis of every unit, but if 
you ask profitability analysis of a new production unit 
that we have introduced, that is only a domestic exercise, 
that is So inter-linked with another capacity that it is 
difficult to give, If we are using the available capacity 
of HMT III and if you ask what is the extent of profit, 
don't you make profit in tractor and lose in machine, it 
is difficult to give you, We are making profit, But this 
is overall figure I can give you," 

He added: 
"I personally feel, unless you have an exclusive export 

market, machine tool is an industry which has got very 
limited scope for profit. In foreign countries we have 
seen that in such type of factories they make two things. 
In one factory they are manufacturing machine tools and 
make -guns and weapons, They balance up their balance-
sheet and ultimately there is profit in balance-sheet, We 
have seen Renaults, They make machine and cars but 
they have 60 per cent of their market abroad, So they 
are not so much affected by depression in machine tool 
business, Our pattern of machine tool is continuously 
better by (a) diversifying vertically. we are designing 
new type of machines and (b) we are also diversifying 
horizontally by taking other products So that overall pro-
fitability is kept always in view," 

E. Unitwise Working Results 

12,38, The following table indicates the unitwise working 
results:-

Machine Tools Units 
I&n 
III 
IV 
V 

Watch Factory 
HeadOfficc· 

(Ra, in lakha) 

('"-)91'83 (-)21'69 (-)88'04 (-)57'45 (-)40'4Z 

(-)39'3Z (-)35'9Z (-)%4' 51 (-)z6'98 (1) 7'46 
(+ )18' 10 (-)51' 33 (-)5Z' 36 (-)58'63 (-)53' Z3 
(-)43'85 (-)73' 86 (-)97' 15 (-)117' 31 (-)69' ZZ 

(j )30'09 
(~)Z5'68 

(-'\97'z9 
(-)66' 13 

(+)z6' 76 (-)ISZ- 80 (-)z62'o6 (-)z6o' 37 (-)ISS '41 (-)I07'6S 
(+)99'47 (+)II6-8S (+)147'83 (+)171'70 (+)190,33 (-'-)ZZ7·17 

(+ )79- 9S (+ ):W 38 (-1-)18' 5Z (+) Z- 99 

.Profiu of Head Office represent write back of exces. provisions and income from 
services rendered centtaUy. 
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12,39, It is seen that Units I & II incurred losses from 1967-68 to-
1970-71 Unit III incurred losses from 1966-67 to 1969-70, Unit IV , 
from 1967-68 to 1971-72 and Unit V has incurred losses from 1966-67 
to 1971-72, 

12,40, In computing the losses, the following expenditure on social 
overheads has been taken into account:-

(Rs)n Iakhs) 

1966-67 1967-68 1968-69 1969-70 1970-71 1971-72 

I, Township 32'96 47'43 49'57 52'28 54'83 34'64 

2, Schools and edu-
cational facili-
ties 1'16 1'53 1'31 1'27 1'70 1'76 

3, Medical, 7'23 7'76 6'05 7'84 8'81 II' 12 

4, Subsidised trans-
24'76 port 25'66 26'01 29'12 29' 90 36'71 

S' Others IS'go 18'56 19'76 20'47 26'00 13'99 

TOTAL 8z'ol 100'94 102.'70 IIO'gS I2. 1. 2.4 98· 22 

---.-------

12,41. The Committee enquired about the reasons which resulted 
in the losses in Unit IV & V, The Joint Secretary of the Ministry 
explained the position as follows:-

"So far as Units IV and V, that is Kalamassery and Hydera-
bad, are concerned I would submit that Kalamassery 
would not have made losses had it not been for the serious 
labour troubles which have been plaguing it for the last 
three to four years, You will observe that in 1966-67 it 
did return a surplus of 18 lakhs, It has run into losses not 
because anything is wrong with production planning or 
gecause anything is wrong with the product mix, but the 
only trouble is that the i\actory has not worked to fuU 
capacity because of continuing labour troubles, Even to-
day Kalamassery has not full orders and it is not that due 
to non-availability of work that Kalama:ssery is suffering, 
Kalamassery is suffering because it has not been able to 
produce to the extent of orders it has always had and 
that has been due to the serious labour difficulties, as I 
have just now submitted, 



In order, however, that the Kalamassery unit also could 
break even, we are thinking of a new line at Kalames-
sery, that is, printing presses. For the printing presses, 
the capital cost is Rs. 428 lakhs and when it is fully in 
production it should have a turnover of around Rs. 5 
crores and this is a line which should give us a pre-tax 
return of at least 16 per cent of the capital employed. 
Therefore, we are fairly. hopeful in our expectation that 
in case Kalamassery gives a couple of years' working un-
troubled by go-slow and other methods which affect effi-
ciency, it should be possible for it not only to come up to 
a point of break-even but to return a sizeable surplus in 
course of time. 

As regards Hyderabad, as has been explained, this is a unit 
which produces special purpose machine. There are selling 
problems in the sense that, several orders have been can-
celled and for several orders which were given, machines 
were ready but deliveries were not taken. This is because 
this equipment is high value equipment which is lailored 
to a particular unit and is not capable of being diverted 
and unless the party on whose specifications it has been 
built takes it, it is not possible to sell it. The value of 
the equipment is such that the party which orders for it 
must also be fairly advanced in project formulation, and 
must have also 'got all the clearances-whether it is proce-
d~_ral or clearances from the financial institution. We 
have got instances where we have seen that even r~puted 
concerns, after having given orders and paid 'advance, 
have allowed the advance to. be forfeited but have not 
been able to lift the machines either because they are run 
dry of cash or certain clearances are pending or foreign 
collaborations are not there or they have not ~ot all the 
ends tied up so far as financial institutions are concerned. 

So far as special purpose. machines are concerned, the items 
are such that the time taken for making the special pur-
pose ma-chines is 24-3() months. Therefore this unit has 
necessarily to have two things. One is heavy capital in-
vestme.nt without which you cannot make special purpose 
machines and the other is a very long building time 
which means a very high inventory of works in progress. 

Therefore we feel that this position will not remain because 
we have added the Heavy Duty Presses and the metal 
forming press and also lamp making machine in the line 
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of production in Hyderabad. We do feel that with the 
turn over of Rs. 8'0 crores on account of lamp making 
machine and Rs. 3'5 crores on account of metal formillg 
press it should be possible for Hyderabad to function in 
the manner that their machine capacity will not remain 
idle and that they will not suffer due to heavy lead of 
works in progress because at that time they will be able 
to use the machine for tenns of metal forming machine 
and lamp making machine. These difficulties with re-
gard to Units IV and V have been constantly under the 
review of the Board of Directors which have been engag-
ing the attention of the Government and these new lines 
of production which had been given to Kalamassery and 
Hyderabad had been given due appreciation and response 
in order to enable to come to a stage when they can break 
up this and also start showing certain surplus. We are 
quite confident that in three years' time both Kalamas-
sery and Hyderabad will be. out of the red. 

So far as Kalamassery is concerned there is a question with 
regard to continued labour unrest. So far as Hyderabad 
is concerned, we are quite certain that once the lamp 
making machine and heavy duty press start functions in 
proper order, we will be successful in breaking the 
ground." 

.12.42. The Committee find that whereas the Company incurred a 
net I08S of Ks. 154'53 lakhs during 1967-68 to 1969-70, it showed a 
net profit of Ks. 53'34 lakhs and Rs. 122'51 lakhs during 1.970-71 and 
1971-72 respectively. The Committee, however, note that it is the 
watch factory that has mainly and substantially contributed towards 
profitability and economic viability of HMT. As against the tntal 
profit of Rs. 9'53 crores made by the watch factory, during 1966-67 
to 1971.72, the machine tool units incurred a net loss of Ks. 9:42 
crores during this period. The bulk of the loss was contributed by 
unit IV (Kalamassery) and Unit V (Hyderabed) Unit IV incurred 
a loss of Ks. 312.84 lakhs during 1967-68 to 1971-72 and Unit V in· 

. curred a loss of as. 467:52 lakhs during l,966.67 to 1970-71. Reces· 
sion in the country resulting in low order position, increase in the 
expenses on salaries, wages and other expenses particularly the in· 
terest liability from year to year and the expenditure incurred on 
excesS staff resultiRg in high cost of production, disturbed industrial 
relations resulting in strikes and lock· out have been cited as the 
reasons for the losses in the machine tool units. 
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12.43. As explained in the preceding Chapter of the report, the 
Committee need hardly point out that there has been lack of pro-
per planning right from the beginning in not having made a c1f'ar 
and realistic assessment of the demand for the various types of ma-
chine tools in the country, not fixing the capacities of the units on 
a scientific basis taking into account the relevant factors affecting 
production, not imprbving the productivity and labour efficiency re-
sulting in high cost of production. not and in not having a broad 
blue print for diversification etc. 

12.44. The Committee have at the relevant places made suitable 
recommendations in order to increase the productivity and produc-
tion ~rformance of HMT. They hope that the recommendations 
will be considered and implemented by the GovernmentlMannge-
ment in the best interest of HMT. 

12.45. The Committee also hOPe that with the remedial measures 
already introduced by the Management, it should 'be possible to 
improve profitability of HMT and maintain its dominant role as 
producer of machine tools in the country. 

F. Credit Control 

12.46. In respect of sales effected under DGS&D Rate Contracts, 
-90 per cent to 98 per cent of the invoice value is payable on proof 
of despatch and the balance amount is payable after receipt and ac-
ceptance of the machines and accessories. In respect of acceptances 
of tender issued by DGS&D, the terms of payment vary from A.T. 
to A. T. and 90 per cent to 95 per cent is made on proof of despatch 
and the final instalment payment is made on proof of receipt and 
acceptance of the goods and also after adhering to other payment 
terms and conditions of the contract such as the approval for the 
extension of the delivery date, if any, approval of the final price if 
the prices earlier accepted are provisional subject to escalation etc. 
In the case of supplies to DGOF under Supply Orders issued by 
them, the terms of payment vary from order to' order though the 
bulk of payment is made either in instalments or on proof of supply 
and the balance payment is again subject to receipt and acceptance 
of goods, amendments to supply order for delivery date, final price 
etc. 

12.47. In case of special purpose machines. the Company general-
ly insists on an advance payment upto 30 per cent with the order. 

12.48. The payment terms and conditions normally extended to 
DGS&D Rate Contract are also applicable to direct salea to Public 
Sector Undertakings. 



12.49, In respect of sales to private parties the company generally 
insists on advance upto 20 per cent with the order and balance pay-
able before despatch or against documents through bank, 

12,50. In the case of leading and established customers credit is 
.also extended with a view to promote the sale of the machines. In 
such cases, as far as possible, the company insists on Letter of Cre-
dit or Bank Guarantee, Sale to private partfes also include sale 
Under IDBI and instalment schemes and also payment under bill 
market scheme, 

12.51. The sales department has been authorised to extend differ-
ent terms of payment to the customers within the limits of delegat-
ed powers. All cases involving deviations are put up to competent 
authority for approval, 

12.52, The following table indicates the value of book debts and 
the sales during the last six years from 1966-67:-

eRs, in lakhs) 
---

Year Book debts Total Sales Percentllge of 
debters to 

Good Doubtful sales 
.------~~ 

1966-67 · 336' 14 336' 14 1504'65 22'3 

1967-68 · 328·44 0.20 328 64 1465'46 22'4 

1968-69 436'44 0'20 436.64 1535' 19 28'4 . 
1969-70 · 479'43 0'20 47~'63 1666'60 :8·8 

1970-71 · 626·88 0'20 627'08 2043'45 3°'7 
1971-72 690'78 0'20 690'98 29S3'SI 23'4 

--"----
12,53, The details of the amounts outstanding for more than one 

year as at the end of each year and 'its distribution between C',.ov-
ernment Departments and Private Parties are indicated below:-

eRs, in 1akhs) 

1966-67 1967-68 1968-69 1969'70 1970-71 1971-72 

. Government 
Depll'tmeJlu 53'43 82'38 SlZ'83 So'OI 78'01 90'59 

Private Parties 12'21 n'41 IS'" 34'05 27'52 44'54 

TOTAl. 6~'70 93'19 108'38 JJ4'76 105'53 135'13 
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12.54. The following table indicates the percentage of debts out-
:standing for over one year to the total debts during the period 1967-
t68 to 1971-72. 

1967-68 28' 5% 

1968-69 2.4 • 8 % 
1969-70 23'0% 

1970-71 16'8~~ 

1971-72 19' 5% 
--_._-.--_ .. _-_ .. __ .. _-- ._---------_._----

12.55. The Company has attributed (April, 1971) the following 
rea'sons for outstandings beyond 1 year:-
'Government Departments 

(a) Non-receipt of 2nd and 5th copies of DGS&D Inspection 
Notes. 

(b) Non-finalisation of firm prices by DGS&D in respect of 
rate contracts, etc. 

Private parties. 
12.56. A major portion of outstandings represents amounts due 

under Hire Purchase Sales Scheme, which are repayable in 25 
monthly instalments. 

12.57. In order to meet its working capital requirements the 
Company hlas arranged 'cash credit facilities and bill discounting 
facilities with the State Bank of India subsidiaries and the- nntional-
ised banks. The extent of cash credit availed of and the bills dis-
counted together with the inte~est and commission paid lire given 
below:-

Year 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

Cash ere-
dit availed 
of at the 
ad of the 

year 

542' 18 

519'46 

402'47 

~'83 

807'57 

1687'37 

Interest 
paid 

41'12 

13'04 

45'58 

33'29 

54'88 

97'25 

(Rs. in lakhs) 

Bills dis- Com mis-
counted 

and shown 
sian paid 

as outstand-
illl at the 
end of the 

year 

62'01 1'40 

127'03 1'20 

257'35 I'll 

190'90 0.91 

590,43 0·75 

670.13 1.11 
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12.58. In view of the fact that the Company is having bil1 dis-
counting facilities, the position of Sundry Debtors as indicated 
above is after excluding the bills discounted which were outstand-
ing as at the end of each of the years. Again, there will be hardly 
any debtors in respect of watches. In order to have a proper ap--
preciation of the percentage of Sundry Debtors to sales, the Com-
mittee enquired about the percentage of book-bets to sales after 
taking into account the bills discounted which were outstanding as 
at the. end of the year. 

12.59. In this connection the management have, in a written reply,. 
stated as follows:-

"In our opinion it would not be correct to consider the value 
of bills discounted as part of book debts for making the 
comparison of outstanding book debts with reference to 
turnover at the end of each year. The very purpose of 
discounting of bills is to have quick realisation of debts 
and thereby improve the ways and means position. The 
liability for the company in respect of bills discout1ted 
would .arise only in the unlikely event of the bills being 
not honoured by the customers when presented by the-
Bankers. We, therefore, feel that any comparison of book 
debts inclusive of bills discounted to the turnover would 
represent a misleading picture of book debts." 

12.60. Asked about the criteria followed by the Company for-
discounting of bills it has been stated as under:-

"The IDBI bills are discounted after the sale of machines .. 
Hire purchase and lnatalment Sales Bills also are dis-
counted after sale of machines. In respect of other bills, 
discounting is resorted to as and when found necessary 
i.e. depending upon the ways and means position and uti--
lisation of the cash credit liJnits. 

12.61. The bills under Hire purchase and lnatalment Sales carry 
interest payable by the customers and hence the discounting of bills. 
under these two schemes does not involve any interest liability tG 
the company. 
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, 12.62. The Management have furnished the following details of 
hills discounted under various schemes during the last five years as 
follows:-

1967-68 

1968-60 

1969-70 

1970-71 

1971-72 

Bills discounted 

IDBI HPS and ins-
talment 

(Rs. in lakhs) 

76.58 12'00 

110'47 IS'9S 

2I9'52 3°'73 

247'5S 36'80 

222'89 61"49 

Bills outstanding at the end of the 
year 

IDBI HPS & instal-
ment 

49·23 r· 39 

209'79 10'3S 

124'45 12'22 

492'11 (28'63 

542'72 42'02 

12.63. The Committee enquired about the terms and conditions 
for the discounting of the bills. The Management have stated as 
tollows:- . 

"The bills are discounted by the bankers accorwng to their 
normal terms which include payment of nominal dis-

" ' eounting commission and interest for the discounted pe-
riod. As already explained the Company does not incur 
any interest liability in respect of bills discounted under 
IDBI, Hire purchase and Instalment schemes. Even in-
terest on other bills discounted the rate of interest ,harg-
ed by the bankers for the discounted period is the same 
as applicable to the cash credit loans. If bills bad not 
been discounted, the cash credit utilisation would have 
been higher to that extent and hence the same would 
have attached interest liabUity on such higher Cflllh credit 
utilisation. Hence no additional burden is involved on 
the company in respect of discounting the bills. In this 
connection we may also clarify that but for the discount-
ing facility being availed of by the company the ways 
and means financial position of the company during the 
year would have been very seriously affected, and the 
company would have faced serious financial difficulties tn 
day to day financial management. 

Details Of interest and commission paid during the last 5 years 
for general bills discounted are as follows. Interest charg-
as in respect of !DBI bills and HPS/Insta!ment· scheme 

504 LS-16. .; "'; ;'T,... ... 
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have not been furnished as the interest ·charges are borne 
entirely by the customers, -

Commission Interest 
(Rs, in lalths) 

1967-68 1'18 3'15 

1968-69 1'08 2'05 

1969-70 0'85 0'38 

1970-71 0'68 2'44 

1971-72 0'99 2'93 

The discounting Commission paid on HP/lnstalment sales Bills 
discounted are as follows:-

1967-68 
(Rs. inlakhs) 

0'02 

1968-69 0'03 

1969-70 0'06 

1970-71 0'07 

1971-72 0'12 
~ 

12.64. The Committee enquired whether the Company's present 
system of billing and collection of debts permitted effective control 
on the realisation of debts and how the company explained the 
large amount of debts over one year. It has been stated tMt:-

"there has been an improvement in the position during 1970-
71 and 1971-72, The company has a good system for fol-
low up of all outstanding debtors. However, in view of 
the various proceduI1al formalities involveti in getting 
clearance from DQS&D and DGOF in respect of sup-
plies made against their supply order/Rate Contracts and 
Acceptance of Tender, certain amount of delay in respect 
of collection of debts appears to be inevitable, more par-
ticularly in respect of balance payment due which are 
subject to receipt of 2 & 5 copies of Inspection Notes, 
finalisation of firm prices, amendment of delivery dates 
etc." 

12,65, Asked about the steps taken to ensure realisation of old 
outstandings the management have stated as follows:-

"All old debts are subjected to special periodical reviews and 
follow up action is taken to collect these debts. In impor-
tant cases, follow up il done. even by personal visits to 
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customers for collection of outstandings. These out-
standings are discussed periodically with the DGS&D and 
DGOF officials with a view to expedite the collection of 
all outstandings. Out ef debts outstanding for over one 
yea:r;- as on 31st March, 1972, we have already collected 
Rs. 30.32 lakhs," 

12,66. It is noticed from the Review of Accounts by Indian Audit 
and Accounts Department far the year ending 31st March, 1972. 
that the working capital of the Company amounted to Rs. 1389,83 
lakhs in 1969-70, Rs. 1970:65 lakhs in 1970-72 and Rs. 2407.06 lakhs 
in 1971-72 and represented 9:9, 11:5 and 10:2 months' value of pro-
duction at cost (excluding depreciation) during these years. The 
'Committee enquired whether the Management considered that the 
·working capital was on the high side and about the measures, if 
any, being adopted to keep the working capital requirements to the 
bearest minimum so as to limit the cash credit drawal and the in-
terest paid there on. 

12,67. In a written reply the Management have stated as under:-

"The inventory of raw materials stOres and Spare Parts, 
Tools and instruments should, in our opinion, be consi-
dered in relation to the production progr.iinune of the 
subsequent year as the inventory planning is to be made 
on the basis of future llrojections of production." 

12.68. On this basis, the inventory holdings of these three 
items as a percentage to the total expenditure on production of 
subsequent year works out as follows:-

year of prodn, Total Percentage of inventory as at the Work-in-
cost of c)08C of previous year progress 
Prodn. R.M, S&S Tools Total 

(Rs. in lakhs) 

1969-70 %000'22 8'7 6'7 7'S 22'9 18'9 

1970-71 2373'74 II ·6 6'3 5'6 23'S 17'4 

1971 -72 3208'78 II'O 6'4 4'6 22'0 16'3 

12.69. It can be seen from the above statistics that the inventory 
holdings 9f raw materials, stores and spare parts and tools together 
do not show any wide fluctuations during 1969-70 to 1971-72. It can 
also be observed that the inventory of work-in-progress as a per-
-rentage to to·tal expenditure on production also shows, more.or less, 
,a steady trend. ' 
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12.70. The working capital (excluding the finished stock from 
the calculations of the working capital) as a percentage to the value 
of production at cost during these years (excluding depreciation) 
would represent ~bout St months value of production during 1969,:" 
70 and 1970-11 and about 7 months value of production during 1971-
72. On this basis the, working capital position shows an improve--
ment in 1971-72 as compared to 1969-70 and 1970-71. The company 
has a programme to liquidate the finished stocks in such a way as 
(0 restrict its stock holdings to around or less than Rs. 5 crares by 
the end of March, 1973 and rigorous efforts are being made to 
achieve this object. The other factor which has made an impact 
on the working capital is the increase in loans and advances. This 
is meinly due to the fact that due to general financial stringency. 
and difficult supply position, most of the suwliers insist on pay-
ment for supplies by presenting the documents through Banks. 

12.71. Since a substanital amount of sale takes place during the 
last quarter of the year and more particularly during the last month 
of the financial year, the sundry debtors as on the clOSing day of 
the financial year is somewhat on the higher side though large part 
of these debts would have been collected in the subsequent months. 

12.72. The management is also very keen on restricting the work-
ing capital to the bearest minimum and in our opinion a working 
capital of about 6 to S months value of production will have to be 
considered reasonable for our industry. keeping in view the produc-
tion cycle time. debts collection time and also the need to hold a 
buffer inventory of critical production materials etc. 

12.73. Tpe Committee find that the value of book debts increased 
from Rs. 336'14 lakhs in 1966-G7 to Rs. 690'78 lakhs as at the end 
of the year 1971-72. During the same period sales increased from 
Rs. 1504'65 lakhs to Rs. 2953:51 lakhs. The percentage of debtors to 
sales worked out to 22:3 per cent in 1966-67 and 23:4 per cent in 
1971-72. The Committee have been informed that with effect from 
1967-68, the Company has been discounting the bills with its bank-
ers. The bills so discounted and outstanding as on 31st March, 1972 
aggregated Rs. 670:13 lakhs. The figures of sundry debtors as on 
31st March, 1972 are exclusive of these outstanding bills. But for 
the cUseounting of these bills, the sundry debtors as on 31st Marcia, 
1972 should have gone up by Rs. 670:13 lakhs and the percentage of 
debtors to total sale as on 31st March, 1972 would come to 46 per 
cent (approx.) as against 22:3 per cent in 1966-67. 

The Committee note that whDe the turnover is inclusive of the 
sale of watches which is almost made on eash basis, the book dellt& 
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:pertain to machine tools. If this fact is twa iato account, the 
percentage of book debts to turnover will be still higher tha.n the 
figure of 46 per cent. Owing to the increase in the working capital 
requirements partly contributed by the heavy book debts and finish. 
ed stock, the company had to avail of large cash credit and bill 
discounting facUities from the banks. The incidence of interest and 
commission on these facilities amounted to Rs. 98:36 lakhs in 1971-
72 which is quite heavy. The Committee recommend that the 
Management should evolve an effective system of follow up of all 
outstanding debts to ensure their quick realisation and also take 
concerted measures to bring down the inventory of finished stock 
within reasonable limit. 

12.74. The Committee also find that in respect of bills outstand-
ing for more than one year, the major portion relates to Govern-
ment Departments. The Committee recommend that this problem 
should be tackled at the level of the Ministry so that the outstand-
ings are cleared without any delay. The Committee also suggest 
that the procedure for the clearance of bills for supplies to Govt. 
Departments should be reviewed so as to ensure that such delays 
are avoided in future. 

G. Internal Audit 

12.75. The internal audit section started functioning from the 
middle of 1969-70 in Units I & II, from August, 1970 in Watch Fac-
tory and from 1st April, 1971 in Units III and V. 

12.76. According to the instructions issued by the Bureau of Pub-
lic Enterprises in September, 1967, a proper system of internal audit 
was required to be introduced and an Audit Manual outlining the 
scope and programme of work for internal audit was to be compil-
ed. In December, 1970 the -Company informed the Bureau that ac-
tion had been taken to have a continuous and effective system of 
internal audit and to comtlile the Internal Audit Manual. The 
Management stated (December, 1971) that the Manual has since 
been issued· 

12.77. The Committee en~uired as to why the Company did not 
introduced the system of internal audit in its various units uptil 
1969-70. The management have stated in written reply that: 

"the standard force for Internal Audit Department was sanc-
tioned by the Board of Directors in April. 1969. After the 
approval of the standard force of the internal audit de-
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partment action was taken to recruit qualified personnel 
for being posted as internal Audit Officers after giving 
them an intensive training in the various fields." 

12.78. In regard to the internal audit in Unit IV at Kalamassery 
the management have stated that the Officer recruited for the pur-
pose of Internal Audit in HMT IV submitted his resignation. In 
spite of several interviews being conducted to fill up these POllts, 
We have not been able to select a suitable candidate. Attempts are 
again being made to call for fresh applications to find out a suitable 
candidate for the post of Internal Audit Oftleer in HMT IV, Kalamas-
sery. Hcywever, in HMT IV, Kalamassery we have recruited an 
Audit Assistant who has been discharging some of the duties of In-
ternal Audit. 

12.79. The management have further informed the Committee as 
follows:-

"Internal Audit Officer in HMT V, Hyderabad has since sub-
mitted his resignation and hence the post, is presently 
vacant. 

We have at present vacancies of 10 posts in the Internal Audlt 
Department consisting of 2 officers, 2 laudit assistants and 
6 stenographers. We propose to fill up the posts of ste-
nographers as and when situation warrants the same. 

Apart from the position explained above it may be pointed 
out that the Deputy Controller of Audit was conducting 
a general review of the accounts of the various units of 
the Company. In this connection we would also like to 
clarify that the ~ompany has a good system of Internal 
Control which serves the preliminary purpose of inter-
nal audit to a great extent. Under the present working 
arrangements all proposals involving financial expendi-
ture are sanctioned only with the prior financial concur-
rence which effectively serves the purpose of controlling 
the expenditure from the initial stage itself. 

In view of the proposals under consideration for restructuring 
the organisation by formation of subsidiaries and Holding 
Company, We are also thinking of decentralising the audit 
functions. " 

12.80. The Committee regret to note that although the units of 
HMT have been functioning for almost 10 years now there was no 
effective system of intemal audit till 1969-70. The Committee find 
that evtUl DOW the internal audit organisation has not been huilt up 
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in a full measure. The Committee feel that management is still 
going slow in the process. The Committee need hardly stress that 
internal audit being one of the essential tools of management con· 
trol, the Company should activise the internal audit cells In the vari-
ous units and make use of the reports of internal audit to set right 
the deficiencies and plug loopholes if any, in the working of . the 
units. The Committee would also reiterate their earlier recommen-
dation contained in para No. _ of their Fifteenth Report (1967.68) 
Fourth Lok Sabha that the functions of the Internal Audit should 
also include a critical review of the system procedures and opera· 
tions . of the Company as a whole. 
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ORGANISATION 

A. Organisational Structure 

13.1. In view of the fact that the operations had become too 
numerous for the Centralised Organisation to administer and con-
trol effectively and on the recommendation of the Ministry of In-
dustrial Development and Internal Trade, the Company decided in 
September, 1971 t'O undertake a study in depth of its multi-unit 
'Organisational set up with a view to investigate the feasibility of 
brelaking up the present structure into various subsidiary Com-
panies, with a holding corporate apex at the top based on product 
specialisation and regional consideration. In February, 1972, it was 
decided, on the basis of the report of the consultants, who were 
engaged for the purpose, that the existing structure should be 
broken up into subsidiaries with a holding Company at the apex. 
A Committee was appointed by the Directors t'O work out the details 
regarding the organisational structure of the subsidiaries, the con-
trol t'O be exercised by the apex, tax benefits, flexibility of Inter-
corporate investments etc., and to submit a report. 

13.2. During evidence the Chairman, HMT informed the Com-
mittee that Dr. Kamla Choudhury of the Institute of Management, 
Ahmedabad who was entrusted with the job made a thorough study 
and submitted a report. It was brought out in the report that HMT 
had grown in size and structure so vast that it needed a very highly 
decentralised organisational set up with various subsidiaries com-
ing under the apex holding Company. Dr. Kamla Choudhury sug-
gested.. that- the Company should be divided into product-wise sub-
sidiaries. She recommended a machine tool subsidiary, watch sub-
sidiary, a tractor subsidiary, a printing press subsidiary, 

13.3. The Man.agement examined th~ reported and found that it was 
difficult to have a coordination in case the Company was divided 
into product-wise subsidiaries. Secondly, HMT had diverted the 
various factories into different lines 'Of production. The diversifica-
tion, for example, in HMT Pinjore was such that it was inter-w'Oven 
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'md 't diffi It di ti "ush what parts were made at a parti-
- 1 was eu to s ng. ~ suggested that HMT should have a 
. cular lathe. So the managemen~ .. II B I ld be b 

hi -, anga ore wou one au -
geograp cal dispersal. HMT I an"" ld b th b 'd' d 'di S . ' e ano er su SI lary an 
81 ary, nnagar Watch Factory wo\. t d b G t d h 
like that. The proposal had been aecep. e y overnmen an as 
been approved by Cabinet. 

• . .q,l General Meeting 
, 13.4. In his statement at the Nmeteenth Ann~ HMT t t d 

of Hindustan Machine Tools Ltd. the ChairmaD, 5 a e as 
follows:- t't_ lO.. 

"Our preliminary thinking is that the HMT's vnious u:its/ 
divisions would be formed into separate subsid.iary com·, 
panies. There will be seven such subsidiary companies: 
(i) Machine Tools and Die-Casting and Plastic Injection 
Moulding Machines, Bangalore; (ii) Machine Tools and 
Tractors, Pinjore; (iii) Machine Tools and Printing Press 
Machinery, Kalamassery; (iv) Machine Tools and Heavy 
Duty Presses and Press Brakes, Hyderabad; (v) Watches, 
Bangalore and Srinagar; (vi) Machine Tools, Ajmer, which 
at present functions separately as Machine Tool Corpora-
tion of India and (vii) International Operations. 

The ownership of these seven subsidiary companies would vest 
in the HMT Holding Company. The Holding Company 
would look after, among others, matters like: Corporate 
planning; Finance; Sales and Marketing; relations with 
the Government, the Parliament and the public; Evalua-
tion and control of the performance of its Subsidiaries; 
broad personnel policies; Research land Development; 
Management systems and Organisational development. 

All other functions and relevant powers would be delegat-ed 
to the subsidiary companies. This decentralisation would 
cover among others, <production, product design and fabri-
cation of proto-types, administration of personnel and 
industrial relations and above all, profitability of the res-
pective units." 

13.5. In regard to the subsidiary for the watch factories, the 
Secretary of the Ministry informed the Committee during evIdence 
as follows:-

"So far as the Watch factory is concerned, the first thinking 
was that since the Kashmir Watch factory was in the pro-
cess of being set up, we should have one subsidiary for 
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watches which should cover both Bangalore and Kashmir. 
But even here it has been felt that very serious problem 
will come up in controlling units from Bangalore. U 
local Manager has to lOOk upto Bangalore' for direction 
and decision and the decisions are not taken in time and 
the progress will be retarded. We are, therefore, now 
thinking of two subsidiaries-one in Kashmir and other 
in Bangalore." 

He further informed the Committee that:-

"There was a proposal from HMT that in addition to these, 
two more subsidiaries ought to be set up-one for Sales 
and the other for export. So far as sales are concerned 
the Chairman and tl1e Managing Director did feel that 
since the Sales function has been exercised certainly in 
the past and all the expertise in regard to selling had 
more or less been concentrated in Bangalore, it would 
,be much better to have a separate sale subsidiary. Gov-
ernment, however, felt that it would not be right to 
divorce the sales function from the production function 
because a General Manager must know what he is going 
to sell and has to plan for production accordingly. If 
responsibility is properly to be developed, it was felt that 
each subsidiary must have its sales responsibility. That 
was the view of the Government. In the beginning a 
good deal of assistance will be needed' for the sales from 
the Headquarters of the Holding Company because ex-
pe:r:tise was developed there in the past. Over the years 
necessary expertise ouglft to be built up in the subsidiaries 
so that each subsidiary may operate as an integrated unit 
in production and sales. International export operations 
are of a specialised character requiring a judgement of the 
overseas markets fairly closely, what sort of machine 
tools, designs and controls would be most appropriate? 
It was felt that this should have concentrated attention 
by a separate subsidiary. So, we have thought of a se-
parate international subsidiary." 

13.6. Asked as to whether it was advisable to have 'One organisa-
tion to deal with export of machine tools of the private sector as 
also the public sector; it was stated:-

"HMT international is being organised in order to give a 
thrust to exports. It will not be impossible for HMT 



241 
International to undertake export responsibility from the 
private sector also, provided it is assigned to them. It is 
not our intention at the moment that we should try to 
coerce them to come under one export agency, but if such 
an agency is formed and is found successful, we would 
foresee that in course of time, the HMT International will 
not only spearhead the export of machine tools, but would 
have a very substantial percentage of export of machine 
tools in the public sector and private sector." 

13.7. The Committee enquired about the present position with 
regard to the formation of holding Company, the Secretary stated 
as folrows:-

"'nle Memorandum and Articles of Association are being 
finalised and various suggestions in this regard have been 
received from the Chairman, HMT. We have consulted 
all the other concerned Ministries. We have had the bene-
fit of advice and comments of the C.A.G. in this regard and 
we are at the moment considering all these and so a final 
decision on the future pattern is not yet taken. We do 
hope that in the next two months we will be able to take 
these decisions so that Holding Company pattern may 
come a reality from the beginning 'Of the new financial 
year." 

13.8. In reply to Starred Question No. 335 in Lok Sabha on 6th 
December, 1972 it was stated that "it is expected that the proposed 
.reorganisation of Hindustan Machine Tools Ltd. would optimise 
efficiency, foster initiative at the different management levels and 
ensure 'Overall economy by utilising accountability. It is also ex-
pected that the Holding Company, in course of time, can be forged 
into an effective instrument for shaping and implementing Govern-
ment's policy in regard to the development of the machine .tools 
industry." 

13.9. The Committee enquired as to how these results were ex-
pected to be achieveO. In la written reply, the management have 
explained the position as under:-

"In the old set up, all decisions, policy as well as executive, 
were being made by one corporate entity, the Company 
Head Office; many executive decisions were also made 
by the Head Office. Production units did not develop an 
adeqU/ate sense of participation in- these deciSions and 
their performance was quite often left wanting because 
of this. 
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In the new set up, policy decisions and future plans will be 
made by the Hokiing Company, with the participation of 
all the Managing ~rectors of Subsidiaries. These Plans 
i8lld the ~ppropriate Budgets would be approved for a 
full financial year in adv~nce; the Subsidiaries would 
have clear goals ahead of them and the freedom to take 
all necessary executive decisions and lalso a sense of 
responsibility for achieving these goals. This would 
'optimise efficiency at production unit level, foster ini-
tiative, and ensure overall economy utilising accountabili-
ty. The Holding Company, as an investing and policy 
making body, not fixed with executive iactions, will be 
able to assume a detached and objective view of the Com-
pany's plans vis-a-vis the National Policies and will thus 
be able to take over responsibilities for shaping and 
implementing Government's policy in reg.ard to the 
development of the machine tool industry." 

13.10. It has been further stated that the formation of a Holding 
Company and subsidiaries in respect of HMT has two advantages:-

(i) Improvement of internal efficiency by the decentralisation 
of (authority; 

(ii) Integration of Government's policy responsibilities con-
cerning machine tools under one agency-the Holding 
Company and the professionalisation of policy adminis-
tration. 

13.11. HMT having grown too big for centralised auministration, 
would benefit greatly by the decentralisation of executive responsi-
bilities land authority into autonomous Profit Centres. The profit. 
centres would be set up as legally independent Subsidiary Com-
panies, with Boards of their own, which status would enhance the 
sense of autonomy and responsibility at the Subsidiary level. 

13.12. The Ministry has so far borne the responsibility for all 
entrepreneurial decisions concerning capital works, industrial re-
lations, etc., which have resulted in delays that at times worked out 
to the disadvantage of- the commercial interests of the Company. 
With a Holding Company coming into being, as an investing and 
Policy making body at a level higher than the level of the operat-
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ing units, the Government can entrust the Holding Company with 
the responsibility for policy administration and overall supervision 
so that the decisions are made more promptly and in a business way 
since professionalists will be entrusted in taking these decisions. 

13.13. The Committee understand that Government propose to 
form a holding company with each of the units as subsidiaries. It 
has been argued that HMT had grown in size and structure so vast 
that it needed a very highly decentralized organisational set up 
with various subsidiaries coming under the holding Company. In 
reply to Starred Question No. 335 on 6th December, 1972 it was 
stated that it was expected that the proposed' reorganisation of 
Hindustan Machine Tools would optimise efficiency, foster initia-
tive at the different management le~els and ensure overall economy 
by utilising accountability. It was also expected that the Holding 
Company. in course of time, could be forged into an effective instru-
ment for shaping and implementing Government's policy in regard 
to the development of the machine tools industry. 

13.14. The Committee have been informed that a final decision 
in regard to the formation of a holding company is yet to be taken. 
The Committee would suggest that all the implications of the hold-
ing company should be gone into carefully before taking a final 
decision in the matter. The Committee urge' that while taking a 
decision it should Ite ensured that the accoutability of the ('ompany 
to the Public and Parliament is not in any way reduced. 

B. Labour Relations 

Lock-out in Units I & II of H.M.T. 

13.15. A two week lock-out was declared in Units I & II of HMT 
in Bangalore from 8-9-1972 to 22-9-72. Lock-out was again declared 
on 10-11-1972 which lasted upto 9-12-1972 (29 days).' The production 
losses due to labour agitations during 1972-73 (upto December, 
1972) amounts to approximately Rs. 3.5 crores. The management 
have described the chain of events which resulted in the lock-out 
as follows:-

In HMT I & II right from the commencement of the current 
financial year (1972-73), there has been some sort of 
tesion and silent unrest in the minds of the workmen. 
which have manifested themselves from July, 1972 on-
wards in the form of demonstrations, processions, tool-
down strikes, abusing, fighting and assaulting !amongst 
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workmen within the factory premises and outside due to 
inter-union rivalry mainly between HMT Karmika 
Sangha (HMTKS) and HMT Employees' Association 
(HMTEA) over the question of recognition. The series of 
unfortunate events ultimately culminated in told indis-
cipline, acts of sabotage and threats to slafety of Company's 
property and the lives of loyal workmen, Supervisory and 
Managerial staff leading to a two week lock-out from 
8-9-1972 to 22-9-1972. 

At the interventi,on of the Hon'ble Minister for Labour Trans-
port, Touprism and Wakfs of the Government of Mysore 
who convened a meeting in his Chambers between the 
representatives of the Management and the rival Unions, 
and consequent upon his eftorts, the Management of HMT 
I & II Units signed an agreement with the HMTEA, 
which had earlier called for demonstrations and strikes. 
One of the principal clauses of the agreement was that 
the labour would assure peace and productivity within 
the works. However, the factories did not return to com-
plete normalcy. On the part of the Management all 
possible step had been taken to ensure protection and 
safety for workmen within the works, in addition to feed-
ing all materials required for production. As acfv'ised by 
the Hon'ble Minister for labour, Government of Mysore, 
the Management of the Units started discussing all mat-
ters relating to labour and production with the HMTEA, 
in addition to discussion with the recognisetl Union viz., 
HMTKS. In spite of our ~nd the clock vigil and per-
sistent efforts for maintaining full normalcy and optimum 
production, instances of indiscipline, grouping together 
by workmen, abusing, complaints and counter com-
pllaints by the rival union members and fights and assaults, 
due to inter-union rivalry continued. The minds of the 
employees appear to be still very much unsettled with 
consequential effect on production. 

In this connection it is further stated that a meeting between 
Shri M. S. Krishnan, President, HMTEA and eM, HMT 
I & II was fixed at 10.00 a.m. on 9-11-1972 in the office of 
the Personnel Manager. Shri M. S. Krishnan along with 
the office bearers of HMTEA arrived at 10.00 a.m. on the 
said date in Town Administration Building where the 
said meeting was to be held. Within a few minutes of 
this, a few office bearers of rival union viz., HMTKS and 



245 

some active workers numbering aJ::09ut 35 unauthorisedly 
entered the Town Administration Building and started 
shouting and creating a scene in front of the Personnel 
Manager's Office. When' the General Manager came to 
attend the schedule meeting, he was prevented by HMTKS 
office bearers and active workers from going into the 
Personnel Manager's office for the meeting. Since the 
situation was going out of control, the General Manager 
went to the Security Department to contact the Police for 
help. At this stage the group which had gathered near the 
Personnel ,Manager's office tried to forcibly open the door 
and started breaking the ventilator glass panes and also 
started throwing cups, saucers, trays and other office 
materials inside the Personnel Manager's office. Mean-
while, the supporters of HMTEA numbering about 500 to 
600 came out of the Shope and started coming towards the 
Town Administration Building. A few of them came out 
of the main gate and tried to enter the Town Administra-
tion Building. There was a scuffle between the two groups 
at the enterance. At this stage, the Police arrived 
and prevented the employees coming out of the gate and 
also took away all tile employees who were crowding and 
creating a scene in front of the Personnel Manager's 
Office. The General Manager requested Shri Krishnan 
to appear to the wo~kers who had assembled inside the 
factory to go back to their work spots. Shri Krishnan 
along with GM, Security Personnel and the Personnel 
Manager went inside and appealed to the employees to 
go back to their work spots. On hearing Shri Krishnan, 
the employees went black to their work spots. However, 
all of a stlClden after the commencement of the 'A' shift 
at about 5.40 a.m. the next day i.e. on 10-11-1972 all the 
workmen struck work. The active members of the HMTEA 
prevented the Managers and Supervisory personnel who 
were due to come to work at 7.15 a.m. They also broke 
the window panes of the Office of HMTKS. In the 
various encounters between the .rival Unions about 
30 people got injured and some 4 out of them rather 
badly ref{uiring immediate medical treatment. As there 
was riot inside the factories and there was every likeli-
hood of further danger to the property the management 
of the units was constrained to declare a lock out a little 
after 10.00 a.m. on 10-11-1972. 

The Labour CommiSsioner, Govt. of Mysore had caned a 
meeting of the representatives of the Management and 
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HMT Karmiik Sangha, HMT Employees' Association, 
HMT Mazdoor Sangha and HMT Youth Workers Union 
at 10.30 a.m. on 7-12-1972. Meanwhile a meeting was .:on 
vened by the Hon'ble Labour Minister, Govt. of Mysore at 
which Shri G. Ramanujam, General Secretary, IN'TUC 
and Shri Sat ish Lumba, General Secretary, AITUC and 

I· other State leaders of INTUC and AITUC and the repre-
sentatives of the Management were present. Through the 
good offices .of the Hon'ble Chief Minister, the Labour 
Minister, Shri Ram.anujam and Shri Satish Lumba, an 
agreed solution for the lifting of the lockoJ,lt was arrived 
at, the terms of which are as follows:-

1. Both the Unions in identical terms will make an ap-
peal to the Management and to the Govt. to lift the' 
lockout. They will also make an appeal to the work-· 
men to resume duty and maintain discipline and' 
production. 

2. There will not be victimisation of workers. The sus-
pended workers will continue to be under suspension 
but they' will however get subsistence allOWAnce as 
per the standing orders. The enquiries will be com-
pleteti within a period of one month; 

3. The lockout will not cause break in service; .s; 

4. The 'vorkmen will be paid 1 month's recoverable salary 
advance which will be recovered in six monthly instal-
ments commencing from the wages for the month of 
March 1973 payable in April, 1973; 

5. In response to the appeals of the unions the Manage-
ment will lift the lockout from 5.30 a.m. on 9-12-1972." 

13.16. DUring evidence the attention of Chairman, HMT was 
drawn towards the Report of the Committee on 'Personnel Policies 
and Labour Management Relations in Public Undertakings (Seven-
teenth Report FIfth I..;ok Sabha).' The Committee desired to know 
the steps taken on the report particularly with reiard to recognition·. 
of labour unions. 

The Chairman, HMT explained as follows:-

'''flifs problem is not as simple as it looks on the face of it. We 
have been discussing it at various national levels. I am 
flie Chairman of the Action Committee on Industrial Re-. 



247 

lations in the public sector. I have been meeting all the 
chiefs of the unions; we have had several discussions and 
we are again meeting on the 6th and 7th February to find 
out if there is any possibility, at least in the public sector, 
of having a certain set of norms for recognition of the 
unions." 

He added that:-

"We are helpless before the differences of the multi· unions in 
HMT I & II. In HMT III, there is a recognised union which 
has been working satisfactorily. The other unions ,,-anted 
to establish their rights over the workers. There was a 
scuffie iand the State Government intervened. The State 
Government have given recognition to the present union. 
We have been advised by the Labour Commissioner to deal 
with this union which is a majority union." 

13.17. In regard to the problems of the multiplicity of unions the 
lSecretary of the Ministry stated as under:-

"Where there is a multiplicity of unions, the Management do 
. not know as to with which union they should talk. In the 

code of discipline, the union which has been recognised as 
a result of its following, and which has been adjudged to 
'be the largest, is the one to be talked to. As the time 
elapses, other Unions also claim larger following. The 
Management have always to depend on the State Govern· 
ments to Know, as to which union has got the larger follow-
ing at a particular point of time. This is also a question 
which involves time and in the case of HMT, one of the 
difficulties has been that one of the unions which claimed 
that it has got a larger following, feels aggrievp.d that r,n 
its representation, the counting of the following has not 
yet been done by the Government. All these are pro· 
blems, which the Management have got to face from day 
to day." 
C. Industrial 'Relations in HMT IV Kalamassery 

13.18. In regard to the industrial relations position in Unit IV the 
management have informed the Committee as follows:-

"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 union repres~nting 

504 LS-17. 
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different sectional interests and political affiliations. lDl 
putting up demands they compete with each other making 
the issues complicated and an agreement difficult. 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 expired in December, 
1972. Labour unions have put up fresh demands some of" 
which are prima facie unreasonable involving heavy finan-
cial commitments. The demands are being studied now. 
With several unions in the field, it is a hard task to arrive" 
at a settlement smoothly. The Committee enquired about 
the bonus scheme introduced in Unit IV at Kalamassery. 
In a written reply the management have stated as follows: 

"The present incentive bonus scheme in HMT IV, Kalamas-
sery was introduced from June, 1971 and there has been 
no change in the scheme since then. Under this scheme 
employees are enabled to get substantially hig}1er incen-
tive bonus and overall production bonus. Under the 
scheme introduced in June 1971 a direct worker can earn 
incentive Bonus to a maximum of Rs. 130/- per month" 
as against the maximum of Rs. 65/- per month under the 
scheme in force prior to June, 1971. This is expected to 
motivate the workers to show better efficiency and there-
by contribute to higher productivity." 

13.19. During evidence the Chairman, HMT explained the position 
as under:-

"Not only in Kalamassery, but in HMT I, II and III labour in-
centive schemes are there. But in Kalamassery, because 
of this trouble, we gave an added attraction that if the 
improvement is very spectacular, during the 25th Year of 
India's Independence, we will give them a watch to all the 
sections. Every section would get a watch presentation. 
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 another 
issue. They want now added dearness al10wances and re-
vision of wage structure which agreement has expir~d on 
31st December. On the one side, we have been asked by 
file Government that wage revision has to be done ",eery 
carefully and on other side, labour is now demanding that 
we should revise the wa~e scales. Anyway, negotiationS' 
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are going on in HMT IV and we have appealed to them 
also. I have made a personal appeal the 8 Unions and I 
have asked them some time. I think something will be 
settled.'l 

D. New Code of Conduct of Industrial Relntiobs 

13.20. The Committee pointed out that during the course of dis-
cussion on the Calling Attention Notice in the Rajya ,Sabha on 28th 
November, 1972 the Minister of Industrial Development had stated 
that a new code of Conduct or new pattern of relations for the public 
sector was under the active consideration of the Government and a 
basic paper had been dr3wn up and was being discussed with the 
labour leaders. 

13.21. They enquired whether the new pattern of relation!! had 
been finalised. The Secretary of the Ministry explained the position 
as follows-

"This has been the subject matter of discussion for quite some 
time. As a matter of fact, the reply of our Ministp.r in 
Rajya Sabha which had been referred to was given 'in the 
context of the discussions which had been going at that 
time. We have been advised that two seminars nave al. 
ready taken place on this subject. The Ministry of Labour 
is involved in it. A paper was first prepared and that was 
placed before the first seminar. Certain amendment~ were 
effected. It was placed before the second seminar. On the 
6th, 7th and 8th of February, there is going to be a third 
seminar wherein.the representatives of trade unions, public 
sector undertakings, Government departments etc. will be 
represente"d. This will be a completely representative 
seminar, and some conclusions are expected to emerge. 
The question as to whether there can or there could be a 
separate set of industrial relations only in regArd to 'puh1i~ 
sector, has to be answered. If it can be so conceived, whM 
will be the frame-work, what will be the operative part 
of that. all these will have to be decided. Thereafter. thp 
conc;ent of al1 concerned has to be obtained before it be-
comes a pattern which can be adopted. At this sta~e. 
therefore. we can only submit for the consideration of the 
Committee that this is a maHer whicli is hein\l discussed 
at different levels on a very wide-bRsed manner and cer· 
tain conclusions are ",~pec'ted to emer~e" 
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.13.22. The Committee find that the multiplicity of trade unions 
particularly in Units I & H at Bangalore and Unit IV at Kalamassery 
has led to inter union rivalaries adversely affecting industrial rela-
tions and thereby production performance. Lockout had to be de-
clared twice in Units I & II during 1972-73 resulting in loss of Rs. 3.5 
crores. The Committee have been informed that due to the existence 
of multi unions and inter-union rivairy the industrial relations con-
tinue to be difficult in Unit IV. ,There was labour troubles in this 
unit during March-April 1972 resulting in a strike which lasted for 
16 days. The Committee recommend that in the best interests of the 
Company so that the production in the Company may not suffer, an 
early settlement of the disputes shonld be arrived at and better 
labour maDagement relations established. 

13.23. The Committee have dealt at length with the problem of 
labour management relations in their 17th Report on Personnel 
Policies and Labour Management Relations in Public Undertakings' 
(fifth Lok Sabha) and would like to reiterate that the company 
should spare no effort to give the workers in the undertaking a 
sense of participation and involvement in the challenging task of 
greater production for the good of the country. 

13.24. The Committee understand that a new code of conduct or a 
new pattern of relations for public sector is under the active ronsi-
deration of Government. They hope that all the aspects affertihlZ 
labour relations such as recognition of unions; amenities to workers 
and incentive schemes etc. will be thoroughly examined by the Gov-
ernment in order to find a lasting solution to tire problem of labour 
management relations. 
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CONCLUSION 

14.1. The Committee have expressed surprise thiat no reliable 
statistics or data of the demand of different types/categories and sizes 
of machine tools in different quality ranges has been made by Gov-
ernment 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. The Committee have felt that a reasonably accu-
rate assessment of the country's future demand for machine tools is 
not possible unless a realistic item-wise break-up of the demand is 
available. The Committee have. therefore, recommended that a de-
tailed survey about the requirements of different types of machine 
tools in the country should be made without delay before investinq 
nation's resources in the expansion programme for machine tools 
during the Fifth Five Year Plan. 

14.2. The Committee have noted 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 mentioned the instal-
led 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 Committee have pointed out 
that when the Units of HMT are actually working on two shifts. the 
mentioning of the jn~tal1ed capacity calculated on the basil! of 3 shift 
working gives an incorrect picture about the ro1e played by HMT in 
the overall development of machine tool industry in the country. 

14.3. The Committee have flirther noted that whereas the value of 
production at the existing installed capacity in the private sector waf' 
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 
has been mentioned as Rs. 31 crores. The existing installed capacity 
in the public sector in the Fifth Plan document remains almost the 
same as quoted in the Fourth Plan document. As the actual install-
ed capacity of HMT is even less than the capacity quoted in the Plan 
documents, the Committee have felt that the advantage of meetin~ 
the counfry's requirement with regard to machine tools goes to the 
private sector especially when the actual production in HMT is 
must less than the actual installed capacity. 

:lSI 



25 2 

14.4. The Committee have also found that the installed capacity 
of HMT fixed' in 196~ in terms of value continues to remain the 
same even now in spite of the increase in price level, and no 
allowance ror price escalations has since been made while fixing 
the installed capacity in terms of value. . 

14.5. The Committee have further n-oted that the installed capa-
city of Units I & II was initially 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 Iakhs during 1964-65, it was concluded that 
a production of Rs. 10 crores would be achieved in HMT I & II units 
on two shift wprking with refined technoldgical improvement and 
increased efficiency. The Committee have now been informed that 
the capacity of HMT I & II Units on two shift working is only Rs. 7.2 
crores as it was nm possible to achieve a production of Rs. 10 
croves due to the appearance of recession and consequential low 
demand for modern tools, production of more and more sophis-
ticated products in the diversified production programme persis-
tent labour problems, etc. The Committee have felt that installed 
capacity in terms <1f optimum utilisation rate cannot be changed 
due to variable factors like labour inefficiency, low order position 
etc., as in such a case the actual utilisation of capacity cannot be 
eorrectly judged. 

14.6. The Committee have also faund that in order 1;0 evaluate 
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 a 
few standard general purpose machines utilising 80 per cent of the 
available capacity on two shift working and is subject to certain 
assumptions regarding requirement of standard hrurs, inefficiency 
factor, value of machines etc. The Committee have strongly felt 
that this cannot provide a realistic parameter to evalute the actual 
production performance which comprise a totally different product 
pattern and has been undertaken under conditioOns materially 
dift'ering from those assumed in the working of developed capa-
city. 

14.7. The Committee have expressed surprise that the developed 
capacity as worked out by the management at 1.3 inefficiency or 
even at actual inefficiency on two shift working exceeded the instal-
led capacity fixed in full two shift working in Units I, II, m and 
lV. The targets fixed in respect of Units I and II were higher 
than the developed capacity. at 1.3 inefficiency or at actual inefti-
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,ciency, except for the year 1968-69. All this clearly indicates that 
both the installed capacity as well as the developed capacity have 
.not been wO'rked out on a realistic basis. The Committee have 
stressed that Government I Management should fix the installed 
·capacity on a realistic 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. 

14.8. The Committee have noted that 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 capa-
'City. More than 50 per cent of the capacity remained unutilised 
,in some yef,l.rs. 

14.9. The poor production performance in HMT has been mainly 
ascribed to the recession in the country during the y,ears 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 unutilised 
,capacity and depressed demand prevented fuller exploitation 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 conditions and 
assumptions. Initial production difficulties in respect of new pro-
ducts, technical and manufacturing problems and labour agitations 

'have been cited as some of the other reasons that resulted in short-
'fall in production. 

14.10. The Committee however, feel that besides these factors the 
lack of production planning was yet another significant factor that 
contributed to the loss in prod·uetion. 

14.11. The Committee were informed that when the factory was 
set up thm-e was a broad production profile and it was felt that 
public sector should take up more difficult items leaving the private 
'sector to taloo up the less difficult ones. The Committee have felt 
that had the Company engaged itself in more sophisticated. machine 
tIooIs rather than on standard machines, the HMT would not have 
been affected by recession as has been admitted by the Chairman, 
~-himself during evidence. 

14.12. Due to fall in demand of the machine tools manufactured 
:by HMT, the Company decided. to expand their activities in vari-
'C)us directions through diversification of producti-cm, with the, result 
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that the production in HMT is now showing an upward trend. J 
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 diversificatioO'Il programme. From the sales perfor-
mance of HMT from 1969-70 to 1971-72, the Committee have noted 
that 31 per cent of the increase in sales was contributed by old pro-
ducts and the remaining by the new products. It is, therefore, evi-
dent that the demand fur '(Yld type of machine tool manufactured 
prior to the launching of the' expansion programme has not picked 
up sufficiently even though the recession was over long. 

14.13. The Committee have ther.efore felt that in the past ·the 
planning of production and product-mix of HMT had ntYt been 
related to demand f'or the products as otherwise this situation would 
not have arisen. 

14.14. The Committee have l\ecolnmended that Government 
should 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 have 
also stressed that product-mix and the pattern of machine. tOJ'ls 
should be carefully worked out keeping in view the demand of 
machine tools in the country and overall profitability of the Com-
pany. The Committee have also "tressed that before deciding 
the future production programme for the Fifth Five Year Plan the 
Government shJ'Uld 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 scale sector Vis not in any way affected. 

14.15. The Ooonmittee have recommended that Government should 
make a detailed study about the items which can be profitably, 
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 assistance so 
that the quality of the products does nat in any way affect the 
main industries. 

14.16. The Committee have recommended that the Company I 
Market R~earch Department should 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 modernisa-
tion of machinery and equipment in the small scale industries. 
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.14.17. The Committee have noted that HMT have been supplying 
machines to the small scale sector on hire-purchase basis. The' 
Committee have reconunended. HMT should maintain' close liaison 
with the small scale' industries corporation, the Commissioner for 
Small Scale Industries at the Centre and the Director of Industries 
in the States so as to study in depth the requirements Of machinery 
for'small scale sector and make it available in time to the small 
scale sector. 

14.18. Thl? Committee have expressed their regret that although 
the Working Group for Machine Tools for the Fourth Plan had 
pointed out in their r'eport that many of the existing designs of 
indigenous machine tools were outmoded, it is onl~ recently that 
this lacuna was noted by HMT when they found· that their machines 
did not find ready market. The Committee have felt that the 
Indian Machine Tools Industry has not been backed up by a vigo-
rous and dynamic research and development pr~gramme which 
studies in depth the requirements of users. 

14.19. The Committee have recommended that the activities of 
the National Committee on Science and Technology, the Central 
Machine Tool Institute, Bangal'C1re and the Design and Develop-
ment Department of HMT should be well coordinated and all 
possible assistance and encouragement ~h'Ould be given to Indian 
engineers to evolve and master basic designs so that machine tool 
industry in India may be able to stand on its own feet. 

The Committee have felt 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 mOTe 
developed countries in the field of design and development of 
machine t<101s, a stage has now come when dependence on foreign 
technical assistance and 'know-how should be reduced to the 
minimum. 

14.20. The Committee have, therefore, recommended that Gov-
emmentiHMT should chalk 'Out a realistic phased programme of 
achieving Belf-reliance so that not only the imports of machine 
t::;ols are r(~duced to the minimum feasible Limit but the dependence 
on foreign technical assistance and know-how is al90 gradually 
brought down if not altogether eliminated. 

14.21. The Committee have recommended that the Government! 
HMT should make a detailed study about the items which can be 
manufactured indigenously. The Design and Development Depart-
ment of HMT and the Central Machine Tool Institute, BlmgalO!'e 
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;should keep themselves up-to-date in this regard, so that the neces-
sity of finding out this informati'OIl through advertisements is 
·obviated. The GovernmentlHMT should also analyse the parts of 
imports so as to decide as to whkh items should be feasible for 
indigenous manufacture. 

14.22. The Committee have noted that valuabLe time was lost 
in procedural details before starting the actual production of seve-
ral diversified ttems. The main object of diversification was to 
"meet the extremely urgent and important need of many of the 
productive organisations 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 have felt that the purpose for taking up of diver-
sification schemes is defeated if the manufacture of items is delay-

.00. The Committee also found that the need for diversification was 
not examined with regard to the market demand. 

14.23. The Committee have recommended that Government 
·should evolve a procedure for expeditious disposal of procedural 
fonnalities so that delays at all levels are avoided. 

14.24. The Committee have recommended that all the cases <1f 
.delays in starting the manufacture of diversified items may be 
investigated with a view to fix responsibility for the delays. The 
'Committee have further recommended that the cases where diver-
1rlfication programme was hunched without realistically assessing 
-the actual demand for such items should be investigated with' a 
view to fix responsibilitv. The GovernmentlManagement should 
-ensure that such mistakes are not repeated in future. 

The Committee have expressed their regret that valuable time 
was lost in finalising the details of the schemes for the manufac-
ture of Tractors, Printing Presses and Heavy Duty Press for taese 
projects. Procedural formalities consumed much of the time. 

14.25. They have emphasised that moOst of the issues involving 
different organisations in the Ministries should be resolved by 
joint meetings at high levels so that the approval of DPR is not 
delayed. The Committee have recommended that the process of 
1ndigenisaticm. of tractors, printing presses and heavy duty presses 
may be accelerated so as to achieve self-reliance expeditiOUsly. 

14.26. The Committee have further expressed surprise as to who 
noted that Government have not so far fixed prices for the tractors, 
printing presses and heavy duty presses. The econmnic viabiUty 
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of these projects cannot therefore be accurately assessed. The 
Committee have recommended that the details regarding pricing 
.and profitability miay be finalised without further delay. 

14.27. The Committee have found that during the years 1967-68 
to 1971-72, the production performance of unit IV at Kalamassery 
has ~n far from satisfactory and the shortfall in production rang-
.ed 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 production of a number of pilot lathes, drum turret 
.and low value LT-Iathes. The Committee were informed that the 
. Unit did not have the full capacity to manufacture same of the 
.accessories and most of the machines were to be supplied with 
Tooling which had to be designed etc. The Committee have ex-
pressed their surprises as to how the production. prograrrune was 
.determined when adequate facilities were not arranged nor the 
-e~pertise for them developed in advance of taking them for pro-
·duction. The Committee have taken a serious view af this defec-
tive and inadequate planning which has resulted in continuous loss, 
:and have suggested that this matter should be thoroughly gone 
into and responsibility fixed. The Committee have expressed the 
h-ape that with the balancing ;equipment now added and the mea-
.sures taken, it should be possible to achieve the targets of produc-
tion. 

14.28. The Committee have expressed their regret that Unit V 
-of HMT which was mainly set up to meet the demand for special 
purpose machines and Fay Automatics could nat get adequate 
-orders for these machines to utilise its capacity.. The orders secur-
·ed could not be executed in time due to lower level of a labour 
,efficiency. 

14.29. The Committee have expressed. surprise as to how the 
collaboration agreement with Messrs. Renault was entered into 
without taking into account the technological requirements of 
sophisticated machines in India. They have expressed their regret 
. that this serious matter was not thoroughly investigated and have 
recommended that it should be gone into now and responsibility 
ilxed for such defective agreement with Messrs. Renault. 

... - 14.30. The Committee were informed that HMT are now in the 
advanced stage of negotiations w.ith an American firm Messrs. CroP 
Company in order to improve their technology and in order to get 

,orders from the international market for special purpose machines. 
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14.31. They have recommended that the implications of the pro-
posed agreement with Messrs. Cross Company should be carefully 
examined so that the mistakes in the earlier agreement with 
Renault are not repeatec;i. 

14.32. The Committee have further noted that out of the machines 
already installed machines worth Rs. 1 crore needed replacement 
as they were not capable '0'£ giving the required accuracy. Some 
of them could not ev,en be reconditioned. The Committee have 
expressed the surprise as to why such machines were accepted 
without proper examination I verification of their capabilities. They 
have rec-ommended that this matter should be probed into thorough-
ly and the responsibility for the lapses fixed. 

14.33, The Committee have expressed unhappiness that 
Government/Management are not following and fixed pricing 
policy with regard to the sale of Special Purpose Machines. The 
C-ommittee have felt that HMT with all the technological advantage 
and the experience should be able to produce the macliinery at 
economic cost. The Committee have expressed the hope that with 
the procurement of export orders, it should be possible to increase 
thei.r pl.'oduction and reduce the cost of production so that the 
price may be competitive. 

14.34. The Committee have expressed surprise that on the one 
hand Unit V is suffering due to lack of adequate orders on the 
other hand licence had been issued to Messrs TELCO for the manu-
facture of SPM's for a capacity of Rs. 100 lakhs per annum as a 
part of a diversification scheme in the existing undertaking to intro-
duce a new item of manufacture. Their application for the recog-
nition of the existing installed capacity for a total production of 
Rs 200 lakhs per annum is now under the consideration of Govern-
ment. The Committee have recommended that. Government should 
fully examined the implications of allowing further expansion to 
TELCO keeping in view the unutilised capacity of Unit V. 

The Committee were informed that Government have dE"cided to 
import an entire plant frc1m Italy for the manufacture of scooters. 
The argument advanced for such an import was however, hardly 
convincing. It has been admitted that the competence of HMT to 
produce the machines needed ror the manufacture of scooters was 
beyo.nd any doubt. But the Plant was being purchased in order to 
meet the 'pent up demand for scooters. The Committee have point-· 
ed out that the demand for scooters had not grown all at once. 
'The existing private manufacturers had not been able to cope witb. 
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the demand for the past few years. The difficulty regarding idle 
capacity in Unit V of HMT was also being felt since its very incep-
tion. 

14.35. The Committee have strongly felt that the decision to take 
up the manu£acture of scooters in the public sector has been unduly 
delayed. Had the decisi'on to set up such a Project been taken 
earl~er, the advantages wQuld have been three fold. First the 
manufacture of SPM's in Unit V would have enabled HMT to 
utilise its idle capacity in tf'.at unit. Secondly, the Public Sec-
tor in addition to meet the growing demand for scooters would 
have provided a fair competition in the sale of scooters. Thirdly it 
would have helped the country in the acquisition of advanced tech-
nology which could have been certainly better than the technology 
already available in the country about the manufacture of Lam-
'bretta scooters. 

14.36. The Committee have recommended that effective steps 
should be taken t"O' secure orders for the Special Purpose Machines 
required by the Private Sector for the manufacture of tractors etc. 

14.37. The Committee have expressed the hope that with improv-
ed technology and adequate number of orders, the working of Unit 
V of HMT would improve. 

14.38. The Committee have expressed their regret 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 cron~s. 
'The share of HMT was Rs. 1.06 only. 

14.39. In spite of the fact that HMT has turned out various soph-
isticated machines under the numerous collaboration agreements it 
has not been able to attract foreign buyers. 

14.40. The Committee have stressed that unless the machine tool 
industry is kept uptodate, it will hardly have any chance in the ex-
ternal market. The" have, therefore, recommended that all possi-
ble encouragement should be given by Government to the Centra.l 
Machine Tools Institute and Design and Development Dcptt. of HMT 
so that designs and know-how are kept up dated in order t9 keep 
pace with what is happening in the outside world. 
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14.41. The Committee have further recommended that in view 
of the imperlative necessity for expanding India's export on top· 
priority basis, Government HMT should try to build up the image 
in the developing countries and socialist countries where there is 
grea,t potential for India's exports. This can be done by improving. 
the quality of our products after sljles service and participating in 
Exhibitions held in these countries. 

14.42. The Committee have found that utilisation of machines 
and labour was not satisfactory in all the units of HMT, particularly 
in Units 1I1, IV & V. The percentage of idle hours to available hours 
in respect of machines varied from 18.7 to 26.3 in Units I & II, 22.48 
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 Units I & II, 13.14 to 18.0 
in U:lit III 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 enor-
mous idle capacity in the Units. The idle ca,pacity was around 30 
per cent in Units I, II & III 40 to 50 per cent in Unit IV and 30 to 
40 per ~ent in Unit V Labour efficiency in all the· units was also not 
impressive. It was only about 62 to 79 per cent in Units I & II 64 
to 75 per cent in Unit III, 53 to 68 per cent in Unit IV and 44 to 71 
per cent in Unit V. 

14.43. 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 moral of workers also contributed 
to absenteeism. The absenteeism. in all the units was very much 
higher than the nGrmal limit of 10 per cent. The idle time was 
also relatively higher for want of jobs. This gave rise to paradoxi-
cal situations. On the one hand, the machines remained idle for 
want of operators on the other hand the labour remained idle for 
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 executed for want of operators, materials, mecha-
nical and electrical repair of machinery etc. As a result of these, 
the production performance remained unsatisfactory in all the units 
of HMT, particularly in Units III, IV & V. 

14.44. The Committee have found that the Company were now 
taking a number of steps to elima,te idle hours and improve produc-
tivity. They have felt that diversification of production in order to 
secure adequate orders. supply of requisite quantity and quality. of 
matetials, reduction of absentefjsm, introduction of preventive 
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m.aintenance and repair systems in order to minimise machine' 
breakdown, and introduction of incentive were steps in the right 
direction. The Committee have therefore, recommended that all 
these measures should be pursued vigorously in order to increase 
productitity and production. 

14.45. The Committee have expressed surprise that Government 
Management have not made any analYSis of the requirement of staff 
in relation to the available developed capacity in all the Units of 
HMT. In financial terms the loss due to surplus labour during the 
years 1968-69 to 1970-71 has been assessed at Rs. 118 lakhs. 

14.46. The Committee have felt that the employment of staff far 
in excess of the actual requirement not only means payment of 
excessive wa.ges and salaries but results in low productivity labour 
tr~ubles affecting the cost of production and lowering of morale 
generally. They have, therefore, recommended that a review of the 
standard force taking into account the expansion programmes laun-
ched by the Company and the actual strength should be undertaken 
without any delay so that the staff may be usefully and economically 
deployed. 

14.47. The Committee have expressed concern that there was a 
large scale out-go of trained personnel frQlll 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 com-
petition including higher emolument offered by the private sector 
for trained personnel, continues to pose a problem to the Company". 

14.48. The Committee have felt that the recruitment, training 
and promotion policy should be so devised as to encourage persons 
of merit to get themselves absorbed with an assurance for further 
Ddvancement. 

14.49. The Committee have stressed that the s;ales organisation 
should not be unduly multiplied simply with the addition of new 
products. They have recommended that the cost of sales organisa-
tion should be commensurate with the sales turnover. 

14.50. The Committee have stressed that in order to sust,lin the 
confidence of the customers in the products of HMT the best form 
of sales management e~pecia.Jly in sale of machinery would be in 

, having an efficient after-sales service and providing ready response 
to the difficulties of customers in the maintenance ()f machinery. 
The Committee have also suggested that the sales marketing orga-
nisation should develop a· system of feed back of information to the 
management H:garding the types, and pattern of machine tools need-
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ed by the customers so that the programme of production is re-
oriented to the latest market trends consistent with the needs of 
customers. 

14.51. The Committee have found that there has been :m accu-
mulation 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 l!i71-72 it has been stated to be "due to drop 
in the order position." The Committee have also noted ~hat where-
as 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 produc-
tion problems than in the case of General Purpose Machines (e.g. 
lathes, radial drills, milling machines, etc.). 

14·52. The Committee have recommended that the reasons as to 
why the Company went on manufacturing standard machines with-
out any orders therefore should be inve·3tigated. 

14.53. The Committee have found that out of the pending orders 
for 1285 machines (excluding consignment orders) as ;it the end of 
March, 1972, 340 orders could not be executed although the promis-
ed delivery dates had expired. The Committee have noted that 
during 1966-67 to 1971-72 orders worth Rs. 686.31 lakhs were cancel-
led. The Committee have also found that orders worth Rs. 52.72 
lakhs were cancelled as the Company could not supply the machin<.'s 
on the due dates of delivery. 

14.51. The Committee have stressed that the delay in the execu-
tion of orders acts as an inhibiting factor in securing further orders 
as well as in the cancellation of orders already secured. They h3.Ve 
recommended that effective steps should be taken by the Company 
to ensure that the delj.very dates are adhere to. Besides delay in 
the delivery of machines, the orders were cancelled due to change 
in customer's requirement subsequent to placement of orders, finan-
cial 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 have felt that many of the problems quoted above could 
however be solved if the Government/lMan.agement had taken suit-
able steps at the appropriate time. Financial difficulties fac~d by 
customers due to delay in getting loans or difficulties experienced 
by the customers in getting the p!'ojects sanctioned from Gov~rn
ment can be solved by the Ministries concerned. The CommIttee 



263 

hav~ recomm.ended that appropriate steps to hell>, the customers to 
lift the machines should be taken as soon as such difficulties come 
to the notice of GovernmentIMana.gement. 

14.55. The Committee have expressed surprise 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. 243 each 
were without orders. It has been stated that 194 machines va.lued 
Rs. 125 lakhs were manufactured in Unit III merely to utilise the. 
idle capacity in that Unit. One hundered machines valued at 
Rs. 411.50 lakhs were not lifted by the customers during 1969-70 to 
1971-72 due to financial difficulties. Among these customers men-
tioned by the management are the reputed firms with sound finan-
cial position. The Committee have expressed surprise as to how the 
Company could not evolve a rational machinery for guarantee of pay-
ment from such customers. The Committee have recommended 
that the manufacture of 433 machines without firm orders for them 
should be investigated a.s the machines remaining unsold only block-
ed the Capital. 

14.56. The Committee have recommended that effective proce-
dure should be evolved for ensuring prompt payment by customers 
who have pLaced firm orders. The question of imposition of penalty 
sb.ould be cOllSidered in the light of past experience. The Commit-
tee have also recommended th&t the orders for the machines which 
were manufactured in anticipation of orders should be secured with-
<out delay so that undue accumulation of stock is avoided. 

14.57: 'Phe Committee have found that throughout tbe past years 
(except in respect of Unit V for 1967-6Band 1971-72 and Unit III 
for 1968-69) and 1971-72 the actual. sales. were far less. than the buc;i-
get fra~~d by the Company on th~ basis of the sales forecast. In 
Unit In & IV the sales performance was not even 50 per cent of the 
sale budget in 1966-67. It has been stated that the Sales budget bad 
to be revised keeping in view the order position and other relevant 
factors. 

14.56. T~y have recommended that realistic targets s}wuld be 
ftxed keeping in view the order po~tion and. other relevant factors 
and the reaSODB for the non-a.chievement of targets should be analys-
ed every year so a8 to improve tbe system. of sales. Likewise ex .. 
pert targets sbQuld also ~ fixed 8& realistically as p,ossible ke,eping 
in view the sales prospects and the order position after a (:uetul 
study of the export market 
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14.59. The Committee have noted that the selling, prices are fixed, 
in respect of (a) established machines with reference to cost of 
production and landed cost of equivalent imported machines; (b) 
machines manufactured out of Company's own design with refer-
ence to cost of production including venture allowance at a fixed 
percentage; and (p) sophistica.ted and tooled up m.achines with ref-
erence to cost of production or landed cost of equivalent imported 
machines and in all these cases, the prices are subject to the cons-
traint of what the market can bear. The Committee have found, 
that in regard to sophisticated machines, the selling prices ha.ve in 
several cases did not cover even the factory cost of production and 
have thus, regulated in lass. The Committee have felt that with the 
experience now gained and the expertise acquired over a period of 
years, it should not be difficult for the Company to effect economies. 
in working, improve efficiency and reduce the cost of production, 
so as to obviate the necessity of selling its products at loss than the 
cost price on the plea of "what the market can bear" and incur 
losses in the transactions. 

14.60. The Committee have expressed their regret that out of 
250 SPM's manufactured in the Unit V upto 1971-72, the Company 
incurred losses aggregating Rs. 71 lakh in' respect of 123 machines' 
(about 50 per cent of the total) and in 50 cases the Comyany 
could not even recover the Factory costs, and the loss on this account 
alone amounted to Rs. 18.44 lakhs. The Committee have found that 
the losses were mainly due to estimates not being realistic taking 
into account the actual in efficiency, designing and engineering diffi-
culties etc. The Committee suggest that the rea.sons for the losses 
should be more critically analysed and suitable remedial measures 
taken to effect economies in cost of production by improving effici-
ency and maximising output. 

14.61. The Committee have expressed their regret that HM'T could 
not achieve the targets in regard to the manufacture of watches: 
mainly due to delay on the part of Government in releasing the re-
quisite foreign exchange. It has been stated that "due to difficult 
foreign exchange position the factory had to restrict the production 
just to keep it going. With the result that in 1965-66 it produced 
only 1,96,110 watches against the targets of 2;40;00'0 watches: Though 
the necessity for the addition of a few balancing machines and' 
equipment estima.ted to cost Rs. 6 lakhs to attain the target of 
3,60,000 watches per year from 1968-69 onwards was felt by the Man-
agement in 1966, foreign exchange for them was relea,:;ed by Gov-
ernment only between September, 1966 to January, 1970, with the 
result that HMT could produce only 3,00,000; 3,30,000 and 3,45,OO!)' 



watches c1_mg 1968-otl, 1969-70 and 197.0-71 against the target 
3,60,000 w.atches per year. The Committee were given to under-
stand that the present requirement of foreign exchange for the first 
watch factory for the production of 3,80,000 watches per year is 
of the order of 55 lakhs and that, the Company were still experienc-
ing and pent up demand for watches in the country . 

. , 14.62. The Committee have felt that the needs of foreign exchange 
for HMT for production of watches should be met on a priority basis 
in order to enable HMT to work to full c.apacity and meet the grow-
ing and pent up demand for watches in the country. 

14.63. The Committee have found that the construction and com-
missioning of the watch factory III at Srinagar has been delayed 
mainly on account of avoidable factors such as non-availability of 
constructional steel, cement, and some other building material. 
There have also been delays in regard to the acquisition of land, 
approach road, wa,ter supply, drainage system and electricity. 

14.64. The Committee have recommended that Government 
should take positive and effective steps to resolve the outstanding 
issues with the State Government. The Committee have also re-
commended that Government should give priority for allotment of 
commodities like steel and cement etc. to public sector undertaking 
so as to avoid delays in the construction and commissioning of 
Plants. In view of the growing demand for watches in the country, 
the factory at Srinagar should be completed without any further 
delay. Production programme should be chalked out on a realistic 
basis and concerted efforts should be made to adhere to the targets. 

14.65. The Committee have expressed regret that the service 
facilities with regard to the repair of HMT watches were very 
inadequate and the process of getting the defective watches repair" 
ed is quite tedious and time consuming as more often then not 
the watch has to be sent to Bangalore for a thorough check up. 
The Committee have felt that with the gradual increase in the sale 
of watches, provision of adequate service facilities on decentralised 
biasis is an imperative necessity. ' 

14.66. The Committee have recommended that in order to attract 
customers and in order to improve the image of HMT, repair and 
service facilities should be arranged in all the principal .cities of 
India so as to ensure prompt service 'to the customers. 
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14.67. The Committee have founq! that there h~v.e been an up-
ward revsion in prices of the three type$ of watches on three 
occasions. 

14.68. The Committee have recommended that concerted efforts 
should be made to reduce/contain the cost of production of watches 
so that there is no occasion to increase the prices further. 

14.69. 'rhe Committee have expressed surprise that the records 
containing the item-wise break-up of the project estimates in res-
pect of Unit I and the break-up of actual expenditure separately 
against project cost and new items in respect of Unit II were 
neither available with the Management nor with the Government. 

14.70. In the absence of relevant records it cannot be ascertained 
as to whether the expenditure incurred against each and every 
item was within the limits sanctioned for each component justifi-
able. The Committee have, therefore, recommended that respons-
bility for the missing records should be fixed and steps should be 
taken to trace all the records without any delay. 

14.71. The Committee have found that whereas the Company 
incurred a net loss of Rs. 154.53 lakhs during 1967-68 to 1969 .. 70, it 
showed a net profit of Rs. 53.34 lakhs and Rg. 122.51 lakhs during 
1970-71 and 1911-72 respectively. The Committee, however, noted 
that it is the watch factory that has mainly and substantially con-
tributed towards profitability and economic viability of HMT. As 
against the total profit of Rs. 9.53 crores made by the watch fac-
tory, during 1966-67 to 1971-72, the machine tool units incurred a 
net loss of Rs. 9.42 crores during this period. The bulk of the loss 
was contributed by unit IV (KalJamassery) and unit V 
(Hyderabad) unit IV incurred a loss of Rs. 312.84 lakhs dur-
ing 1967-68 to 1971-72 and Unit V incurred a loss of Rs. 467.52 lakhs 
during 1966-67 to 1970-71. Recession in the country resulting in 
low order position, increase in the expenses on salaries, wages and 
other expenses partcularly the interest liability from year to year 
and the e.xpenditure incurred on excess staff resulting in high cost 
of production. disturbed'industrial relations resulting in strikes and 
lbckout haYe been eited as the r.easons·.for the losses in the machine 
1001 units. 

14.72. The Committee have pointed out that there has been lack 
of proper pltll'lning right from the beginning in not having made a 
clear and realistic 8SSIeIIIJIJlent of the demand for tb.e various types 
of machine tools in t~ eGUfttry. not fixing the capacities of the 
units on a scientific: _is taking into account the relevant factors 
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aftec.tQg ,.prO<tuction, not 'improving the pr.oductivi~y and labour 
etftCien~ resUlting in bigh cost of producw>n, and not having a 
board blue prtn~ 'for divmificationetc. 

14.7.8. The Committee have in their report made suitable recom-
mendatious in order to increase the productivity and production 
perfonnauce of HMT. They have expressed. the hope that the 
recommendations will be considered and implemented by the Gov-
ernment/Management in the best interest of HMT. 

14.74. The Committee have expressed the hope that with the 
remedial measures already intr'odtreed by the Management, it 
should be possible to imllrove profitability of HMT and mantain its 
dominant role as producer of machine tools in the country. 

14.75. The Committee find that the value of book debts increased 
from Rs. 336.14 lakhs in 1966-67 to Rs. 690.78 lakhs as at the end of 
the year 11971-72. During the same period, sales increased 'from 
Rs. 1504.65 lakhs to Rs. 2953.51 lakhs. The percentage of debtors 
to sales worked out to 22.3 per cent in 1900-67 and 23,4 per cent in 
1971-72. The Committee have been informed that with effect from 
1967-68, the Company has been discounting the bills with its 
bankers. The bills so discounted and outstanding as on 31st March, 
1972 aggregated Rs. 670_13 lakhs. The figures of sundry debtors 
as on 31st March, 1972 are exclusive of these outstanding bills. But 
for the discounting of these bills, the sundry debtors as on 31st 
March, 1972 should have gone up byRs 670.13 lakhs and the per-
centage of debtors to total sale as on 31-3-72 would come to 46 per 
cent (approx.) as against 22.3 per cent in 1966-67. 

The Committee note that while the turnover is inclusive of the 
sale of watches which is almost made on cash basis, the book debts 
pertain to machine tools. If this fact is taken into account, the 
percentage of book debts to turnover will be still higher than the 
figures of 46 per cent. Owing to the increase in the working capital 
requirements partly contributed by the heavy book .debts and 
finished stocks the company had ,to avail of large cash credit land 
bm dscounting facilities from the banks. The incidence of interest 
and commission on these 'facilities amCtunied to RI. fl336 lakhs in 
1971-72 which is quite 'heavy. The Committee recommended that 
the Management should evolve an effective 'B,YWtem of follow up of 
all out standing debts to ensure their quick realisation and also 
take concert~ meas,ures to bring down the inventory of finished 
stock within "reasonable limit. 

14.7~. The Committee have also found that iz:t respect of bUls 
outstanding for more than one ye~r, the major portion .relates to 
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Government Departments. The Committee have recommended 
that this problem should be tackled at the level of the Ministry so 
that the outstandings are cleared without any delay. The Com-
mittee also suggest that the procedure for the clearance of bills 
for supplies to Government Departments should be reviewed so as 
to ensure that such delays are avoided in future. 

14.77. The Committee have noted that Government propose to 
form a holding company with each of the units as subsidiaries. It 
has been argued that HMT had grown in size and structure so vast 
that it needed a very highly decentralised organisational set up 
with various subsidiaries coming under the holding Company. It 
was stated that it was expected that the proposed reorganisation 
of Hindustan Machine Tools would optimise efficiency, foster initia-
tive at the different management levels and ensure overall eco-
nomy by utilising accountability. It was also expected that the 
Holding Company, in course of time, could be forged into an effec-
tive instrument for shaping and implementing Government's policy 
in regard to the development of the machine tools industry. 

14.78. The Committee have been informed that a final decision in 
regard to the formation of a holding company is yet to be taken. 
ThE:' Committee have suggested that all the implications of the holding 
company should be gone into carefully before taking a final decision 
in the matter. The Committee have urged that while taking a 
decision it should be ensured that the accountability of the company 
to the Public and ParliJament is not in any way reduced. 

14.79. The Committee have recommended that in the best 
interests of the Company and so that· the production in the com-
pany may not suffer an early settlement of the disputes should be 
!Urived at and better labour management relations established. 

14.80. The Committee have noted that a new code of conduct or 
a new pattern of relations for public sector was under the active 
consideration of Government. They have expressed the hope that 
all the aspects affecting labour relations such as recognition of unions; 
amenities to workers and incentive schemes etc. would be thoroughly 
examined by the Government in order to find a lastine solution to 
the problem of management labour relations. 

AMRIT NAHATA, 

Chairman, 
Committee of Public Undertakings. 
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APPENDIX U 

(vkle Para 6·3, Paae II9 of Chapter VI) 
Statement shOfJJi", Product-wise production a~s 

Products 1970-71 1971-72 

0 R A 0 R A 

HMT 1 & II, Banga/ore 

LB 300 300 300 2S0 250 2$0 

L 22 160 lJO 110 120 IIO 110 

E2 50 II 12 o' 

M3 10 Jo JO 

Radial drills 270 270 270 340 440 440 

Grinders 240 240 210 210 260 260 

Gear shapers 3S 35 35 3S 3S 35 

rL 45 16 10 8 20 U 22 

Minichucktr 60 60 so 100 60 6v 

Chucker 10 10 10 

SSA 80 42 32 JOO 90 :90 

MSAI 28 J7 17 24 ~ ~2 

G9 120 120 90 100 130 1.30 

S.G. 40 40 20 22 36 36 

G.H. 20 20 20 30 30 24 

Column drilling 20 20 20 So So So 

GT 20 

SPMs 

GSP 5 

Prototypes 7 2 S 2 

1466 1317 120S 1421 1532 1530 

HMT 111, Pinjor, 

ill/3EM 3 " 7S 70 37 67 67 

F41EM 4 S S S S S s 

274 
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Products 1970-71 

ORA ORA 

--------------------------------------
M2 
M2.P/EP 

Gear Tesler 

UM 3 

Prototypes 

MIER 

Broaching machines 

File cutting ma~hines 

Duplex milling machine 

FN 21FT • 

HMT IV, Kalamasser:v 

H 22/26 lathe6 

LB lathes 

LT 20 lathes 

Copying lathes 

Drum currets 

HMT V, Hyd,rabad 

SPM/FHM 

FAY 

PBM 

PreBS Brakes Press : 

O-otiginal Budget. 
R-Revised Bwaet. 
A-Actual Production. 

160 

100 

100 

27 

So 
S 

20 

S45 

219 

171 

330 

40 
20 

c 

So 
23 

20 

S7S 

184 

U2 

209 

5 

S 

3 

60 

2 3 

S41 

IJS 
186 

10 

7 

S2S SOl 

R A 

so 
20 

I2 

43 
12S 

ISO 

100 

2 5 

50 

493 

190 

240 

180 

30 

10 

C 

IS3 

57 

So 
2S 

100 

521 

220 

149 
92 

2S 

6 

492 

R 

IS3 

57 

3 

So 

66 

494 

101 

2 

349 

A 

S9 

~3 

8 

28 

108 



APPENDIX IU 
(Wide Para 6.6 Page 121 of Chapter VI) 

Stallm,nt showing s"",t fall in production with ,efermc, to original targ'ts in respect of tTie' 
manufactur, of nlfD mtlthi"es railln up for production Nffdn 'Various collaboration agreem",ts 
"s w,ll as of the machines developed WIth the cumpnay's 0f0rI d4si", '!fort. 

1¢6-67 1¢7-68 1968-69 1¢9-70 1970-71 1971-72 

Units I & II 

Surface Grinders 40 39 21 9 80 

Single Spindle 
Automatics 40 45 r3 39 48 10 

L-22 so 70 4 39 SO 10' 

Gear Hohbers 12 ro 10 6 

MUlti-spindle 
Automatics 9 II II 2 

G9 . 71 36 

GT-20 S7 

B-2 59 16 30 38 

L-4S 4 6 8 

Gear Shapers 39 54 2 4 
Special Purpose 
Machines 27 5 

Mini Chukers 10 40 

Chukers 10 10 

Gr 30 

2SS 220 210 142 2SS 82 

Unit III 
M2P 4S 

F3/F4 40 80 31 7 

B-2 145 

Broaching 
Machine 4 12 4 

MITR 97 160 40 20 

2.76 
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1966-67 1967-68 1968-69 1969-70 1970-71 1971-72 

L400 Gear Hobbers 10 

20/3/EM3 S 

M2P/EP 39 

FN2/FT2 ao 

240 80 132 179 69 59 

Unit IV 

Copying Lathes 30 33 19 30 16 

Drum Turret 
Lathes 7 12 13 8 

LT-20 192 144 liS 

51. 30 7 4S 212 187 139 



APPENDIX I. 
(Vide para 8.15, page 184 of Chapter VIIi) 

Details of Orders Booked during the Exhibitions. 

Sl. 
N1). 

Exhibition 

-----
I l 

1967-68 
I International Trado Fair 

Wel1in~on, New:a:ral80d 

2 International Engineering & 
Marine EXhibition Lon-
don, U.K. 

3 Plovdiv. Jnternational 
Fair Plovdiv, Bu)gardi~ 

4 Leipzing Spring Fair 

S soth International Swedish 
Fair Co. 

1968-69 

6 Westee Show, 
U.S.A. 

Losanaelese, 

7 Budapest International Trade 
Fair, Budap1st Hungary. 

8 Helsinki International Trade 
Fair Helsinki Fin]and. 

9 Indian Exhibition 
Czechoslovakia 

Prague, 

10 B~dad International Fair, 
aihdad, Iraq 

II Zagreb International Autu-
man, Fair Zagreb, Yogos-
llvia. 

Participated 
through 

3 

MinistIyof 
Commerce 

EEPC 

Ministry of 
Commerce 

ICTFE 

Ministry of 
Commerce 

Thro):!frh 
HMTs 
agents 
Minislryof 
Commerce 

Miniatryof 
Commerce 

Ministry of 
Commerce 

ICTFE 

ICTFE 

(Value in Rupees Lakh8) 

Period No. Orders 
of Booked 
M/Cs-----
dis- No. Value 

played 

4 5 6 

August, 1967 4 4 I' 93 

.l5th April to 
4th May, 

2 

lQ67 

24th Sep- 2 2 0·71 
tember to 
3rd Octobel, 
1967. 

3rd to 12th 
March,1968 

4 

19th to 28th 
May,Ig(i7. 

2 

loth to Ith 3 
March, 9. 

17th to 27th S 
May,1968. 

19th to 29th 
Sept. 1968. 

2nd to 18th 4 
August, 1968 

1st to 30th 0'2S 
Oct. 1968 

12th to 22nd 4 
Sept. 1969 



279 

1 2 3 , 6 

X969-"O 

12 II Asian International Trade MinistryoC st!t to 2,.th 3 
Fair, Tehran, Iran Foreign Oct. 1970 

Trade 

13 25th Plovdiv Intemational Ministry of 21St to 30th , ,. I'" Fair, PIOvidiv, Bulgaria. Foreign Sept. 1969 
Trade 

14 ASTME, show, Chicago Thro\lih 2Dd to sth 3 
U.S.A. HMT's May, 1969 

A8ents 
IS Toronto Production Show, Through 2nd to 6th 4 

Toronto. HMT's . June, 1969 
agents. 

16 EXPO-70 World Fair Ministry of 15th March 3 
Osaka, Japan. Foreign to 13th 

Trade Sept. 1970. 

17 V. Intemational Engg. Show, Through 4th to 9th 6 
Melbourne, Australia HMT's August, 

Agents. 1969. 

.18 International Trade Fair 
Auckland, Newzealand. 

De. August, 1969 5 

1970-71 

"19 Djakarta Fair, Djakarta Ministry of 13th June to 2 
Indonesia. Foreign 18th July. 

Trade 1970 

20 Indian Exhibition Kualalum- Do. 7th to 2Ut 3 I 0·15 
pur. Malaysia. July, 1970. 

:21 Indian Exhibition Suva. Do. November. 1970 2 3 I'U 
Fiji 

:22 Indian EzhibitiOn Sinppore Do. 26th AUlUlt 3 
to 9th Sept. 
1970. 

:23 llolota IoterDational Fair. Do. roth to 26th 3 
Bogota. Columbia. July. 1970. 

~ Cairo International Flir. ICTFB 6th May to I .. 
Cairo. BlJpt. 5thJuoe. 

1970. 

:25 Buc:harelt Fair. Bucha rat. ICTFE Ibth to 2.4th , , 2'90 

Rumuia ct. 15t70 

~ Pomm Pair. POIDID, Mhdatryof L4th to 23fd , •• 
PoIaDd. Foreip June, r970 

Trade. 

~'Sv .JaPlll lDtenIatIoaal Pair BBPC 21th S:J:; to I .. 
ot,.,Japa. Iltb rJII. 

10-

.~ LS-19 
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I 2 3 5 6 

:a8 International Eng. Bxhibi- EEPC 17th to 22nd 7 4 1'40 
doD. Sydney. August. 1970 ' 

29 Intc:rDational Machine Tool 
Bx1Dbition. ' ':HiDDoVCI. 
Weat Germany.' '" 

IMTMA 6th to ~Sth 
Sept. i970 

13 87 :a6'b 

~1oo7S 

50 Fourth International Ma- ThrQush 14th to 23rd II 
chiDe Tool Exhib~tion. ,A,enn O~ober. 1971 
Sydney. 

31 IDtCIDational Tride Fair Do. 18th A~st 7 12 4'000 
W~OD. Newze~d. to 4th ept. 

1971, 

32 27th Plo'fdiv International ICTFE September 6 2 2' 2): 
Fair. Plovdiv, 19-28,1971 

33 Leipzig SPriDa Fair. ,1972 ICTFE 14th to 23rd 8 
March. 1972 • 1f'7a-731 

34 Utrecht Techni-show 1972 Through 26th May to 
Utrecht, Holland. Ascots, . 3rd June,~ 

1972. 

35 M-.:hine Tool International Do. 21st June to] 
I9't2 Exhibition Olympia, 1st July.'J 
London, 1972. 

36 International Engineering Direct 7th to 12th 7 
Exhibition. Sydney. August, 1972, 
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APPENDIX V 

(VUI, .pera 8.27, page 187 of ChaplJer VIII) 

HMT', AGENTS ABROAD 

Name and addre .. Date of Area covered 
all'eemcnt 

I 2 3'" 
Products 

-----------------------------------------
1 American ~ool WodIIICo., 

Pearl Street at :Egleston 
Avenue €INCINNATI-2 
CHIO-45202 USA. 

2 Wickman Machine Tool Sales 
Ltd. P.B. 44, Banner Lane, 
Tile Hill, Coventry, England. 

3 Van Kranenburr N. V. 
Schiekade 205 Rotterdam-4 
(Holland). 

4 Scandinavian Phoenix AIS, 

5 

6 

7 

• 

Vesterbragade, 6S Copen-
hagen V, Denmark. 

He!mann Kolb Maschinen-
fabrik 5 Koeln Ehrenfeld 
H08pie1tstrasse 37/41 West 
Germany. 

J. Van Wsssdik S.P.R.L. 
J020 Brussels, 66-72 Rue 
Picard, Belpum. 

Malaysian G::up:~ and Tool 
Sin Brd. Jalan Tu1cang:.12 Batu 
Riga Industria1 Estate, Shah 
Alam Selanger, Kualalumpur, 
Malaysia. 

Sipta Enfn:;eerini C/o 
Consuelo ndustries Incl., 
H2O, Mendiola Ex-
tension, Paco, ManUa, Reo 
pubUc of Philippines. 

8-2-1971 NCuJOUth at 
America. 

1-4-1970 'l]K and Nor-
thern Ireland. 

6-12-1967 Honand 

24-5-1«}68 Denmark 

1-9-1969 Federal Repub-
lie of Germany, 
France, ftaly, 
Austria, 
Switzerland, 
Norway & 
Spain 

22-IO-J97J Belgium 

5-9-1968 Malaysia and 
Singapore. 

8-8-1970 PhWppines 

281 

P~etc)l' Uni-
~al l.ath" 
AJ,4UP, MII-
liM MIca 
PN2&EM2 
S~t·. 
Lethes, C21, 
'Rlldial 
Drills-RD. 

AU exportable 
Products. 

Do. 

Do. 

Radials 

All expom 
products. 

Do. 

D •• 



"-...-.""'-.-

'I 2 3 , 
9 The Bngineerin\ General· 15-9-1967 U.A.R. AU exportable 

Co •• P. O. Bag Itnaee 9-n. products. 
Orabi , Street. Cairo. t1.A.R. 

10 Metm'ol Company Ltd. 28-9-1970 Iran Do. 
Pa .. age, PaaUn, Museum 
Square, Avenue Sepah, 
'P.O. Box 571. Tehran, 
fran. 

I'! Mcree & Groves Ltd. 768 1-6-1971 New Zealand Do. 
reat South Road, Penrose, 

Auckland S.B. 6, New 
Zealand. 

U Ceylon Steel Corporation 3-:z....1968 Ceylon Do. 
Ath~iriya (Ceylon) 
Repubbc of Sri Lanka. 

13 Nepal Construction and En- 10-10-1972 Nepal Do. 
I ~eering Corporation (Pvt) 

td., 8/324, Pyukha Tole, 
Kathmandu, Nepal. 

14 Nigeria Engineering Works 
Ltd.. Pit, 49, Trans Amadi 
Industrial layout HaJ:Court, 

30-3-1968 Nigeria Do. 

Nigeria. 

IS Western Trading Co. Ltd. 17-II-1972 JaplUl Single Spindle 
4-6, 2-Chome. Roppongi Automatics 
Minato-ku Tokyo, Japan. TR. 

16 H. Y. Matloub P.O. Box 3103, 17-6-1970 Iraq AU exportable 
Baghdad, Iraq. products. 
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APPENDIX VB 

(ViM para 9' 20, paae 239 of Chapter IX ) 

S~ sIttIcrtint 'M pm:MIap incIwu. in "" tl&tuaI CMt t1fJIf' "" Ittllfli4rib UffdItr 
wrious U1St compountl WMr' stlJlJdardl haw "lin fiud, 

PIoduct/type 1§I66-67 1967-68 1968-69 1969-70 1970-71 1971·12 
~ 

" 

I 2 3 4 5 6 7 

HMTI &11 
LBs 17 700 5'8 

1000 , 5'9 

LB 17 700 20'S 2S'3 35'8 12'1 7'0 s-s. 
1000 20'6 25'5 3S'9 12'1 5'4 5'9 

LB 20 1000 20'7 29'2 35'7 12'3 5'4 
1,00 20'3 43'9 3,S' 5 12'6 5'4 

L 22 TP 27'2 13'9. 
lIP 28'8 14'4 
PP 13'0 , 

., 13 300 U 46'1 30'3 74'3 30'8 15'9 

300P 46'3 33'2 31'7 14'6 

300PL 13'4 

5OO\] 4S'8 31'3 74'4 30'5 IS'7 

sooP ¥i'o 32'6 78'1 31'1 15'6 

800H 44'S 30'S 74'3 30'1 16'5 

lOOP ' 44'7 31'7 77'7 30'6 16'7 •• 
.13$ 300U Ia'g, 

300P 13'3 
,300PL 13'0 , 

,aoU 13'1 

soaP 13'5 

, ,aoPL 13' 2 

800U 13'4 

287 "--. '. 
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I 2 3 4 6 7 

BooP 13'8 

017 sooU 41'7 31'2 18,6 13" 
sooP, ~'I 3:&'1 19'8 31'7 J6'6 14'3 
800U ~'3 30'3 76'1 30'4 17'4 14'0 
BooP ~'7 77'7 31'1 IS'S 14'4 
800PL 17'4 
uooU ~'2 30'4 76'1 30'6 16'5 14'3 
I200P ~'4 31'2 80'S 31'6 IS'6 

G22 2000U 20'6 14'S 
2000P ~'7 31'4 80'15 30'7 17'3 14'1 

M60 4'" aot,c4 37" 14'7 11'6 8'2 

61 43'7 3S'O 44'~ 22'S· IS'9 8', 
62 43'4 34'7 44'S aot'O 16'2 1'7 

63 43'3 34'4 44'6 2S'2 16'2 1'1 

65 41'S 31" 41'7 2,'0 11'2 "7 
G9SS 17'9 

GS2A 14'2 

L45 1500 1"4 

L4s 2000 ' 16'4 

3000 , 16'4 

4000 ' 16'2 

SOOO , 16'2 

TR 16 30'4 

22 30'4 

2S 30'2 

32 21" 

~ 21'5 

60 21', 

SPW I aot'a 

2 aot" 
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r a 3 4 S 6 7 

HMT 111. Pinjm, 

M 2 ao'2 22', 

M 2P 9·3 1'3 
EM 3 32'0 42'S 
M 1 TR 6S',1 sa'. 
aw 5 J9'6 UI'I 

FN 2 201'6 40'S 
HMT IV KalaM~. 

H 102'0 55" 

LB "'6 s9~6 

LT. 92'1 76'4 

C.La~ 64'1 30"1 

D. TurretI, 71'2 177'3 



APPENDIX V1D 
(ViM Para II' 13. Paac 25S Chapter xn 

P!trc1uJSI oJ AtldititJMl btJ/Qndng MQ&hinu Jor Watch F~' 

SI. 
No. 

I. 

2. 

3· 

4· 

5· 
6. 

Description of Machinery 

Decorating Machine (Sun Ray) for Watch Dials 
-I No. 

Decora~ Machine (Record Type) for 
Watdl -I No. 

Nikon Steroecopic Microscope type 
5 & SM-I :w seta •• 

SM-

Welt Abraaaive Blutina Machine-I No .. 

Nikon Measures Scope-I set 

Apparatus for Teatinl Water proof Watch 
CIICI-set 

Date of request 
for FB & IL 

Sec!. F-4 
(1966-67) 
IS-4-66 .. 

.. 

.. 
.. 
.. 

7. Beqeon Drillina Be Die ainkina Machine-I No. 

8. Autelca Revittina Machine-I No •• .. ,. Cam Meoromcter-I No. .. 
to. HaUler Wheel Trueinl Machine-I No. Sed. 4F- (1966-67) 

dated IS-4-1966 

II. Hauser Whcd TrueinlMachine-1 No. .. 
12. Citizen Cam Fannina Machine-I No. .. 
13· Nerfoa Torque Teatiq Machine-I No. • Sed. F-4(I§I66-67) 

dated IS-4-1966 
14· Grinder SUC= Spriomatic Hair Sed. F-4-(1966-(i7) 

Sprina Vi rator-I No. dt. IS-4-66 

15· Adera Gana Drillinl ~I No. Sec!. F. 4(ii) 
dt. 16-12-1967 

16. Hauser lYPC. mcaaurina Machin~I.No. .. 
17· Technical type Vertical MiDina 

Machinc-I No. .. 
IS. Strauaak Automatic Millina MIchiDe • 
19· BUAG TJnivcrIal Grindina MICbinc .. 

Import Licence-
No. and, dato 

G/AU/lo'J.927'J./C 
dated 29-9-1966 

.. 

.. 
.. 
.. 
.. 

C/AU/loi31;29IC :. 
dated 10- -1967 

.. 

.. 
G/AU'1033I:25IC 
dated 10-S-I967 

A/AU/I034633/C 
dt·31-3-68 .. 

G/CG/:wa7845S1 
dated 8-1-1969 

GKG/2O'J.7937/C 
dt. 14-1-70. 

.. 

.. 

.. 

.. 



APPENDIX IX 

(Vidie para 12.12, Page 290 Chapter XII) 
Statement of Project Con (HMT II) Additional Budget Provision 
approval by Board frenn time to time and actual expenditure as on 

31st March, 1971. • 

(Ra, in 1akhs) 

Particulars Project New items Total budget Actua1s 88' 
Cost approved provision as ~lSt by Board on 31-3-1971 , 1971 

in annual 
budgets 

11, Land 7'00 13'27 zo'27 10'54 
:2, Buildings (Factory) 34'00 22'00 56'00 43'28 

"3, Plant and machinery and 
factory equipment' 166'12 195'82 361 '94 240'37 

" Others 19'25 15'75 35'00 26'33 

226'37 246'84 473'21 320' 52 

'5, Township 54'50 43'61' 98'u 50'81 

TOTAL 280'87 290'45 571'32 371'33 
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APPENDIX XI 
Summary CYj Con.clu.sicmsIRecommenidations of the Committee on 

Public -U'll4ertakings conta.ined in the Report 

. Sorial No. Reference Summary ot Conclusions/Recommendations. 
to .Qua 
No. In tho 
RepOrt 

1 2 3 

1. 2.25 
to 

2.26 

The COImllittee find that though the Govem-
ment initially decided to set up machine tool 
factories at a total capital investment of Rs. 3() 
crores and for this purpose, entered into an 
agreement in MllI'ch 1949 with MIs. Oerlikons 
Marchine Tools Works, they subsequently de-
cided to limit the scope of Project and the in-
vestment 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 entered into a revised 
agreement with the collaborators. The Com-
mittee also find that since under the limited 
scope of the revised agreement, the Unit did not 
become economically viable, Government again 
decided to diversify the production and take up 
in collaboration with the European Machine 
Tools 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 tbe Project Govern-
ment should have lIUlde a thorough and dp.tailed 
study about the requirep;lleIlts of' the different 
~s .of Ql8.CJ)ine tools in the country and 

. \r;~y eannarked roles to be played by 
.~public Md pp-yate ~or8 in the field. 



1 2 

2. 3.14 
to 

3.15 

294 

3 

The Committee cannot also appreciate the 
undue haste in entering into an agreement with 
Mis. Oerlikons without a proper examination in 
depth of the various implications of the te1'lrul 
of their agreement. It was only later that Gov-
ernment realised their earlier mistake in giving 
Mis. OerlikOiIlS the right and advantage to par-
ticipate 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 Com-
mittee can at this stage only hope that such 
mistakes are not repeated in future. 

The Committee are surprised to note that 
no reliable statistics or da.ta of the demand of 
different types I 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 Gov-
ernment 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 r:nachine 
tools in the eauntry. with the result that O'nly 
rough estimates had been made with regard to 
the requirement of machine Wols during the 
Third" Fourth Five Year Plans. As aaainst the 
total estima~ requirement of machine tools 
for the years 1961-65 valued at RI. 110 crores 
u worked out by the Working Group, the actual 
requirement of machine tools during this period 
wae of the order of Rs. 232 crores. 

The Committee feel that a reuonably Ie-
C\U'ate U_l!IDl8!lt of the country'l future de-



.. 

, 
I .. 

1 

3. 

2 

3·.34 
to 

3.39 

1 ......... . 

so.. LS-20. 

3 

mand for machine tools is not possible unless 
a realistic item-wise break-up of the demand js 
available. The Conunittee, therefore, recom-
mend that a detailed survey about the require-
ments of different types of machine tools in the 
country should be made without delay befOlI'e 
investing nation's resources in the expansion 
programme for machine tools during ·the Fifth 
Fiw Year Plan. 

The Committee are surprised to find that 
the Report of working group for Machine Tools 
for the Fourth Fivt Year Plan, and the draft 
Report of the Working Group for the Fifth Plan 
mentioned the installed capacity of HMT as 
Rs. 25 crores when actually the Board of Direc-
tors had indicated the installed capacity of all 
the five units at Rs. 17.7 crores on a two shift 
basis. The Committee need hardly point out 
that when the Units of HMT are actually work-
ing on two shifts, the mentioning of the installed 
capacity calculated on the ,basis of 3 shift work-
ing gives only an incorrect picture about the 
role played by HMT in the overall development 
of machine tool industry in the country. 

The Cpmmittee further note that whereas the 
value of production at the existing installed 
capacity in the private sector was 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 installed capacity 
in the public sector in the Fifth Plan document 
remains almost the same as quoted in the Fourth 
Plan document. As the actual installed capacity 
of HMT is even less than the capacity quoted in 
the Plan docwntnts, the Committee feel that the 
advantage of meeting the country's requireme'nt 
with regard to machine tools goes to the ,pnvate 
sector especially when the actual production In 
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HMT is much less than the actual installed 
capacity. 

The Committee also find that the installed 
capacity of HMT fixed in 1960 in terms of value 
CO'ntinues to remain the same even now in spite 
of the increase in the price level, and no 
allowance for price escalations has since beeD 
made while fixing the installed capacity in terms 
of value. The Ministry have admitted that 
"fixation 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." 

The Committee further note that the installed 
capacity of Units I & II was initially 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 wa.s 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 Com-
mittee haw now been informed that the capa-
city of HMT I '& II Units on two 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 modem tools, production of more 
and more sophisticated products in the diversi-
fied production programme, persistent labour 
problems, etc. The Committee feel that installed 
capacity in terms of optimum utilisation rate 
cannot be changed due to variable factors like 
labour ineffiCiency. low order position etc. as 
in such a case the actual utilisation of capacity 
Cahnot be correcUy judged. 

The Committee are not happy about the way 
in which the installed capacity has been fixecl. 
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They, therefore recommend that the installecl 
capacity ahould be fixed on a .:ienti1lc basis 80 
that a correct parameter may be ava.il8lble :for 
assessing the performance of. HMT. 

The Commitltee aJao find that in ordS' to 
evaluate the actual performance of HMT. the 
Company have calculated the capacity as actual-
ly available from year to year. This developed 
capacity has been worked out with reference too 
the production of a few standard general pur-. 
pose machines utillsing 80 per cent of the avail-
able capacity on. two shift working and is sub-
ject to certain assumptions regarding require-
ment of standard hours, inefficiency factor. 
value of machines etc. The Committee strongly 
feel that this cannot provide a realistic para,. 
meter to evaluate the actual production per-
formance which comprise a totally different 
product pattern. and has been undertaken under 
conditions materialy differing from those assum-
ed in the working of developed capacity. The-
Committee, therefore, recommend that a realis-
tic appraisal of the developed 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 sui-
table parameter to evaluate the ~ctuaI produc-
tion performance. 

4. 4.17 The Committee note that valuable time was 
to lost in procedural details before starting the 
4.23 actual production of several diversified items.. 

The main object of diversification was to meet 
the extremely urgent and .important need of 
many of the productive organisations both in the 
Public and private sectors. Diversification wu 
also intended to help the Company to utilise the 
spare capacity particularly during the periods of 
recession.. The Commit~ feel that the purpose 
tor taking up of diversification schemes is de-
feated if the manufacture of items is delayed. 
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The collaboratiOln agreement for the surface 
grind.er was signed in 1961 whereas their actual 
production was commenced in 1967-68. The pro-
cess of selection of the family of machines to be 
manutactuJed by the Company took a lot of 
time. Agreement for Die Casting machine and 
Plasting Injection Moulding Machines was sign-
ed in 1969, whereas the DPR was approved 
more than 3 years after the signing of the,agree-
ment. Collaboration agreement for the manu-
facture of Heavy Duty Engine Lathes and Mach-
ining Centre for drilling and boring machines 
was stgned in November, 1971, whereas only 3 
prototypes of Heavy Duty' engine lathes have 
been manufactured uptil now. In case of mach-
ining centres only the specifications have just 
been finalised. Collaboration agreement re-
garding manufacture of Ram Bed Type Milling 
Machines is lying ineffective since September, 
1970 as not even the first order has been placed 
with the colla.borators so far. This clearly indi-
cates that the need for diversification was not 
examined with regard to the market demand. 

The manufacture of Swiss type automatics 
could not be taken up as per schedule because 
of undue delay on the part of Government in 
according approval to the phased manl1facturing 
programme as well as delay in the release of 
foreign exchange for import of components and 
initiaJplant and machinery. 

The collaboration agreement for the manu,.. 
facture of Swiss type Automatics was signed in 
March, 1971. The Company applied for the In-
dustrial licence in October, 1971 but the same 
was issued by Government in November, 19'72. 
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 19'72-73 will now 
be started during 1973-74. Delivery schedules 
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relating to the supply of multi-spindle' automa-
tics, single spindle automatics, Broaching 
machines, copying lathes, Fay automatic and 
Horizontal Boring machines to the Defence or-
ganisation and sUpply of Horizontal Boring 
machines to Mis Bharat Earth Movers Ltd. could 
not be adhered to although the demand for these 
items\was quite urgent from the point of the 
national security, 

The Committee recommepd that all the cases 
of delays in starting the manufat.>ture of diversi-
fied items may be investigated with a view t~ 

fix responsibility for the delays. The Conunittee 
would also like to be informed about the original 
schedules drawn up for the manufacture of diffe-
rent diversified items, the extent of delay in 
starting commercial prod1!Ction in each case and 
the extent to which the delay was avoidable. The 
Committee also recommend that Government 
should evolve a procedure for expeditious dispo-
sal of procedural formalities so that delays at all 
levels are avoided. 

The Committee further recommend that the 
cases where diversification programme was 
launched without realistically assessing the 
actual demand for such items should be investi-
gated with a view to fix responsibility. The Gov-
emmentlManagement should ensure that such 
mistakes are not repeated in future. . 

It has been stated that Company could not 
adhere to the delivery schedule with regard to 
machine tools supplied to the Defence Organisa-
tion and MIs. Bharat Earth Movers Ltd. as most 
of the sophistieated. machin~ were being assem-
bled and tried out for the first time in the country 
and sufticlent experience to achieve and results 
could not be gained as originally planned due to 
the technologieal handicaps. The Committee are 
given to understand that "It takes a minimum 
time cycle up to 1l to 2 years, for general 
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purpose machines and 4 to 5 years for highly 
sophisticated machines to develop requisite skill 
and efficiency norms involving design. and manu-
facture of complicated tooling". The Committte 
need hardly stress that before launching on a 
diversification, the Company JGovernment should 
satisfy that there is assured market for the 
diversified product. It should also take timely 
action for acquisition of the necessary skill and 
training of personnel etc. The Committee re-
commend that the Company should ensure fuller 
utilisation of capacity augmented by creation of 
facilities for taking 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. 

The Committee find that in the context of 
faInng 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 production. They suggested 
the manufacture of Tractors, Printing Presses 
and Heavy Duty Presses in Units III, IV and V 
respectively. 

The Committee regret to note \hat valuable 
time has been lost in finalising the details of the 
schemes for these projec\s. Procedural forma-
lities consumed much of the time. 

The Technical collaboration agreement for 
the manufacture of tractors was signed in Janu-
ary, 1971 and the DPR was submitted to Govern-
ment by the Company in June, 1972 but the same 
has not been approved by Government so far. 
A technical 8Slistance agreement for the manu-
facture of Printing Preues was concluded with 
an Italian firm in September, 1989 and was ap-

---------------------------------------------------
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proved by Government in January, 1971. The 
DPR for the Project was submitted to the Gov-
ernment in April, 1971 and the same was approv-
ed after about It years (September, 1972). The 
technical collaboration agreement with an Ame-
rican firm for the manufacture of Heavy Duty 
Presses was concluded in May, 1969. The Pr0-
ject Report was submitted to Government in 
March, 1970 and the same was approved by Gov-
ernment after two years i.e. in March, 1972. 

The Committee fail to appreciate the justifi-
cations 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 com-
pleted their examination of the DPR and the pro-
fitability 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. 

The Committee are informed that a special 
procedure has been laid down for the approval 
of DPR on the basis of which investment deci-
sions are taken by Government. The Com-
mittee would like that the special' procedure 
should. be given a fair trial. They would, 
however, emphasise that most of the issues in-
volving different organisations in the Ministries 
should be resolved by joint meetings at high 
levels so that the approval of DPR is not delayed. 

The Committee recommend that the DPR for 
the manufacture of tracton should be ftnaliled 
without any further delay. The Committee find 
that despite the fset that the company decided 
to go ahead with the projects without waiting 
for the formal approval of DPRa by the Govern-
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ment, they have not yet started the process of 
indigenisation but are still struggling with the: 
assembly of machines out of imported compo-
ments. The Committee recommend that the-
process of indigerU'sation of tractors, printing. 
presses and heavy duty presses may be accele--
rated so as to achieve self-reliance expeditious-
ly. Effective steps should be taken to solve the-
problems like power cut so that production of 
tractors is not retarded. 

The Committee fail to understand as to why-
Government have not so far fixed prices for the, 
tractors, printing presses and heavy duty press-
es. _ The economic viabilty of these projects can-
not therefore be accurately assessed. The Com-
mittee recommend that the details regarding 
pricing and profitability may be finalised without 
further delay. 

The Committee find that on an average the· 
cumulative contribution to HMT to the de-

velopment of indigenous production of ma.-
chine tools since the commencement of productioll! 
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 RB. 9.75 crores in 1968. The Commit-
tee 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 h~aving the private sector 
to take up the leu difficult ones. The Committee, 
therefore, feel that had the Company engaged' 
itself'in more sophisticated machine tools rather' 

, than on standard machines, the HMT would not 
have been affected by recession as has been ad-
mitted by the -Chairman, HMT himself durin~ 
evidence. 
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Due to fall in demand of the machine tools. 
manufactured by HMT, the Company decided. 
to expand their activities in various directiDns. 
through diversification of production, with the~ 

result that the production in HMT is now show-
ing an upward trend. It has been stated that the-
increase in sales during the recent years has, 
been from new types of machine tools introduc-
ed for the first time as part of diversification pro-
gramme. From the sales of 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 ex-· 
pansion programme has not picked up sufficient-
ly even though the recession was over long ago .. 

The Committee are therefore inclined to feel 
that in the past the planning of production and 
product-mix of HMT had not been related t()lo 
demand for the products as otherwise this situa-
tion would not have arisen, 

The Committee would like Government tG. 
take a serious note of this demand projection a.nd 
examine the matter in depth to see what further 
diversification programme 'ebuld be taken up by· 
HMT so as to maintain its dominant role 3S pro-
ducer of machine tools in the country. The Com-· 
mittee, also stress that product-mix and the paL-
tern of machine tools should be carefully worked 
out keeping in view the clemand of machine tools 
in the country and overall profitability of the 
Company. The Committee·need hardly stress: 
that before cleciding the future production pro-
gramme for the Fifth Five Year Plan the Gov-· 
ernment should clearly demarca.te the respective· 
roles of the private·ud public secto~ to that 
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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. 

The Committee, however, regret to note that 
no detailed review has been made by the Gov-
ernmen!/HMT to find out the contribution made 
by HMT ~ith regard to import substitution. It 
has ,been stated that roughly the contribution 
of HMT would he of the order of 40 to 45 per 
cent of the total contribution made in the coun-
try in regard to indigenisation of the manufac-
ture of machine tools. 

The Committee feel that although at the 
earlier stages it was imperative for HMT to en-
ter 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 tech-
nical assistance and konw-how should be reduc-
ed to the minimum. 

The Committee, therefore, recommend that 
Government/HMT should chalk out a realistic 
phased programme of achieving self-relJance so 

""'t<,:~;;.{ that not only the imports of machine tools are 
l'educed to the minimum feasible limit but the 
dependence on foreign technical assitance and 
know-how is alSo gradually brought down if not 
altogether eliminated. 

It has been ltated that whenever any propo-
181 for import from any industry comes, the ap-

• plieant ia required to advertise the requirement 
in order to- find out whether the items can be 
manufactured indigenoualy. The Committee, 
however, recommend that the Government/HMT 
Ihould· make a detalled ltudy about the items 



1 

7 

2 

5.27 
to 
5.31 

305 

3 

they can meet in full the overall needs of ma-
chine tools in the country at the same time en-
suring that the interest of small scale sector is 
not in any way a.ffected. 

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 cur-
rent expansion programJ..lle can be expected to 
impart continued and vigorous momentum upto 
1975-76. Thereafter, the expansion of produc-
tion and sales of the HMT will lose its vigour 
,and tend to level off, with familiar adverse im-
pact on the profitability. 

Since according to the Management, the gesta-
tion period of a new engineel'ing project from 
primary conceptual thinking to actual production 
is about 5 years, the Committee need hardly 
stress tha.t Government should plan right from 
now, for the programme of expansion to be taken 
up after 1975-76, so that the Company can utilise 
its capacity to the maximum. 

The Committee find that as a result of sus· 
tained efforts for import substitution, the im-
port of machine tools has been gradually 

brought down. In 1956, the indigenous produc-
tion of machine tools from the HMT and other 
units in the country met only 11 per ceJtt of the 
total machine tool requirements of the Indian 
economy. The other 89 per cent of the require-
ment was net by imports. In 1970 and 1971, the 
domestic production provided as much as 70 per 
cent of the machine tool requirements of the 
country. The Committee were informed that .t 
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 hal alIo 
been stated that it may not be possible to go 
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which can be manufactured indigenously. The· 
Design and Development Department of HMT' 
and the Central Machine Tool Institute, Banga-
lore should keep 'themselves uptodate in this~ 
regard so that the necessity of finding out this. 
information through advertisements is obviated. 
The GoverrunentjHMT should also analyse the-
pattern of imports so as to decide as to which 
items should -be feasible for indigenous manu-
facture. 

The Committee find that in addition to the-
new types of machines established for pro-
duction under the various collaboration agree--

ments, HMT have also produced several new 
types of machines developed out of its own de-
sign 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 as-
signed. 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 &c-. 

tivities in this direction should be further inten-
lifted in order to master the advanced techno-
logy in the manufacture of sophisticated machine' 

r tools and to evolve designs for numerical con-· 
trol systems. 

The Committee regret to note that although-
the Working Group for Machine Tools for the' 
l'ourth Plan had pointed~t in their report that 
many of the existing designs of indigenous ma-

. chine tools were outmoded, it is only recently' 



1 

'. 

2 

:1 _ 

5.10 
to 
5.75 

307 

3 

that this lacuna was Doted by HMT when they 
found tlult their machines did not find ready 
market. The Committee feel that the Indian Ma-
chine Tool Industry has not been backed up by 
a vigorous and dynamic research and develop-
ment programme which studies in depth the 
requirements of users. 

The Committee note that Governmpnt have 
been urging both HMT and other pu·blic sector 
Units to undertake the Research and Develop-
ment facilities sO that they keep the production 
technology uptodate. A high level Group under 
the National Committee of Science and Techno-
logy has been constituted to devote attention to 
this problem. 

The Committee recommend that the activities 
of the National Committee on Science & Tech-
nology, the Central Machine Tool Institufe, 
Bangalore and the Design & Developing Depart-
ment of HMT should be well coordinated and 
all possible assistance and encouragement should 
be given to Indian engineers to evolve and mas-
ter basic designs so that machine tool industry 
in India may be able to stand on its own feet. 

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 tar-
get is expected to ·be achieved by that year. Dur-
ing 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. 

The need for giving priority to the eY.pOrt of 
machine tool was realised when the machine 
tool industry was badly hit by recession. It was 
felt that the export was absolutely neC'e!lSary in 
order to balance the ups and downs in the ec0-
nomy and dem~nd pattern of the machine tools. 
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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 internai demand. Secondly, exports help the. 
country to earn foreign exchange which helps 
to bridge the g~p 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. 

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 ma-
chine tools has not bee'n tackled successfully re-
sulting in unsatisfactory performance in respect 
of export of machine tools from the country in 
general and exports by HMT in particular. 

The Company has now worked out a multi-
p:t'onged 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 agree-
ment has turned out various sophistkated items 
under numerous collaboration agreements, it 
has not been able to attract foreign buyers. HMT' 
also entered into dealership arrangements with 
foreign firms but it has been stated that some 
of these did not work well as HMT had not g()t 
suftlcient experience in this regard. 

Yet another reason for the decline in export 
was that the outmoded Indian Machine Tools: 
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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 dyna-
mic research and development efforts. There 
was no incentive to the industry including the-
public sector units to go in for research and 
development in a big way. 

The Committee find that Government are-
now learning through past experience in order 
to improve all the methods for promoting ex-
ports. The Committee need hardly stress that 
unless the machine tool industry is kept upto-
date, it will hardly have any chance in the ex-
ternal market. They would, therefore, like to 
stress that all possible encouragement should be-
given by Government to the Central Machine-
Tools Institute and Design and Development De-
partment of HMT so that designs and know-how 
are kept updated in order to keep pace with 
what is happening in the outside world. 

The Committee further recommend that in 
view of the imperative necessity for expanding-
Indian's export on top priority basis, Govern--
ment/HMT should try to build up the image in 
the developing countries and socialist countries-
where there is great potential for India's ex-
ports. This can ,be done by improving the quality 
of our products after sales service and participa--
ting in Exhibition held in these countries. 

The Committee find that Government/HMT-
are giving encouragement to small scale in-
dustries 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 hact 
considerably improved in sophisticated techno-
logy but still if the heavy and large scale indus-
try had to depend on small scale ancillary indus-
tries, they had to improve their quality. 
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The Committee recommend that Government 
should make a detailed study about the items 
which are and which can be profitably, econo-
mically 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 assist-
ance so that the quality of the products does 1Iot 
in any way affect the main industries. 

The Committee note that the HMT, Banga-
lore, have an industrial estate attached to it 
wherein they have been encouraging the .. mall 
scale sector to produce parts required for their 
manufacturing progra.mme. The Committee ex-
pect HMT to give ,a similar lead for development 
of small scale industries to supply items for their 
manufacturing programme in their other fac-
tories also. 

The Committee note that HMT have been 
supplying machines to the small scale sector on 
h.ire purchase basis. The Committee would like 
HMT to maintain close liaison with the small 
scale Industries corporation, the Commissioner 
for Small Scale Industries Centre and the 
Director of Industries in the states so as to study 
in depth the requirements of machinery for 
small scale sector and make it available in time 
to the small scale sector. 

The Committee are surprised to note that the 
developed capacity as worked out by the mana-
gement at 1.3 inefficiency or even at actual inef-
ficiency on two shift working exceedp.d the ins-
talled 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 ac-
tual inefficiency, except for the year 1968-69. All 
this clearly indicates that both the installed 
capacity as well as the developed capacity have 
not been worked out on a realistic basis. The 
Committee have already pointed out the lacunae 

--------- ------
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in this regard. They would again like to stress 
that Government/Management should fix the 
installed capacity on a realistic 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. 

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 Units I & 11 1968-69 to 1971-72 in Unit 
III 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 tar-
gets were even much lower than the de\'eloped 
capacity. More than 50 per cent of the capacity 
remained unutilised in some years. 

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 proje(.'ts already initiated more pHrticularly 
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. It has been stated that the demand 
for common items such as LathE' and Milling 
Machines shrank as the demand foreflilst had 
been worked out under different sets of condi-
tions and assumptions. Initial production difficul-
ties in respect of new pro~cts, technical and 
manufacturing problems and labour agitations 
have been cited as SDme of the other reasons that 
resulted in shortfall in production. 

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 a]-
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ready pointed out that neither any proper cate-
gory-wise assessment had been made ,. .. ith re-
gard to the requirement of machine tools in the 
country nor a proper production profile was 
earmarked on a scientific basis. The Company 
went on diversifying their production during the 
past years as .and when 1t was realised 
that the products which were already be-
ing manufactured by it did not find ade-
quate market. The Committee WOUld, there-
fore, like to stress that realistic demand 
projections should be made Dnd the TilO-
duct-mix including the diversified items that are 
to be manufactured by HMT should be decided 
on the basis of a detailed analytical study. The 
Committee also recommend that the reE1sons for 
shortfall in production should be anaJysed in 
greater depth so that remedial measures may be 
taken and the recurrence of such mistakes avoi-
ded in future. 

The Committee find that during the years 
1966-67 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 production of a number of pilot lathes, 
drum turret and low value LT lathes. The Com-
mittee were informed that the Unit did not have 
the full capacity to manufacture some of the ac-
cessories 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 ]971 
that a Committee was constituted and certain 
suggestions for improving the performance of 

. _._---- -••...... -------_. __ ._-- .. ---_ .... _._--
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the unit were made which after approval by the 
Board in 1972 are being implemented. The Com-
mittee 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 a,nd responsibility fixed. 

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

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

The Committee regret to note that Unit V of 
HMT which was mainly set up to meet the 
demand fo·r special purpose machines and Fay 
Automatics could not get adequate orders for 
these machines to utilise its capacity. The orders 
secured could not be executed in time due to 
lower level of labour efficiency, Even a period 
oC 5 years was considered inadequate for de-
veloping the efficiency and skill requ;red for the 
manufacture of sophisticated machinps and over-
coming the initial production problems, The 
Committee further note that the agreement 
with MIs Renault could not be fully exploited 
as the design techniques fonned by RNUR could 
not be adopted for the requirements of SPM in 
India. Renault contemplated manufacture of 
substantial number of special purpose machines 
designed for automotive use and the demand for 
special purpose machines for automotive use 
did not materialise. 

The Committee are at a loss to understand as 
to how the collaboration agreement with Renal:tlt 
was entered into without taking into IJccount 
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the technological requirements of sophisticated 
machines in India. They regret to n()te that this 
serious matter was not thoroughly investigated 
and recommend that it should now be gone into 
and responsibility fixed for such defective agree-
ment with MIs Renault. The Committee would 
like to be kept informed of the action taken in 

. this regard. 

The Committee were informed that HMT 
are now in the advanced stage of negotiations 
with an American firm Mis. Cross Company in 
order to improve their technology and in order 
to get orders from the international market for, 
special purpose machines. 

The Committee recommend that the impli-
cations of the proposed agreement with Mis 
Cross and Company should be carefully examin-
ed so that the mistakes in the earlier agreement 
with Renault are not repeated. 

The Committee further note that out of the 
machines already installed machines worth Rs. 
1 cn»re 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 exami-
nation/verification of their capabilities. The 
Committee recommend that this matter should 
be probed into thoroughly and the responsibility 
for the liapses fixed. 

The Cammittee are unhappy to note that 
GovemmentlManagement are not following any 
fixed pricing pol'icy with regard to the sale of 
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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 export clrders, 
it should be possible to increase their production 
and reduce the cost of production so that price 
may be competitive. 

The Committee are surprised to note that on 
the one hand unit V is suffering due to lack 
of adequate O!'ders on the other hand licence 
had been issued to Mis TELCO for the manufac-
ture of SPM's for a eapadty of Rs. 100 lakhs per 
annum as a part of a diversification scheme in 
the existing undertaking to introduce a new item 
of manufacture. Their application for the recog-
nition of the 'existing installed capacity for a 
total production of Rs. 200 lakhs per annum is 
now under the considecation of Government. 
The Committee would like the Government to 
fully examine the implications of allowing fur-
ther expansion to TELCO keeping in view the 
unutilised capacity of unit V. 

The Committee are informed that Govern-
ment have decided to import an entire plant 
from Italy for the manufacture of licooters.· The 
argument advanced for such an import is, how-
ever, hardly eonvincing. It has been admitted 
that the {!ompe~nee of HMT to prociuce the 
machines needed for the manufacture of scooters 
was beyond any doubt. But the Plant is being 
purchued in order to meet the pent up demand 
for 9COOten. The Committee would, however, 
like to point out that the demand for scooters 
hu not grown all at once. The existing private 
manufaeturers halVe 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 it. very inception . 

.... - ... ---_ ... -------_._._----
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The Committee strongly feel that the deci-
sion to take up the manufacture of scooters in 
the publ:c sector h~ls been unduly delayed. Had 
the decision to set up such a Project beim taken 
earlier, the advantages would have been three 
fold. First the manufacture of SPM's in Unit V 
would have enabled HMT to utilise its idle capa-
city in that unit. S" ondly, the Public Sector 
in addition to meet the growing demand for 
scooters would have provided a fair competition 
in the sale of scooters. Thirdly it would ha\'e 
helped the country in the acquisition of advanc-
ed technology whiCh could have been certainly 
better than the technology already available :n 
the country about the manufacture of Lambretta 
scooters. 

The Committee regret to note that Govern-
ment decided to import four Fay automatic 
lathes required by the Defence Department in 
March, 1971 without actually examining the capa-
city 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 manufactured by HMT. The Committee need 
hardly stress that such imports which involve a 
huge amount of foreign exchange should have 
been avoided. The possibility of meeting the fur-
ther demand of the Defence Department by HMT 
with regard to the shell manufacturing machines 
should be fully explored before taking up any de-
cision about their import. 

The Committee further recommend that ef-
fective 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 Min-
ing and Allied Machinery Corporation who are 
also taking up the manufacture of tractors should 
also be explored. 
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The Committee hope that with improved 
technology and adequate number of orders, the 
working of unit V of HMT would improve. 

The Committee find that a number of Electri-
cally controlled Horizontal and Vertical Milling 
Machines manufactured in Units I and II of 

HMT for the Defence Department developed some 
defects in actual operation and had to be rectilied 
at the cost of the Company. The manufacture of 
these machines resulted in a loss of over Rs. 54 
lakhs to the Company apart from an estimated 
development cost of about Rs. 30 lakhs. The Com-
mittee further note that out of 410 Electrically 
Controlled Milling Machines (2D3) manufactur-
ed in Unit III rectification of defects on 202 mac-
hines at a cost of Rs. 14 lakhs had to be carried 
out. The ComD;littee would urge that the rea-
sons for the defects developing in both types of 
Machines should be carefully gone into and reo 
medial measures taken to avoid such defects 
developing in future. The Committee regret to 
note that the Company had not examined the 
financial implications before accepting the orders 
which ultimately resulted in a loss to the Com-
pany. 

The Committee were informed that the need 
for rectification arose on account of these sophis-
ticated 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 orders. The 
Committee feel that there should be a closer qua-
lity control and stricter supervision at each stage 
of production and recommend that the machines 
should be fully tested at the premises of the fac-
tory with regard to their performance before these 
are despatched. Since the manufacture of these 
machines is customer oriented the Committee 

--------------
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feel that the best form of sales management in 
such cases should be to provide after sale ~rvice 
to the customers. 

The Committee find that utilisation of mac-
to hines and labour was not satisfactory in all the 
7.19 units of HMT. particularly in Units III, IV and 

V. The percentage of idle hours to available 
hours in respect of machines varied from 18.7 to 
26.3 in Units I and II, 22.48 to 31.4: in Unit III, 
37' 7 to 4'7' 4 in Unit V and 21$' 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 
1'7''4 per cent in Units I and II, 13'14 TO 18' 0 in 
Unit fl.1 25.74 to 41.0 in Unit IV and f5.39 to 27.0 
in Unit V. As a result of non-utilisation of mac-
hines and labour there was enormous idle capa-
city in the Units. The idle capacity was around 
30 per cent in Units T, IT and III 40 to 50 per cent 
in Unit IV and 30 to 40 per cent in Unit V. Lab-
our efficiency in all the units was also not im-
pressive. It was only about 62 to 79 per cent in 
Units I and II 64 to 75 per cent in Unit IJI, 53 
to 68 per cent in Unit IV and 44 to 71 per cent in 
Unit V. 

The main reason for all these maladies was 
stated to be low order position caused by severe 
recession. Idle machine hours due to 'no opera-
tors' were on account of absenteeism. Low order 
position responsible for very low morale of wor-
kers also contributed to absenteeism. The absen-
teeism 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 
1ale for want of jobs, m 'Iterial etc. Again I'n the 
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one hand there was dearth of orders to fully 
utilise the capacity, on the other hand the orders 
in hand could not be executed for want of opera-
ton, materials, mechanical and electrical repair 
of machinery etc. As a result of these, the pro-
duction performance remained unsatisfactory in 
all the units of HMT, particularly in Units III, 
IV and V. 

The Committee ftoo that the Company are 
now takiEIg a number of steps to eliminate idle 
hours and improve p·oouctivity. Diversification 
of production in order to secure adequate orders, 
supply of requisite quantity and quality of mate-
rials, reduction of absenteeism, introduction of 
preventive maintenance and repair systems in 
order to minimise machine breakdown, and intro-
duction of mcentive IChemes are the steps in the 
right direction. The Committee, therefore, re-
commend that all these measures .hould be pur-
sued vigorously in order to increase productivity 
and production. 

The Committee were informed that the machi-
nery in Units I and U of HMT are getting old. 
They, therefore, recommend that the programme 
of gra4ual replacement and provision of balanc-
ing equipment, wherever necesary, should be 
finalised in time and steps should be taken to en-
sure lBllooth running of the plant as a whole, that 
the requisite machinery and equipment become 
available as per scheduled programme. 

The Committee are surprised to note that 
Government/Management have not made any 
analysis of the requirement of staff in relation 

to the available/deve}oped capacity in all the 
units of HMT. The standard force was initially 
fixed 1m the balis of wOl'king of the units at full 
iDliitalled capacity. The Committee have already 
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pointed out that in the past the actual produc-
tion was far less than the installed capacity. In 
financial terms the loss due to surplus labour 
during the years 1968-69 to 1970-71 has been 
assessed Rs. 118 lakhs. 

The Committee feel tha·t the employment of 
staff far in excess 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 stan-
dard force taking in~ account the expansion 
programmes launched by the Company and the 
actual strength should be undertaken wi.thout 
any delay so that the itaff may be usefully and 
economically deployed. 

The Committee view with concern that 
to there is a large scale out-go of trained personnel 
7.39 from the HMT. It has been stated that "reten-

tion 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 
trained personnel, continues to pose a problem 
to the Company". 

The Committee feel that the recruitment, 
training and promotion policy should be so de-
vised as to encourage persons of merit to get 
themselves absorbed with an assurance for fur-
ther advancement. 

The Committee consider that for improving 
work-efficiency, welfare schemes, within and out-
side the establishments should be introduced. In 
this connection the Committee would like to in-
vite the aitention of the Government/Manage-

-----_._._.- ------------------------
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ment to their recommendations contained in 
Chapter XI of their Seventeenth Rt'port (l<~ifth 

Lok Sabha) on Personnel Policies and Labour 
Management Relations in Public Undertakings." 

The Committee find that while the strength 
of the Sales Organisation has increased by more 
than 3 times i.e., 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 Management 
are in the process of recruiting more personnel 
for sale of Tractors, Printing Presses etc. 

The Committee need hardly stress that the 
Sales Organisation should not be unduly multip-
lied simply with the addition of new products. 
They recommend that the cost of sales organisa-
tion should be commensurate with the sales 
turnover. 

The Committee note that HMT have set up a 
Market Research Department in ~rder to study 
mark&t trends and made demand 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 programme is planned 
on a realistic basis .. The Committee hope that 
with the setting up of this Department, the de-
mand survey with regard to machine tools would 
be expedited. The Committee recommend that 
the Company /Market Research Department 
should make a special study about the require-
ments 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 an< 
equipment in the small scale industries. 

_ .. -- - - - - -- ------_ ... _---
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The Committee also note that the Company 
has introduced new techniques of marketing. The 
Committee hope that the 'Total Plant Engineer-
ing Service' and the 'integrated approach to the 
requirement of machine tool customer' will pay 
dividends as the schemes intended to help the 
(!ustomeri to purchase the right type of machines 
with full guidance about the production pro-
cess. 

The Committee would, however, stress that 
in order to sustain the confidence of the cos-
tomers in the products of HMT the best form of 
sales management especially in sale of machinery 
would be in having an efficient after-sales ser-
vice and providing already response to the diffi-
culties of customers in the maintenance of mac-
hinery. The Committee also suggest that the 
sales marketing organisaUon should develop, a 
system of feed back of information to the manage-
ment regarding the types, and pattern of machine 
tools needed by the customers so that the pro-
gramme of production is reoriented to the latest 
market trends consistent with the needs of cus-
tomers. 

The Committee also note that in order to pro-
ject a be~r image of HMT products, the com-
pany have held a number of demonstrations of 
their machine tools in the country and have also 
participated in a number of International Fairs 
and Exhibitions. The Committee however, 
find that in most of the International Fairs and 
Exhibitions the CGlnpany could not secure even 
a single order. In this connection the Manage-
ment have stated that the effect of participation 
in the exhibition cannot -be gauged OIlly by the 
orders booked during the exhIbition as tbe parti-
cipation in these exhibitions is also intended to 
create a very high impression about toe nigh 
quality of pl'Oduets in the minds of machine tools 
users who visit these exhibitions. The Commit-
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tee, however t feel that the Company should be 
able to clearly state the end results of such parti-
cipation in monetary terms so as to justify the 
huge expenditure incurred on such exhibitions. 
As far as possible the results achieved in prb-
curement of orders should be commensurate 
with the expenditure incurred 'by the Company 
OQ foreign tours and on participation in 

exhibitions. 

The Committee find that the Company ap-
to pointed Mis. R. G. Gardner Machinery Co. in 
8.40 April, 1969 as their agents for the sale of Com-

pany's products in the Western Hemisphere but 
the same was terminated in December, 1970 as 
the foreign firm df~ ncit fuItH a number of con-
tractual obligations. The agreement l.ntered in-
to in May, 1969 with another firm Mis. Vernick 
Machinery for the Western Territory of USA was 

also terminated in September, 1969 as the firm 
gave up all lines of machines tool distribution. 

"nle Committee were informed that MIF. 

R. G. Garnder Machinery Company claimed dam-
ages of the order of $ 8.5 million from the Com-
)lQJly representing eatiatated loss of profits which 
they claimed they have suff~red due to termina· 
tion of the contract. HMT had also prpferred 

------- -_.----
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counter-claim of Rs. 32.50 lakhs plus the sale 
p.roc~eds of machines sold by the agent, cost of 
lega.l action etc., and the case regarding claims 
and counter claims is stated to be pending in the· 
Supreme Court of Toronto. M/s. Vernkk Mac-
hinery Co., had executed promissory notes in fav-
our of HMT for $ 11,983.81 in respect of sale pro-
ceeds of 3 machines sold by them during the cur-
rency of the agreement. The question of re-
covery of the amount was being pursued by the 
Sale Office of HMT in U.S.A. 

The Committee, therefore, recommend that 
the circumstances in which the a~tE:ements Were 
entered into should be thoroughly investigated 
and responsibility for the lapse in the process of 
fixing up the agencies should be fixed. The Com-
mittee would like to be. kept informed of the 
settlement of the claims preferred by the Com-
pany. The Committee also urge that Govern-
ment/Company should evolve an elTective proce-
dure for selection of and entering into agree-
ments with agents/fon:ign firms so as to avoid 
recurrence of such mbtakcs in future The Com-
mittee suggest that such agreements should be 
finalised with the help of Indiall Missions abroad 
only after full knowledge about the firms con-
cerned. 

The Committee note that whereas the Com-
pary appointed Mis. American Machine Tool 
Works as their agents for the sale of the Com-

pany'!' product in the Western Hemisphere con-
sisting 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 beeR 
received by HMT and out of these only 77 have 
been executed so far. HMT could not adhere to 

--_ .. _--_.-
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the delivery sclieaule as many modifications had 
to be carried out in the existing products. Cer-
tain 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 delivery of 
machines by the firm to their dealers and cus-
tomers. As the introduction of HMT machines 
in American Market was delayed Mis. Ameri-
can Machine Tool Works could not release fur-
ther orders. 

The Committee feel that complete manufac-
turing deta.ils and specifications should have been 
settled in advance before the orders had been 
'accepted for execution so as to obviate the diffi-
culties in acceptance of the products by the cus-
tomers at the time of delivery. The Committee 
would also urge that once the orders are accept-
ed the Company should ensure timely delivery 
of the machines and honour the commitments. 

The Committee note that against 440 en-
quiries received in 1971-72 quotations were sub-
mitted only in respect of 385. Even out of this 

only 51 o.rders could be confirmed. The Com-
mittee 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 Committee are not 
satisfied with the explanations 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 pur-
pose machines". Even 01'1 the basis of this state-
ment the position is unsatisfactory. The Com-
mittee therefore recommend that the exact rea.' 
sons for rejection of enquiries by ,:ustomera 
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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 Commit-
tee also recommend that a complete record of 
orders received should be maintained so that fur-
ther information is available to the management 
for taking appropriate action at the appropriate 
time. 

In view of the idle capncUy 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. 

The Committee hope that with the introduc-
tion of c:omputer system an effective control 
woWd be exercised over the follow up action on 
the quotations submitted by the Company. 

The Committee find that there has been an 
to accumulation of stocks in regard to established 
8.61 products such as lathes, grinders, radial drills, 

milling machines etc. During the years 1007~8 
to 1969-70 such an accumulation has been attri-
buted 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 in-
volved more technical and production problems 
than in the case of General Purpose Machines 
(e.g., lathes, radial drills, milling machines, etc.) 
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The Committee were informed that a num-
ber of initial production difficulties in the manu-
facture of sophisticated machines have now been 
solved and action has also been taken to increase 
the indigenous 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 investigated. It has also been stated 
that a number of steps towards sales promotion 
by means of participation in exhIbitions, by con-
ducting demonstrllt!on in showrooms, by improv-
ing the after sale servicing facilIties are now be-
ing taken in order to improve the order position 
in respect of established products. The Com-
mittee hore that as a result of such steps the 
orders position both in regard to established pro-
ducts and sophisticated machines would improve. 

8.77 The C'Jmmittee find that out of the pending 
to orders for 1285 machines (excluding consignment 
7.79 orders) a:; at the end of March, 1972, 340 orders 

504 LS-22. 

could not be executed although the promised de-
livery dates had expued. As on 1st January, 
1973, 106 orders valued at Rs. 43.99 lakhs were 
still pending execution. 'l'he Committee also 
find that 'orders worth Rs 52.72 lakhs were can-
celled as the Company could not supply the 
machines on the due date 01:' aelivery. 

The delay in the execution of orders in res-
pect of new products was stated to be mainly due 
to the initial production difficulties. 

The Committee need hardly stress that the 
delay in the execution of orders ads as an 10-
hibiting factor in securing further omers as well 
as in the cancellation of oraers already seeured. 
They recommend .that effective steps should be 
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taken by the Company to ensure that the ac-
livery dates are adhered to. 

The Committee note that during 1966-67 to 
1971-72 orders worth Rs. 686.31 lakhs were can-
celled. Besides delay in the delivery of machines~ 
the orders were cancelled due to change in cus-
tomer's requirement subsequent to placement of 
orders, financial difficulties faced by the customer, 
difficulties experienced by the customers in get-
ting the projects sanctioned from Governm~nt, 
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 be solved if the Government/ 
Management had taken suitable steps at the ap-
propriate time. Financial diiti.culties faced by 
customers due to delay in getting loans or diffi-
culties experienced by the customers in getting 
tne project sanctioned from Government can be 
solved by the Ministries concerned. The Com-
mittee recommend that appropr.iate steps to help 
the customers to lift the machines should be taken 
as soon as such difficulties come to the notice of 
Government/Management. 

8.87 The Committee are surprised to note that 9S 

to on 31st March, 1972 the COmDany had in stock 
8.88 1075 machines valued at R'l. 644 ·lakhs. Out of 

these 433 machines valued at Rs. 245 lakhs were 
without orders. It has been stated that 194 ma-
chines valued at Es. 125 lakhs were manuf3dur-
ed in Unit III merely to utilise the idle capacity 
in that Unit. One hundred machines valued at 
Rs. 411.50 lakhs were not lifted by the customers 
durin~ 1969-70 to 1971-72 due to financial diffiCUl-
ties. Amon'! these customers mentioned by the 
management are the reputed firms with sound 

- --- ------------ ---_ .... -.. ~ ---- --_. __ ..• ,,-- ------_ .. _---
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financial position. The Committee fail to under-
stand as to how the Company could not evolve 
a rational mac..~inery for guarantee of payment 
from such customers. The Committee would 
like that the manufacture of 433 machines with-
out a firm order for them should be investigated 
a'3 the machines remaining unsold only block the 
Capital. 

The Committee recommend that effective pro-
cedure s..~ould be evolved for ensuring prompt 
payment by customers who have placed firm 
orders. The question of imposition of penalty 
should be considered in the light of past experi-
ence. The Committee also recommend that the 
orders for the machines which were manufactur-
ed in anticipation of orders s..~ould be secured 
without delay so that undue accumulation of 
,.;tock is avoided. 

The Committee find that throughout the past 
years (except in respect of Unit V for 1967-68 
and 1971-72 and Unit III for 1968-69 and 1971-
72) the aeutal sales were far less than the budget 
framed by the Company on the basis of the sales 
forecast. In Units III and V the s'lles perfor-
mance was not even 50 per cent in 1966-67 of 
the sale budgets. It has been stated that the 
Sales budget. had to be revised keeping in view 
the order position and other 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 budget!! to fix the 
targets for sales field stat!. 
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'rhe Committee are nut convinced with the 
argument· .. put forward by the Management with 
regard to to fixing the sale budgets on the high 
side. They would like that realistic targets 
should be fixed keeping in view the order posi-
tion and other relevant factors and the reasons 
for the non-achievement of targets should be ana-
lysed every year so as to improve the system 
of sales. Likewise export targets should also be 
fixed as realistically 15 possible keeping in view 
the sales prospects and the order position after 
a careful study of the export market. The Com-
mittee have already strc3sed the need to ~tep 

up exports in order to fully utilise the capacity 
of the units of HMT and in order to bring about 
technological improvemenb :n the m1chines t~ol 
induztry in the country. The Committee would 
also stres::: that price:; "f '~1"r.hinE's for export 
should be competitive and delivery schedule of 
mach'nes should be adhere·:! to. 

The Com :nittee re~o:nm ~nd that the MaClRge" 
ment/Government should keep themselves in 
touch with the other public sector undertak:ngs 
in order to find out their perSl)ective demand so 
as to ensure that order.> are secured for HMT 
well in advance as it takes a lot of time in design-
ine: and in the development of sk'l1 for a job 
which is not alre1dv w"thin th~ pro'.!uction pro-
fUe of HMT. This will also to a great extent 
avoid such imports which .:l,re rezor·t ... d to only 
in view of urgency. 

The C(1!"1m;ttee note t,at the selPng prices 
are fixE'i 'n respect of (a) established machine'! 
with reference to cost of pt'Oduction and lande1 
cost of equivalent imported machines; (b) ma-
chines manufactured out of Company's own 
design with reference to cost of production in-
cluding venture allowance at a fixed percentage 
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Glnd (c) sophisticated and tooled up m<lchilleS 
wJtn reference to cost of production or landed 
cost equivalent imported machines and in all 
t."lere cases, the rlrices are subject to the cons-
traint of what the market can bear. The Com-
mittee have found that in regard to sophisti-
cat2d ma:!hine3, the sell.ng prices in several cases 
did not cover even the factory cost of production 
and have thus resulted in loss. The Committee 
feel that with the experience now gained and 
the eXrlertise acquired over a period of years, it 
should not be difficult for the Company to effect 
economies in working, improve pfficier:cy <In:"! re-
duce the cost of production, so liS to obviate the 
necessity of selling its products at le3s than the 
cost prices on the plea of "what the market can 
bear", and incur losses in transactions. 

The GJmmittee note that the Company is 
following standard costing system in all the 

units. The Comrni ·tee find that tnt> standard 
costs are varied from year to year even in e:3t!lb-
liahed products like lathes, grinding -machines, 
drills etc. Even then the over-all costs are-
higher than standard cos~s due to under utilisa-
tio!'} of capacity, low batch production, variation 
:n efficiency etc. 

In regard to actual costs, the Ccmmittee find 
tbat these are collected under batch work orders 
except in the case of SPMs in Unit V where they 
are ba-sed on job orders. The job orders in Units 
I & II are closed annually, costs ascertained col-
lectively and distributeci pro-rata to each ma-
chine. 

In Unit Ill, the Factory cot:t:; for ~(lme 

type of machines vary from batch to batch. The 
Committee would like that the reasons for the 
various situations should be careftll!y ~n:lI'y,,:J 
ar..j suitable remedial measure; hken. to put 
the costing on scientific lines. 
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The Committee feel that as standard/planned 
time estimates are based on techincal exercises 
conducted in detail by competent technical per-
sonnel, there should not be wide fiucutations. 
The Committee feel that present system of not 
affording credit for components, to relevant job 
orders an loading all the costs of common com-
ponents to one work order is not on scientific 
lines. 

The Committee also recommend that the 
Company should take suitable measures to effect 
economies in costs by improving the efficiency 
of men and machinery fixing norms for con-
sumption of materials and bringing down the 
percentage of rejections. 

The Committee regret to note that out of 
250 SPMs manufactured in the Unit V upto 1971-
72, the Company incurred losses aggregating ·Rs. 
71 lakhs in respect of 123 machines (about 50 
per cent of the total) and in 50 cases the com-
pany could not even recover the factory costs, 
and the loss On this account alone amounted to 
Rs. 18.44 lakhs.The Committee find that the 
losses were mainly due to estimates not being 
L'ealistic taking into account the actual ineffici-
tlncy, desiging and engineering difficulties etc. 
'rhe Committee suggest that the reasons for the 
10SiSes should be more critically analysed and 
.. uitable remedial measures taken to effect econo-
.aties in cost of production by improving effici-
ency and maximiSing output. The Committee 
IllAO 'Suggest that preparation of estimates and 
:lystem of costing should bE' on 'lcientific lines 
and on realistic basis so tha.t a comparison of 
actual cost with estimates is always possible to 
locate the areas of deficiencies and to enable the 
management to take timely corrective action. 

The Committee note that while HMT have 
brought down the stock of raw materials and 
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components, stores, spares etc. from 7.3 months' 
consumption in 1966-67 to 6.3 months' consump-
tion in 1971-72, the stock of finished goods in 
Lerms of value of sale has increased from 1.8 
months' in 1966-67 to 3 months' in 1971-72. The 
Increase has been quite appreciable from Rs. 
523 lakhs in 1970-71 to Rs. 728 lakhs in 
1971-72. As admitted by the Management, 
lhe closing stock of machines is slightly 
on the higher side and the value of machines 
fleld without orders as on 31-3-1972 amounted to 
Rs. 245 lakhs. The Committee were informed 
that efforts were being made to reduce the in-
ventory of finished goods to Rs. 5 crores by 31-3-
1973. The Committee also find that 26 machines 
worth Rs. 10' 51 lakhs are lying in stock for more 
than 3 years. The Committee are at a loss to 
understand as to why machines worth more than 
~ crores were manuf·actured without any orders 
cherefor and why 25 machines are lying in stock 
tor over 3 years. The Committee recommend that 
this matter should be thoroughly investigated. 
rhe Committee are convniced as earlier obser-
(ed in this Report that the production of the ma-
!hines has not been related to the demand pro-
Jections with the result that the Company has 
oeen accumulating stock for years unnecessarily 
(oading t~e inventory. The Committee hope 
that the company would ensure that at least, in 
future, production of machinery would be related 
to the actual demands and assured off-take. The 
Committee recomend that the company should 
take suitable steps to clear the existing stock of 
finished goods as early as possible. 

The Committee note that the value of slow-
moving and non-moving stores as on 31-3-72 is of 
the order of Rs. 45' 26 la·khs out of which "tores of 
the value of Rs. 26.23 lakhs have not moved for 
over 3 years. The Committee are of the view 
that this situation would not have arisen if only 

-----------
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purchase of stores had been made on the ba',,;is 
of actual requirements of production. The Com-
mittee recommend that the stores should be re-
viewed and items re311y surplus to requirem€:nts 
should be indentified and disposed of in the best 
interests of the company, as accummulation of 
these 'stores is only blocking the capital. The 
Committee recommend that a thorough review 
of all the slow moving/non-moving stores should 
be undertaken immediately, reasons for slow I 
non-moving analysed and suitable remedial mea-
sures taken to prevent recurrence of the same. 
The Committee also recommend that stores real-
ly surplus to requirements should also be iden-
tified and action taken to transfer thl:'~ to other 
public undertakings where they may be useful. 

The Committee regret to note that HMT could 
not achieve the targets in regard to the manu-
facture of watches mainly due to delav on the 
part of Government in releasing the requisite 
foreign exchange. It has been stated that "due 
to d:fficult foreign exchange posWon the factory 
had to restrict the production just to keep it go-
ing." With the result that in 1965-66 :t produced 
only 1,96,110 watches against the targets of 
2,40,000 watches. Though the necessity for the 
addition of a few balancing machines and equip-
ment estlmated to cost of Rs. 6 lakhs to attain 
the target of 3,60,0')0 watches per ye'lr from 1968· 
69 onwards was felt by the Management in 1965 
foreign exchange for them was released by Gov-
ernment only between Septemher. 1956 to 
January, 1970, with the result that HMT could 
produce only 3,00.000, 3,30,000 and 3.45mO w:ltch-
es during 1968-69, 1969-70 and 1970-71 respective-
ly against the target of 3,60,000 watches per year. 
The Committee are given to understand that the 
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present requirement of foreign exchange for the 
first watch factory for the prouuction OJ 

3,6'1,000 watches per year is of the order oi .tts. 5;:" 
lakhs, and that the Company are still experienc-
ing difficulty in getting tne for~.gn excu.mge. 

The Committee feel that tile needs of foreign 
exchange for HMT for production of watches 
should be met on a priority basis in order to 
enable HMT to work to fuil capacity and meet 
the growing and pent up demand for wgtches in. 
the country. 

The Committee are glad to note that in orde). 
to reduce the foreign exchange content the com-
pany are now making efforts to enter Into a .:o11a· 
boration agreement with Mis Citizen Watch Co 
Ltd., Japan in order to get additiongl know-how 
on para-shock, hair-spring, main-spri:lg and es 
capement etc. Tile Committee recommend th3·( 
the process of indigenisation :n the manufacture 
of watches should be so that HMT m ly Lecomc 
self-reliant in the manufacture of watche:. 

The Committee find that the con'3truction and, 
commissioning of the watch fact :ry III at Sri-
nagar has been delayed mainly on account of 
avoidable .factors such as non-availability of cons-
tructional steel, cement, and some other buildin~ 
material. There have also been delay in regard' 
to the acquisition of land, approach road, water 
supply, drainage sy9tem and electricity. t 
though a Review Comm'ttee was set up' in 
December, 1971 by the State Government with 
the commissioner of Planning. and Development 
as its Chairman, no significant progress has been 
made in regard to the fin'llisation of Qutstandin1! 
r.latters. According to the Chairman, HMT" 
"they made promises but had nnt Imp1e'Tlentl:'d 
them." 
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The Committee recommend that Government 
should positive and effective steps to resolve the 
outstanding issues with the State Government. 
The Committee also recommend that Goverh-
ment should give priority for allotment of com-
modities like steel and cement etc. to public 
sector undertaking so as to avoid delays in the 
consrtu -::tion and commissioning of Plants. In 
view of the growing demand for watches in the 
country, the factory at Srinagar should be com-
pleted without any further delay. Production 
progr.amme should be chalked out on a realistic 
basis and concerted efforts should be made to 
adhere to the targets. 

The Committee would like the undertaking to 
determine on a realistic an dscientific basis the 
requirements for personnel keeping in view the 
production programme for the new watch fact-
tory so as not to repeat the mistake of over-staff-
ing which occurred in other factories of HMT. 

The Committee need hardly stress that ar-
ra.ngement should be made in time to provide 
adequate training to the recruits so that they can 
take up their production role in right earnest 
and achieve a high degree of efficiency. 

The Committee find that the original esti-
mates of Rs. 250 lakhs approved by the Govern-
ment in August, 1960 for the Watch Factory I at 
Bangalore had to be increased by Rs. 108.80 lakhs 
in April, 1966 due to change in location, extra 
expenditure on the purchase of Plant and machi-
nery/equipment due to increase in custom duty, 
addition of interest on yen credit and due to 
provision for township requirement not con-
templated in the original estimates. The estima-
tes were again revised in· February, 1967 and the 
increase of Rs. 39: 70 lakhs was mllinlv due to de-

-------------------------------------------------------
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valuation of rupee and further increase in cus-
tom duty. As on 31st March, 1972 and expendi-
ture of. Rs. 333.34 lakhs had been booked. 

The Committee are surprised to note that 
although the increase in estimates in 1967 was 
more than 10 per cent of the original estimate 
the management have not approached the Gov-
ernment fer according the necessary sanction as 
required in the instructions of the Bureau of 
Public Enterprise in this regard. The Committee 
are not. convinced a.bout the justification for r·ot 
obtaining the approval of Government. The 
Committee are doubtful whether this matter was 
taken cognisance of by the the Board and if so 
why sanction of Government was not insistpd 
on. The Ministry have stated tha1 "this is a slip 
on the part of the company." 

The Committee need hardly stress that appro-
val of the revised est' mates should be obtained 
from the competent authority irrespective of the 
reasons for such excess or the source from which 
such exceiS can be met. 

The Committee recommend thl'lt the correct 
position snould be clarified to the Company and 
strict instructions should be issued to avoid a 
recurrence of such lapses. 

The Committee find that according to the 
Detailed Project report as approved by Govern-

ment in June, 1970, the Watch Factory II at 
Bangalorewas to cost Rs. 416 lakhs. This was 
later revised to R'J. 421 lakhs. It has now been 
stated. that the estimates are again likely to in-
crease by Rs. 231akhs due to additional cost to be 
incurred in respect of Plant and machinery and 
payments towards licence right!:; hased on the 
current exchange parity rates and customs duty. 

--------------
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The original estimates of Rs. 425 lakhs in 
respect of Watch Factory III at Srinagar has. 
been revised to Rs. 470 lakhs. The increase in 
estimates is due to statutory increase in prices 
for construction steels, increase in custom duty. 
rev,lluai!on of currency by Japan & Sw:tzerla:1d 
unforeseen inland costs for transportation, local 
taxes, duties and certain unforeseen items of 
expenditure as a result of the recent war. 

The Oommittee feel that delay in the cons-
truction and commissioning of the projects is a 
major factor contributing to the increase in the 
original estimates. The Committee would like 
Government to ensure that the estimates are 
prepared accurately in the first instance and that 
the comn]etion of the Projects are not delayed ao; 
it results in subst.9.ntial increase in the expendi-
ture and ultimately effects the profitability. 

The Committee regret to note that the ser-
vice facilities with regard to the repair of HMT 
watches are very inadequate and the process of 
getting the defective watches repaired is quite· 
tedious an~l time consuming as more often t.hen 
not the watrh has to be sent to Bangalore for a 
th~rou'!h che"k-up. The Committee h~l that with 
the gradual increase in the sale of watches, pro-
vision of adequate service facilities on decentra-
lised basis is an imperative necessity. The Watch 
Fact~ry I at Banagalore is at present producing 
more then 3,60,000 watchoes per year. Watch 
factory III in Kashmir is likely to produce about 
3,00,000 watches within the next two or three 
years. The Watch Factory II at B3:lagalore has 
alre9.dy started production of automatic watches 
and is likely to produce 2,00,000 automatic calen-· 
dar type watches per year. 

The Commit.tee, therefore. recommend that in 
order to attract customers and in order to im-

-------- ----------_ .. _----
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prove the image of HMT, repair and service 
facilities should be arranged in all the principal 
cities of India so as to ensure prompt service to 
the customers . 

The Committee find that the selling prices 
for the watches manufactured by HMT were 
originally fixed at Rs. 89, Rs. 94 and Rs. 99 res-
pectively for Janta, Citizen and Sujata types of 
watches. There have been an upward revisior 
in prices on three occasions and the price of eac' 
category of watch is Rs. 23 more than the origin a .. 
price. 

Tile Committee recommend that concerted 
efforts should be made to reduce contain the cost 
of production so that there is no occasion to in-
c:-eas'~ the prices further. 

The Committi!e note that against the ac-
cepted norm of 1.1 for debt-equity ratio tor 
pub!ic undertakings, the debt-equity ratio n 
respect of I1industan Machine TC101s Ltd. exclud-
ing of deferred credits has been 1: 1.47 as on 
31.3.1972. The Bureau of Public Enterprises 
issued a Circular in November, 1970, wherein it 
was provided that t.he entire township cost should 
be met by equity capital and the balance invest-
ment should be apportioned between debt and 
equity in the ratio of 1: 1. The sanction of Gov-
ernment for conversion of loans amounting to 
Rs. 347.00 lakhs (which represented the capital 
expenditure incurred on township) was however 
conveyed on the 29th March, 1972. 

Th" ~"'''''mittee hope that by the time a deci-
slo11 i-; taken ab"lut the fJrpanisational structure 
of tlte comnanv. the imb~lanc~ in ".~ cent-equity 
ratio will also be set right after examining the 
financial implications. 

'1'h.., C/).,.,...,itt"." ~~e qurnris<:!'i to note that 
tl,., rec~-l1s cO"'lhini'l<;! tlte item-wi!le break-up 
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12.25 of the project est.imates in respect of Unit I 
and the break-up of actual expenditure separate-
ly against project cost and new items in respect 
of Unit II were neither available with the 
Management nor with the Government. The ex-
penditure on new items alone aggregate Rs. 290.45 
lakhs during the period 1962-63 to 1970-71. The 
Committee were informed that the bulk of the 
new items relate to Plant and Machinery and 
factory equipment which were required for 
balancing the capacity required for meeting the 
diversified production programme as well as for 
replacemen ts. 

The Committee fail to understand as to how 
an effect:ve control was exercised by the Manage-
ment with reference to the Project Estimates in 
the absence of item-wise break-up of Project 
estimates and the break-up of the actual expendi-
ture being available. The Committee are not 
satisfied with the statement that "It has been 
ensured that the capital expenditure is always 
within the 1pproved budgetary limits L'nly." In 
the absen 'e of relevant records it cannot be 
ascertained as to whether the expenditure in-
curred against each and every item was within 
the limit sanctioned for each umt. The Com-
mittee, therefore. recommend thnt responsibility 
for the missing records should be fixr.d and rteps 
should be taken to trace all the records with'ltlt 
any delay. 

The Committee !lIsa take a very serious note 
of the fact that in spite of excesses on the esti-
mated cost being more than 10 per cent in indivi-
dual cases, t.he management did not obtain the 
approval of Government prior to the incurring of 
such expenditure. The Committee have also 
noted this lapse in the case of project cost in 
respect of Watch Factory I & II at Bangalore. 

The Committee need hardly stress that in-
curring of expenditure in excess of sanctioned 
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estimates without even bringing the excess to 
the notice of the competent authority is irregular 
and the Committee recommend that responsibility 
for the lapses may be fixed. Government should 
also ensure that such lapses do not recur. 

Since the Government have advised the 
Management to correct the situation, the Com-
mittee hope that the Management would now 
get the approval of Government to the revised 
estimates according to the prescribed procedure 
without any delay. The Committee would like 
to be informed within three 'months of the pre-
sentation of the Report about the action taken by 
the ManagementlGovernment in this regard. 

The Committee find that whereas the Com-
to pany incurred a net loss of Rs. 154.53 lakhs dur-

12.4fi ing 1967-68 to 1969-70, it showed a net profit of 
Rs. 53.34 lakhs and Rs. 122.51 lakhs during 1970-
71 and 1971-72 respectiV'ely. The Committee, 
however, note that it is the watch factory that 
has mainly and substantially contributed towards 
profitability and economic viability of HMT. As 
against the total profit of Rs. 9.53 crores made by 
the watch factory, during 1966-67 to 1971-72, the 
machine tool units incurred a net loss of Rs. 9.42 
crores during this period. The bulk of the loss 
was contributed by unit IV (Kalamassery) and 
Unit V (Hyderabad) Unit IV incurred a loss of 
Rs. 312.84 lakhs during 1967-68 to 1971-72 and 
Unit V incurred a loss of Rs. 467.52 lakhs during 
1966-67 to 1970-71. Recession in the country 
resulting in low order position, increase in the 
expenses on salaries, wages and other expenses 
particularly the interest liability from year to 
year and the expenditure incurred on exc(>ss staft' 
resulting in hi/lh cost of production. dist.urbed 
industrial relations resulting in strikes and lock-
out have been cited as the reasons for the losses 
in the machine tool units. 
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As explaincl in the preceding Chapters of 
the report, the Committee need hardly point out 
that there has been lack of proper planning right 
from the beginning in not having made a clear 
and realistic assessment of the demand for the 
various types of machine tools in the Country, 
not fixing the capacities of the units on a 
scientific basis taking into account the relevant 
factors affecting production, not improving the 
productivity and labour efficiency resulting in 
high cost of production, in not hiRing a lJroa-:l 

. blue print for diversification etc. 

The Committee have at the relevant places 
made suitable recommendations in order to in-
crease the productivity a~d production per-
formance of HMT. They hope that the recom-
mendations will be considered and implemented 
by the Government I Management in the best in-
terest of HMT. 

The Committee also hope that with the re-
medial measures already introduced by the 
Management, it should be possible to improve 
profit3bility of HMT and maintain its dominant 
role as producer of machine tools in the country. 

The Co-:nm:ttee find that the value of book 
d~bt, in""e~ 0,,-1 from Rs. 336.14 lakhs in 1966-67 
to Re;. 610.78 lakhs as at the end of the year 
197]-72. "During the same period sales increased 
from Rs. 1504.65 lakhs to Rs. 2953.51 lakhs. The 
percentaga of debtors to sales worked out to 
22.3 per cent in 1966-67 and 23.4 per cent in 1971-
72 The Committee hav~ been intormed that w2th 
effect from 1967-68, the Company has been dis-
counting the bills with its bankers. The bills so 
discounted and outstanding as on 31st March, 
1972 aggregated Rs. 670.13 lakhs. The figures of 
sundry debtors as on 31st March, 1972 are ex-
clusive of these outstanding bills. But for the 
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discounting o.f these bills, the sundry debtors u 
on 31st March, 1972 should have gone up by 
Rs. 670.13 lakhs and the percentage of debtors to 
total sale as on 31-3-72 would come to 46 per cent 
(approx.) as against 22.3 per cent in 1966-67. 

The Committee note that while the turnover 
is inclusive of the sale of watches which is almost 
made on cash basis, the book debts pertain to 
machine tools. If this fact is taken into account, 
the percentage of book debts to turnover will be 
still higher than the figure of 46 per cent. Owing 
to the increase in the working capital require-
ments partly contributed by the heavy book 
debts and finished stock, the C'ompnny had to 
avail of large cash credit and bill disco.unting 
facilities from the banks. The incidence o.f in-
terest and commission on these facilities amount-
ed to. Rs. 98.36 lakhs in 1971-72 which is quite 
heavy. The Committee recommend that the 
Management should evolve an efi~ctive system 
of follow up of all outstanding debts to ensure 
their qUick realisation and also take concerted 
measures to bring down the inventory of finished 
stock within reasonable limit. 

The Committee also find that in respect of 
bills outstanding for more than one year, the 
major p0t:tion relates to Government Depart-
ments. The Committee recommend that this 
problem should be tackled at the level of the 
Ministry so that the outstandings are cleared 

.without any delay. The Committee also suggest 
tha t the procedure for the clearance o.f bills for 
supplies to Government Departments should be 
reviewed so as to ensure that such delays are 
avoided tn future. 

The Committee regret to note that although 
the units of HMT have been functioning fo.r al-
most 10 years now, there was no effective system 
of internal audit till 1969-70. Th~ Committee find 

---_ .... - -_._ .. -
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that even now, the internal audit organisation 
has not been built up in a full measure. The 
Committee feel that management is still going 
slow in the process. The Committee need hardly 
stress that internal audit being one of the essen-
tial tools of management control, the Company 
should activise the internal audit cells in the 
various units and make use of the reports of in-
ternal audit to set right the deficiencies and plug 
loopholes, if any, in the working of the units. The 
Committee would also reiterate their earlier re-
commendation contained in para No. 206 of their 
Fifteenth Report (J 967-68) Fourth Lok Sabha 
that the functions of the Internal Audit should 
also include a critical review of the system pro-
cedures and operations of the Cnmpany ps a 
whole. 

The Committee understand that Govern-
ment propose to form a holding company with 
each of the units as subsidiaries. It has been 
argued that HMT had grown in size and struc-
ture so vast that it ~ed()d a very highly decen-
tr"'lized organisational set up with various sub-
sidiaries coming under the holding Company. In 
reply to Starred Question No. 33S on 6th Decem-
ber, 1972 it was stated that it was expected that 
the proposed reorganisation of Hindustan 
Machine Tools would optimise efficiency. foster 
initiatiw at the different management levels and 
ensure overall economy by utilising accountabi-
lity. It was also expected that the Holdin~ Com-
pany. in course of time, could be forged. into an 
effective instrument for shaping .... .,0 implement-
ing Government's policy in regard to the deve-
lopment of the machine tools industry. 

The Committee have been informed.. that Ii 

final decision in regard to the formation of a 
holding company is yet to be taken. The C'hm-
mittee would suggest that all the implications of 
the holding company should he gOTle into care-
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13.22 
to 

13.24 

34S 

3 

fully before taking a final decision in the matter. 
The Committee urge that while taking a decision 
it should be ensured that the accountability of 
the company to the Public and Parliament is not 
in any way reduced. 

The Committee find that the multiplicity of 
trade unions particularly in Units I & II at 

Bangalore and Unit IV at Kalamessary has ted to 
inter union rivalries adversely affecting indus-
trial relations and thereby production per-
formance. Lock out had to be declared twice in 
Units I & II during 1972-73 resulting in loss of 
Rs. 3.5 crores. The Cemmittee have been in-
formed that due to the existence of multi unions 
and inter-union rivalry the industrial relations 
continue to be difficult in Unit IV. There was 
labour troubles in this unit during March-April, 
1972 resulting in a strike which lasted for 16 
days. The Committee recommend that in the 
best interests of the CCDIlllpany so that the pro-
duction in the company may not suffer, an early 
settlement of the disputes should be arrived at 
and better labour management relations 
established. 

The Committee have dealt at length with the 
problem·of labour management relations in their 
17th Report on 'Personnel Policies and Labour 
Management Relations in Punlic lTndertakings' 
(Fifth Lok Sahha) and would Ijk(~ to rlliternte 
that the company should spare no efforts to give 
the workers in the uRdertaking a sense of parti-
c~ation and involvement in the challenging task 
of greater production for the good of the coun-
try. 

The Committee understand th:lt ;i :lew code of 
conduct or a new pattern of relations for public 
sector is under the active consideration of Gov-
ernment. They hope that all the aspects .affect-



1 2 3 

ing labour relations such as recognition of unions; 
amenities to workers and incentive schemes etc. 
will be thoroughly examined by the Government 
in order to find a lasting solution to the problem 
of labour management relatlons. 

GMGIPND-L$-II-504 (D) LS-25-8-7-3-1425. 
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