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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having been 
authorised by the Committee to submit the Report on their behalf, 
present this Ninetieth Report on Action Taken by Government on 
the recommendations contained in the Sixty-ninth RepO!"t of the 
Committee on Public Undertakings (Fifth Lok Sabha) on C~ement 
Corporation of India Ltd. 

2. The Sixty-ninth Report of the Committee .on Public Undertak-
ings was presented to Lok Sahha on the 28th July, 1W15. Advance 
cop{es of the replies of Government to all the recommendations con-
tained in the Report were received on 2nd February, 1976, and copies 
of the replies as revised in the light of Audit comments were leceiv-
ed from the Ministry of Industry and Civil Supplies (Department of 
Industrial Development) on 7th April, 1976. 

3. The replies of Government were considered and this Report 
adopted by the Committee at their sitting held on 22nd April, 1976. 
The Chairman was authorised to finalise the RepO!"t and present it 
to Parliament. 

4. The Report has been divided into the following four Chapters:-

(i) Report 

(ii) Recommendations that have been accepted by Government. 

(iii) Recommendations which the Committee do llot desire to 
pursue in view of Government's replies. 

(tv) Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee. 

5. An analysis of the Action Taken by Government on the recom-
mendations contained in the Repot"t of the Committee is given tn 
Appendix IV. It will be observed therefrom that out of the total 
number of recommendations made in the Report, 73.8 per (ent have 

(vii) 



(viii) 

been accepted by the Government. The Committee do not desire to 
pursue 23.8 per cent of the recommendations in view of the Govern-
ment's replies and replies of Govetmnent in respect of 2.4 per' cent 
of the recommendations have not been accepted by the Committee. 

NEW DI:Lm; 
April 26, 1976. 
VtNClkh4 6, 1898 (Sak4) 

NAW AL KISHORE SHARMA, 
Chairman, 

Committee on Pu.blic Undertakings. 



CHAPTER I 

REPORT 

This Report of the Committee deals with the action taken by 
Government on the recommendations contained in the Sixty-ninth 
Report (Fifth Lok Sabha) on Cement Corporation of India Ltd., 
which was presented to Lok Sabha on the 28th July, 1975. 

1.2: Action Taken Notes have been received from the GoveI'nment 
in respect of all the 126 recommendations contained in the Hid 
Report. 

1.3. The Action Taken Notes on the recommendations of the 
Committee have been categorised as follows:-

!: 

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

Serial Nos.: 1, 2, 3, 4, 5, 6, 7, 12, 13, 14, 19, 21, 22, 24, 25, 27, 
29, 31, 32, 33, 34, 35, 37, 38, 39, 41, 45, 46, 47, 50, 51, 
53, 54, 55. 56, 58, 59, 61, 62, 63, 64, 65, 67, 68, 89, 70, 71, 
72, 73, 74. 75, 76, 77, 78, 79, 00, 81, 85, 86, 87, 88, 89, 
90, 91, 92, 93, 95, 96, 98, 100, 101, 102, 103, 1~ 106, 
108, 109, 110, 111, 112, 113, 114, 115, 116, 118, 119, 
120, 121, 122, 123, 124, 125, and 126. 

eii) Recommendations/Observations which the Committee do 
not desire to pursue in view of the Government's replies:-

Serial Nos.: a, 9, 10, 11, 15,16, 17, 18,~ 23, 26, 28, 30, 40, 
42, 43, 44, 48. 49, 52, 57, 50, 66, a. 83, 84, 94, 97, 107, 
and 117. 

(111) Recommendations/Observations ~epliel to which have not 
been accepted by the Committee and which require re-
iteration: 

Serial Nos.: 36, 99 and 105. 

1." The Committee will now deal with the action taken by Gov· 
erIlIIWl1t on lOme of their recommendations. 
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A. Objectives/Obligations 

Recommendation (Serial No.1, Paragraph 1.87) 

1.5. The Committee regretted to note that even though the Bureau 
of Public Enterprises had asked all the Public Undertakings as tar 
back as November, 1970 to formulate a statement of theIr objectives/ 
obligations clearly and communicate the same to the Government, 
the Cement Corporation of India Ltd. had not so far formulated its 
statement of objectives/obligations. The Committee recommended 
that the Corporation/Ministry should finalise the 3tatement of obj~
tives/obligations of Cement Corporation of India without any fur-
ther delay and place it before Parliament. 

1.6. In their reply (April, 1976) Government have stated that a 
draft statement of objectives/obligations of the Cement Corporation 
of India Ltd. had been drawn up in consultation with the Corpora-
tion. It had been sent to the Bureau of Public Enterprises for theft-
comments. The statement was expected to be finalisen soon. 

1.7. The Committee regret to observe that more than five years 
has been taken in finalising the objectives/obligations of the Cement 
Corporation. The Committee woul4 like that the Ministry/Bureau 
of Public Enterprises should finalise the objectives and obligat:ons' 
of Cement Corporation without further d(hy and place them before 
Parliament. 

B. Revival of Limestone Investigation Divisiun 
RecommendatiOns, Serial Nos. 17 and 18 

Recommendation (Serial No. 17, Paragraph 3.Z7) 

1.8. The Committee had desired the Government to examine be-
fore reviving the Lime-stone Investigation Division of the Corpora-
tion whether the role of the already existing organisations (viz. Geo-
logical Survey of India and Mineral Development Corporation) could 
not be suitably enlarged to cover the functions which the proposed 
Lime-stone Investigation Division of the Corporation was expected 
to perform or whether the working of all those organisations (.'ould 
not be integrated in the intere')t of economy, coorrunation and better 
results. While undertaking the proposed examination, Government 
should also \tet"p in view the recommendation of the Est:mates Com-
mittee made 'n paragraph 4.24 of its Sixtieth Report (1973-74). 

1.9. In their reply, Government have stated that "although the 
work of the Limestone Investigatiol" could be done by the Geologi-
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cal Survey of India, Mineral Exploration Corporation with compe-
tent geologists and drilling engineers, it is necessary for the exploit-
ing agencies to demarcate the a-J.'eas for mining lease to work out 
mining programmes, planning of various quality stones Clnd advising 
Mining Engineers on a day to day basis. This is work of a detailed 
and continuing nature. So the Limestone Investigation Division is 
not for doing one time job which ends at the completion of the prov-
ing of the Limestone deposits required to justify setting up Cement 
Factory. 

• • ... • 
Because of the special functions that have to be dischal ged by the 

Limestone Investigation Division, which are not taken care of by the 
Geological Surve¥ of India, in respect of Jl'l'ospecting limestone de-
posits for setting up cement plants, it is necessary to have a separate 
limestone investigation division in the Cement Corporation . 

• • • • 
The Ministry has taken careful note of the observations of the 

Committee and is impressing on the Cement Corporation of India to 
streamline and rationalise work .. -elating to investigarioll and exploi-
tation of limestone deposits and in particular to keep only the. mini-
mum staff required for this purpose and take full advantage of the 
work of other agencies in the field." 

" 
Recommendation (Serial No. 18, Paragraph 3.28) 

1.10. The Committee had noted that in November, una the Mm-
istry approved the proposal of the Corporation far the revival of the 
Lime-stone Investigation Division, The Committee also noted that 
the revival was mainly for carrying out I-Tospecting operations for 
the Corporation both for projects under constructinn ann for new 
~ .. ojects to be taken up in the Sixth and subsequent Plang, particu-
larly in the deficit areas. The Committee .,vetJ. sUrprise,1 that how 
'n the absence of any information about the deln'a:nd in the Sixth Plan 
of about the location of the plants, the Ministry had approved the 
proposal of the Corporation for the revival of the L.I.D, The Com-
mittee suggested that before the Division was actually revived, Gov-
ernment should assess the usefulness of the Division e!lpecially in the 
context of the sites already prospected and utilised. 

1.11. In their reply, Government have stated as follows:-

"ID reapeet of various sites investigated and not impiemented 
the reasons have been given in paras 3.24 to 3.26. (Recom-. 
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mendation S. No. 16). Apart from this the necessity of 
revival of Limestone Investigation Division in a smaller 
measure had been explained in para 3.27 (Recommendation 
S. No. 17) to cater to the needs of the existing plants, 
plants under implementation and the sites to be taken up 
for the Sixth Five Year Plan. 

As per the present indications, the demand for cement for the 
rest of the Fifth Plan period is likely to exceed availabi-
lity of cement in the country; this position is likely to con-
tinue beyond the Fifth Plan period. It is true, that no ac-
curate assessment has been made of the demand for ce-
ment during the VI Plan period. But it can be safely as-
sumed that the demand will increase in the coming years. 
As such it is necessM"Y to create additional capacity. Gov-
ernment also wish to bring up as much of this additional 
capacity as feasible in the public sector. Hence CCI will 
be very significantly involved in this effort. 

~ ~ i3 in this over all context that as one of the major cement 
manufacturing company in the public sector, it has been 
felt that the Corporation has to develop its own investiga-
tion division, capable of ca'lTYing out investigations for 
limestone deposits suitable for setting up cement plants. 
In this connection, our comments on recommendation No. 
17 would also be relevant." 

1.12. The Committee note that because of the special functions 
that have to be dischaqed by the Limestone Investigation Division 
but whieh are not taken care of by the Geological Survey of India, 
it has been considered necessary by the Min;stry to have a separate 
Umestone Investigation Division in the Cement Corporation of India. 
The Committee are surprised to find that even now no accurate as-
sesIIIlent has been made of the demand for cement during the VI 
Plant. Oaly OIl the basis of some assumption that the demand is 
likely to inerease in the years to come, additional ('"apadty is pro-
posed to be ereated and it is proposed to continue the Limestone In-
vestieatioD Division in connection therewith. The Committee stress 
that the UmestoDe Investigation DivisioD sIIould work in dose co-
ordinatioD with the Geolocieal Survey of India, Mineral Exploration 
COl'pOfttiOll and other- agendes-workin& in this Wd ia daB interest 
at eeenOlDY and achievin& better results. 
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C. Quality Control 

Recommendation (Serial No. 25, Paragraph 4.28) 

1.13. The Committee had noted that under the Cement (Quality 
Control), Order, 1962, manufacture and sale of cement not conform-
ing to the prescribed standards was prohibited. The Corporation 
had a Quality Control Organisation to ensure quality control upto 
the point of despatch but it had no organisational set up to check 
the quality of cement at consumers' end. They felt that the Corpo-
ration was responsible not only for manufacturing cement of the 
prescribed standard but also for ensuring that the cement being sold 
by the dealers authorised by it under its trade name conformed to 
those standards. The Corporation should not merely wait for com-
plaints' from consumers but should also conduct surprise checks on 
the quality of cement stocken with the dealers. In this coruiection 
they drew the attention of the Corporation to the recommendation 
made by the Estimates Committee of Lok Sabha in Paragraph 6.32 
of their 60th Report (Fifth Lok Sabha-April, 1974) on availability 
and distribution of Cement and reiterated that suitable measures 
should be taken by the Corporation in respect of the cement manu-
factured by it and. sold by its authorised dealer.> to ensure that 
cement of requisite quality was suppl;ed to the uWmate consumers. 

14. In their reply, Government have stated as follows:-

"The observations of the Committee have been noted. The 
Cement Corporation of India is having a full fledged labo-
ratory at each of its ~unning units and day-to· day testing 
Is being done there to ensure that the cement manufac-
tured is or requisite quality. Whenever required, the 
samples are also sent for examination to the National Test 
House and Cement Research Institute of India. Regular 
samples of cement are being drawn and tested in produc-
tion stage and before packing the same. Any complaint 
regarding quality of cement received by the Corporation, 
is attended to promptly." 

1.15. The Committee note that while c:emcnt manufactured at the 
manufacturing units of the Corporation is being tested from day to 
day to ensure that the cement is of r-e1luisite qU'llity, no measurt'5 
appear to have been taken so far to ensure that tbe c:ement sold by 
its authorised dealers is of tbe requisite standard. They would like 
h reiterate that the Corporation is responsible not only for manu-
faduria~ ~ent of tbe presc:ribed standard, but also for ensurin~ 
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that the cement sold by the dealers authorised by it under its trade 
name, conJorms to those standards. The Corporation should not 
merely wait for complaints from Consumers but should conduct sur-
Prile checks on the quality of cement stocked with the dealers. 

D. Project Estimates (Mandhar Plant) 

Recommendation (S. No. 26, Paragraphs 5.Z4 to 5.27) 

1.16. The Cowmittee had noted that though the State Govern-
ment granted the mining le3Se for 404 acres of land in April, 1967 
which included 332 acres of private land and the lease agreement 
was executed in October, 1967, there was a delay of 16 months in 
the Corporation taking action for acquisition of the private land 
and only 236 acre~ were acquired through negotiations upto Novem-
ber, 1972 for Rs. 4.73 lakhs. Negotiations for the balance were still 
stated to be in progress. The Committee were informed that as the 
proceedings for acquisition were penning with Government till 
1969, the Corporation sought permission for direct negotiation. 

1.17. The Committee saw no reason why the Ccrporation should 
not have felt the sense of urgency and taken up the matter through 
the Ministry with the State Government and why it should have 
waited till November, 1969 to seek the permiSsion. The Committee 
had recommended that this matter should be settled without fur-
ther delay and the Committee informed. 

1.11l. In their reply, the Government have staten that 
"The Cement Corporation of India moved the Collector, Rai-

pur in March, 1968 for giving advance possession of the 
land under the Land Acquisition Act. The Collector, Rai-
pur referred the matter to the Government of Madhya 
Pradesh on 25-6-69. The State Government decided on 
20-7-70 that notification under the Land Acquisition Act 
was not necessary and that the land could be acquired 
within the provisions contained in t.he Mining Lease 

. Deerl. Accordingly, a<; per the provisions in the Minin~ 
Lease Deed. the Collector was approached for giving 
award in cases where the land owners were not inclined 
to part with their land in favour of the Corpocation. 
There were. however. procedural delays in the Collector's 
Court. The Corporation started acquiring land from 
September, 1970 onwards. Till January, 1976, the Cor-
porationhad acquired/obtained sll'rface rights for 382.72 
acres of land out of 599. 58 acres leased to it. The balance 
of 216.86 acres of land is yet to be acquired." 
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1.19. The Committee note that the Corporation started acquiring 
land from September, 1970 onwards and till January, 1976, it had ac-
quired/obtained surface rights for 383 acres of land out of nearly 
600 acres leased to it. The balance of 217 acres of land is yet to be 
acquired. The Committee would 'like that the matter regarding ac-
quisition of the balance of th,e- land should be token up with the 
State Government through the administrative l\lil,istry concerned 
expeditiously and the matter settled without any delay. 

E. Defects in the Mandhar Plant 

Recommendation (S. No. 36, Paras 5.105 to 5.(07) 

1.20. The Committee had noted that although the performance 
guarantee of Kiln of Mandhar Plant gave an output higher than 
that envisaged in the agreement, the operation of the Kiln revealed 
that the dust catching arrangement was inadequate, dust feeding 
system was unsatisfactory the dust loss was 3bnormally high and 
the clinker temperature at the outlet of the cooler was persistently 
high. It was reported that the physico-chemical characteristics of 
the $lurry made from limestone available at Mandhar without any 
argillaceous materials and having no binding material in it were 
prone to breaking due to low strength of nodules, thereby causing 
excessive dust formation. The Committee saw no reason why these 
physico-chemical characteristics of the limestone deposits at Man-
dhar which were also tested by Mis. K.C.P. Ltd. before designing 
the plant, could have been taken care of by the Corporation at the 
time of preparation of D.P.R. and by the suppliers at the time of 
designing the plant. 

1.21. The Managing Director admitted during evidence that .if 
the machinery could have been properly designed that much loss 
would not have been there.· Even though a sum of Rs. 25,000 re-
presenting about "BO per cent of the cost of equipment suvpliedby 
Mis. K.C.P. for dust recovery system had been recovered from the 
plant supplier riue to the faulty performance of equipment, the 
Committee could not but expresc; their unhappiness at the routine 
and casual manner in which the DPR appeared to have been pre-
pa'!"ed and the orders for plant were placed. 

1.~2. The Committee had recommended that Government should 
investigate the whole matter with a view to fixing responsibility 
and draw lessons in the future. 
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1.23. In their reply, Government have stated as under:-

"The Negotiating Committee was entrusted with the job of 
selection of standard equipment suited to varyiItg con-
ditions in anyone of the 3 or 4 sites then under considera-

. tion by the Corporation. It was not possible for the Cor-
poration to indicate the exact site to the negotiating Com-
mittee prior to placement of orders, as the site investiga-
tion were in progress. Initially the two sites under 
consideration were Neemuch and Seram (Kurukunta) 
when the orders were placed. As the Limestone investi-
gation and arrangement for other infrastructure like water 
supply etc., were not finalised for Neemuch project, the 
Government was informed that instead of Neemuch, 
Mandhar would be taken up along with Seram and this 
proposal was approved by the Government. Thus the site 
for the two plants already ordered on KCP & Walchand-
nagar couln be decided only after the orders were placed. 

A copy of the note of the negotiating Committee, which recom-
mended placement of order on Mis. K. c. P. which plant 
was installed at Mandhar, is enclosed (Appendix II) to 
enable the Committee to have a full appreciation of the 
factors that weighed with the Corporation in adopting the 
procedure that it did. The observation!': contained in 
paras 5 & 7 of this note are particularly relevant. In view 
of this reply, it is respectfully submitted that the matter 
may be allowed to ,-est." 

1.24. The Committee note that it was not possible for tile Corpora-
tion to indicate the exact sites to the Negotiating Committee for 
selection of equipment prior to the placement of orders for the plants 
as the site investigations were in progress and the sites for the two 
plants could be decided only after the orders wen placed. 

The Committee are not convinced of the reasons advanced by the 
Ministry ICorporation in this connection. They would, therefore, 
reiterate that Government should investigate the whole matter with 
a view to flxing responsibility and drawing Ifl550lls for the future. 

F. Quarry Operations-(Mandhar Plant) 
Delay in introduction of Mechanical Op..ration 

Reeo1Dmendation (S. No. 41, Para 5.137) 

1.25. The Committee were informed that because of low utilisation 
of the machinerv the cost of raising limestone through nepartmental 
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machinery was almost double the cost of the contractor which had 
got an effect on the cost of prodUction of cement. They were aIsG 
informed that delay in the commencement of the mechanical opera-
tion was due to delay in the acquisItion of the land. In the opinion 
of the Committee, this could have been avoided by proper planning 
and the machinery put to effective use. They desired the Govern-
ment to investigate the reasons for delay in the commencement of 
the mechanical operations and examine why the cost of raising lime-
stone through departmental machinery was almost double the cost of 
doing this work through a contractor ann draw lessons therefrom. 

Recommendation (S. No. 43, Paras 5.150 to 5.151) 

1.26. The Committee had noted that the initial expectation on 
the basis of prospecting work done was that a single face of the 
quarry could be developed to raise the required quality and quantity 
of limestone but as the limestone deposit was erratic in disposition, 
it was found necessary to develop a number of face. The existing 
three dumpers and one shovel were, therefore, considered inadequate 
ann additional eqUipment (one additional shovel and 2 dumbers) 
costing Rs. 10.64 lakhs had been/were being procured to raise the 
entire requirement of 30,000 tonnes of limestone per month. The 
Committee desired the Corporation to review the quantum of addf-
tional equipment being procured and make sure that. only the 
minimum number of additional items were procured so that n~ne 
of them had to be kept idle and the cost of unnecessary items did not 
increase the capital cost of the project. 

Recommendation (Serial No. 44, Para 5.152) 

1.27. The Committee Wei"e distressed to note that the cost of 
raising limestone mechanically was much more than that of manual 
raising. They han desired the Corporation either to reduce the cost 
of mechanical operations within a stipulated period or leave the idea 
of mechanisation and avail of the manual labour for the purpose 
which is easily available. They also desired the Government I 
Corporation to take adequate precautions in future while importing 
such machines in the light of their experience and examine the advis-
ability of importing machines which either could not be utilised 
fully or which were likely to prove costlier than the manual labour 
in actual practice. 

1.28. In their reply, Government have stated as under:-

"The observations of the Committee have been noted carefully. 

470 LS-2. 
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The Corporation applied for an area of about 583 acres under 
mining lease at Mandhar. The Government of Madhya 
Pradesh 'grantec\ in the first instance only 403 acres out of 
583 acres asked for by the Corporation, that too in dis-
connected blocks. The Madhya Pradesh Government did 
not grant the entire area asked for, as certain public 
utilities like village roads, village tanks and irrigation 
canals were passing through the area asked by the Corpora-
tion. The grant of mining lease area in 9 disconnected 
blocks posed problem to the Corporation to plan an inte-
grated mechanised mine. The Corporation was in corres-
pondence with the State Government and the Central 
Government (Ministry of Mines) to have the area granted 
as one compact block for efficient and economic working. 
This was later agreed to and was given effect to by the 
Government of Madhya Pradesh. The case was finally 
settled in 1972 only, although the Government of Madhya 
Pradesh had agreed to do this somewhat earlier. Thus, 
about four years were lost before the Corporation would 
have one compact block of mining lease. Because of this 
reason the Corporation could not properly plan the mecha-
nised mining operations. The Corporation had, therefore, 
to begin work on available pieces of land in dis-connected 
litlocks. 

As stated above, the mechanisen working could not be started 
in September, 1969, because sufficient land was not avail-
able for mechanised mining. The details of land acquired 
for the Mandhar quarry were as follows:-

IS-9-197t:> 

22-9-1970 

26-9-1970 

28-7-1971 

17-8-1971 

17-9-1971 

14/3 to 18-3-72 

2S-4-1972 

Date 

TOTAL 

Land acqUired in acres 

13.31 

1"66 

3·7S 

S·8S 

49·98 

9. 14 

lOS· 84 
18-43 

201·97 
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From the above it will be seen that the land was made avail-
able in September, 1970 and removal of over burden for 
deVelopment work with the mechanised equipment was 
started in December, 19,70 without any loss of time. 

Manual working was started in September, 1969 in small 
isolated patches of Government land which were available 
with 4the Corporation. These patches were too small for 
mechanised working. Even though action for acquisition 
was initiated as early as March, 1968, the corporation was 
able to acquire the first lot of lanel. in September, 1970. 

Normally in a quarry the development work has to be done for 
a period of at least one or two years depending on the 
quarry site conditions before full fledged mechanised 
mining can be carried out there. In the case of Matia-
Lalpur mines, the development of the quarry could not be 
done well in advance owing to the difficulties of land 
acquisition as indicated above. In view of the limited area 
of lanel. available for mining operations the maximum 
quantity of limestone was raised manually- !Lorder to 
feed the factory where the raw mill and th~iln were 
commissioned in early 1970. Since the limestone has to 
be given priority over the development work, advance 
development work could not be carried out to permit full 
use of the mechanised equipment. The limestone of 
Matia-Lalpur mines occurs under a thick overburden of 
3-4 metres and the formation of the deposit is not regular 
to enable Corporation to undertake any planned develop-
mental work. Under the circumstances maximum quan-
tity of limestone was raised manually during the years 
1971 and 1972 both in order to expedite the development 
work for commissioning of the mechanised quarry as well 
as to keep the factory fed with the limestone for produc-
tion purposes. Besides the rail track between the quarry 
and the factory was newly constructed and embankments 
had not got consolidated and it was feared by the Corpora-
tion, that there may not be uninterrupted supply of stone 
from the quarry to the factory by the NG wagon transport. 
As a result large quantities of limestone were stocked in 
the factory area also during this period. During the year 
1971, the shovel and machines from the quarry were shift-
ed to the factory before the mansoon period and a large 
quantity of the manually stocked stone at factory was 
loaded back for crushing. The machines were shifted to 
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quarry only in the last part of the year 1971. Even at this 
stage the quarry was not fully developed in order to uti~ 
lise the equipment for mechanised mining. Ultimately the 
machanised mining was started on a regular way only by 
the middle of 1972. But the quantity of mechanised lime-
stone in proportion to the manual limestone could not be 
steppecl up as the quality. of limestone mined by the mach~ 
ines was low, due to contamination with i~ter-statial clay 
and embedded shales in the limestone. Hence the factory 
was forced to utilise large percentage of manually mined 
stone in order to maintain the quality of the clinker :md 
cement produced in the plant. Since the production from 
the mechanised mine was far less than the capacity of the 
equipment, the cost of mechanised stone has been relati-
vely high. 

The quality of limestone in the Matia-Lalpur quarries is very 
marginal in nature and embedded shales which bring down 
the quality. Besides there is interestatial clay which is 
quite deep seated, thus contaminating the limestone even 

"' Jmpm the second benches where there is no over-burden. 
"4Itherefore, the Corporation had to resort to manual 

mining in part as there was deterioration in quality of the 
stone raised by mechanised mining. 

A consultant has recently been appointed by the Corporation 
to advise them on the best techno-economic combination of 
manual VS. mechanised miming in their present mines and 
raising additional quantities from a new mining lease 
taken by the CorpoTation at Silliari. As soon as the Con-
sultant's report is received, the Corporation expects to 
normalise the working of the limestone quarry at Mand-
har. In case the percentage of mechanised mining cannot 
be increased appreciably, the Corporation will explore the 
possibility of diverting surplus equipment and personnel 
to other projects in hand with the CO!'pOration. 

The entire set of acts relating to this recommendation has been 
set out in c\etail to bring out the constraints which the 
Corporation had to face and overcome in regard to mining 
of limestone in this project." 

1.21. TIae Committee find that the reply of the GoftmmeDt Is 
lacomplete. They reiterate that the GovemmeDt shoal. examine as 
to why the cost of raising limestone through departm.eDtal maehiDery 
Is almost doable the eost of doing this work thrwgh • ~etor ud 
Va .... leSSODs tIlerefrelll. . 



13 

1.30. The Committee have also not been infonned whether, as 
recommended by them in para 5.150 of .their Report, the Ci)rporation 
has since reviewed the quantum of additional equipment proposed 
to be procured. They therefore reiterate that the Corporation should 
review the quantum of additionat equipment being procured and 
make sure .tbat only the minimum number of additional items are 
prOC1ll'ed so that none of them has to be kept idle and the cost of 
unnecessary items does not increase the capital cost of the project. 

1.31. The Committee note that a consultant has recently been 
appointed by the Corporation .to advice them on the best techno-
economic combination of manual Vs. tnechanical mining and as soon 
as the consultant's report is received, the Corporation expects to nor_ 
malise the working of the limestone quarry at Mandhar. They have 
been inf~rmed that in case the percentage of mechanical mining cLn-
not be increased appreciab.ly, the Corporation will explore the pos-
sibility of diverting surplus equipment and personnel to other 
projects on hand with the Corporation. 

The Committee would, however, like to reiterate that Govern-
ment/Corporation should take adequate precaution in future while 
importing such machines for mechanical mining in the light of their 
experience and examine the advisability of importing machines 
which either cannot be utilised fully or which are likely to pr~ve 
costlier than the manual labour in actual practice. 

G. Project Estimates (Mandhar Expansion) 

Recommendation (S. No. 52, Para 6.22 to 6.24) 

1.32. The Committee had noted that in response to the tenders 
for plant and machinery invited in January, 1972 in anticipatioin of 
Government sanction to project estimates, quotations were received 
in May, 1972 from only two out of the six firms on the approved list. 
The offer of MIs. ACC was for B.s. 238 lakhs with bought-out items 
and that of Mis I.S.G.E.C. Ltd. For Rs. 197 lakhs, both the offers 
bein'g valid upto 31st July, 1972. As the Corporation could not finalise 
examination of tenders by this date, the firms were asked to exten~ 
the period of validity upto 30th September, 1972. In view of the sub-
stantial increase in price, the ACC did not agree to extend the vali-
dity of the earlier tender but sent a revised offer in August, 1972 
(Rs. 264 lakhs) which was valiq upto 30th September, 1972. This 
offer was again revised to Rs. 267 lakhs on the 2nd October, 1972. 
Since the I.S.G.E.C. Ltd. had not supplied any cement plant in India 
therefore it was not considerect and the tender of M/s. ACC was also 
not accepted. Fresh tenders were invited in October, 1972 to be sub-
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mitted by February, 1973 and subsequently extended. to April, 1973. 
'The Committee were informed that the Corporation could not finalise 
the tender as they were awaiting the sanction of the revised esti-
mates sent to Government in September, 1972 as the cost of plant 
.and. machinery had doubled. The Committee regretted to observe that 
in view of the delay in the tinalisation of the tenders by the Corpora-
tion, the cost of plant anel machinery had escalated, resulting in in-

'Creased. capital investment on plant and machinery by the Corpora-
tion. 

1.33. The Committee were informed that the fresh tenders invited 
in October, 1972 were tinalised and orders for packing plant were 
placed in November, 1973 and for the slag drawer and cement mill 
in March, 1974. It was stated that the prices quoted in the. tender 
of ACC in May, 1972 were inclusive of bought-out items. Further, 
the capacities of the 2 slag cement grinding mills offered in May, 1972 
were of 19 tonnes per hour whereas the order placed was for a single 
mill of 50 tonnes per hour. 

1.34. The Committee had failed to understand why the require-
ments were not correctly assessed earlier in 1972 and the tenders 
invited at that time for the exact specifications and requirements. 
The Committee were also informed that even the item-wise break-
up of rates given in May, 1972 were not available. The Committee 
were not sure how in the absence of the break-up, the reasonableness 
of the rates was assessed. The Committee desired that that entire 
matter should be thoroughly examined by Government and the Com-
mittee inrormed of the results. 

1.35. In their reply, Government have stated as under:-

"The observations of the Committee have been noted. In this 
connection the following points are submitted respectfully 
for tAe consideration of the Olmmittee:-

(1) The Government approved the project report for the 
Mandhar Expansion at Rs. 211 lakhs in March, 1972. 
This sanction provided for an expenditure of Rs. 151 
lakhs for the 'plant & machinery'. However, when the 
tenders were invited for the supply of plant & machinery 
by the Cement Corpor~tion, the offer of M/s. A.C.C. was 
Rs. 238 lakhs with bought-out items and that of MIs. 
ISGEC Ltd., for Rs. 197 lakhs, against the provision of 
Rs. 151 lakhs made in the sanctioned cost estimates. Be-
cause of the steep increase. in the price of plant and ma-
chinery, about 70 per cent between 1969-72 (as conclu-
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ded by the Study Group on Task Force on cement indus-
try), the Corporation had to prepare the revised cost 
estimates and to obtain the sanction of the Government. 
The revised cost estimates for Rs. 412 lakhs sanctioned 
by Government, pro':'ided for an ex;penditure of Rs. 325 
lakhs for the 'plant & machinery'. 

(ii) The offer received in May, 1972 was inclusive of bought-
out items and the offer received in 1974 were exclusive 
of bought-out items. These two offers were not directly 
comparable and there was phenominal increase in ma-
chinery price during the intervening period. 

(iii) For the Mandhar, Kurkunta and Kokajan projects of the 
Corporation plant and machinery were ordered from 
one main machinery supplier each who undertook the 
responsibility of supplying the items which are not 
manufactured by them (bought-out) also. Such package 
deals and turns key jobs are not in vogue abroad. In 
view of the complex problems and local conditions pre-
vailing in this country cement plants ha.ve been in the 
past generally set up under package deal and on turn 
key basis. The machinery manufacturers include their 
own margin on bought-out items, resulting in a net 
higher cost. This was known to the Corporation based 
on its own experience in the earlier plants. The Boka-
jan plant was ordered on Mis. A.C.C. including bought-
out items. The Corporation had to pay hanliling charges 
to A.C.C. on machinery ordered by A. C. C. on other 
suppliers like Bharat Heavy Electricals Limited, a 
public sector undertaking in addition to the price paid 
by A. C. C . to such suppliers. Because of this back-
ground the Corporation took a policy decision to exclude 
bought-out items from the tender of !nain machinery 
manufacturers even though this would result in extra 
work to the Corporation, but with a view to reducing 
costs. Accordingly even though the offer received in 
May, 1972 was inclusive of bought-out items, the offer 
received and accepted in 1974 was without bought-out 
items. Apart from the price difference between bought-
outs through the machinery suppliers and the direct pur. 
chase, it is also not felt generally advisable to rely on 
one single contractor for the supply and installation of 
different units and execution of the project. 

In an offer for a cement project approx 45 per cent of the 
items fall in the category of bought-out items and the 
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rest are manufactured by the main plant supplier. Broad-
ly classifted these are:-

1. Belt conveyer 
2. Compressors 
3. Packing Machines 
4. Electrical motors both HT and LT 
5. Gear Boxes 
6. Transformers 
7. Switch Gears 
8. Cables 
9. Startors 

10. Refracrory bricks 
11. Grinding Media 
12. Lining plates 
13. Diaphragms 
14. Piping 
15. Chutes 
16. Ductings 
17. Other types of castings 
18. Fans 
19. Instruments 
20. Bucket elevarors. 

.- ;. , 

If these items are arranged. by the Corporation through con-
sultancy services. it is felt that there will be appreciable 
savings. The consultants not only help the Corporation 
in the purchase of bought-out items but also inspect the 
machinery at suppliers work and at sites and give per-

formance guarantee of the plant as a whole fol" a sus-
tained period of 7 days. The constVtants ('o-ordinate the 
adivities of the various contractu.rs entrusted with the 
jobs of different units of the project. Taking into consi-
deration all these things, the Cement Corporation de-
cided to engage a consultant for Mandhar Expansion 
and for Rajban. Subsequently, the Corporation has 
adhered to this policy of making its own arrangements 
for boughtout items ~gh a consultant. 

(iv) Regarding the observations of the Committee, about 
placing orders for 50 tonnes per hour grinding mlll, it 
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may be mentioned that tbepresent tendency is for ins-
talling higher capacity single units as the economy of 
size is related ~ the scale of operation, in place of a 
battery of units of smaller sized which was the practiC'e 
earlier. As per the' prevailing practice, prior to 1972~ 
.2x19 tonnes per hour slag cement grinding plant was 
considered. Later when 1200 tonnes per day kiln has 
came to be installed, the capapcity of the cement mill 
has also been upwardly revised. Accordingly a single 
unit of 50 tonnes per hour was ordered which was due to 
technological advancement in the Indian Cement indus-
try during the period." 

L36. From the reply of the Ministry, the Committee have not 
been able to find as to how in the absence of the kreak-up in respec.t 
of the prices quoted for various items in the tenders received in May, 
1972, .the reasonableness of the rates was assessed. They feel that 
the period of seven days for testing the performance of the plant 
was not adequate. The Committee reiterate that the entire matter 
should be thoroughly examined by Government and Parliament in-
formed of tbe results. 

Recommendation (S. No. 55, Paras 6.40 to 6.41) 

1.37. The Committee had found that on the plea of want of sanc-
tion to revised project estimate as a whole, the cases where even the 

original project provision was not exceeded, had not been considered. 
The Committee had felt that the Corporation should be clear about 
its requirements before they acted, so that the labour might not 
become infructuous. The Committee also found that because of the 
delays in construction for one reason or other, there had been an 
upwarc\ revision of the capital cost of the project which had 
ultimately brought down the estimated return on capital from 14 
per cent to 7.8 per cent. The Committee had recommended that 
planned, concerted and co-ordinated measures should be taken to 
ensure that such delays were avoided. 

1.38. The Committee had also felt that as such situations were not 
uncommnn in other public undertakings, Government should consi-
der issuing suitable guidelines to all public unnertakings to avoid 
such delays as they had the effect of pushing up the capital cost and 
affectine thp PT'nfitlibility of the project. 

1.39. In their reply Goveminent have stated that the recommen-
dation of the Committee had been brought to the notice of the 
Bureau of Public Enterprises for necessary action. 
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1.41. The Committee note that their reeGIIlIDeIldation has been 
lwouPt to the notice of Bureau of Public Enterprises for necessary 
aetioo. The Committee would like to reiterate that the Government 
should consider issuing suitable guideliaesto all public undertakings 
to avoid delays in cOBStruction as such delays have the effeet of 
pushing up the capital cost and atfeetiDg the profitability of the 
project. 

H. ApPointment of consultants for Mandhar Expansion and 
Paonta Projects 

Recommendation (S. No. 56, Para 6.66) 

141. The Committee had noted that the Corporation had 
appointed MIs. Holtec Private Limited as consultants for its Paonta 
and Mandhar Expansion projects on a fee of Rs. 25 Lakhs (Rs. 16.4 
lakhs for Paonta and Rs. 8.6 lakhs for Mandhar Expansion). The! 
Committee were informed that no firm of consultants other than 
Mj s. Holtec was considered for this appointment as no other firm was 
known to the Corporation in this field and therefore no offers were 
invited for the purpose. The Committee did l1Qt appreciate the 
procedure followed by the Corporation in selecting the consultancy 
firm. They did not think it was prudent to select consultants on the 
basis of personal knowledge of the Management or of some indivi-
dual officers and wMhout inviting open offers. This procedure also 
did not enabe the Corporation either to select the most competent of 
the parties available in the field or to assess whether fee demanded 
by the favoured firm was reasonable or not. The Committee had 
felt that the Corporation should have made an independent assess-
ment of the reasonableness of the cost with reference to its own esti-
mates and not depended only on the offer of another firm. The Com-
mittee had desired the Government to issue suitable guidelines to all 
undertakings in this regard. 

1.42. In their reply, Government have stated that the recommen-
cU.tion of the Committee had been brought to the notice of the 
Bl'reau of Public Enterprises for necessary action. 

1.43. The Committee note that their recommendation has been 
brought to the notice of the Bureau of Public Enterprises for neces-
sary action. The Committee reiterate that it is not prudent to select 
eonsultants on tbe basis of personal knowledge of the Management 
or of some individual officers and without inviting open ofters as 
such procedure does not enable the Corporation either to select the 
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most competeDt of the parties available in tile field or to assess whe-
ther fee demaaded by the favoured firm is reasonable or not. They 
would like the Govel'DlDeDt to issue suitable guidelines to all the 
public undertakings in this regard. 

I. Project estimates (Kurkunta Plant) 

Recommendations S. Nos. 63 & 65, 

Recommendation (S. No. 63, Para 1.18) 

1.44. The Committee had noted that it was within the knowledge 
.of the Ministry that the expenditure on Kurkunta Project had 
exceeded the aproved estimates by the permissible limit of 10 per 
cent. The Committee were constrained to observe that in spite of 
the excess, the Government had not brought to the notice of Parlia-
ment the effect of the excess on the cost of production and on the 
-economics of the Project. The Committee expected Government to 
bring these to the notice of the Parliament without any further delay. 

1.45. In their reply, Government have stated that the Cement 
Corporation of India has submitted on 31-1-1976, the final revised 
cost estimates (Rs. 689.62Iakhs) for the Kurkunta Project. These are 
being examined." 

Recommendation (S. No. 65, Para 7.28) 

1.46. The Committee had desired that the reasons for the excess 
of expenditure on civil works should be examined critically to see 
how far the excess was justified and its effect on the cost of production 
and economics of the project should also be brought to the notice of 
Parliament. 

1.47. In their reply, Government have stated as under:-

"The observations of the Committee have been noted carefully. 
As recommendecl. by the Committee, the reasons for the 
excess expenditure under 'Civil Works' at the Kurkunta 
project were analysed by the Cement Corporation . 

• • • • 
The main reasons for the increase in the cost of excavation was 

meeting of soft rock at a shallow depth and requirement of 
foundation sizes as per actual designs. The increase in 
cost due to use of slip form of shuttering was as per the 
decision of the management to use this form in place of 
ordinary form of work. The increase in other items was 
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,mainly due to the' actual design requirementS vis,;.a-vis" 
the' provisions made in the estimate, which were made 
before getting the load data and working out the actual 
design of civil works." ' 

1.48. The Committee note that the Corporation has submitted in 
January, 1916 the final revised cost estimates (Rs. 689.62 lakhs) for 
the Kurbnta Project which are being examined by the Ministry. 
They find that the revised cost estimates have gone liP considerably 
high. The Committee reiterate that the cost estiinate.~ may be ex-
amined expeditiously and the eftect of the excess expenditure on the 
east of production and on the economics of ,the project~ should be 
evaluated aDd reported to Parliament. 

J. Project Estimates (Kurkunta Plant) 

Recommendation (S. No. 64, Para 7.27) 

1.49. The Committee had noted that as against a provlSlon of 
Rs. 16.50 lakhs in the original sanction towards erection cost the' 
actual expenditure upto 31st March, 1973 amounted to Rs. 55.58 lakhs 
of which Rs. 16.40 lakhs was the expenditure on erection work got 
done on contract basis though o.r'iginally it was proposed to be done 
departmentally and erection knowhow and Rs. 39.18 lakhs was spent 
on maintenance of establishment during construction. The Com-
mitee had also noted that the DPR included a consolidated provision 
of Rs. 16.50 lakhs under erectiQIl cost and Government had also 
given their sanction accordingly. The revised estimates of Febru-
ary, 1971, however, provided Rs. 16.50 lakhs for erection cost and a 
sum of Rs. 22.86 lakhs for establishment expenditure during cons-
truction. The Committee were not happy that even after the deci-
sion to get the work done tbrQugh contractor, the establishment ex-
penditure during co~truction had increased abnormally. They 
desired that Government to critically analyse the reasons for the 
excess over the provision made in the oriiinally sanctioned estimates 
to see how far it was justified. 

1.50. In their reply, Government have stated as follows:-

"The DPR was submitted in 1967. The rates adopted in the 
DPR were the prevailing rates for the time being in the 
region. The erection contract was awarded subsequently 
in 19'11 during which period there was price rise. The 
establishment expenditure during construction was on the 
high side in respect of Kurkunta project because the cons-
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truction period extended beyond the originally visualised 
period. The observatiQIlS of the Committee have been 
carefully noted for gu'.i.dance in dealing further with this 
and similar cases." / 

1.51. The Committee find that their recommendation has been 
merely "noted for guidance". They would like to reiterate their re-
commendation and urge that Government should critically analyse 
the reasons for the excess over the provision made in the originally 
sanctioned estimates to see how far it is justified and inform Parlia-
ment accordingly. 

K. Project estimates (Bokajan Project) 

Recommendation (S. No. 80, Para 8.U) 

1.52. The Committee had regretted to note that the Government 
took more than a year to accord its apprQval to the Feasibility Re-
port (for setting up a 600 tonnes per day Plant at Bokajan) sub-
mitted by the Corporation and they took more than 18 months to 
approve: the DPR. They had felt that the time taken by the Gov-
ernment in either case was too long especially in view of the keen-
ness of Planning Comm'ission and the State Government to have 
another plant in upper Assam, in the deficit area. 

1.53. The Committee had desired the Government to look into 
the whole system of according approval to feasibility report/DPR 
which was delayed in this case and which. had also been delayed in 
many other cases that had come to Committee's notice and take 
remedial measures to ensure that such delays were avoided in the 
interest of the expeditious execution of the projects. 

1.54. In their reply, Government have stated that the Public In-
vestment Board has been constituted precisely to avoid the delays 
of the nature noticed in the Bokajan case and also to consider in 
·depth viable alternatives at an early stage of the project history. 

L55. The Committee note that Government have constituted Pub-
lic Investment Board precisely to avoid delays of the nature noticed 
in the Bokajan ease and also to consider in depth viable alternatives 
at an early stage of the project history. They have. however, not 
been informed of the improvement made in this regard after the 
formation of the Public Investment Board. The Committee would 
reiterate their earlier recommendation that the GoverDQlent should 
look into the whole system of according approval to feasibility re-
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port/DPR which was delayed in this ease and which has also been 
delayed in many other eases that have come to Committee's notice-
and take remedial measures to eDSlU'e that such delays are avoided 
In the interest of the expeditious and economical execution of the 
project. 

L. Marketing Arrangements 

Recommendation (s. No. 99, Para 10.45) 

1.56. The Comm~ttee had found that the selling and distribution 
expenses per tonne incurred by the Corporation in respect of 
Mandhar Plan inclusive of the selling agency commission, had in-
creased from Rs. 2.64 in 1970-71 to Rs. 4.35 in 1972-73 and came 
down to Rs. 3.58 in 1973-74. The Committee were not able to under-
stand the phenomenon of th~ selling and distribution expenses being 
highest in 1972-73 when the production in Mandhar Plant was the 
highest (90 per cent of the capacity) achieved so far. They desired 
the Corporation to analyse the reasons for this sharp increase in the 
selling and distribution ~¥penses in 1972-73. They had also recom-
mended that the Corporation should work out norms in this respect, 
after studying, l.if possible, the pattern adopted in private sector, and 
ensure that expenses on selling and distribution were kept to the 
minimum. 

1.57. In their reply, Government have stated as follows:-

"The Tariff CommissiQll report based on the stud)" of the· 
figures of 23 factories for selling and distribution expens-
es during different years (i.e., December, 1970, December, 
1971 and December, 1972) reveals that the per tonne sell-
ling cost varied from 70 paise to Rs. 6.44. While in the· 
case of one factory, it was Rs. 6.44 per metric tonne, ItD.d 
in the case of another company it was Re. 0.70 per M.T., 
for 11 factories it ranged between Rs. 3.01 and Rs. 3.63. 
The selling cost in respect of the factories of the CorpNa-
tion compares with the avera~e cost prevalent in the· 
other units. The system of regional distributorship, in 
which a selling agency commission of Rs. 1.25 per tonne 
was abolished in 1973-74." 
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1.58. The Committee are not convinced of the reply given by 
Government. They reiterate that the Corporation should analyse 
the ftasons for the sharp increase in the selling and distribution ex-
penses in 197%-73. The Committee also reiterate that the Corpora-
tion should work out norms in this respect, after studying, if possible, 
the pattem adopted in private sector, and ensure that expenses in 
selling and distribution are kept to the minimum. 

M. Complaints regarding under-weight cement bags 

Recommendation (S. No. 100, Paras 10.48 to 10.50) 

1.59. The Committee had noted that reports of under-weight 
cement bags and unsatisfactory quality of cement have (·ccas'ionally 
been brought to the notice of Government. They had learnt that the 
Cement Research Institute had prepared experimental bags to pre-
vent loss of cement from the bags due to seepage and possible ad-
mission of moisture from the atmosphere leading to deterioration 
in the quality of cement and national loss of this basic and much 
needed construction material. 

1.60. The Committee had regretted that even though this wa~ an 
age old problem, the cement manufacturers had not done anything 
concrete so far to devise a foolproof method of packing cement. The 
fate of experimental bags made by the Cement Research Insti-
tute was also not known. TQe Committee had urged that the Gov-
ernment should give a thought to this question seriously and exa-
mine how far the experimental bags made by the Cement Research 
Institute would be advantageous. Government, might also consider 
the feasibility of using bags lined with polythene for packing cement 
as was being done iII the case of fertilizers and also lay down speci-
fications for improved quality of bags for packing cement. The 
Committee had felt that use oJ. such bags should be made obligatory 
on the cement manufacturers so that the consumers got their 
money's worth and there was no wastage of a scalce and precious 
commodity like cement of which there was already serious shortage 
in the country. Pending this, the Government might consider the 
feasibility oJ. introducing retail sale of cement and fixing its price 
by weight, and not by bags as at present, to save the consumers of 
the loss which they had to suffer on this account. 

1.61. The Committee strongly emphasised the urgeJ1t need for 
concrete steps to prevent the seepage oJ. cement from the gunny 
bags and the possibility of unscrupulous dealers adding foreign 
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matter in cement by tampering with the bags used at present, if the 
interests of consumers, who found themselves completely at the 
mercy of such dealers, were to be safeguarded. 

1.62. In their reply, Government have stated as under:-

"The observations of the Committee have been carefully 
n~ted. The Packaged Commodities (Regulation) Order, 
1975, issued under the Defence and Internal Security India 
Rules, 1971, 't'hich came into effect from 2nd October. 
1975, proHibits the packing and sale of cement, which is 
not of the prescribed wei.ght subject to the tolerance 
limits indicated in the said Order. It is anticipated that 
this will act as deterrent to anti-social elements. The 
question of finding a suitable substitute for packing 
cement to the conventional system of packing in jute bags 
with a view; tQ avoid seepage is engaging the attention of 
the Government. The Sixth Meeting of the Panel on 
Cement Industry recommended that the Bitumen-bonded 
double hessian bags developed' by he Cement Research 
Institute may be used as a substitute for the conventional 
jute bags, as there is no seepage of cement in these bags 
except that a sman amount of cement struck inside the 
bag. The cost of these bags is slightly higher than the 
conventional jute bags. The question of using the bitu-
man bonded double hessain bags for packing cement and 
their economics are being examined by this Ministry in 
consultation with the Cement Manufacturers Association 
and the Cement Research Institute." 

1.63. The Committee note that the questiOll of using Bituman-
bonded double hessian bag developed by the Cement Rese~h Insti-
tute as a substitute for the coaventionai jute bags for packing cement 
and their economies are being examined by tile Ministry in eonsuI-
tatiOll with the Cement Manufacturers' Association and the CemeD.t 
Besearc:h Institute. The Committee regret to note that such a simple 
matter has taken considerably loDg time. They reiterate that this 
matter should at least DOW be fiDalised and the improved hags intro-
duced witbout further delay and their use made obligatory on the 
cement manufacturers as already J"e«'GlDmended. The Committee 
also reiterate that pending introduction of new bags, Government 
may consider the feasibility of introducing retail sale of cement and 
fixing its priee by weight, inst_d of by hags as at pnseat and save 
tt. eoasamers from the loss wIaida tMy have to sutler on this ae-.... 
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N. Material Management (Inventory Holdings) 

Recommendation (S. No. 101, Para J 1.16) 

1.'64. The Committee haei regrett~d to observe that the Corpora-
tion had not appreciated the importance of the proper inventory 
control and in spite of the suggestion made by the Bureau of Public 
Enterprises as far back as October, 19'12 it had not fixed norms for 
all the items oJ inventory nor had it brought down the levels of 
various items of stores, spares etc., it had not also segregated the in-
surance items either. The Committee had recommended that the 
Corporation should not lose any more time to segregate the insur-
ance items, fix norms of each item of inventory and ensure that the 
stock holdings were within these norms to avoid unnecessary block-
ing of capital. The Committee had also recommended that the Cor-
poration should not rest satisfied with merely issuing instructions 
on the basis of Bureau of Public Enterprises circulars but also ensure 
that the 'instructions were .properly implemented. The Corporation 
should review the stock items to, identify non-moving obsolete or 
surplus stores and take action for their disposal by transfer to other 
projects or Public Undertakings. 

1.65. In their reply, Government have stated as under:-

"'Action is being taken by the Corpora~ion as recommended by 
the Committee. Mis. Engineers India Ltd., have been ap~ 
pointed as 'Materials and Maintenance Management Con-
sultants' for Kurkunta factory on 17-11-1975 for canying 
out studies on all aspects of Material Management. A 
·team from Mis. Engineers India Ltd., has already visited 
Kurkunta factory and has collected most of the data. 
They are expected to submit the draft report by May, 
1976." 

1.66. The Committee note that Mis. Eqineers India Ltd. have 
been appointed as 'Materials and Maintenance Management Consul-
tants' for Knrkunta factory in November, 1975 for carrying out 
~udies on aU aspects of Material Management. A team from MIs. 
Engineers India Ltd. bas. already visited Knrkunta factory and has 
eolleded J11fKt of the data and is expected to submit its draft report 
by May, 1976. The Committee hope that the Corporation would lose 
no time after the reeeipt of the report of the Consultants to stream-
line the system of inventory control so as to avoid uneeessary block-
ing of capital 
470 L.S.-3. 
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o. COstinc system and cost of production 

Consumption of ra wmaterials vis-a-vis Norms. 

Recommendation (s. No. 105, Para 12.19) 

1.67. The Committee had learnt that coal and gypsum were not 
physically weighed on their receipt in the factories fnr want of 
weigh bridge, the installation o.f which was not considered economi-
cal by the Corporation. They had desired the Corporation to exa-
mine the present system of their transportation in consultation with 
the Railways and devise measures to obviate the likelihood of pilfer-
ages and losses in transit. They had felt that there was a snag in the 
present arrangement for computing the quantities of coal and gyp-
sum on the basis of volumetric measurements in as much the pilfer-
ages and losses in trans'tt could not be known exactly in the absence 
()f a weigh-bridge. The Committee had desired the Corporation to 
consider the eCQllomics of installation of exact measurement vis-a-
vis the benefits that may accrue to the Corporation from exact· 
weighment and adopt a suitable system which could enable it to 
check the R/R weight of coal and gypsum with their exact weight 
on receipt thereof at destination. 

1.68. In their reply, Government have stated that-
"installation of weigh-bridge to check the exact weight on 

receipt is not considered as an economical proposal by the 
Corporation as the railways are not prepared to entertain 
claims for shortages ~n transit." 

1.69. The Committee are not satisfied with the reply given by the 
Ministry. They would like to reiterate that the Corporation shoUld 
examine .the present system of transportation ill consultation with 
the Railways and devise measures to obviate the likelihood of pil-
ferages and losses in transit. The Committee would also like tAe 
Corporation to consider the economics Of installation of end mea-
surement vis-a-vis the benefits that may accrue to the Corporation 
from exad weighment and adopt a suitable systenl which would 
enable it to check the BIB weight of coal and gypsum with their 
exact weight on receipt thereof at destination. 

P. Pricing PoHcy 

Rec .... ., .. endatioD (S. No. Ill, Paras lU'l to Iz..38) 

1.70. The Committee had noted that the cost of production at 
Kurkunta unit was much higher (Rs. 171.53 in 1972-73 and Rs. 153.57 
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per tonne in 1973-74) than the Mandhar plant mainly due to lower 
volume of· production, resulting in higher incidence of depreciation, 
overheads, etc. per tonne. The Co.mmittee were unhappy to learn 
that even at 85 per cent capacity utilisation in Kurkunta, the cost of 
production was expected to be more than that taken into considera-
tion by the Government because of higher capital outlay. They had 
desired the GoventmentjCorporation to study the working of the 
Kurkunta factory in depth and take concerted measures to bring 
about reduction in the cost. 

1.71. In their reply, Government have stated that the recommen-
dations 6f the Committee had been ooted. 

1.72. The Committee note that the Ministry have rucr .. Jy "noted" 
the recommendation made by the Committee and have not indicated 
as to what action has been taken in the matter. The Committee 
reiterate that the Government/Corporation should study the working 
of the Kurkunta factory in depth and take conceded measures to 
bring about reduction in the cost of product:on. 

Q. Man Power AoalYsis Productivity 

Recommendation (S. No. 125, Para 14.35) 

1.73. The Committee had noted that it had not been possible for 
the corporation to make a comparative study of the productivity 
(man-hour/tonne) and cost of salaries and wages per b.Jnne etc. in 
Mandhar Plant and other cement factories due to non-availability of 
relevent data in respect of factories in private sector. The Commit-
tee had desired the Corporation to work out the norms of pro-
ductivity in respect of each of its plants in operation and appraise 
the performance of each plant with reference to the norms from year 
to year. 

1.74. In their reply Government have stated that necessary action 
w.~s being taken on this recommendation of the Committee. 

1.75. The Committee are informed that necessary action is being 
taken to fix the norms of productivity and to appraise the perfor-
mance of each plant with reference to the BOnDS. The Commtttee 
desire that the Corporation should finalise action in this regard ex-
peditioasly so that the performance of each plant may be evaIuaW 
with referenCe CIt the DonDS frOID year to year. 



28 

R. Defects in the Plant and Machinery in the Mandhar Plant 

(Recommendations S. Nos. 33, 34! and 38) 

(Becommen.ation S. No. 33, Paras 5.71 to 5.73) 

1.76. T.he Committee had failed to understand as to why the Cor-
poration had not: insisted on a guaranteed perrormance of integrated 
working of the plant (Mandhar) with all its operations for the usual 
period of 24 hours according to the agreement. The Committee were 
distressed to note that no action was taken against the civil engineer-
ing contrac~;)rs and supplier of plant and machinery Who were res-
ponsible fOr the defective positioning of feeder and hopper which 
had resulted in employment of extra labour with a recurring ex-
penditure of Rs. 15,000 per year. The Committee had recommend-
ed that this matter should be investigated with a view to fixing res-
ponsibility and the Committee !t:lformed of the results. 

1.77. The Committee had note,d that the guaranteed output of 50 . 
tonnes per hour of the Raw Grinding Mill on dry basis was obtain-
ed at the time of guarantee test by working the mill below 80 per 
cent of the full load and even at this low load the flexible coupling 
towards Mill end and the pinion and girth gear of the Mill were seen 
wearing out fast, possibly because of wr.:mg specifications and defec-
tive materials used by the suppliers. As the period of six months 
from the date of commissioning during which free replacement of 
the equipment could be obtained had passed, the suppliers refused 
to own any responsibility for these defects. The Mill was not run-
ning to the guaranteed output and many of the components had worn 
out in cour,e of operations and the}'.. had to be replaced The Com-
mittee could not understand why the guarantee test was done by 
working below 80 per cent of the ~ll load and not with full load. 
The Committee were not sure whether the guaranteed perrormance 
was established after 24 hours of working as stipulated in the 
agreement. They desired the Government to examine the matter 
and determine whether the initial laps of not conducting the guaran-
tee test with full load had not resulted in the wrong specifications 
and defective material remaining undetected within the guarantee 
period causing recurring loss to the undertaking, and if so, who was 
responsible ror the lapse. 

1. 78. The Committee had noted that though the guaranteed out-
put of Cement Mill was achieved during the .BUarantee performance 
test, due to c:ertain defects developing later on, the Mill had to be 
run at a low load resulting in lower output varying between 67-70 
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per cent of the rated capacity. Besides, the major breakdown of 
tersion shaft and certain other breakdowns due to faulty design and 
defective materials caused stoppage of the Mill for nearly 600 hours 
in January, 1972 resulting in loss of P!oduction of 21,000 t'onnes. The 
breakdowns had occurred aftel' 2 years of the working of the Cement 
Mill and the Corporation did not find it possible to fix responsibility 
on machinery suppliers who were also the erection contractors. The 
defects had since been attended to and the MiU was now stated to be 
running satisfactorily. It appeared that under the present scheme 
of things it was not normally pgssible to hold the plant supplier res-
ponsible for any defect in the working of the machinery after guar-
antee period. But if after the guarantee period, any plant broke 
down not due to design defect, but due, to the material, of which it 
was made being of inferior or defective quality how, the plant sup-
plier could escape t'esponsibility therefore was matter which requir-
ed to be gone into critically. The Committee desired the Govern-
ment to examine this matter from legal angle and if necessary, con· 
sider whether the responsibility of the plant supplier for using de-
fective material, even if the defective material was detected after 
the guarantee period, could not be explicitly incorporated in the 
agreement for supply of plant and machinery. 

1.79. In their reply Government have state:! as under:-

"The observations of the Committee have been noted careful-
ly. As recommended by the Committee, the matters re-
ferred into in recommendation No. 33, 34 & 38 were exa-
mined by this Ministry in consultation with the Cement 
Corporation of India. As the matter are of a technical 
nature and need to be probed in some detail in the light 
of the observations of the committee, One Man Committee 
had been appointed to examine this. The Committee's Re-
port is awaited. The findings of the Committee and the 
Government's decision thereon will be co.mnunicated as 
early as poSSible." 

S. Contract for Civil Work (Kurkunta Plant) 
(Recommendation S. Nos. 67, 68 and 69) 

(Recommendation S. No. 67, Paras 7.50 to 7.51) 

1.80. The Committee had regretted to note that there had been 
delays ranging from 10 to 21 months in the completion of civil works 
in the various departments. The contractor was allowed because of 
his difficulties, hypothecation of his machinery of the market value 
of Rs. 5.4 lakhs in lieu of the bank guarantee though this proposal 
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was not put up before the. Board for their approval. The Commit-
tee had regretted that no periodical progress reports were obtained 
from the contl-actor. It was also stated that the use of steel sliding 
shuttering was approved by Board. It was surprised that, in spite 
of these delays, no action was taken against the contractor and the 
contractor was allowed to hypothecate his machinery worth Rs.· 5.4 
lakhs. The Management had admitted that the matter was not plac-
ed before the Board and their prior approval was I1\)t obtained. It 
was also stated during evidence in this connection that 'at this stage 
it is difficult to clarify that point'. It was also surprising that the 
management had not even verified the reasonableness of the rates 
before allowing the contractor to undertake hydraulic shuttering. It 
had been admitted by the management that 'from the records it ap-
pears that I1\) separate exercise was made to verify its reasonable-
ness'. 

1.81. The Committee had taken serious views of these lapses. 
They had desired that the matter should be thoroughly investigated., 
responsibility fixed and the Committee informed. 

(Recommendation S. No. 68, Paras 7.81 to 7.6%) 

1.82. The Committee had regrette~ to note that, though the crane 
gantry structure was completed by the civil contractors -:>n 12th 
August, 1970 at a cost of Rs. 13 lakh3, during the operation of the 
stock yard gantry in September, 1971, vibrations were observed and 
difficulty was experienced in the operation of the crane. The rail 
alignment was also found to be incorrect and the crane w.heels were 
rubbing against the rails at a number of places. 

1.83. The Committee were surprised as ro how in the face of these 
defects the work done by the civil contractors was accepted at all 
by MIs Master Sathe and Kothari, the civit consultants who were 
to supervise the work. The Committee were not sure whether any 
performance guarantee of the crane was insisted upon before it 'vas 
taken over. The Committee had desired that this matter may be 
investigated and a report furnished. 

(ReconmaeudatiOll S. No. 89, Par~ 7.13 to 7.66) 

1.84. When the matter regarding crane gantry structure was re-
ferred to the Board, it was decided that civil consultants of Kurkunta 
project should be entrusted with the work of preparing detailed 
designs and drawing for the strengthening work and they should 
undertake the work on priority basis free of cost and furnish a 
guarantee for due performance of the crane gantry. The P,Jard also 
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decided that the question of fixing responsibility for the existing de-
fects in the crane gantry should be duly examined. by the C.P.D.O. 
and the Civil Engineering Adviser and a joint report furnished to the 
Board. 

1.85. It was also stated that the Joint report of the Ci viI Engineer-
ing Adviser and the Chief Project Development Officer could not be 
.prepared as the Civil Engineering Adviser was repatriated ro his 
parent department. The Committee failed to understand how the 
Civil Engineering Adviser was permitted to go back to his parent 
department without his having completed the enquiry. 

1.86. It was also surprising as to how in the absence of the report, 
the Boaro, w~ch considered the matter, decided that it should not 
be possible to fix responsibility 1\)1: underdesigning the stock yard 
gantry. 

1.87. The Committee were also surprised that while the defects 
in the gantry came to notice in 1971" the decision to fix responsibility 
was taken after a d~lay of almost two years. The Committee had 
felt that because of t.he failure of the consultants, a defective crane 
gantry had to be accepted which had involved an extra expenditure 
of Rs. 5 lakhs t·.) the Corporation. The Committee had desired that 
the entire matter shou!d be thoroughly investigated with a view to 
pin-point the responsibility for the lapses and the Committee in-
formed of the action taken. 

1.88. In their reply, Government have stated as under:-

"The recommendation Nos. 67, 68 & 69 were considered at the 
85th Board of Directors Meeting >,)f the Cement Corpora-
tion of India, held on the 26th December, 1975 and it was 
decided that a Committee may be constituted to go into 
the recommendations of the Committee and submit a re-
port to the Board." 

'T. Supply and ereetion of plant and equipment and defects iu the 
equipment (Kurkanta Plant) 

(Recommendation S. Nos. 70, 71, 7%) 

(Recommendation S. No. 70, Para 7.75) 

1.89. The Committee had regretted to note that there were delays 
ranging from 10 months to 20 months in the supply of various items 
{)f plant and equipment by the plant suppliers Though the contract 
provided for payment of liquidated damages in case of delays by the 



32 

plant suppliers no liquidated damages were leviable in case, aIll'()Dg 
other things, the late delivery of a particular machine etc.; did Dot 
delay the Corporation's erection programme. The Committee had 
learnt that the erection w~k in a number of cases was delayed due 
to delay in the supply of machinery but DO liquidated damages have. 
been levied against the plant supplien. The Committee had found 
that erection work was delayed by the plant suppliers in c~rtain 
cases due to non-completion of civil foundations by the Corporation 
itself. However, no clear record of the dates on which erection work 
of the various units of the plant was actually compl~ted was kept. 
The Committee ,had recommended that each case of delay in supply 
of plant and equipment and completion of civil foundation:; and erec-
tion work should be critically analysed SO as to allocate the responsi-
bility in the matter between the Plant suppliers and the contractor 
for civil works. The Committee had also recommended that Gov~ 
ernmentjCorporation should make sure that the withheld amount 
of Rs. 12.29 lakhs would be adequate to rover damages recoverable 
on account of delays in supply of equipment. deficiencies in the manu-
facture of crane gantry structure and non-fulfilment of performance 
guarantee. 

Recommendation (S. No. 71, Paras 7.~ to 7.84) 

1.90. The Committee had regretted to note that apart from the 
delays in civil constructi·.)n the trial runs of the plant and equipment 
revealed a number of defects and deficiencies in the equipment sup-. 
plied by the plant suppliers which were attributed by the Works 
Manager of the project to "sub-standard quality of machinery sup-
plied and design failure." 

1.91. The Committee found that the Corporation had not so far 
8'lsessed the loss of production due to the defective supplies and the 
delays. The Committee had reCO.lmmeooed that the entire matfer 
regarding supply of machinery, their erection, performance guaran-
tee etc. should be thoroughly investigated with a view to fixing res-
ponsibility and Committee informed of the action. 

Recommendation (S. No. 72, Para 7.85) 

1.92. The Committee were informed that the Action Committee 
on public enterprises appointed by t~e Government of India scrutinis-
ed the working of the plants of the Corporation at Kurkunta and as 
the defects and deficiencies pointed out by the Action Committee had 
been rectified/were being rectified either by the Corporation or by 
the plant suppliers, it had not been considered necessary to appoint 
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another Technical Committee b.J investigate the working of the: 
plant. The Committee felt that the purpose of the Action Commit-· 
tee was not to decide whether the plant supplied was of sub-standard 
quality and of bad design or not but to remove the defects and help 
the Corporation achieve higher production in the plant. In their' 
opinion, an investigation was still called for to determine whether 
the plant and equipment supplied by the plant suppliers were of sub-
standard quality and poor design and, if so, what action should be 
taken against the plant suppliers in t~is regard. In the circumstances" 
the Committee did not agree that no investigation was callai for. 
The Committee had recommended that Government should appoint 
a Technical Committee to go into the working of the plant with a 
view to identifying its deficiencies. 

Recommendation (S. No. 77, para 7.107) 

1.93. The Committee had· regretted ~ observe that when the' 
crusher was put to tt-ial run in May, 1971, neither the Hailway Track 
nor the Service Road was ready by that time. Since Service Road' 
was not found suitable on completion, the transportation of limestone 
was done by the contractors through private lands. As a result, the· 
Corporation had to forego the rebate in rates offered by two contrac-
tors and had to allQW an extra rate to the ~rd contractor. The Com-
mittee had failed to understand why the Management could not im-· 
plement the decision to black top the surfaie. As a result, the ser-· 
vice road had not served its purpose and extra expenditure to the 
tune of Rs. 53966 had to be incurred for transportation of lime stone' 
through the third contractor. The Committee had suggested that 
the matter may be investigated and responsibility for the lapses' 
fixed. 

U. Production Performance .. 

~ommendation (S. No. 78, Para 7.120) 

1.94. The Committee were distressed to find that there was already' 
a delay of about 2 years in commissioning the plant and even after 
21 years of the. plant going into commercial productit':>D, the plant 
was not able to attain its rated capacity due mostly to mechanical 
defects. Although the Committee were as,ured ~at the suppliers of 
plant and machinery were yet to give performanc~ guarantee and 
the Corporation was withholding more thanRs. 12 lakhs, the fact re-
mains that 5 years of valuable time had been lost and even then 
there had been under-utilisation of capacity and consequential loss' 
in production. The Committee recommended that an expert Com-
mittee should go into the working of Kurkunta Plant, diagnose the-
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'ills and demarcate, the responsibilities of the suppliers so that Cor-
poratron might be in a position to improve its performance and maxi-
mise production. 

1.95. In their reply to all the above recommendation (S. Nos. 70, 
"'11, 72, 77 and 78) Government have statEd as under: 

"As recommended by the Committe.e on Public Undertaking, 
the Government has appointed a Technical Committee 
consisting of three experts to go into the questi>an of sup-
ply of plant and machinery and related matters concern-
ing the Kurkunta plant of the Cement Corporation of 
India. Facts of the case and Government's decision in 
these matters will be forwarded to the Lok Sabha Sectt. 
after the report of the Oammittee is received." 

V. Erection of Plant and MaChinery (Bokajan Project) 

Recommendation (S. No. 86, Paras 8.41 to 8.42) 

1.96. The Committee had regrettEd to note that for erection and 
.commissioning of plant and machinery, though MIs Associated Ce-
ment Companies (AC.C.) had submitted in September, 1969 their 
tender for Rs. 22.28 lakhs which amount was reduced to Rs. 21 lakhs 
in November, 1969 after negotiations, no action was taken by the 
Corporation to finalise the erection contract with Mis. AC.C. along 
with that of supply of plant and machinery. 

1.97. The Committee had also note.d that the Oarporation on fur-
ther invitation of tenders and negotiation with MIs Western India 
Erectors had finalised on 15th November, 1973, a contract for erection 
for Rs. 25 lakhs. In addition on 17th March, 1974, the A.C.C. was 
engaged for supervision of the erection ","ark being undertaken by 
MIs Western India Erectors. 

1.98. The Committee were not sure whether the dual system of 
supply and erection by two different agencies would serve the best 
interest of the Corporation and would not result in any delay. The 
Committee had felt that it would have been advantageous for the 
Corporation to have the supply and erection of the plant and machi-
nery done through the same contractor in the overall interest of co-
oroination and fixing of responsibility fur the entire work instead of 
through the different contractors. The Commit~e had regretted 
to observe that because of the initial failure OIl the part of the Cor-
poration to finalise the erection contract in November, 1969 it had 
t-a go in for this dual arrangement which had resulted in an exb'a 
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~nditure of Rs. 4 lakhs with an additional uncertain liability for 
.supervision charges. The Committee had desired Government to 
investigate the matter and communicate their findings. 

LII~ In their reply, Government have stated as under: 

-rhe observations of the Committee have been noted carefully. 
As recommended by the Committee, the matters referred 
into in recommendation N·.). 86 were examined by this 
Ministry in consultation with the Cement Corporation of 
India. As the matters are of a technical nature, and need 
to be probed in some detail in the light of the observations 
of the Committee, a Two Men Committee has been ap-
Pointed to examine this. The Committee's Report is 
awaited. The findings of the Committee and the Govern-
ment's decision thereon will be communicated as early as 
possible. " 

w. Civil Works (Bokajan Project) 

Reec)mmendation (S. No. 88, Para 8.57) 

1.100. The Committee had regretted to note the delay of nearly 
two years in construction W'.lrk of plant structure by the contractors. 
They had desired the Corporation to aS3ess the effect of the delay in 
construction work on the erection of plant and machinery and to 
determine the liability of the contractors for the delay before finally 
settling their bills. 

1.101. In their reply, G·.)vernment have stated that the Corpora-
tion was investigating into this matter. 

Reeommendation (S. No. 90, Para 8.80) 

1.102. The Committee had noted that the Phase-I of the construc-
tion of residential and other buildings at Bgkajan which was requir-
ed to be completed by 4th June, 1972 was completed br 30th Septem-
ber, 1972. As regards Phase-II, which was scheduled to be completed 
by 15th July, 1974, the contractor had completed. work of the value 
of Rs. 28.40 lakhs by 30th September, .1974, out of the tendered value 
of Rs. 35 lakhs. They were told that the Bokajan Site Office had re-
commended extension upto 15th January, 1975 and had intimated 
that there was no valid reasons for levy of liquidated damages as the 
delay in execution was partly due to delay' in supply of drawings 
and materials by the Corporatron. The Committee had desired the 
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Corporation to examine the question of delay independently with a 
view to fixing re-;ponsibility and also the liability of the contractor. 

1.103. In their reply, Government stated that the question of delay 
was being examined. 

X. Inventory Holdings 

Recommendation (S. No. 102, Paras 11.27 to 11.28) 

1.104. The Committee had regretted to note that the physical veri-
fication of the inventory of the Limestone Investigation Division 
lying at Delhi, Kurkunta, Mandhar and Bokajan had not been con-
ducted after March, 1969. 

1.105. The Committee had also noted that as a result of physical 
verification done in 1974, a net shortage of limest.one boulders from 
inception to 31st March, 1974 of 38,726 tonnes valued at Rs. 4.96 lakhs 
(approximately) was discovered. The Committee had felt that if 
the stock verification of limestone had been done at regular intervals, 
the Corporation would have detected the shortage right in the begin-
ning and could have taken preventive measures to avoid loss on this 
account which swelled to Rs. 4.96 lakhs in 1974. They were not con-
vinced by the reasoning given by the Corporation against the possi-
bility of short delivery or pilferage and they also did not agree that 
the embedding of limestone was entirely unavoidable due to softness 
\If the land, etc. The Committee had desire<! that the reasons for the 
shortage should be investigated with a view to fix responsibility and 
the Committee informed of the action taken. 

1.106. In their reply Government have stated as under: 

"In order to keep a check on the shortages at the year end, a 
system of monthly and quarterly stock taking has been 
introduced in the factories and it is expected that such 
shortage" will not occur in future. As regards shortages 
that occurred in the past, the Corporation has been request-
eoJ to constitute an internal Committee with a view to exa-
mining the circumstances more closely in the light of the 
observations of the Committee. 

'nle request of the G<>vernment was considered by the Board 
of Directors in their 85th meeting held on the 26th Decem-
ber, 1975 and it was decided that a Committee consisting 
of Director (Operations) as Chairman and Manager, Mand-
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har Works and, Manager .(Monitoring and Evaluation) as 
Members, may investigate the matter and submit a report 
to the Board." 

1.107. The Committee no!1e that, in pursuance of their recommen-
datioDS at serial Nos. 33, 34, 38, 67, 68, 69, 70, 71, 72, 77, 78, 86,88, 90 
and 102, the Ministry/Corporation have already instituted or have 
decided to institute enquiries into the cases referred to therein, re-
garding defects in and delays in supply and erection and other re-
lated matters pertaining to the equipment and p:ants for Mandhar, 
Kurkunta and Bokajan projects award of civil works in connection 
with these projects and delays and defects in their execution, and 
shortages in invent'ory holdings at the various projects of the Cor-
poration. 'The Committee stress that enquiries into all these matters 
should be completed with promptitude and the findings together with 
the action taken in regard to each of these matters reported to Parlia- . 
ment at tbe earliest opportunity 



CHAPTER n 
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 

GOVERNMENT 

BeeommeadatioD (S. No.1) 

The Committee regret to note that even though the Bureau of 
Public Enterprises had asked all the Public Undertakings as fa!" back 
as November, 1970 to formulate a statement of their objectives/obli-
gations clearly and communicate the same to the Government and 
even though the need for formulating such a statement was reiterat-
ed in the 40th Report (5th Lok Sabha) of the Committee on Public 
Undertakings on Role and Achievements of Public Undertakings, 
the CCI has not so far formulated its statement of objectives obli-
gations, except that it has only taken action to define the scope of 
work of the Corporation. The Committee recommend that the Cor-
poration/Ministry should finalise the statement of objectives/obliga-
tions of CCI without any further delay and place it before Parlia-
ment. 

(Para 1.8) 

Reply of Government 

The observations of the Committee have been noted carefully. 
A draft statement of objectives/obligations of the Cement Corpora-
tion of India Ltd., has been drawn up in consultation with the Cor-
poration. It has been sent to the Bureau of Public Enterprises for 
their comments. The statement is expected to be finalised soon. 

[Ministry of Indus1:!-y and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10/75-Cem, dated 6-4-76]. 

Comments of the Committee 

Please see paragraph 1.5 of Chapter I of the Report. 

Recommendation (S. No.2) 

The Committee note that the Cement Corporation of India (ceI) 
was set up in 1965 to create cement manufacturing capacity of 5 
million tonnes by the end of 4th Plan by setting up two very large-

38 
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cement plants of one million tonne capacity each and the remaining-
plants 01 smaller capacity. Just when the Corporation was taking 
preparatory steps towards the attainment of the capacity, Govern-
ment decontrolled cement w. e. f . 1st J anuM'Y, 1966 and e~tended 
certain fiscal reliefs to the industry and later on delicensed the 
cement industry w. e . f. May, 1966. In the anticipation that the 
private sector would, in the changed cir<:umstances, put up additional 
capacity in a big way, the target set for the CCI was scaled down 
from 5 million tonnes to 1.6 million tonnes in the first instance &nd 
then to 1.2 million tonnes and an outlay of Rs. 23 cr(:res was ear-
marked fO!' the CCI for the purpose. Subsequently in July, 1967 
Government asked the CCI to set up cement plants in the deficit 
areas only 'as the private sector was not expected to give its fun 
co-operation in this regard but in June, 1972 the ~estriction laid 
down for the CCI to invest only in the deficit areas was removed as 
it was found that the private sector was not coming up as expect-
ed and there was acute shortage of cement in the conutry. After 
clearing two projects, viz., Mandhar and Kurkunta, each with a capa-
city of 2 lakh tonnes, the Corporation was advised by the Govern-
ment to go slow with its projects. The Committee find that in the 
short span of time between 1965 and 1972 the policy of the Govern-
ment in regard to the role of CCI changed rather frequently with 
the result that no time bound programme for setting up of capacity 
with complete details could be laid down and acted upon by the 
Corporation. The Committee are unhappy at the lack of planning 
and the inconsistency displayed by the Government in this respect 
and feel that the role and targets set for a public sector organisation 
should be WO'1"ked out after great thought and care taking into ac-
count the demand of the product, availability of technical and finan-
cial resources etc., and once these are worked out and communicated 
to the undertaking, frequent changes therein shculd be avoided to 
enable it to concentrate its energies on the fulfilment of its Tole and 
to formulate concrete time bound schemes to lichive the targets. 

(Para 2.19) 
Reply of Government 

The observations of the Committee have been noted carefully. 
Government fully appreciate the need, as stressed by the Commit-
tee to define the role and determine the target of activities for the-
Cement Corporation after taking into account gIl the relevant fac-
tors so that frequent changes are avoided. 

[Ministry of Indus~ and Civil Supplies, Department of Indus-
trial Development, O.M_ No. 10-70j75-Cem, dated 6-4-76]_ 
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Recommendation (S. No.3) 

The Committee regret to note that the Government delicensed 
-the cement industry with effect kom May, 1966 in the anticipation 
ihat the private sector would put up additional capacity in a big 
'way, and scaled down the target of the CCI from 5 million tonnes 
to 1.6 million tonnes and reduced it further to 1.2 million tonnes. 
'The Committee are also surprised at the decision of the Govern-
ment in July, 1967 to restrict the CCI to set up cement plants only 
in the deficit areas and allowing the private sector to have the bene-
1\t of developing the industry in the more profitable areas. The 
'Committee regret that it took five years for Government to remove 
ihis !'estriction. (Para 2.20). 

Reply of Government 

The Ministry has taken careful note of the various points men-
tioned in this recommendation. It shares with the Committee the 
:anxiety that planning in respect of such an essential commodity 
as cement and its production programme for the major public sec-
tor units in this industry should be worked out after a careful assess-
.ment of all the relevant factors and this too on. a stable basis. In 
this connection the Ministry would like to submit that in certain 
respects the policy in regard to a particular industry such as cement 
has to conform and adjust itself to changes in over-all industrial 
development policy. The role of the public sector unit is manifold. 
]t has to contribute to additional production to the maximum ex-
1ent possible. This becomes all the more impot"tant in an industry 
such as cement where the private sector has had an overwhelming 
share of the total production. At the same time taking into account 
the expenditure incurred under the Cement Regulatiun Account by 
the Government for subsiding movement of cement to remote and 
'deficit areas, it is but natural that the Cement Corporation is asked 
to take special steps to set up units in such areas, even though the 
-capital and other costs may be higher and private sector continue 
to exploit reserves readily available in more favollrc:lble areas that 
-are also already surplus in cement. Within this broad framework 
of policy, the ability of the Corporation to go ahead with the new 
projects is also conditioned by the amount of financial assistance 
that is forthcoming from the Government from time to time. The 
.quantum of this assistance is itself subject to the vicissitudes of bud-
_jet alleeationa Subject to theSe limitation, every effort will be 
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made to regulate poJi.cy and programmes ill the industry, in keep-
ing with the observatiOD of the Committee. . 

[Ministry of badustry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10-70175-Cem., dated ~4-76]. 

Beeem.mend.tion (8. No. ') 

The Committee feel that even when a decision was taken in 
.February, 1970 to bring the cement mdustry under the purview of 
the licensing provisions of the Industries (Development and Regu-
lation) Act, the Government had an opportunity of reviewing 
their earlier decision restricting the activities of CCI to deficit areas 
and couId have rectified the position and gone ahead with tile imple-
mentation 'Of their schemes. But it took more than two years for 
qovernment to ftmedy the situation and withdraw their earlier 
-order. As admitted by the representative of the Ministry, 'at that 
point of time it might have been a wrong decision on the part of 
Government'. 

The o..mItfee aJIo feel that It should not have been difficult 
for Government to foresee that with only two projects in the deficit 
areas and the capacity already taken up, the maximum capacity 
that could be developed would only be 8 lakhs tonnes against ,the 
target of 1.2 million tonnes. (Para 2.21). 

Reply of GoverlllDeDt 

The observations of the Committee have been carefully noted. 
Some of the circumstances relevant to this recommendation have 
been explained in reply to recommendation No.3. After approval 
was given to Bokajan and Paonta projects efforts were continued 
'for enabling Cement Corporation to plan additional projects, sub-
ject of course to over-all constrain of budget and oil technical and 
managerial skill on the part of the Corporation itself as then cons-
tituted. The need for constantly exploring the potential for new 
projects and for generating a shelf of such projects for consideration 
and approval at appropriate times by the Planning Commission has 
been already well recognised by the Cement Corporation. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10-70/75-Cem., dated 6-4-76]. 

Recommendation (S. No.5) 
Even against the reduced target of 1.2 million tonnes, a capacity 

.of 0.4 million tonnes only could be installed by Marck 1974 and no 
470 I..S--4. 



other project was scheduled to be eommi8sioned' by the end of Fou.rth 
Plan. The Corporation was thus far behindtbe- revised projection 
of 1.2 million tonnes. envisaged in the Fourth Plan nor could it rea-
lise its own expectation of December, 1969 of attaining productiODl 
level of 4 lakh tonnes by March, 1971 and 6' lakh tonnes by March,. 
1974. The Committee have given sep8!"ate recommendation in re-
gard to non-attainment of the capacity elsewhere in the Report. 
(Para 2.22). 

"pl~ of Govel'lllllellt 

Observations of the Committee have been noted. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10-70175-Cem., dated 6-4-76]_ 

Recommendation (S. No.6) 

The Committee regret to observe that because -of frequent changes 
in the decisions and placing of the restrictions, for an unduly long 
period, on the Cement Corporation for putting up Cement Plants only 
in the deficit areas, valuable time was lost in developing the cement 
capacity in the Public Sector in the country with the result that 
shortage of cement persist. (Para 2.23). 

Reply of Government 

The observations of the Committee have been duly noted. Some-
of the circumstances relevant to the state of affairs referred to by 
the Committee have been mentioned in out' replies to recommenda-
tion S. Nos. 3 and 4. All the same the point made by the Com-
mittee in this recommendation has been taken careful note' of. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10-70I75-Cem., dated &4-761-

Reeommendation (S. No.7) 

The Committee note that due to delay in setting up or cement 
plants by the Corporation, there has been a substantial increase in 
the capital outlay. In the case of Mandhar, while according to· the-
feasibility report of March, 1966, the cost was Rs. 3.78 crores, iII! 
the Detailed Project Report of January, 1967, the ('ost was esti-
mated at Rs. 4.65 crores, ie., an increase of Rs. 0.87 erore. SiJni;.. 
lady, in the case of Kurkunta, the increase in cost was from Rs. 3.7S' 
Fores in Kareh, 1966 to Rs. 4.69 crores ~ J~u.ary, 1967 almost a 



VriIft of rupees. In the case of Bokajan, ·tbe Cost inctease was from 
• 8.32 Cl'Ores in January, 1968 to Rs. 11.~ crores in October 1969. 
In the case of Paonta, the increase was from Rs. 6.08 crores in 
August, 1968 to Rs. 7.61 crores in February, 1970. 

The Committee understand that a plant with indigenous cast-
ings normally takes 4-1/2 to 5 years time for being set up after the 
approval of the Detailed Project Report and financial sanction. The 
time could, however, be reduced only if certain critical parts and 
equipments are allowed to be imported. 

The Committee were informed that while the Mandhar plant 
had taken ~ormal lead time of 48 mon.ti?-s, in the ca.-.e of ~~kunta, 
the lead time was more than the normal lead time by over one 
year and there was cost over-run due to late delivery of plant and 
machinery and prolonged teething trouble. In the case of 
Bokajan, there have been delays due to transport bottlenecks, 
delay in receipt of castings. power shortage etc. In the 
case of Paonta and Mandhar Expansion, it was stated that 
tl:t~ position could not be indicated at this stage. Lack of ex-
perience was also stated to be as one of the reasons for the delay. 
The Committee were assured that the delays in future will be elimi-
nated or kept to the minimum through a monitO'ring organisation. 
The Committee were also informed that advance action has been 
taken to procure critical equipments, components and machinery 
which are long delivery items in respect of new project$ and a sys-
tem of PERT has already been introduced to work out the respon-
sibility of the CorpO!"ation and that of the Government. 

The Committee feel that it should be possible for Government! 
Corporation to reduce the lead time for setting up the plant after 
approval of the DPR and financial sanction by proper planning, 
procurement of equipment and adheorence to schedules which should • 
be monitored through a system of PERT/critical path and other 
management techniques. The Committee would also like Govern-
ment to investigate the causes for the abnormal increase in the lead 
time in regard to Kurkunta and Bokajan plants so that suitable 
action to arrest the delays is taken. The Committee recommend 
that Government should d'l"aw lessons from their experience so 
that they may guard against such delays in the future plants being 
set-up. (Paras 2.32 and 2.35). 

Reply of Government 

The observation of the Committee have been carefully noted. 
'.I1le Cement Corporation and the Ministry have also been extremely 



COncerned at the long lead-time that some of the ongoing project. 
have been taken in the past. AJJ a result of an analysis of the InQft 

general causes leading to delay, and with a view to making institt.r 
tional and procedural improvements to enable the Corporation and 
the Ministry to monitor progress against approved time-schedules 
the rollowing steps have been taken: 

1. A MOnitoring organisation has been established in the 
Corporation. 

2. Other public sector organisations and Ministries connected 
with supply of equipment etc., are constantly being ap-
proached to expedite deliveries. 

3. CODItaDt lialson 11 maintained with railways in regard to 
facilities to be provided by them. 

4. Similarly, authorities dealing with the foreign exchange 
are also being connected wherever allocations of foreign 
exchange for certain critical equipments is needed. 

5. Periodical progress reports are obtained from the Corpora-
tion and delays if any located and remedial steps taken. 

6. A Committee consisting of the Chairman and Managing 
Diretcor of CCI, the Director (Projects) ill that Corpora-
tion, a representative from the DGTD an(\thE:r from the 
Department of Industr'ial Development and one from the 
Department of Heavy Industry is being constituted. This 
Committee is expected to monitor supply of plant and 
machinery to public sector projects and to sort out techni-
cal problems of an inter-institutional nature affecti~ 
timely commissioning of such projects. 

It was found that the increase in the lead time in regard to the 
• Bokajan project was mainly due to the delay in the supply of plant 

and machinery and delay in its transportation. As the Committee 
themselves observed in para 7.75 of the report, there were delays 
ranging from 10 months to 20 months in the supply of various items 
Of plant and equipment by the plant suppliers for the Kurkunta 
project. This had led to the delay in the completion of the Kur· 
kunta project. As past experience showed that the delay in the 
el)fDmissioning of the projects was mainly due to the late supply of 
the plant and machinery, as indicated in item 6 above, a Commit-
tee has been constituted to monitor the supply of plant and machi-
nery to the projects of Cement Corporation, including that for Boka-



jan. Other action taken by the Ministry, for early implementation 
.f the Project is enumerated in reply to Recommendation No. 84. 

(Ministry of Industry and Civll Supplies, Department of Indus-
trial Development, O.M. No. 10-70!75-Cem., dated 6-4-76]. 

~ommendation (S. No. 12) 

The Committee find that the Government have already set up 
a panel under NCST programme to evaluate the possibility of set-
ting up of cement plants of 2,000 tonnes per day capacity and to 
that extent to develop the facilities of technical know-how in the 
country to manufacture such plants and also to undertake feasibi-
lity study of indigenous production like larger castings, larger gear 
boxes and also transport problems of one components connected 
with 2000 tonnes per day capacity plant. It has been stated that the 
report of the NCST is awaited. The Committee recommend that as 
soon as the report is received, Government should work out the 
economics of setting up plants o£ 2000 tonnes per day capacity vis· 
a-vis plants of 1000 to 1200 tonnes per day now proposed by CCI 
and take a decision about the standardising the capacities of the 
plants and machinery required therefor. (Para 2.55) 

Reply of Governmeut 

The recommendation of the Committee has been noted. As it 
relates to future development of design and development of Cement 
Plants, it is also being taken to the notice of Department of Heavy 
Industry and the Department of Science and Technology. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10.70!75-Cem., dated ~76]. 

Recommendation (8. No. 13) 

The CQmmittee note that the Task Force set up by the Govern-
ment of India identified tbat 12 million tonnes of c~ment capacity 
was to be added in the Fifth Plan period. As a sequel to this, in 
May, 1973 after the discussiOn with the Ministry of Industrial 
Development and Planning Commission an exercise was made on , . 
bringing up projects under crash programme during the Fifth Five 
Year Plan. According to the revised proposal, the Corporation is 
to put up six new projects-Akaltara, Yerraguntla, Neemuch, 
Tandur, Adilabad and Kurkunta Expansion with a total capacity 
of 26 lakhs tonnes at an estimated cost of Rs. 98 crores. Thus, the 
total capacity set up and to be set up by the Corporation at the 
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end of the Fifth Plan will be 35.8 lakhs txmnes. Of these, project 
estimates of four plants (viz., Tandur, Yerraguntla, Akaltara and 
Adilabad) have already been approved and those of Neemuch are 
under the consideration of the Government. The preparation of 
detailed project report in respect of the Sixth Plan (viz.~ 
Kurkunta Expansion) has not been taken up for the pre-
sent in view of the power shortage in Karnataka State which 
is considered likely to continue during the 5th Plan period. The 
Committee feel that the estimates for all the projects which are 
to be implemented in the Fifth Plan should have been ready after 
the economic viability 00 the projects had been examined by 
Government. 

The Committee feel that, on the assumption vf power shortage 
in Karnataka State, the postponement of Kurkunta expansion pro-
ject is unfortunate. They would like the Corporation/Government 
to take up the question of supply of power for their Kurkunta 
expansion project with the State Government at a high level with 
a view to finding out a solution thereto and go ahead with the 
Kurkunta expansion programme. (Para 2.65). 

Beply of Government 

The observations of the Committee have been noted. As desired 
by the Committee, the question of supply of power for the Kurkunta 
Expansion Project is being taken up with the State Government. 

tMinistry of Ind. & Civil Supplies, Dept. of Indl. Dev. D.M. 
No. lO-70!75-Cem., dated H-76] 

Recommendation (S. No. 14) 

The Committee expect that the estimates in respect of, the sixth 
Project Kurkunta expansion would also be approved by Govern-
ment soon and be available for operation before the project is taken 
up for implementation. The postponement of Kurkunta Expansion 
Project will have effect of scaling down the targets set for the 
Fifth Plan. The Committee recommend that this should be avoided 
ro prevent the gap between the demand and supply of cement be-
coming wider to the detriment of construction activity. (Para 2.66). 

Reply of Government 

The observations of the Committee have been noted. The pre-
. pa.ration of feasibility report for the Kurkunta expansion scheme 
has been deferred by the CQrporation on account of anticipated 



power shoriages in Karnataka State in the coming years. The 
power requirement for the Kurkunta expansion has been ascertain-
ed. from the Cement Corporation of India and the Government of 
Ka.rnataka has been specifically requested to give a commitment 
that the requisite power would be made available so that this Minis-· 
try could ask the Cement Corp6ration of India to go ahead the 
preparation of the feasibility report. The final reply is awaited 
from the State Government As soon as the question of power sup-
ply is decided and the Corporation submits the feasibility report, 
the Government will ensure quick examination of the estimates 
()f the estimates and take a final decision as expeditiously as possi. 
hIe with reference 10 all relevant factors. 

[:Ministry of Ind. & Civil Supplies, Dept. of IndI. Dev. O.M. 
No. lO-70/75-Cem. Dated 6-4-76] 

Recommendation (S. No. 19) 

The Committee note that one of the functions of the Corpora.tion 
is to act as the store house 'Of information on the cement grade 
limestone deposits in the country for the expansion of capacity 
in the public as well as private sector. The Corporation has 
been receiving enquiries from private parties and submitting quota-
tions in reply to the enquiries but only one site (Nimbahera-Rajas-
than) has been investigated by the Corporaticm for a private party 
so far, for a fee of B.s. 1.98 lakhs. 

The Committee are informed that MIs. Associated Cement Co., 
a private sector organisation, which also has a Limestone Investi~ 

gation Division, had been doing work for the private parties. 
Further, the parties had set up plants in very good areas where 
deposits were already known. The Committee were also informed 
that when LID was started there were not much known deposits 
and the Corporation had to work on the basis of a 5 milUon tonnes 
capacity of cement. 

The Committee recommend that Government should critically 
analyse the reasons as to why it has not been possible for the Cor-
poration to secure work from private parties, so that suitable 
remedial action may be taken. 

In view of the past experience the Committee, however, suggest 
that Governmentl00rporation should consider whether the L.I.D. on 
revival should at all undertake work on behalf of private parties. 



Major cement manufacturini companies have their own LUne-
:stone Investigation teams, and they employ their own teams for 
• purpl8e of investigation. Henee it was not po6Sible for ~ 
eorporation to eeeure orders in the past subsequently the LID was 
abo closed. 

Ll.D. hasbee'll revived to cater to the needs of the Corpol'lltion 
in the manner as outlined in para 3.27 Reply to Recommendation 
at S. No. 17. The present structure of LID has not been evolved 
to take up contract jobs for private parties. However, in particular 
cases, if an offer is found profitable, taking up this work woold not 
be ruled out, consistent with Corporation's own priorities and 
schedule of work. 

~inistry of Ind. & Civil Supplies, Dept. of Indl. Dev. O.M. 
No. 10070/75-Cem. Dated 6-4-761 

Reeommendatioa (s. No. %1) 

The Committee regret to no~ that, while selecting the sites and 
employing the parties for investigation work, no estimate of cost 
was framed for any 'Of the sites nor the scope of work mentioned. 
It was stated that, the organisation being in initial stage. esti.m&tes 
could not be prepared and they would be prepared in future. 
The Committee need hardly stress that estimates of cost are essen-
tial for the purpose of control of cost and assessing the performance. 
The Committee therefore, recommend that the Corporation should 
take steps to see that, before taking up the work, estimates of cost 
are prepared with complete details so that the investigating parties 
known in advapce . the parameters of work and the ceiling of ~. 
penditure within which they have to operate. (Para 3.50). 

Reply of Govemment 

EarHer no norms existed before taking up limesrone investi-
gation work. However, subsequent to discussions in a seminar 
attended, inter-alia by representatives of lSI, CRI. Cement Cor-
poration of India and other parties, norms were laid by the Cement 
Research Institute of India in August, 1975. Accordingly estimaieg 
for s~me additional investigation work in Akaltara and Rajban have 
been prepared by the Corporation as per these norms. 

[jMinistry of Ind. & Civil Supplies, Dept. of IndI. Dev. O.M. 
No. IG-70/75-Cem. Dated 6-4-76} 
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Becomm ..... tioD (S. No. 2!) 

The Committee note that the cement plants are of tvro types-
drdy process plants and wet process plants. In a dry process plant 
there is a saving of about 30 per cent in coal consumption and the 
requirement of water is also less, as, compared to wet process-but, 
power consumption is 10 ~ 15 per cent more in the dry process 
plant than in the wet process plant. On comparison, the dry process , 
plant is stated to be more economical. At the time when Mandhar ' 
and Kurkunta Plants were set up wet process plants were more in 
vogue in India. Al,l the plants envisaged by the Corporation to be, 
undertaken during 5th Five Year Plan are dry process plants and 
95 per cent of the new letters of intent which have been issued in' 
the last two years are also for dry process plants. Even if the dry 
process plants are stated to have advantages over wet p'rocess', 
plants, the Committee cannot but take note of the acute shortage ' 
of, power experienced almost all over the country. They hope that 

,the Corporation too is not oblivious of this phenomenon. The 
Committee also understand that there are two main constraints in 
the dry process viz., the minor mineral content (alkali and chloride 
content) in the raw material and the calcium carbonate content of 
the limestone in India being just marginal. Introduction of higli 
ash coal may, therefore, derpess some of the minerals which give 
rise to early strength and hence may have an effect on the quality 
of cement. The Committee would iike that Government should', 
review the economics of each one of the projects approved in the 
Fifth Plan after taking into account the availability of power and 
keeping in view the constraints of the dry process. The Committee, 
would like to be infonned of the results. (Para 4.13). 

Reply of GovemmeDt 

The feasibility report of CeI indicates the merits and demerits· 
in individual case from the point of ,the process for each specific 
site. tn all the projects limestone is just marginal, hence dry p~ 
cess has been preferred, otherwise selective mining has to be re-· 
sorted to at a relatively much higher cost and with rejections of 
limestone. Apart from saving in fuel slightly higher power con-
sumption is there in case of dry process. In dry process large· 
quantity of off-grade limestone can be utilised which is an impor-
tant factor for conserving mineral resources. Apart from this even 
inferior grade coal can be used in dry process which is not possible 
in wet process. Thus utilisation of off-grade coal resources also is 
important. 



Before the submission of the detailed project report for each 
Iproject, approved for the Fifth Plan, the Cement Corporation of 
India obtained an assurance from the concerned State Govern. 
ment, that the requisite power for the dry process plant will be-

-made available. 

Superiority of the dry process is now a generally accepted -
. phenomenon. The Corporation had examined in detail the econo-
mics of the dry process plant in each case taking into account the 
power position and the quality of limestone and there is no con-

'straint in the implementation of the projects on this account. It is 
respectfully submitted that the Corporation may be allowed to go 
ahead with the dry process plants for these projects, for which 
orders have already been placed for the plant and machinery based 

,on dry process system. 

[Min.istry of Ind. & Civil Supplies, Dept. of Indl. Dev. O.M. 
No. 10-70/75-Cem. Dated 6-4-76] 

Recommendation (S. No. M) 

-The Committee note that the Corporatioo has started manufac-
'turing fly-ash pozzolana cement at its Kurkunta Plant from Feb. 

ruary, 1974. The results of the test a~ stated to have proved that 
the fly-ash pozzolana cement is even better than the prescribed 
Indian Standard specifications of ordinary portland cement in cer· 
ta.in respects. Fly-ash is an industrial waste obtainable from the 
thermal power plants in different parts of the country. According 
to the Cement Research Institute, the manufacture of portland 
fly-ash cement using fly-ash from the Delhi-Badarpur-Faridabad 
complex of thermal power stations will be technically and economi-
cally a feaSible proposition. The Institute has also completed a 
feasibility report for manufacture of cement from fly-ash from 
Nellore thermal power plant in Andhra Pradesh for a cement 
manufacturer arid is now engaged on the question of utiliSing fly-
ash from Pailki thermal power plant in Uttar Pradesh for another 
cement manufacturer. The Committee would urge the Corp.:>ration 
to examine the economics of this new process and see how it can 
make use of this process to set up new cement factories in areas 
particularly' in lhedeficit. Northern and Eastern regions, wber-

, ever the fly-ash' is -available in plently. (para 4.21). 

"Reply of Govemment 

ThisCorporiltion' is aware of the advantages of manufacturing 
'fly-ash pozzolana 'cement wherever feasible. Utilisation of fly-ash 
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'ill the new factories for manufacture of fly-ash podzolana cement 
'will be considered as suggested by the Committee taking into ac-
count the mineralogical composition of clinker to be ground and the 

·economics of manufacture. 

[Ministry of Ind. & Civil Supplies, Dept. of Indi. Dev. O.M. 
No. 10-70/75-Cem. Dated 6-4-76] 

Recommendation (S. No. Z5) 

The Committee note that under the Cement (Quality Control) 
'Order, 1962, manufacture and sale of cement not conforming to the 
prescribed standards is prohibited. The Corporation has a Quality 
'Control Organisation to ensure quality control upto the point of 
despatch but it has no organisational set up to check the quality 
'of cement at consumers' end. They feel that the Corporation is 
responsible not only for manufacturing cement of the prescribed 
'standard but also for ensuring that the cement being sold by thp. 
'dealers authorised by it under its trade name conforms to those 
standards. The Corporation should not merely wait for complaints 
from consumers but should also conduct surprise checks on the 
. quality of cement stocked with the dealers. In this connection they 
-would wish to draw the attention of the Corporation to the reCQm-
mendation made by the Estimates Committee of Lok Sabha in 
'paragraph 6.32 of their 60th Report (Fifth. Lok Sabha April, 1974) 
on availability and distribution of Cement and reterate that suitable 
measures should be taken by the Corporation in respect of the 
cement manufactured by it and sold by its authorised dealers to 
'ensure that cement of requisite quality is supplied to the ultimate 
consumers. (para 4.28). 

Reply of Government 

The observations of the Oommittee have been noted. The 
Cement Corporation of India is having a full fledged laboratory at 
each ot its running units and day-to-day testing is being done there 
to ensure that the cement manufactured is of requisite quality. 

-whenever required, the samples are also sent for examination ro 
the National Test House and Cement Research Institute of India. 
Regular samples of cement are being drawn and tested in produc-
tion stage and before packing the same. Any complaint regarding 
quality of cement ~ceived by the Corporation, is attended to prom-
:ptly. 

[Ministry of Industry and' civil Supplies, Department of Indus-
trial Development, O.M. No. 10-70175-Cem., dated 6-4-76]. 
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Commeats of .the Committee 

P1eqe lee Paragraphs 1.13 to 1.15 of Chapter I of the Report._ 

Ree.:nm.enclation (S. No. 2'1) 

The Committee also note that the increase in the estimates for -
Mandhar Plant sanctioned in July, 1972 for Rs. 490 lakhs over those 
included in the Detailed Project Report and sanctioned by Govern-
ment in June, 1969 for Rs. 451 lakhs was mainly under Establish-
ment expenditure :luring construction (Rs. 14.35 lakbs), civil works 
(Rs. 7.47 lakhs;, electrical installation (Rs. 4.63 lakhs) and-
headquarters overheads (Rs. 16.23 lakhs). The actual expen •. 
diture on erection cost including establishment expenditure. 
during construction amounted to Rs. 29.64 l.a.khs against the provi-
sion of Rs. 16.50 lakhs in the project report. It was stated that the 
erection of the plant and machinery was originally proposed to be 
done departmentally and it was anticipated by the Management 
that the provision of Rs. 16.50 lakbs made in the approved estimates 
would be adequate to cover the expenses of the staff employed dur-
ing construction period as well as staff employed for erection pur-
poses though no break up of the provision under the two heads was 
indicated. Subsequently, the Management decided to get the erec-
tion wolk done through the suppliers (Mis K. C. P. Ltd Madras) 
of the plant and machinery so as to avoid the problem of surplus. 
labour and also the complaints from suppliers. The contract for 
erection and technical knowhow for erection absorbed Rs. 15.29 
lakbs and after meeting the expenditure on the maintenance of-
establishment during construction, the total actual expenditure on 
this account exceeded the sanctioned estimate by Rs. 13.14 lakhs, 
thus registering an increase over the provision in the revised esti-
mate by 80 per cent. In the opinion of the Committee, such an 
excess is too high and indicative of the original estimates not being 
realistic. The Committee are informed that the .excess expenditur&-
on erection and establishment expenditure during construction was 
contemplated to be met out of the provision of Rs. 18.69 lakhs under 
contingencies. Thtough the inadequacy of the provision was brought 
to the notice of Government before sanction of the DPR, Govern-
ment had not chosen to revise the provision on the basis of known 
factors but reduced the provision under contingencies. In the 
opinion of the Committee, meeting the expenditure on establish-
ment during construction out of the provision for contingencies is: 
irregular and the erection cost should have been broken up so as to 
indicate the provision for establishment during construction sepa-
rately so that control of costs over establishment was possible. 
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-rbeOcpunittee ,recommend tIlat the Government/Corporation 
:: should ensure that estimates of the project are realistic and not so 
wide off the m8l"k as otherwiJ;e the very purpose of having the 

",estimates is likely to be defeated. (Paras 5.28 to 5.29). 

Reply of Govenament 

The observations of the committee have been noted. Excess 
'expenditure over the esrima.~d project cost due to inflation, which 
·-cannot be correctly estimated at the time of preparation of the 
project report, cannot be completely ruled out The Corporation is 

'being advised to ensure that in future realistic project cost estimates 
. are preJ?8red taking into account all the known factors, which COlt-
tribute to the increase in cost estimates, so that the gap between 
the actual expenditure and the cost estimates is narrowed as far as 
possible as we could not eliminate altogether, the excess expendi-

: tUre over cost estimates in project of such magnitude. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. N •. 10-70I75-Cem., dated 6-4-76]. 

Recommendation (S. No. 21) 

The Committee note that the Headquarters overheads which 
-were estimated to be Rs. 5.20 lakhs and approved at that level by 
1}overnment in 1969 rose to Rs. 20.4'3 lakhs registering an increase 
o1)f almost 300 per cent which is stated to be due to less number of 
c~ment projects having been taken up than earlier anticipated and 

'due fx> the longer time taken in the implementation of the project. 
'They also note that the fact that Headquarters overhead was likely 
to increase due to less number of projects sanctioned was brought 

-to the notice of Government but the Government were not agree-
able to increase the provision under this head. In spite of this, 

o the Committee are surprised that Government had not taken any 
action to reduce the overhead expenses by pruning the establish-

-ment to the extent neces>ary. The Committee find that the staff 
strength increased from 97 in 1969 to 155 in 1973. It was stated by 
the Management that the staff strength was always realistic to meet 
immediate needs. The Committee recommend that Government 
should examine the justification for such huge expenditure on 
Headquarters which has caused the increased allocation of over-

. heads to the individual projects and fix the strength on a realistic 
'basis. (para 5.40). " . 
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Wepl, of GeVenDllell't 

'!'he observations of the Committee have been noted carefully;, 
We fully appreciate and share the anxiety of the Committee that 
the "Headquarters overheads" should not affect the profitability of 
the projects of the Corporation and that the staff strength of the· 
headquarters should be realistic to meet only recognised needs. 

The staff lnspection unit of the Ministry of Finance had under-
taken staff stUdy of the Headquarters office of the Cement Corpora-
tion of India in 1972. After assessing the work load in the Corpora-
tion, the S.I.U. submitted its report recommending inter-atia a staff· 
strength of 119 agajnst to then existing staff strength of 137. In 
the meanwhile, the Action Committee on Public Enterprises a high 
powered Committee examined the structure of the head-quarters 
of the Cement Corporation of India in order to evaluate its capa-
bility to plan and execute projects competently and to run them· 
efficiently. The report submitted by the Action Committee was ac-
cepted by the Government. The Action Committee had found that· 
the then existing organisation of the Cement Corporation was in-
adequate to handle the projects which they were expected to under-
take during the V plan and afterwards. In 1973. during the V 
Plan discussions held in the Planning Commission also, it was agreed 
that the organisation of Cement Corporation of India should be 
strengthened to enable it to tackle effectively the programmes en-
visaged during the V plan. 

Apart from the twu plants in production, two projects and one 
expansion scheme are under construction and five new projects have· 
been approved for implementation during the V Plan period. It 
will be appreciated that as the number of units increase, it becomes 
necessary to strengthen the different depa.rtments of the Head Office. 
The various posts in the Corporation are being filled in only when 
there is sufficient justification and need for the same. The assess-
ment of requirements has to be a continuous exercise in the light 
of changing workload and the Corporation has been requested to 
keep the very valid points made by the Committee in this regard' 
when they undertake such exercises in the future. 

The Administrative Staft College, Hyderabad has been el'!gaged' 
by the Cement Corporation of India to study the organisation struc-
ture and organisation relationship in the Corporation. The extent 
to which the functions may be transferred from the Head Office to 
the factories/Projects are being studied by the experts of the Ad-
ministrative Staff College. The Industrial Engineer of the Corpora-, 
tion has also taken up the work of determining work loadimethod' 



studies in the HeadqU8J'ters. The Stalf position will be reviewed! 
on receipt of reports of the experts. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M: No. 10-70j75-Cem. dated 17-4-76]' 

Becommenclation (S. No. 31) 

The Committee note that the contract for Civil works was award-
ed to one Mis. Wig Bros. in July, 1967 and the wo·rk was to be com-
pleted in a period Of '12 months. The item-wise schedule for com-
pletion of civil works was finalised in May, 1967 and enVisaged 
completion of various items between October, 1968 and February ~ 

'1969. There was, however, delay ranging from one month to eleven 
months in the completion of civil works by the contractor. It has 
been stated that keeping in view the magnitude of the work and the 
circumstances prevailing the date of completion was extended from 
time ro time till 30th April, 1970. Even though in a number of 
cases the progress was much below the mark, no liquidated damages 
were imposed on the contractor. On the contrary, the contr'actor 
filed with the Arbitrator a claim amounting to Rs. 23.29 lakhs 
(Rs. 15.62 lakhs on account of prolonged period of execution of work 
and Rs. 7.67 lakhs for additional items of work and other 
reasons) and the Arbitrator awarded an amount of Rs. 2.46, 
lakhs in favoUr' of the contractor. The Committee are unhappy 'to 
find tha.t not only the Corporation failed to make out a case for im-, 
posing liquidated damages on the CiQilltractor for delays but also it 
was held liable to pay an additional sum of Rs. 2.46 lakhs to the-
contractor. 

The Committee further note that the supply of plant and machi-
nery which was first required to be made by December, 1967 and 
then by May, 1968 was actually completed by November, 1970. 
Similarly there was delay ranging from 1 ffi'.)nth to 12 months in the 
completion of erection work. Taking into account all the facts and 
as the delay on the part of the contractor and the Corporation was 
11 months, the Corporation did not levy any liquidated damages 
which amounted to Rs. 16,000 as per terms of contract. The delay 
in delivery of plant and machinery and in erection is stated to have-
dela.yed the implementation of the project by 2/3 months which in 
a project of this size was not considered to be a serious lapse. 
Though the Corporation withheld Rs. 7.49 lakhs from the payments, 
due to the firm, the question of defects and delays in supply of plant 
and machinery was considered by the Board which ultimately de-
cided to condone the delay and release the payment after adjust-
ment/recovery of certain amounts to the extent of Rs. 2.5 lakhs. In 
effect the Corporation has lost the claim for liquidated damages 1;.0. 
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""the extent of RI. 16,000. 'nle Committee feel that in both the con-
tx:acts relating to construction of civil works and supply and erec-

· tion of plant and machinery, because of the delays on the part of 
the Corporadon, it could not sustain its claims against the contrac-

· tor. The Committee recommend that the Corporation should learn 
· a leSSOn from this experience and avoid such delays in future. (Paras 
,5.52 to 5.59). 

Reply of GovenuneDt 

The observations of the Committee have been noted. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10-70[75-Cem., dated 6-4-76]. 

8ecommendatiOD (S. No. 32) 

The Committee are informed that a MOnitoring and Evaluation 
'Cell has now been set up to co-ordinate and monitor all activities 
connected with the implementation of the new projects. They hope 
that at least now such delays will be avoided and the new projects 
:will be completed as per schedule. (Para 5.54). 

Reply of Govenunent 

'Observations of the Committee have been noted. 

: [Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10-70j75-Cem., dated 6-4-76]. 

Recommendation (S. No. 33) 

The Committee regret to note that though the guarantee perfor-
mance runs for the individual units commenced from 21st March. 
1970 and continued upto 24th December, 1970, and performance 
efficiency of all the units of the plant as stipulated in the agreement 
was not established, the plant was taken over by the Corporation 
on 12th September~ 1970. It was stated that the performance test 
in the case of Crushing Plant, Raw Grinding Mill, Coal Mill and 
Cement Mill was given subsequently. The Committee are surprised 
at the statement of the Ministry that "there is no irregularity. Only 
when we run it we will come to know the defects". The Committee 
have given their comments separately in regard to the defects notic-
·ed in the plants. 

The Committee note that as against the guaranteed output of 
:200 tonnes per hbur the crushing plant had been giving only 160 
~nnes per hour because of the defective positioning of the push 
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feeder and bepper with respeCt to wagon tippler which necessitated 
employment of extra labour at a cost of Rs. 15,000 per year to push 
the blocked boulders manually. The platlt was not capable of run-
ning continuously and produCing the required quantity of 1032 
tonnes in one shift as originally c«>ntemplated with the result that 
it had to be l'11!l 'in two shifts 'necesSitating employment 'Of extra 
sta1f costing about Rs. '30,000' per year. The plant supplier had ful-
filled the guarantee test wi'fh an output of 200 tonnes per hour, but 
the granulometry of rlDlestonewas little short for which the plant 
supplier had paid the penalty. The spread over of operation to 
second shift was necessary because the sequence connected with 
the winning of the lime-stone, transport of lime-stone by means of 
dumpers into wagons and thereafter by tipping mechanism into the 
h'Opper collld not be maintained at 200 'tonnes per hour. The Com-
mittee are informed that so far as crushers are concerned there was 
no difficulty. It is only in the design of the hopper that there is a 
defect because of which the material does not flow smoothly. 'rht> 
machinery supplier and civil engineering consultants were responsi-
ble for the defective design of the hopper. Though the Corporation 
was able to maintain the 'Output or capacity, the loss was to the 
extent of the wages of the labourer. The Committee are also in-
formed that though in the initial stage, there was the problem of 
keeping the sequence of supply of lime-stone, the problem was solv-
ed by employment of extra labour. However, the main problem of 
maintaining continuity of trains still remained. The operation in 
'One shift was posing problem due to (a) transportation because the 
N. G. loeomotives purchased from Railways were very old; (b) rais-
ing of lime-stone partly manually and partly mechanically; and (c) 
synchronisation in winning, ttarisportation and tipping being a 
time consuming factor. The Committee are also informed that 
normally test performance in crushing plant was given for 8 hours 
to 24 hours and it was usually far 24 hours. The Managing Director 
1;tated during evidence "as per records we find that they have given 
test for crushing plant for 8 hours. During that 8 hours, it was 
fulfilled subsequently, we find that we get an 'Output of 160 tonnes 
per hour instead of 200 tonnes per hour". The Committee fail to 
understand as to why the Corporation had not insisted on a guaran-
teed performance of integrated working of the plant with all its 
operations for the usual period of 24 hours according to the agree-
ment. The Committee are distressed to note that no action was 
taken against the civil engineering contractors and supplier of plant 
and machinery who are responsible far the defective positioning of 
feeder and bopper which had resulted in employment of extra 
labour with a recurring expenditure of Rs. 15,000 per year. 'I11e 
470LS--5. 
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Committee recommend that this matter shouid })e' investigated witll' 
a view to fixing responsibility and the' Committee informed of the-
results. '!be Committee would also like' the Corporation to study 
the problem of maintaining continuity of trains and maintenance' 
of locos with a view to evolving a solutiOn in the mterest of better 
utilisation of the capacity and avoid ,second shift operation which 
entailed an expenditure of Rs. 30,000 per year. The Committee 
would also like the Corporation/Government to study the economics 
of raiSing lime-stone partly by manugl and partly by mechanical 
operations in the C()ntext of maintaining continuity of supply. (Paras 
5.72 to n.73). 

Recommendation (S. No. 34) 
The Committee note that the guaranteed output of 50 tonnes 

per hour of the Raw Grinding Mill on dry basis was obtained at 
the time of guarantee test by working the mill below BO per cent 
of the full load and even at this loow load the flexible coupling to-
wards Mill end and the pinion and girth gear of the Mill were seen 
wearing out fast, possibly because of wrong specifications and de-
fective materials used by the suppliers. As the period of six months 
from the date of commiSSioning during which free replacement of the 
equipment could be obtained had passed, the suppliers refused to 
own any responsibility for these defects. The Mill is not running 
to the guaranteed output and many of the components have worn 
out in course of operations and they have to 1:)e replaced. The Com-
mittee cannot understand why the guarantee test was done by work-
ing below 80 per cent of the full load and not with full load. The 
Committee are not sure whether the guaranteed pel"formance was 
established after 24 hours of working as stipulated in the agreement. 
They would like the Government to examine the matter and deter-
mine whether the initial lapse of not' conducting the guarantee test 
with full load had not resulted in the- wrong speCification and de-
fective material remaining undetected within the guarantee period 
causing recurring looss to the undertaKing, and if so, who was res--
ponsible for the lapse. (Para 5.Bl). 

~ommendation (S. No. 38) 

The Committee note that though the guaranteed output of 
Cement Mill was achieved during the guarantee performance test. 
due to certain defects developing later on, the Mill had to 1:)e run 
at a loow load resulting in lower output varying between 67-70' per 
cent of the rated capacity. Besides, the major breakdown of tersicn 
sha.ft and certain other breakdowns due to faulty designs and de-
fective materials caused stoppage of the Mill for ne&rly 600 hoUl'S' 
in January, 1972 resulting in loss of production: of: 21,OOO~ tonnes:. 
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The breakdowns had occurred after 2 years of the working of the 
Cement Mill and the Corporation did not find it possible to fix 
responsibility on machinery suppliers who were also the erection 
contractors. The defects have since been attended to and the Mill 
is now stated to be running satisfactorily. It appears that under 
the present scheme of things it is not nonnally possible to hold the 
plant supplier responsible for any defect in the working of the 
machinery after guarantee period. But if after the guarantee period, 
any plant breaks down not due to design defect, but due to the ma-
terial, of which it is made being of inferior or defective quality 
how the plant supplier can escape responsibility therefor is a 
matter which requires to be gone into critically. The Committee 
would like the Government to examine this matter from legal angle 
and if necessary, consider whether the responsi'biIity of the plant 
supplier for using defe:tive material, even if the defective material 
is detected after the guarantee period, cannot be explicitly incor-
porated in the agreement for supply of plant and machinery. (Para 
5.115). 

Reply of Govemment 

The observati'Ons of the Committee have been noted carelully. 
As recommended by the Committee, the matters referred into in 
recommendation NQs. 33, 34 & 38 were examined by this Ministry in 
consultation with the Cement Corporation of India. As the matters 
are of a technical nature and need to be probed in some detail in 
the light of the observation, of the Committee. One Man Commit-
tee has been appointed 1'0 examine this. The Committee's Report is 
awaited. The findings of the Committee and the GovernmenFs 
decision thereon will be communicated as early as possible. 

[Ministry of Industry and Civil Supplies, Department cf Indus-
trial Development, O.M. No. lO-70/75-Cem. Dated 6-4-76]. 

Comments of the Committee 

Please see . paragraph 1.107 of Chapter I of the Report. 

Recommendation (Serial No. 35) 

The Committee also note that though guaranteed output of the 
coal mill was obtained during the guaranteed performance test, the 
outlet flange bolts failed and the mill went out of alignment after 
one ~nd a half year of working resulting in small pieces of grinding 
medIa and coal powder coming out and contaminating the lubricants 
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and damaging the girth gear pinion. Though these defects have 
been set right, the Committee are informed that both the raw grind-
ing mill and coal mill are not running to the guaranteed output as 
guaranteed out-put depends on the replenishment of many parts. 
The Committee are also informed that periormance guarantee for 
raw mill was i\:)r 24 hours and the Corporation has recently introduc-
ed a guarantee for a sustained production for 7 days continuously. 
At the time of agreement, as there was no such element of sustained 
production, the Committee feel that this factor should have been 
taken into account and suitable clauses stipulated in the agreement. 

The Committee hope that the CO'I'poration/Government will learn 
a lesson from the experience and ensure that clauses for guarantee 
performance in agreements should prOVide for a sustained produc-
tion for a continuous period with deterrent penalty for failure. The 
Committee would like the Government to issue suitable instructions 
in this regard for the guidance of all the public undertakings. (Para 
5.82 to 5.83). 

Reply of Government 

The observations of the Committee have been noted carefully. 
The Cement Corporation is being requested to ensure that clauses 
for guarantee performance in agreements provide for a sustained 
production for a continuous period with deterrent penalty for fail-
ure. They are being requested to follow scrupulously the guidelines 
issued by the Bureau. of Public Enterprises in this regard. 

The recommendation of the Committee, regarding issuing suitable 
instruciions in this regard, for the guidance of all the public under-
takings, was brought to the notice of the Bureau of Public Enter-
prises. The Bureau of Public Enterprises is however of the opinion 
that the point made by the Committee is suitably covered in their 
comprehensive guidelines on "Scrutiny and Approval of Agreements 
involving foreign collaboration by PSEs" issued to the Public Enter-
prises BPE's O.M. No. 35(1) /73-BPEJMM dated 14-11-74 (page 10 
item 23). Hence, they are of the view, that there is no necessity to 
issue further instructions to Public Sector Enterprises on this subject. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development, O.M. No. 10-70fi5-Cem. dated 

6-4-1976]. 
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Reeommendation (Serial No. 37) 

The Committee note that a scheme for modificatiolls to be made 
in the dust collecting system and arresting the dust losses etc., had 
been approved by Government ~s early as October 1972 and this 
scheme has not been implemented so far. The Ministry have admit-
ted that 'there is delay in implementing this small scheme, which is 
costing over Rs. 32 lakhs and we M'e now expecting that this will be 
completed in another six months' time, by the third quarter of 1975'. 
The Committee recommend that this work should be completed with-
out further delay in the intere3t of arresting dust losses. (Para 5.108). 

Reply of Government 

The dust insuffolation scheme at Mandhar has alr.eady been taken 
in hand. All Civil Engineering work in connection with this scheme 
has been completed. Erection of all the equipments is expected to 
be completed by the 3'I'd week of January 1976 excepting fixing of 
stainless steel chain in the kiln. The delay in the implementation 
of this scheme was mainly due to (i) procurement of belt conveyor 
and (ii) obtaining certain stainless steel items. The belt conveyor 
supply was found to be defective· and the supplier had to be instruct-
ed to do the necessary IOOdifications at his cost. Since the modi-
fications required were fairly substantial, there occurred a delay in 
the completion of the project. The scheme required ceriain stainless 
steel items, for which it was difficult to locate a sUltable supplier. 
This material as per our original specifications could not be pro-
cured locally. Therefore the specifications were changed. Thus there 
was a delay in placing the orders for these items and the orders have 
been placed in the month of November, 1975. Delivery of this item is 
expected in March, 1976. However, without waiting for fixing of 
the stainless steel chains, the erection of the other equipments for 
this scheme will be completed by the 3rd week of January 1976 and 
dust recovery system will be commissioned during February, 1976 
after pre-commissioning trials have been taken in the 4th week of 
January, 1976. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development, O.M. No. 10-70/75-Cem. dated 

6-4-1976]. 

Reeommendation (Serial No. 39) 

The Committee note that the Corporation procured a packing 
plant at a cost of Rs. 8.36 lald18 and though the guaranteed output 
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of 60 tonnes per hour of each packing machine was achieved during 
the guarantee performance test, certain automatic devices of the 
Packing Plant had not been functioning since installation with the 
result that the Corporation had to get the work done manually. The 
Committee were informed that the Packing Plant was an imported 
one and due to environmental conditions of heavy dust which pre-
vailed in the Plant, these automatic devices did not work after some 
time and to the knowledge of the management these were not work-
ing in other units also. If these automatic devices do not 
work satisfactorily in cement plants in general, the Com-
mittee fail to understand as to why such automatic equipments 
be procured at all- for Packing Plant particularly when the plants 
are imported after spending scarce foreign exchange. The Commit-
tee w.Juld like the Government and the Corporation to examine the 
desirability of procuring such automatic devices for packing purposes 
in cement units and decide whether it is at all prudent to go in for 
such automatic devices when these cannot and do not function 
smoothly. (Para 5.120). 

Reply of Government 

The packing plants are now indigenously ava.ilable and the auto-
matic devices of the· indigenously manufactured packing plants are 
known to be working satisfactorily. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development, O.M. No. 10-70/75-Cem. dated 

6-4-1976]. 

Recommendation (Serial No. 41) 

The Committee note that all the defects noticed in the plant and 
machinery supplied by MIs. K. C. P. for Mandhar Unit were dis-
cussed at a meeting convened by the Ministry of Industrial Develop-
ment at which the technical experts of the Government and 'repre-
sentatives of the Corporation and the plant supplier were ~)resent 
and after considering pros and cons of all the matters recoveries ag-
gregating to Rs. 2,50,448.58 in terms of the contract were made f'rom 
the plant supplier. Even if the amount of penalty realised from 
plant supplier for the defective machinery may he reasonable in 
terms of the contract as stated by the Ministry, how far this amount 
is an adequate compensation for the low production and under utili-
sation of the plant is a point which the Committee would like the 
Government to consider while assessing the overall performa!lce of 
the plant supplier and derive lessons therefrom. 



Reply of Gdvernment 

The observatfons of the Committee have been rarefully noted and 
the Cement Corporation has been advised to keep them in view while 
.assessin2 the performance of the,plant supplier and placing orders 
.in future. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development, O.M. No. 10-70/75-Cem. dated 

6-4-1976]. 

Recommendation (Serial No. i5) 

The 'Committee note that as already stated the Corporation pur-
·chased 1 shovel of II c.y.d. and dumpers of 10 tonnes each in March, 
1969 and August, 1969 respectively against the 21 c.y.d. shovel and 
16 tonne dumper provided for in the D.P.R. It had been cla'l"ified 
by the Management that at the time of placing orders for dumpers 
and shovels. it was technically held that dumper of 16 tonne capacity 
would not -be able to withstand the impact and shock stock loading 
of 21 c.y.d.. capacity shovel. Besides, the dumper capacity had to 
be matched with capaCity (10 tonnes) of narrow gauge wagons. The 
Committee do not understand how, in spite of these, the DPR pro-
vided fOr procurement of shovel of 21 c.y.d. and dumper of 16 tonne 
capacity without taking into account all 'relevant factors. The Com-
mittee had been repeatedly pointing out that the DPR should be pre-
pared taking into account all known factors. The Committee reite-
rate that the DPR should be prepared realistically taking all known 
factors into account. (Para 5.153). 

Reply of Government 

The observations of the Committee have been noted. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development, O.M. No. lO-70f75-Cem. dated 

6-4-1976]. 

Recommendation (Serial No. 16) 

The Committee note that as against the installed capacity of 2 
lakh tonnes, the target of production fOr Mandhar Plant in 1973-74 
was 1.68 lakh tonnes and the actual production was 1.53 lakh tonnes. 



The Committee were informed that the Task E'orce. on cement in.-
dustry had assessed the attainable capacity at a figure of 85 per cent 
utilisation of capacity which worked out to l.70 lakh tonnes and due 
10 expected short supply of wagons for the movement of cement the 
target was fixed at 1.68 lakh tonnes in 1973-74. The Committee see 
no reason why the target for 1973-74 should be fixed at 1.68 lalm 
tonnes less than the attainable capacity. When the plant attained go, 
per cent utilisation in 1972-73, the Corporation considering the 
shortage of wagon supply reduced it further to 1.68 lakh tonnes_ 

The Committee note that the actual working hours of the Me-
rent plants of the project have always been less than the available 
working hours during the period 1970-71 to 1973-74. The total num-
ber of stoppages in the working of crushe!" increased from 1255 hours 
in 1970-71 to ,3796 hours in 1973-74. Similarly, in the case of Packing 
Plant, the total number of hours stopped increased from 2814 hours 
in 1970-71 to 5370 in 1973-74. The stoppages were mainly caused by 
mechanical and electrical defects, power cuts and other 'miscellane-
ous constraints'. To obviate the stoppages on account of mechani-
cal and electrical defects, systematic preventive maintenance is 
stated to be in vogue but kom the large number of flours lost on 
this account, the Committee recommend'thaot there should be regu-
lar and periodical preventive maintenance to· all the points so that 
stoppages due to mechanical troubles could be reduced, if not elimi-
nated. (Para 5.153). 

. -Reply of GovenuDeIIC 

A preventive maintenance schem~ is alceady in- vogue at both the 
factories. Maintenance schedules have been prepared, which pro-
vide for daily /Weekly checks and also checking out mechanical and 
elects-ieai equipments at prescribed intervals. Copies of these sche-
dules have been given to the Departmental Heads- and it is ensured 
that these schedules are followed. In order, ho'wever, to improve 
upon the existing maintenance the Corporation has also engaged 
Mis. Engineers India Limited for providing conswtancy Services in 
maintenance management for the Kurkunta unit. On receipt of their 
recommendations, necessary improvements will be introduced at 
Kurkunta and a suitable scheme on the same lines will be introduced 
ahMandhar also. \ 

[l4iniatry of Industry and Ovil Supplies, Department of 
Industrial Development, O.M. No.. 100'lO/i5-Cem. dated 

U1976~ 
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RecO'mmendatiO'n (Serial NO'. 47) 

The Committee also note that the Mandhar Plant has a ratecE 
capacity of 2 lakh tonnes per year and its capacity utilisation ha$ 
been 74 per cent in 1970-71, 82 per cent in 1971-72, 90 per cent in 
1972-73 and 761 per cent in 1973-74. The setback in the utilisation 
of capacity in 1973-74 is stated to be due to power shortage, abnor-
mal repairs of equipment, railway strike and inadequate supply of' 
wagons. The Corporation stated that the pow~r interruption were 
stilI there and the question of wagon supply was being pursued 
with authorities concerned from time to time and there had been no 
improvement in the quality of coal supplied even though the matter' 
had been taken up with Linkage Committee. As against this, the' 
representative of the Ministry stated that the coal SUPPly had im-, 
proved tremendously and so also the wagon supply. The Cbm-
mittee would like Government to study the difficulties of the Cor-· 
poration in depth and do all that is in their power to r.esolve them to-
enable the plant authorities to increase production. (Para 5.175). 

Repl)' O'f GovernmeDt 

The Government have taken careful note of the observations of 
the Committee. It is also impressing on the Corporation the need 
for careful observance of these instructions. 

The di1Bculties that are faced by the Mandh8t' Unit in increasing 
production are ascertained from the Cement Corporation from time' 
to time and necessary assistance to overcome these difficulties wher-
~ sought is rendered by the Government. 

[Kinistry Of Industry and Civil Supplies, Department of 
Industrial Development, O.M. No. 10-70[75-Cem., dated" 

6-4-1976] . 

Recommendation (Serial No. 50) 

The Committee would also like the Corporation to work out fresh, 
profitability projections with reference to the current prices and 
wages and assess the performance to see how far the efforts made' 
have improved the profitability with reference to such profitability 
indices. (Para 5.190). 

Reply O'f GO'VernmeDt 

The standard cost per tonne of cement has been worked out for-
both the factories namely Mandhar and Kurkunta, with reference-
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-to present cost of inputs and labour. With the present selling price 
of Rs. 160.75 per tonne including selling distribution expenses of 
Rs. 3, it is estimated that Mandhar and Kurkunta factories will break 
even at production and despatches of about 1,50,000 tonnes p.a. i.e., 
at 75 per cent of the installed capacity of 2,00,000 tonnes p.a. The 
working shows that at 90 per cent capacity utilisation, there will be 
a minimum profit of Rs. 25 lakhs per annum per factory after charg-
ing depreciation and interest on borrowings but before payment of 
Income Tax. 

The clinker production at Mandhar and Kurkunta has picked up 
since AugustlSeptember, 1975 and is expected to stabilize around 
or above 90 per cent of clinker rated output of 1,90,000 tonnes per 
annum. Efforts are under way that the cement production and 
despatches also at both Mandhar and Kurkunta stabilize between 
90 and 95 per cent capacity of cement output. M/s. Walchandnagar 
Industries Ltd. have shown reluctance to give perf~mance trial of 
Plant and Machinery supplied for Kurkunta Factory. The Corpora-
tion is examining the steps to be taken for correction of the various 
bottlenecks in getting the desired production and despatches. Some 
steps have already been taken to remove these bottlenecks. 

Once the production of cement and despatches stabilize at Man-
dhar and Kurkunta factories at 95 per cent of installed capacity for 
cement production, they will surely make a profit of a minimum of 
11.5 per cent before tax and 5 per cent after tax. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development, a.M. No. 10-70/'j'5-c;cm. dated 

6-4-1976]. 

Recommendation (S. No. 51) 

The Committee note that HSL had a proposal Of setting up 
cement plant of its own for using the slag available at the Bhilai 
Steel Plant. Although it was decided as early as July, 1965 that 
this work could be advantageously taken up by the Cement Corpo-
ration of India, no action was taken on the proposal till January, 
1969. The Committee note that in May, 1969, the H.S.L. informed 
the Ministry that it wculd' be in a position to meet the requirement 
of the granulated slag of the Cement Corporation of India to the 
extent of 1.8 to 2 lakh tonnes per annum at the price which was 
being paid by Mis. A.C.C. for slag supplied to them and accordingly 
they intimated the price in August, 1969 to the Corporation. Even 
then it was only in November, 1970 that the Corporation prepared 
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the project report for expansion of Mandhar Project on the basis of 
granulated slag and after approval by the Board, it was sent to 
the Ministry in February, 1971. The approval of the Ministry was 
acconded in March, 1972. The Cqmmittee regret to observe that 
the Corporation lost more than four years of valuable time in 
initiating action to prepare the project report. There was also a 
delay of over one year on the part of the Ministry in according 
the approval to the project estimates. The Committee are inform-
ed that the time taken by the Corporation in fulfilling the pre-
liminaries in· connection with this project was necessary to evaluate 
the mineralogical ~omposition of the clinker at Mandhar to deter-
mine the maximum quantity of slag that could be exploited to 
manufac.ture cement. The Committee are not at all convinced with 
this explanation. They are not happy at the leisurely way in 
which the entire proposal was processed both by the Corporation 
and by the Ministry. The Committee recommend that in view of 
the terms and conditions stipulated by HSL and the escalation in 
prices during the period, Government should review the proposal 
and its effect on the cost of production and economics of the 
project and bring the details to the notice of the Parliament. (Para 
6.11) . 

Reply of Government 

The observations of the Committee have been noted carefully. 
The first unit of the Corporation i.e. the Mandhar plant with 2. lakh 
tonnes per annum capacity was commissioned only in July, 1970. 
The Corporation desired to formulate the Project Report after 
evaluating the mineralogical composition of clinker at Mandhar to 
determine the maximum quantity of granulated slag of Bhilai plant 
which could be exploited to manufacture slag cement in view of 
marginal quality of limestone available at Mandhar. As intimated 
to the Committee earlier, the Hindustan Steel Limited wanted the 
Cement Corporation of India to take up the project along with the 
surplus labour working in their Nandini Mines which was, however, 
not acceptable to the Corporation, and hence the proposal mooted 
in 1965 by HSL did not materialise. 

The Corporation prepared the project report for the Mandhar 
Expansion and submitted the same in February, 1971 and this was 
approved by Government in March, 1972. 

Regarding the observation of the Committee regarding escalation 
due to the delay in finalising the proposal with the Hindustan 
Steel Limited, it is submitted that the slag price quoted by rtindu-
stan Steel Limited from time to time had a built-in escalation 
clause. Even if the Corporation had entered into contract with 



Hindustan Steel Limited as early as 1970, the increase in price or 
slag would have been imposed on the Corporation, as the agreed 
terms include escalation in the price of the slag proportionately 
related to the increase in the price of portland blast furnace slag 
cement. The increased price of slag at present at Its. 29.55 per 
tonne (with stipulation of escalation) is still an econoinically viable 
proposal, as during the corresponding period, the cement price has, 
been increased from Rs. 100 per tonne to Rs. 157.75 per tonne. 
The provision of escalation clause in the slag price is not likely to 
adversely affect the economic viability of the project as the escala-
tion in slag price is generally related to the increase in the price 
allowed to Portland Blast Furnace Slag cement. " 

As desirec by the Committee, the economics of this expansion 
scheme will be placed before the Parliament, after the expansion 
programme is commissioned. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development O.M. No. lO-70/75-cem. dated 6-4-76] 

Recommendation (S. No. 53) 

The Committee note that though the Corporation invited tenders 
for civil works and the amount of tender was well within the pro-
vision in the project estimates, the Corporation did not accept the 
tender on the ground that the DPR Was being revised in view of the 
over all increased cost of the project. Moreover, it was stated that 
early acceptance of the tender would not have resulted in any 
advantage. as the execution drawings could be supplied only when 
the civil engineering designs based on machinery suppliers layout 
drawings and load data were prepared and the details thereof were-
not available due to non-finalisation of supply order for plant and 
machinery. 

The Committee regret to note that the delay in finalisation of 
the order for plant and machinery inter (I!.ia led to the non-
acceptance of the tender for civil works even though the tender" 
was well within the sanctioned estimates. The Committee hope 
that such situations would be avoided in future so that the Corpo-
ration is not burdened with extra-expenditure which usually re.-
sults from such delay. (Paras 6.36 to 6.37). 

Re"y of Government 

The recommendations of the Committee have been noted for 
future guidance. 

[Ministry of Industry and Civil Supplies. Department of Indus-
trial Development, O.M. No. 10-7517~em. Dated tHo-"16]. 
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Recommendation (S. No. 54) 

The Committee regret to note that the Corporation invited 
-tenders for residential welfare and other buildings in July, 1972 
.:and even after negotiations were conducted, the lowest tenderer 
was requested to extend the date of validity. No response was, 
however, received from the tenderer till February, 1973. The 
<committee were informed that as the tenders were high, action 
was being taken to make fresh arrangements. Subsequently, the 
.provision of residential welfare and other buildings was not consi-
-dered necessary in view of construction of quarters under the 
'scheme for subsidised Industrial Housing by Madhya Pradesh 
Housing Board. Besides, there was a ban by the Government for 
the constnlction of residential and other non-functional buildings. 

The Committee feel that the Corporation should have first taken 
a decision in regard to provision of buildings under the Madhya 
Pradesh Housing Board Scheme or otherwise before the invitation 
·of tenders. (Paras 6.38 to 6.39). 

Reply of Government 

In case of Mandhar Expansion Project, the tenders for residen-
tial and welfare buildings were invited initially so as to complete 
these buildings timely co-ordinating it with the plant civil works. 
'Since the M.P. Housing Board decided to construct 48 quarters out 
of the subsidised Industrial Housing Scheme, the work was not 
taken up. However, in case of our other projects, we are taking 
up the township works in different phases as per actual require-
ment so as to provide residential facility to the staff as and when 
they are posted. 

It is further proposed that for the new projects, a more careful 
:scrutiny can be carried out and the phased programme can be 
made in advance and got approved by the competent authority 
~before taking up the construction of these buildings. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development, O.M. No. lO-70J75-Cem. dated 

6-476]. 

Recommendation (S. No. 55) 

The Committee also find that on the plea of want of sanction to 
revised project estimate as a whole, the cases where even the 
original project provision was not exceeded, had not been consi-
·dered The Committee feel that the Corporation should be clear 
:about its requirements before they act, so that the labour may not 
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become infructuous. The Commit:.et! also find that because of the 
delays in construction for one reason or other, there had been an 
upward revision of the capital cost of the project which has ulti-
mately brought down the estimated return on capital from 14 per 
cent to 7.8 per cent. The Committee!'ecommend that planned con-
certed and co-ordinated measures should be taken to ensure that 
such delays are avoided. 

The Committee also feel that as such situations are not un-
common in other public undertakings, Government should consider 
issuing suitable guidelines to all public undertakings to avoid such 
delays as they have the effect of pushing up the capital cost and 
affecting the profitability of the project. (Paras 6.40 to 6.41). 

Reply of Government 

The recommendation of the Committee has been brought to the 
nr,tice of the Bureau of Public Enterprrses fur necessary action. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development O.M. No. 10-70\75-Cem. dated 6-4-76] 

Comments of the Committee 

Please see paragraphs 1.37 to 1.40 of Chapter I of the Report. 

Recommendation (S. No. 56) 

The Committee note that the Corporation has appointed Mis. 
Holtec Private Limited (who are in collaboration with Mis. Mike 
Holder Bank of Canada) as consultants for its Paonta and Mandhar 
Expansion projects on a fee of Rs. 25 Lakhs (Rs. 16.4 lakhs for 
Paonta and Rs. 8.6 lakhs for Mandhar Expansi·on). The consul-
tants will, among other things, ensure that there is no delay in the 
commissroning of the project after installation of all machines and 
the performance guarantee of the plant as a whole would also be 
their responsibility. The Committee are inrormed that no firm 
of consultants other than MIs. Holtec was considered for this 
appointment as no other firm was known to the Corporation in this 
field and therefore no offers were invited for the purp03e. Although 
according to Ministry, AC.C. was the!'e in the field, they are also 
producing cement manufacturing equipment, and as such there 
would be problem in selecting them. Apart from the fact that 
Mis. Holtec had done consultancy work for private parties, one 
other consideration in their favour was stated to be that theirs was 
an independe"1t consultancy finn and they had no direct interest 
in the manufacture of cement equipment. The Committee were' 
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informed that MIs. Holtec's offer was considered reasonable with 
reference to an earlier quotation of MIs. A.C.C. for the Mandliar 
Expansion project. The Committee do not appreciate the pro-
cedure followed by the Corporation in selecting the consultancy 
firm. They do not think it is prudent to select consultants on 
the basis of personal knowledge of .the Management or of some 
individual officers and without inviting open offers. This proce-
dure also does not enable the Corporation either to select the most 
competent of the parties available in the field or to assess whether 
fee demanded by the favoured firm h reasonable or not. The Com-
mittee feel that the Corporatioon should have made an independent 
assessment of the reasonableness of the cost with reference to its 
own estimates and not depended only on the offer of another firm. 
The Committee would like the Government to issue suitable guide-
lines to all undertakings in this regard. (Paras 6.66). 

Reply of Government 

The recommendation of the Committee has been brought to the 
notice of the Bureau of Public Enterprises for necessary action. 

[Ministry of Industry and Civil Supl~es, Department of Industrial 
Development O.M. No. 10-70f75-Cem. dated 6-4-761 

Comments of the Committee 

Please see paragraphs 1.41 to 1.43 of Chapter I of the Report. 

Recommendation (S. No. 58) 

The Committee also note that one of the Directives issued by the 
Government was that the Corporation should develop its expertise 
and build up its own strength of technical persons for the growth 
of cement industry in the country. In the meeting held on the 
16th April, 1973 with the Special Secretary of the Ministry of 
Industrial Development, while the engagement of a oonsultant was 
considered to be in the interest of the Corporation, it was also felt 
that in the context of the Corporation's lar~e programme of setting 
up additional capacity L1 the Fifth Plan and the likely pre-occupa-
tivn of the existing consultants with various plants coming up in 
the private sector, "It would be worthwhile for the Cement Corpo-
ration to consider seriously the development of a consultancy 
organisation of their own". The Committee note that according 
to the Corporation the overheads would be exhorbitant, if it had 
developed its expertise on the basis of the capacity indicated by 
Government in the initial stages on the limited number of projects, 
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:approved by them during the period 1965-71. In the opuuon of 
-the Committee, this asp.ect should have been brought to the notice 
of Government to consider whether any change in this directive 
is necessary. However, the Committee find that CCI has now been 
developing its own consultancy services and is already acting as 
consultant for Royal Government of Bhutan Undertaking for their 
cement project and the Private consultant for its own Paonta and 
Mandhar Expansion projects were appointed by the Corporation in 
order to cope with the crash programme of development of cement 
industry, as it was considered difficult to recruit good experts within 
a short time available and also to keep the overheads low. Even 
though in view of the critical importance of cement in the present 
context of economic development, the Planning Commission has 
.also approved the idea of empl·oyment of competent and well ex-
perienced firm of consultants to design and construct the cement 
plants, the Committee feel that the need for private consultants 
would not have arisen if the Corporation had made a small begin-
ning in the early years of its existence for the development of its 
own expertise. The Committee would, however, like Government· 
to examine the question of the Corporation developing a consul-
tancy organisation of its own after taking into account, the exist-
ence of other consultancy organisations like NIDC, Engineers 
India Ltd., etc. (Para 6.68). 

Reply of Government 

It is understood that there is a s:ertain degree of specialisation 
in regard to consultancy work by N.I.D.C. & E.I.L. Keeping the 
above point in view Cement Corporation of Indfa has already made 
a beginning in the field of consultancy and is now the Consultants 
for the Royal Government of Bhutan for implementing a 300 
10nnes per day cement plant. It will however be appreciated that 
in view of its heavy commitments to put up a number ·of new plants, 
'the O.Jrporation's activities in the field of consultancy will be of a 
modest nature for the present. 
IMinistry of Industry and Civil Supplies, Department of Industrial 

Development O.M. No. 10-70/75-Cem. dated 6-4-76] 

Recommendation (Serial No. 59) 

The Committee find that the Project Estimates of Mandhar Ex-
-pansion and Paonta did not provide for any consultancy services 
and extra expenditure of Rs. 25 lakhs on the private consultants 
Tequired approval of Government. They were informed that the 
-consultancy work was awarded after coru .. ultation with Government 
and the Planning Commission and as the expenditure on this work 
-would be met from within the savings from these two projects, s~ 
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<cific Government approval was not considered necessary. During 
"evidence, the Secretary of the Ministry admitted that "it was quite 
valid that the Corporation should have sought Government's sanc-
'tion. Strictly technically the sanction should have been accorded 
~'l."ior to incurring the expenditure." 

The Committee need hardly stress that as this item was not al-
-ready covered by the estimates originally sanctioned and was in 
material deviation of the same, the specific approval of Government 
should have been obtained before the expenditure was incurred. 
"The Committee therefore recommend that at least now Government 
'should consider and accO'I"d the necessary sanction. (Para 6.69). 

Reply of Government 

As recommended by the Committee, the matter has been examin-
oed and formal approval for engaging consultants for the Mandhar 
(Expansion) and Paonta project, at a consultancy fee of Rs. 25 lakhs 
bas been issued on 27th March, 1976. 

[Ministry of Industry and Civil Supplies, Department of 
IndUStrial Development, O.M. No. 10-70j75-Cem, dated 

6-4-1976]. 

Recommendation (Serial No. 61) 

The Committee need hardly st'l'ess that revised estimate should 
not be treated as a mere routine exercise but as an instrument of 
financial control. (Para 7.16). 

Reply of Government 

Observations of the Committee have been duly noted for future 
guidance. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development, O.M. No. 10-70j75-Cem, dated 

6-4-1976]. 

Recommendation (Serial No.6!) 

The Committee regret to note that the sanction to the first revis-
~d estimates of Rs. 510.27 lakhs, though agreed to by the Minist'l'y of 
Finance, was not issued just because the Corporation was in the 
meantime reported to be re-assessing the total capital cost and think-
'tng of submitting the second revised estimates to the Govern-
ment for approval. They feel that estimates should be con-
-sidered by Government as soon as tl~se are received from the 
Corporation and the whple.exercise should be taken to the logical 

470 LS-.6. 



74 

end by issuing a formal sanction so that no one !'emains iil suspense' 
about the expenditure actually authorised and the Corporation is; 
not held liable for spending in excess of the sanctioned amount-
(Para 7.17). 

Reply of Government 

The observations of the Committee have been duly noted for 
future guidance. 

[Ministry of Industry and Civil Supplies, Department of' 
Industrial Qevelopment, O.M. No; 10:'70/75:Cem, dated 

0-4-1976J. 

Recommendation (Serial No. 63) 

The Committee also note that it was within the knowledge of the' 
Ministry that the expenditure on Kurkunta Project had exceeded" 
the approved estimates by the permissible limit of 10 per r:ent. They 
were informed that the facts of excess ·expenditure and first upward1 

revision of project estimates had been duly brought to the notice of 
Parliament, through the Supplementary Demands for Grants. The 
Committee are constrained to observe that in spite of the excess the-
Government have not brought to the notice of Parliament the effect 
of the excess on the cost of production and on the economics of the-
Project. The Committee expect Government to- bring these to the-
notice of Parliament without any further delay. (Para 7.18). 

Reply of Government 

The observations of the Committee have been noted carefully. 
The Cement Corporation of India has submitted on 31st January. 
1976, the final revised cost estimates (Rs. 689:62Iakhs) for the Kur--
kunta Project. These ll're being examined. 

[Ministry of Indu'itry and Civil Supplies, Department of" 
Industrial Development, O~M. No: 10~70/75-Cem, dated' 

6-4-1976]_ 

Comments of the- Committee-

Please see paragraphs 1.44 to 1.4ff of Chapter J of the Report. 

Recommendation (Serial Woo 6l)' 

The Committee note that as against' a- proviSion' of Ri;. 16.50 lakhs' 
bl the original sanction towards erectiOn cost- the:>adual expenditure 
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upto 31st March, 1973 amounted to Rs. 55.58 lakhs of which Rs. ]6.40 
lakhs was the expenditure on erection work got done on contract 
basis though originally it was proposed to be done departmentally 
and erection knowhow and Rs. 39.18 lakhs was spent on maintenance 
I()f establishment during construction. The Comtnittee also note that 
the DPR included a consolidated provision of Rs. 16.50 lakhs under 
erection cost and Government have also given their sanction accord-
ingly. The revised' estimates of February, 1971 however provided 
Rs.1 16.50 lakhs for erection cost and a sum of Rs. 22.86 lakhs fO'1' es-
tablishment expenditure during construction. According to the Cor-
poration, the provision in the DPR was grossly inadequate and ex-
cess over this sub-head would be met from the provision under "con-
tingen<;y". The Committee are of the opinion that this procedure 
is not regular. The Committee are not happy that even after the 
decision to get the work done through contractor, the establishment 
expenditure during construction has increased abnormally. The 
Committee would like Government to critically analyse the reasons 
for the excess over the provision made in the originally sanctioned 
estimates to see how far it is justified. (Pa'ra 7.2). 

Reply of Government 

The DPR was submitted in 1967. The rates adopted in the DPR 
were the prevailing rates for the time being in the region. The erec-
tion contract was awarded subsequently in 1971 during which period 
there was price rise. The establishment expenditure during con-
s~ction was on the high side in respect of Kurkunta Project be-
cause the construction period extended beyond the originally visua-
lised period. The observations of the Committee have been care-
fully noted {or guidance in dealing further with this and similar 
cases. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development, O.M. No. 10-70/75-Cem, dated 

6-4-1976]. 

Comments of the Committee 

Please see paragraphs 1.49 to 1.51 of Chapter I of the Report. 

s«ommendatiOll (S. No. 65) 

The Committee are also informed that the allocation of Head 
Office overheads was based on the assumption that 5 plants would 
be set up by the Corporation while the actual number was less. 
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The Committee fail to understand as to why the provision was not 
reduced when the capacity to be set up by CCI had been curtailed 
considerably and the cost of establishment was not regulated accord-
ingly. The Committee also note that the actual expenditure under 
'civil works' upto 31st March, 1973 had exceeded the revised esti-
mates of Rs. 177.68 lakhs by about 12 per cent. It has been stated 
that the increase is due to increase in actual quantity of civil engi-
neering works etc., as the quantity indicated in the tender was 
ad hoc. The Committee are surprhed as to how in the absence of 
detailed drawings and schedule of qu!!.ntities and technical estimates 
for the works could tenders be invited and contract finalised. The 
Committee would like that the reasons for the excesses should be 
examined critically to see how far the excess was justified, its effect 
()n the cost of production and economics of the project should also 
be brought to the notice of Parliament. (Para 7.28). 

Reply of Government 

The observations of the Committee have been noted carefully .. 
As recommended by the Committee, the reasons for the excess 
expenditure under 'Civil Works' at the Kurkunta project were 
analysed by the Cement Corporation. The analysis revealed that 
the excesses in civil works in Kurkunta can be divided broadly 
into following 7 major heads:-

Item 

I. Elfth work excavation . 

2. Providing ar.d laying cement cor: crete 1:4 :8 

3. C;:,ntroled R.C.C. Works 

4. Slip form shutterirg 

S. Structura' steel . 
6, Reenforcir.g Steel 

7. MisceUareou$ items 

TOTAL:- Rs. 

Excess in amoun 

(Rs. in alkhs) 

---------
2'08 

1'34 

4'S2 

9'06 

27'79 lakhs 

The main reasons for the increase in the cost of excavation was 
meeting of soft rock at a shallow depth and requiremen~ of founda-
tion sizes as per actual designs. The increase in cost due to use of 
Slip form of shuttering was as per the decision of the management 
to USe this form in place of ordinary form of work. The increase 
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in other items were mainly due to the actual design requirements 
vis-a-vis the provisions made in the estimate, which were made 
before getting the load data and wOI1king out the actual design of 
civil works. ' 

On the observations of the Committee, regarding inviting tenders 
and finalising contract in the absence of detailed dra.wings and 
schedule of quantities and technical estimates, it is submitted that 
if the management had waited for receipt of the entire l'Oad data 
and completion of civil designs before inviting the tenders, there 
would have besn considerable dela.y in the commencement of civil 
works and execution of the project involving n'Ot only postpone-
ment of production of this essential commodity but escalation in 
costs. In view of these circumstances and balancing the considera-
ti'Ons in regard to gathering all data in the first instance and early 
completion of the project, the work had to be a.warded on the basis 
of the available data only at a suitable point of time. 

As indicated in reply to recommendation No. 63 the eC'Onomics 
of the Kurkunta plant will be gone into as soon as the revised cost 
estimates for this project are received. 

[Ministry of Industry and Civil .supplies. Department of Industrial 
Development O.M. No. 10-70!7S.cem. Dated 6.4.761 

Comments of the Committee 

Please see for paragraphs 1.44 to 1.48 of Chapter I of the Report. 

Recommendation (S. No. 67) 

The Committee regret to note that there had been delays 
ranging from 10 to 21 months in the completion of civil works in 
the various departments. Although the Corporation extended time 
for completion of the work upto 30th November, 1969, subject to 
recovery of liquidated damages, no drastic action was taken .,.gainst 
the contractor in view of unsatisfactory position of supply of plant 
and machinery. It was felt that any forcible termination of the 
contract would have resulted in litigation and bI'Ought all the civil 
works to a stand-still. The Committee however find that at the 
close of 1969, the suppliers for plant and machinery accelerated the 
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pace of delivery of the machinery with the result that the contractor 
was very much behind schedule. The Management, therefore, 
decided that the contractor should be pennitted to use hydraulic 
shuttering in the construction of cement silos and chimney, subject 
to the condition that he would complete the work by September, 
1970 failing which he would be allowed rates only for 'Ordinary 
shuttering and a bank guarantee for Rs. 6 lakhs would be furnished 
for the civil works not completed according to the schedule. The 
Committee find that this proposal in-rolved an additional expen-
diture of Rs. 6.16 lakhs. In spite of the extensio.n of time a.nd facility 
of hydraulic shuttering, the Committee regret to observe that the 
contractor was not able to complete the work by 30th September, 
1970 although the management claimed that he had achieved the 
overall target for the completion of the work except in the case of 
chimneys, mill hoppers, coal and gypsum hopper and inter floors 
in Raw and Cement Mill. There were also difficulties in the supply 
of steel and unprecedented heavy rains when· the contractor was 
not allowed to start concreting. The oontractor was allowed be-
cause '::If his difficulties, hypothecation of his machinery of the 
market value of Rs. 5.4 lakhs in lieu of the bank guarantee though 
this proposal was not put up befo.re the Board for their approval. 
The Committee ate also infonned that the plant could n'Ot have been 
commissioned earlier up to clinkering stage even if the civil engi-
neering work could have been completed before September, 1970. 
The contrac;tor was therefore granted extension upto 30th Septem-
ber, 1971. It is regrettable that no periodical progress reports were 
obtained from the contractor. It was also stated that the use of 
steel sliding shuttering was approved by Board without any pro-
posal from the unit backed by technical considerations. It is sur-
prising that, inspite of these delays, no action was taken against 
the contractor and the contractor was allowed to hypothe~ate his 
machinery worth Rs. 5.4 lakhs. The Management have admitted 
that the matter was not placed before the Board and their prior 
approval was not ~btained. It was alsl) stated during evidence in 
this connection that 'at this stage it is difficult to clarify tha.t point'. 
It is also surprising that the mana~ment had not even verified the 
reasonableness 'Of the rates before allowing the contractor to under-
take hydraulic shuttering. It has been admitted by the manage-
ment that 'from the records it appears that no separate exercise was 
made to verify its reasonableness'. 

The committee take serious views of these lapses. They would 
like that the matter should be thoroughly investigated, responsi-
bility fixed and the Committee informed. (Paras 7.50 to 7.51). 
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Recommendation (S. No. 68) 

The Committee regret to note that, though the crane gantry 
:structure was completed by the civil contractors on 12th August, 
'1970 at a costo! Rs. 13 lakhs. during the operation of the stock 
'yard gantry in September, 1971, Viberations were observei and 
difficulty was experienced in the operation 'Of the crane. The rail 
alignment was also found to be incorrect and the crane wheels 
were rubbing against the rails at a number of places. According to 
"the civil consultants who inspected the structure, the viberations 
-were on account of crane gantry having be~n designed for a maxi-
mum wheel load of 26 tonnes, whereas the actual wheel load was 
much more. Moreover, the crane rails were not properly aligned 
by the suppliers of plant and machinery. In the absence of any 
data regarding surge and longitudinal f'Orce of the crane from the 
crane manufacturer's side. the structure was designed on the basis 
-of loS. Code. In actual operations, the figures were much higher. 

The Committee are surprised as to how in the face of these de-
fects the work done by the civil contractors was accepted at -all by 
Mis. Master Sa.the and Kothari, the civil consultants who were to 
supervise the work. The Committee are not sure whether any per-

-'formance guarantee of the crane was insisted upon before it was 
taken over. The Committee would like that this matter may be 
investigated and a repo.rt furn'ished. (Paras 7: 61 to 7: 62). 

Recommendation (S. No. 69) 

The Committee also note that the matter was referred to the 
'National Industrial Development Corporation for suggesting mea-
sures for reducing the viberations. According to the National 
Industrial Development Corporation, extra stTuctural wheel work 
involving a cost of about Rs. 5 lakhs would be required for carry-
ing about the stiffening measures. The N.I.D.C. quoted a lumpsum 
~f Rs. 97,000 for carrying out the remedial measures. When the 
matter was referred to the Board, it was decided that civil consul-
tants of Kurkunta project should be entrusted with the work of 
preparing detailed designs and drawings for the strengthening 
work and they should undertake the work on priority basis free of 
cost and furnish a guarantee for due performance of the crene 

-gantry. The Board also decided that the question of fixing responsi-
Dility lor the existing defects in the crane gantry sh'Ould be duly 
exam.inedby the C.P.D.O. and the Civil Engineering Adviser and a 
ioint report furnished to the Board. The Committee were informed 
-:that while most of the strengthening work was completed, the 
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erection of some of the structural steel which had been fe,bricated: 
C'Ould not be done due to stacking of material against ~e columns 
and it could be taken up as and when conditions permitted without 
causing interruptions to the running of the plant. 

It was also stated that the Joint report of the Civil Engineering 
Adviser and the Chief Project Development Officer could not be-
prepared as the Civil Engineering Adviser was repatriated to his 
parent department. The Committee fail to understand how the 
Civil Engineering Adviser was peI'mitted to go. back to his parent 
department without his having completed the enquiry. 

It is also surprising as to how in the absence of the report, the 
Board, which considered the matter, decided that it should not be-
possible to fix responsibility for under-designing the stock yard 
gantry. 

The Committee are also surprised that while the defects in the 
gantry came to notice in 1971, the de::ision to fix responsibility was· 
taken after a delay of almost two yeaTS. The Committee feel that 
because of the failure of the consultants, a defective crane gantry 
had to be accepted which has involved an extra expenditure of 
Rs. 5 lakhs to the Corporation. The Committee would therefore 
like that the entire matter should be thotoughly investigated with 
a vie\V to pinpOint the responsibility for the lapses and the Com-
mittee informed of the action taken. (PaT~.s 7.63 to 7.66). 

Reply of Government 

The recommendation Nos. 67,68 & 69 were considered at the 85th 
Board of Directors Meeting of the Cement Corporation of India, 
held on the 26th Deoember, 1975 and it was decided that a Com-
mittee may be constituted to ~ into the recommendations of the 
Committee and submit a report to the Boatd. 

[MtnistTy of Industry and Civil Supplies. Department d Industrial 
Development O.M. No. 10-70175-Com. Dated 6-4-76] 

Comments of the Committee please see paragraph 1.107 of 
ChapteT I of the Report. 

Reeommendation (S. No. 70) 

The· Committee regret to note that there were delays ranging 
from 10 months to 20 months in the supply of various items of 
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plant and equipment by the plant suppliers. Though the contract 
provided for payment of liquidated damages in case of delays by 
the plant suppliers no liquida.ted damages were leviable in case,.. 
among other things, the late delivery of a particular machine etc .• 
did not delay the Corporation's / erection programme. The Com-
mittee learn that the erection work in a number of cases was delay-
ed due to delay in the supply of machinery but no liquidated dam-
age, have been levied against the plant suppliers (who were also 
given the erection contract) for delayed supply of equipment even 
in those cases though the Corporation has not settled the final bills 
of the plant suppliers amounting to Rs. 12.29 lakhs. Besides. an 
additional sum of Rs. 7.67 lakhs payable to machinery suppliers has 
also been withheld by the Corporation. The Committee find that 
erection work was delayed by the plant suppliers in certain cases 
due to non-completion of civil foundations by the Corporation itself. 
However, no clear record of the dates on which erection work of 
the various units of the plant was actually completed was kept. 
The· Committee recommend that each case of delay in supply of 
plant and equipment and completion of civil foundations and erec-
tion work should be critically analysed so as to allocate the respon-
sibility in the matter between the plant suppliers and the contractor 
for civil works. The Cotnmittee also recommend that Government! 
Corporation should make sure that the withheld amount of Rs. 12.29 
lakhs would be adequate to cover damages recoverable on account 
of delays in supply of equipment, deficiencies in the manufacture 
of crane gantry structure and non-fulfilment of performance 
guarantee. (Para 7.75). 

Recommendation (S. No. 71) 

The Committee regret to note that apart from the delays in 
civil construction the trial runs of the plant and equipment revealed 
a number of defects and deficiencies in the equipment supplied by 
the plant suppliers which were attributed by the Works Manager-
of the project to "sub-standard quality of machinery supplied and 
design failure". 

The ComJriittee were informed that on 6th March, 1972, the plant 
supplier had agreed to remove the defects/deficien:ies within a 
period of 6 months, but as the suppliers failed to carry out the 
work as promised. the Corporation gave a period of 2 months from 
10th October, 1972 to the firm to complete the rectification work 
failing which, the supplier was told that the work would be got 
done through other agencies at his cost and risk. Even though the 
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'"Suppliers had agreed to .complete the rectification work within 
. 3 months from 16th October, 1972, the work had not been completed 
till April, 1974 and many of the defects are reported to be still 
unrectified. Consequently, the performance guarantee tests, as 

. stipulated in t.he agreement, are yet to be obtained. The Com-
mittee are further informed that the plant suppliers have given 

-performance tests for the cement mill, coal mill and packing plant 
but they have yet to give the performance tests for the crusher, 
kiln and power and fuel consumption. The Corporation is staeed 
to halVe withheld an amount of about Rs. 19 lakhs due to the sup-
pliers on various accounts and has stated that the question of im-
posing penalty on the plarrt suppliers for' defective plant and machi-
nery would be considered by the Corporation in terms of the con-
tract after the suppliers have given the performance test for all 
the units. The Committee find that the Corporation had not so 
faa- assessed the loss of production due to the defective supplies and 
the delays. The Committee recommend that the entire matter re-
garding supply of machinery, their erection, performance guarantee 
etc. shOuld be thoroughly investigated with a view to fixing res-
ponsibility and Committee informed of the action. (Paras 7.33 to 
'7.84). 

Recommendadtion (S. No. 72) 

The Committee were informed that the Action Committee on 
public enterprises appointed by the Government of India scrutinised 

'the working of the plants of the Corporation at Kurkunta and as 
the defects and deficiencies pointed out by the Act:<ln Committee have 
been rectified/are being rectified either by the Corporati'On or by 
the plant suppliers. it had not been considered necessary to appoint 
another Technical Committee to investigate the working of the 
plant. The Committee feel that the purpose of the Action Com-
mittee was not to decide whether the plant supplied was of sub-
standard quality and of bad design or not but to remove the defects 
and help the Corporation achieve higher production in the plant. 
In their opinion, an investigation is still called for to determine 
whether the plant and equipment supplied by the plant suppliers 
were of sub-standard quality and poor design and, if so, what action 
should be taken against the plant suppners in this regard. In the 
circumstances, the Committee do not agree that no investigation is 
called for. The Committee recommend that Government should 
appoint a Teohnical Comniittee to go 'into the working of the plant 

-with a view to identifying-Us ileSCiencies. (para 1.85). 
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Recommendation (S. No. '1'1) 

The Committee find that pending the completion of the narrow 
'gauge track the Corporation took up in January: 1971 the construc-
tion of a service road and completed it at a cost of Rs. 1.25 lakhs 
in July, 1972. Even after completion it was found unsuitable for 
plying dumpers for transportation of limestone boulders. Though 
:a decision was taken in September, 1972 to black top th~ surface 
and work was to be completed by November, 1972, the work has 
not so far 'been completed. The Committee regret to observe that 
when the crusher was put to trial run in May, 1971, neither the 
Railway Track nor the Service Road was ready by that time. Since 
Service Road was not found suitable on completion, the transporta-
tion of ' limestone was done by the contractors through private 
lands. As a result, the Corporation had to forego the rebate in 
rates '.)ffered by two contractors and had to allow an extra rate 
to the 3rd contractor. The Committee fail to understand why the 
Management could not implement the decision to black top the 
surface. As a result, the service road had not served its purpose 
and extra expenditure to the tune of Rs. 53,986 had to be incurred 
for transportation of limestone through the third contractor. The 
'Committee suggest that the matter may be investigated and respon-
:sibility for the lapses fixed. 

RecoJD.DJendation (S. No. '18) 

The Committee oote that the project was scheduled to be com-
pleted and commissioned by August, 1969. However, due to delay 
in completion of civil works, supply of plant and machillery and 

-erection theteof, the individual units were put to trial runs between 
. May, 1971 and April, 1972. A number of defects and deficiencies 
were noticed during trial runs. The Plant was deemed to have gone 
into commercial production from 1st October, 1972. The Committee 
regret to note that even after this, the performance was very un-
satisfactory. As against the rated capacity of 1 lakh tonnes, the 
actual productron from 1st October, 1972 to 31st :March, 1973 was 
·43,443 tonnes. During 1973-74 against the target of 1.25 lakh tannes, 
the production was only 1.10 lakh tonnes or 55 per cent of the 
installed capacity. The plant was expected to achieve 70 per cent 
'Of capacity during 1974-75. The non-achievement of capacity was 
:stated to be due ro-

(a) the gasp between primary crusher outlet and belt con-
veyor resulting in sever damage to the belt and lower 
output; 
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(b) performance of EOT crane being unsatisfactory due to, 
weak gantry; 

(c) total failure of slurry mixer basin drive mechanism due 
to defe:'1ive design and faulty equipment; 

(d) the chain system in the kiln being defective; 

(e) inadequacy of cooling arrangements for clinker; 

(f) defective clinker transport system through drag chain 
conveyor; and 

(g) frequent break-down of high pressure fine cold tan. 

As a result of these defects the actual output of the various 
sections has been less than the guaran~eed output. There were 
also frequent stoppages due to mechnical defects and other reasons. 
The Committee are informed that though rectification of some de-
fects had been done, the slurry mixer basin and chain system have 
not been rectified by the suppliers. Though, according to foreign 
collaborator ()f the Plant suppliers the chain system was in order, 
the CCI feels that this is not up to the mark. It has also been 
stated that the plant suppliers are yet to give performance guarantee 
for Crusher. Raw Mill, Kiln, Power and Fuel Consumption and the 
Corporation is with-h()lding more than Rs. 12 lakhs, and the sup-
pliers are bound to rectify the defects. The Committee are distres-
sed to find that there was already a delay of about 2 years in com-
missioning the plant and even after 21 years of the plant going 
into commercial production, the plant is not able to attain its 
rated capacity due mostly to mechanical defects. Although the 
Committee are assured that the suppliers of plant and machinery 
are yet to give performance guarantee and the Corporation is with-
holding more than Rs. 12 laldls, the fact remains that 5 years of 
valuable time has been lost and even then there has been under-
utilisation of capacity and consequential loss in production. The 
Committee recommend that an export Committee should go into 
the working of Kurkunta Plant, diagnose the ills and demarcate-
the responsibilities of the suppliers so that Corporation may be in a,-
poSltion to improve its performance and maximise production. 
(Para 7.120). 

Reply of GoveI1IIIlent 

As recommended by the Committee on Public Undertaking, the 
Government bas appointed a Technical Committee consisting of 
three experts to go into the question of supply of plant and machi-
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mery and related matters concerning the Kurkunta plNlt of the 
-Cement Corporation of India. Facts of the case and Government's 
·oecis.:on in these matters will be forwarded to the Lok Sabha Sectt . 
.after the Report of the Committee is received. 

[Ministry of Industry and Civil Supplies, Department of Industrial 
Development O.M. No. 10-70:75-Cem Dated 6-4-76] 

Comments of the Committee 

Please see paragraph 1.107 of Chapter I of the Report. 

Recommendation (S. No. 73) 

The Committee regret to note that though the DPR envisaged 
-mechanical operation of the quarry and accordingly equipments 
worth Rs 17.70 lakhs were purchased during the period June, 69 to 
August, 71, the initial development of the quarry was taken up in 
February, 1971 through the agency of piece-rate contractors and the 
mechanical operations commenced w.e.f. November. 1971. They ~re 
constrained to remark that the equipment purchased as early as 
June, 1969 was kept idle till November, 1971. They cannot but ex-
·press their displeasure at this lack of co-ordination and planning in 
the development of the quarry, purchase of equipment and com-
mencement of mechanical operation and hope that lessons will be 
learnt from this in future. (Para 7.103) 

Reply of Government 
The recommendati·.Jns of the Committee have been noted by the 

·Corporation. The Minhtry is also impressing upon the Corporation 
the need for scrupulously following the suggestions of the Commit-
tee. 

'[Ministry of Industry and Civil Supplies, Department of Industrial 
Development, O.M. No. 10-70!75-Cem. dated 6-4-76]. 

Recommendation (S. No. 74) 

The Committee also note that although in 1971-72 the cost of rais-
-ing limestone through mechanical ~perations was higher, the Cor-
poration has since examined the ·ecor.'.Jmics of quarry operations and 
-has come to the conclusion that under the present labour-wage struc-
ture and the cost of inputs, mechanical operations will be economical. 
They, however, regret to note that the per tonne rost of raising and 
transp.Jrtation of limestone in 1972-73 (Rs. 8.86) and 1973-74 (Rs. 8.48) 
was higher than the standard cmt prepared in March, 1974 (Rs. 8.08). 
'The Committee would like the Corporation to identify the deficien-
-cies and defects in the mechanical operations which account fur 
higher cost of raising and transporation of limestone and take suit-
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able remedial steps to bring the cost of mechanical opera.tion at least 
to the level of standard cost. (Para 7.104): 

Reply of Government 

The Committee's views have been carefully noted. In this con-
nection, we may submit that the entire raising of limestone in Kur· 
kunta Factory is being done Depar~'nentally by mechanised quarry-
ing. The standard costs fixed in March, 1974 was with reference to 
the cost of input and wages prevailing in December, 1973 and at 90 
per cent capacity utilisation. The Factory could not achieve a ~o
duction level of 90 per cent during 1973-74 and raising of limes1xme 
was also therefore lower. In view of the lower rai,ing of limestone. 
the cost of limestone was higher than the standard cost, which was 
fixed at 90 per cent capacity utilisation. 

The standard cost is now being revised and the standard cost of 
limestone work, out about Rs. 9.75 per tonne at 90 per cent capacity 
utilisation. 

Industrial Engineering Stud'es are being done by the Corpora-
tion to locate and elim:nate the deficienc:es, if any, and to reduce the 
cost wherever possible. 

[Ministry of Industry & Civil Supplies Deptt. of Industrial Develop-
ment, O.M. No. 10-70!75-Cem. dated 6-4-76]. 

Recommendation (S. No. 75) 

The Committee note that the DPR envisaged transporation of 
limestone from quarry to factory through 3.5 kms. long narrow gauge 
track and a sum of Rs. 1 lakh was deposited with Railways fur sup-
ply of rails. Since Railways could supply rails worth Rs. 25,564 till 
July, 1970 and thereafter further supplies were stOPped through a 
court order the Corporation decided in February, 1971 to award the-
work to the Railways and deposited Rs 4 lakhs with Railways in 
June, 1971. Although the work was completed in February, 1972, the 
final bill from Railways is still awaited. The Committee feel that 
the long delay of over 4 years could have been av~ided if the work 
had been entrusted to Railways from the beginning. (Para 7.104). 

Reply of Government 

1.'be railway track for the limestone transport from the quarry 
to Kurkunta factory was delayed due t>.l the fact that there was a 
court injunction in the sale of the N.G. Rails on the party on whom 
the Corporation had already placed orders. Hence the delay was· 
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unavoidable. However the point made b~ the Committee has been.1 
duly noted. 

[Ministry of Industry & Civil Supplies Deptt. of Industrial Develop-
ment O.M. No. 10-70175-Cem. dated 6-4-76]. 

Recommendatioll (S. No. 76) 

The Committee also note that the wagons for the transportation 
of limestone were received during the period from January to· 
October, 1970 and a hcomotive was purchased in February, 1972. 
But the wagons and the locomotive could not be put to use till 
November, 1972, due to the time taken in the completion of the nar--
row gauge track and thereafter on account of the non-registration 
of the boiler. Another loco was purchased on 15th December, 1972 
but it was registered on 23rd April, 1973. The Committee regret to 
note that there was no synchronisation in the C'Jmpletion of railway 
track, purchase of wagons and locomotives and the registration of 
the boilers with the result that the rolling stock had to remain idle' 
for a number of months. They w'Juld have liked the Corporation not 
to have proceeded with the construction of the railway track and· 
the procurement of the various items of roIling stock in such a 
haphazard and un-coordinated manner. (Para 7.106). 

Reply Same as 75. 

[Ministry of Industry & Civil Supplies Deptt. of Industrial Develop-
ment O.M. No. 10-70175-Cem. dated 6-4-76]. 

Recommendation (S. No. 79) 

The Committee note that the management expects to achieve 85 
per cent capacity utilisation at Kurkunta as has been fixed by the' 
Task Force of Government of India on Cement Industry provided 
power restrictions imposed by the Karnataka Electricity BJard are 
completely withdrawn and the Railways supply wagon5 for inward 
movement of coal and gypsum and for outward movement of cement 
and the naturual calamities like floods and drought do not hamper 

-cement producti·Jn. They feel that the availability of adequate 
number of wagons for the plant should not be very difficult if the' 
Corporation and the Department of Industry maintain a close and 
constant liaison with the railway authorities at the centre and in the 
region. The Committee would also like the Central Government 10 
take up the question of adequate power supply to Kurkunta plant 
with the State Government authorities and per5uade them to find· 
out ways and means of meeting the power requirement of the plant.. 
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'They would urge the Corporati'Jn to make all out concerted. efforts 
to achieve the target of 85 per cent utilisation of capacity in the 
-current year. (Para 7.121). 

Reply of Government 

"The observations of the Committee have been carefully noted. 
'The Corporation and the Ministry fully share the anxiety of the 
-Committee that capacity utilisation should reach a minimum of 85 
'per cent. Thanks to better coal supplies and transport facilities, the 
-production performance has shown substantial improvement. The 
following table will indicate the extent of improvement during the 
-past 3 months compared with the P9s~tion during the cx)rresponding 
period in 1974: 

1974 1975 

Inst!1l1ed Actual Capacity Installed Actual Capacity 
chpacity produc- utilisa- capacity produc- utiJi~.- , 

tion tior tion tion 
(Ill torr es ) % (In Torres) % 

----
'September 33,400 20,737 62'09 ?3.400 32,610 97'6 

'October " 24,388 73'00 " 22,510 67'4 

November " 15,492 46.38 " 33,490 100 

The need for maXimising capacity utilisation is being constantly 
impre!;sed upon the Corporation and every assistance is being extend-
-ed to the Corporation for this purpose". 

'IMinistry of Industry & Civil Supplies Deptt. of Industrial Develop-
ment O.M. No. 10-70175-Cem. dated 6-4-76]. 

~ommend8t.;on (S. No. SO) 

The Committee note that a Fea3ibility Report for setting up a 
·6000 tonnes per day plant at Bokajan (Assam) was prepared and 
.submitted by the Corporation to Government in January, 1968. 
Pending approval of the Feasibility Report, the Corporation prop:>sed 
·to the Government on 13th March, 1969 that it might be allowed to 
·take up further preliminary surveys so as to be in a position to take 
. up the preparation of Detailed Pl'.)ject Report (DPR) immediately 
,.on receipt of Government's approval for th~ projects, thus cutting 
shoct the time for the completion of the project On 19th March, 

..:1969, the Government accepted the proposal and in April 1969 they 
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-conveyed the approval ror the setting up of the Plant. In October, 
1969 the Corporation submitted the Detailed Project Report to the 
Government which was approved by the latter in May, 1971. The 
Committee regret to note that the Government took more than a year 
to accord its appmval to the Feasibility Report submitted by the 
Corporation and they took more than 16 months to approve the 
DPR. They feel that the time taken by the Government in either 
case was too long especially in view of the keenness of Planning 
Commission and the State Government t'o have another plant in up-
per Assam, in the deficit area. 

The Committee would like the Government to look into the whole 
system of according approval to feasibility report/DPR which was 
delayed 'in this case and which has also been delayed in many other 
cases that' have come to Cummittee's notice and take remedial mea· 
sures to ensure that such delays are avoided in the interest of the 
expeditious execution of the projects (Para 6.11). 

Reply of Government 

The Public Investment Board has been constituted precisely to 
avoid the delays of the nat'ure noticed in the Bokajan case and also 
to consider in depth viable alternatives at an early stage of the 
project history. 

[Ministry of Industry & Civil Supplies Deptt. of Industrial Develop-
ment O.M. No. ID-70175-Cem. dated 6-4-76]. 

Comments of the Committee 

Please see paragraphs 1.52 to 1.55 of Chapter I of the Report. 

Recommendation (S. No. 81) 

The Committee find that the DPR envisaged an investment of 
Rs. 1125.91 lakhs but the Government approved the project in May, 
1971 ror a capital outlay of R3. 1097.91 lakhs. The Committee find 
that the actual expenditure on headquarters over-heads has already 
-exceeded the provision made in the project report-and the sanction-
ed estimates by more than 10 per cent and the increase is reported 
to be due to lesser number of projects being unjer implementation 
as compared to the number originally envisaged. The Committee 
were also informed that the commitment against the aerial ropeway 
had also exceeded the amount envisaged in the DPR and this fact 
had been brought to the notice of the Government which had asked 
the Corporation to submit revised estimates for their approval indi-
470 LS-7 
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eating the exact amount for which Government sanction was requir-
ed. As the implications of the escalation clause are still not definite-
ly known pending installation and commissioning of the ropeway, the 
Corporat.on has not so far intimated the Government the exact ex-
penditure on this account. The Committee would like the Corpora-
tion to apprise the Government of the probable/actual excess both 
under Aerial Ropeway and on Headquarters overheads also and get 
the approval of Government thereto. They feel that the revised esti-
mates as required by the Government ought to have been prepared 
as early as possible and got approved by the Government before the 
actual expenditure exceeds the amounts sanctioned by the Govern-
ment under vari·.)us heads. (Para 8.12). 

Reply of Government 

Action is being taken on this recommendation. 

[Ministry of Indus~ry & Civil Supplies Deptt. of Industrial Develop-
ment, O.M. No. lO-70!75-Cem. dated 6-4-76]. 

Recommendation (S. No. 85) 

The Committee understand that Mis. A.C.C. have a contractual 
liability for delay in the supply of plant and machinery subject: to 
force majeure Cf'l:1ditiO:1 and the delay due to force majeure condi-
tion is being assessed by the Corporation. The Committee would 
like the Corporation to complete the assessment of delay due to 
force majeure condition quickly and consider' the quest'ion and quan-
tum of penalty to be levied on M/s. A.C.C. for the delay which is not 
due to force majeure condition, before settling their bills. (Para 8.27) 

Reply of Government 

The observations of the Committee have been noted and that the 
question of recovery/penalty will be carefully g'.)ne into by the Cor-
porat~on in the light of all the relevant circumstances. 

[Ministry of Industry & Civil Supplies Deptt. of Industrial Develop-
ment, O.M. No. 10-70!75-Cem. dated 6-4-76]_ 

Recommendation (S~rial No. 86) 

The Committee regret to note that for erection and commission-
ing of plant and machinery, though Mis. Associated Cement Com-
panies (A.C.C.) had submitted in September, 1969 their tender for 
Rs. 22.28 lakhs which amount was reduced to Rs. 21 lakhs in Novem-
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her, 1969 after negotiations, no action was taken by the Corporation 
to finalise the erection contract with MIs. A.C.C. along with that of 
supply of plant and machinery. In September, 1972, the Corpora-
tjon approached Mis. A.C.C. for undertaking the erection work but 
they declined to accept the work unless a revised price of Rs .• 40 
lakhs was accepted. The Corporation did not accept the revised 
pl'ice. The Committee were informed that Mis. A.C.C.'s original 
ofter for erection at Rs. 21.00 lakhs was accepted by the Corporation 
aud in that connection it had sent the draft agreement also. The 
Corporation· wanted to club both the supply and erection together 
due to difficulties of sales tax etc. but, later on Mis. A.C.C. did not 
Wtmt to accept the erection contract and is reported to have adopted 
delay tactics and avoided taking up the erection job. The Commit-
tee have not been able to undeorstand why Mis. A.C.C. after tender-
ing for the erection work and negotiating a reduced price of Rs. 21 
lakhs in November, 1969, backed out and if actually they had backed 
out in 1969, why the Corporation waited till 1972 and approached 
them again in 1972. 

The Committee note that the Corporation for further invitatkm 
of tenders and negotiation with Mis. Western India Erectors had 
finalised on 15th November, 1973, a contract for erection for Rs. 25 
lakhs. In addition on 17th March, 1974, the A.C.C. was engaged for 
supervis~~)n of the erection work being undertaken by Mis. Western 
India Erector;;. The incidence of the cost as estimated by the manage-
ment is stated to be of the order of Rs. 3.06 lakhs. It .bas been stated 
that a suitable provision would be made in the contract with Western 
India Erectors to provide for supervision of the erection by A.C.C. 
TIle Committee are informed that this arrangement was necessary 
to bind the A.C.C. to give the performance guarantee of different 
sections of the plant under the agreement with them and the inci-
dence of such a provision would be borne by the Corporation. Al-
though the Corporation estimated the incidence of supervision at 
rupees 3.06 lakhs based on certain terms and conditions, it has been 
stated that the expenditure is likely to increase as the conditions 
have changed. The Committee are not sure whether the dual sys-
tem of supply and erection by two different agencies would serve 
the best interest of the Corporation and will not result in any delay. 
The Committee feel that it would have been advantageous for the 
Corporation to have the supply and erection of the plant and machi-
nery done through the same contractor in the overall interest of 
coordination and fixing of responsibility for the entire work instead 
of through the different contractors. The Committee regret to 
observe that because of the initial failure on the part of the Corpo-
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ration to finalise the erection contract in November, 1969 it had to 
go in for this du8I arrangement which has resulted in an extra ex-
penditure of RB. 4 lakhs with an additional uncertain liability for 
supervision charges. The Committee would like Government to 
1nv~tigate the matter and Communicate their findings. (Paras 8.41 
to 8.42). 

Reply of Government 

The observations of the Committee have been noted carefully. 
As recommended by the Committee, the matters referred into in re-
commendation No. 86 were examined by this Ministry in consulta-
tion with the Cement Corporation of India. As the matters are of a 
technical natU'l'e, and need to be probed in some detail in the light 
of the observations of the Committee, a Two Men Committee has 
been appointed to examine this. The Committee's Report is awaited. 
The findings of the Committee and the Government's decision there-
on will be communicated as early as possible. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development, O.M. No. 1 0-70,' 75-Cem. dated 

6-4-1976]. 

Comments of the Committee 

Please see paragraph 1.107 of Chapter I of the Report. 

Recommendation (Serial Net. 87) 

The Committee note as against the provision of Rs. 200 lakhs in 
the DPR for installation of an aerial 'l'Opeway the Corporation invit-
ed tenders in August, 1969 for a: turn-key project. Although eight 
tenders were received in October, 1969, all of them had been rejected 
for one reaSOn or the other. Tenders were therefore re-invited and 
revised offers were received in October, 1971. The negotiating com-
mittee recommended the offier of MIs. Usha Breco which was Rs. 207 
lakhs with DGS&D escalation clause or a fixed price of Rs. 219.5 
lakhs. The Government to )Vhom the matter was referred in De-
cember, 1971 decided on 23rd February, 1972 that the order may be 
placed on Mis. Jessops at a cost of Rs. 227.70 lakhs with escalation. 
It has been stated that the Corporation placed the order in March, 
1972 for Rs. 227.70 lakhs on MIs. Jessops. Although the Committee 
appreciate the idea of placing the order o~ MIs. Jessops. which is 
I\ow a Government Company, the Committee cannot but express 
their regret that there had been a delay of about 3 years in placing 
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the orde1. The Committee are not sure a·bout the financial implica-
tions ~f the escalation before the advantage of placing the order with 
MIS. Jessops could be assessed as prima facie there has been an extra 
cost of Rs. 8 lakhs over the finn offer of Mis. U sha Breco and the 
excess will be more if the effect of escalation clause is taken into 
account. (Para 8.53). 

Reply of Government 

The observations of the Committee have been carefully noted. 
The circumstances leading to the delay in placing orders with MIs. 
Jessops have been recorded by the Committee itself. The matter is 
being. pursued vigorously now. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial DeVelopment, O.M. No. 10-70j75-Cem. dated 

6-4-1976]. 

Recommendation (Serial No. 88) 

The Committee note that though the lowest offer of Mjs. Gannon 
Dunkerley and Company for the construction of plant structure was 
for Rs. 161.20 lakhs the value of the contract as finalised in August, 
1971 was B.s. 162.33 lakhs. The Committee do not understand as to 
why the final contract was in excess of the original offer by over a 
lakh of rupees. Though in terms of the agreement, the entire work 
was to be completed by 4th August, 1973. 85 per cent of the work 
is reported to have been completed upto 31st December, 1974, the 
date upto which the contractor has been granted extension. The 
Committee are informed that the factory foundation and structures 
are likely to be completed by June, 1975. The Committee regret to 
note the delay of nearly two years in construction work Ol plant 
structm'e. They would like the Corporation to assess the effect of 
the delay in constructi'on work on the erection of plant and machi-
nery and to determine the liability of the constructcrs for the delay 
before finally setting their bills. (Para 8.57). 

Reply of Government 

As recommended, the Corporation is investlgating into this matter. 

[Ministry of Industry and Civil Supplies, Department of 
Industrial Development, O.M. No. 10-70j75-Cem. dated 

6-4-1976]. 
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Comments of the Committee 

Please see paragraph 1.107 of Chapter I of the Report. 

Recommendation (Serial No. 89) 

The Committee note that the Board of Directors decided on 23rd 
.January, 1971 that in case Government approved the DPR for Boka-
jan Plant or approved awarding of construction work in anticipation 
of the sanction of DPR, the Corporation might accept the lowest ten-
der of Shri 80han Singh for construction of the residential and other 
buildings. At the meeting of the Board held on 15th March, 1971, it 
was confirmed that the brief on the subject considered by the Board 
on 23rd January, 1971 "had the concurrence of the Financial Adviser 
and Chief Accounts Officer (FA & CAO) though the same had not 
been specifically indicated in the brief". But in the subsequent meet-
ing of the Board held on 16th June, 1971, the Managing Director 
clarified that when he mentioned about the concu!'rence of FA & 
CAO, that he had in mind was that all the tenders had been examin-
ed by the financial wing of the Corporation and the note of FA & 
CAO had been considered by him before putting up the recommen-
dation to the Board. At that meeting (on 16-6-1971), the Managing 
Director had informed the Board that as per decision of the Board he 
had accepted the tender on receipt of sanction of the Government to 
the DPR and according to the recommendations 0f the Civii Engin-
eering Adviser but that, as a measure of precaution he had asked the 
contractor to undertake only 50 per cent of the work in the first 
phase, the cost of the total work being Rs. 60 lakhs. The Committee 
were informed that the FA & CAO had expressed some doubt about 
the contractor's capability to perfonn the contract and the Managing 
Director should have placed the views of the FA & CAO before the 
Board. They were told that on receiving the comments of the FA & 
CAO the Managing Director entrusted the civil Engineering Adviser 
with the job of making enquiries about the past performance and 
financial resources of Shri Sohan Singh. The Civil Engineering 
Adviser reported on 4th June, 1971 that the cOntractor was quite 
capable of performing of the work in question and on the basis of 
the note submitted by the Civil Engineering Adviser on 4th June, 
1971 that the tender was accepted by the Managing Director on the 
same date without consulting the FA & CAO further. At its meeting 
held on the 4th September, 1971, the Board felt that the tender should 
not have been accepted QO 4th June, 1971 i.e. 12 days before 43rd 
meeting of the Board which was scheduled to meet 011 16th June, 
1971. The Committee are constrained to remark that the procedure 
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followed by the Managing Director in dealing with this tender has 
been, to say the least, strange throughout. There a'l'e a number of 
points which if not fully investigated will leave a lingering suspicion 
about the fairness of the whole affair e.g. why the doubts expressed 
'by the FA-& CAO about the competence of the contractors were not 
brought to the notice of the Board at its. meeting held on 23rd Janu-
ar.f, 1971, at which the original brief was submitted by the Managing 
Director recommending the award of work to Shri Sohan Singh; 
why the brief put up at that meeting did not contain a comparative 
'Statement giving merits of various tenders; why an erroneous state-
ment was made at the Board's meeting held on 15th March, 1971 
that the brief submitted by the Managing Director had the concur-
renc~ of the FA & CAO, why the comments of the FA & CAO were 
not brought to the notice of the Boa'l'd even at its meeting held on 
15th March, 1971 or at the next meeting held on 16th June, 1971 at 
which the Board was asked to approve the award of contract, why 
the FA & CAO was not consulted again after the receipt of the note 
of the Civil Engineering Adviser about the competence of the con-
tractor and before the acceptance of tender on 4th June, 1971 by 
the Managing Director; and why undue haste was shown by Manag-
ing Director in accepting the tender on 4th June, 1971 when the 
"Board was scheduled to meet on 16th June, 1971. In the context of 
the other circumstances of the case the Committee cannot but also 
take notice of the speed with which the enquiry was conducted by 
the Civil Engineering Adviser who joined towards the end of April, 
1971, visited Bokajan in May, 1971, and gave a favourable report to 
the Managing Director on 4th June, 1971. The Committee strongly 
feel that in order to clear the ai'l', a thorough and independent en-
quiry should be held into all the aspects of this case and results of 
the enquiry communicated to the Committee. (Para 8.79). 

Reply of Government 

The matters referred in this recommendation were examined in 
detail by this Ministry. The Central Bureau of Investigation went 
into these and certain other complaints against the then Managing 
Director and came to the conclusion that while there was a suspicion 
about the manner in which Shri K. N. Misra, the then Managing 
Director had handled the matters concerning award of contract to 
Sardar Sahan Singh, it was not considered feasible to proceed against 
Sbri Misra, except to relieve him of his post. The CBI was also of 
'the view that open enquiries against Shri Misra would not servp. an" 
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useful purpose. Extracts from the CBI report are reproduced 
below:-

"Para 33: Shri K. N. Misra misrepresented to tbe Bon of Direc-
tors of Cement Corporation of India in their 41st Meeting, held on 
23rd January, 1971 and suppressed the report of FA & CAO regard-
ing award of Contract for' Civil Works at Bokajan, Assam in favour 
of contractor S. Sohan Singb. 

Para 37: It might be mentioned that though the above stated alle-
gations have been substantiated, but open enquiries "by CBI would 
not serve any useful purpose. This is' because of the reasons that 
all the decisions contained in the allegations were got approved by 
the Board of Directors. It would, therefo.re, not be possible to hold 
Shrl K. N. Misra alone responsible for these decisions. 

PIJ.f'a 40: In view of the above stated reasons, it is therefore, felt 
that open enquiries into these allegatiOns are not likely to prove 
useful. But there seems to be re8SQIlable suspicion that this officer's 
integrity is doubtful and so Miriistry may take some administrative , 
action against him like retiring him compulsorily." 

In the first instance (June 1972) it was decided that the tenure 
of the officer should not be extended. The report of the CBI was 
received on 15-11-72 and the officer was relieved of his duties on 
21.11-72. The Central V'.igilance Commission, whQ were consulted 
in the matter. also felt in May 1973 that the case be closed. 

Under all these circumstances further enquiry at this stage is 
not likely to serve any purpose. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development O.M. No. 10-70/75-Cem. Dated 6-4.76]. 

Recommendation (Serial No. 90) 
The Committee note that the Phase-I of the work which was 

required to be completed by 4th June, 1972 was completed by 30th 
September, 1972. As regards Phase-II, which was scheduled to be 
completed by 15th July, 1974, the contractor had completed work of 
the value of Rs. 28.40 lakhs by 30th September, 1974, out of the ten-
dered value of Rs. 35 lakbs. They were told that the BQkajan Site 
Office had recommended extension upto 15th January, 1975 and 
had intimated that there was no valid reason for levy of liqUidated 
damages as the delay in execution was partly due to delay in supply 
of drawings and materials by the Corporation. The Committee 
would like the Corporation to examine the question of delay inde-
pendently with a view to fixing responsibility and also the liability 
of the contractor. (Para 8.80). 
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Reply of Govemmeat 

As recommended, the question of delay is being examined. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development O.M. No. 10-70/75-Cem. Dated 6-4-76]. 

Comments of the Committee Please see paragraph 1.107 of chap-
ter I of t~ Repo,rt. 

Recommendation (S. No. 91) 

The Committee note that after the completion of the limestone' 
investigations by the Geological Survey of India at Rajban 
(paonta)-Himachal Pradesh, a Feasibility RePQrt for the setting 
up of a 600 tonnes per day dry process cement plant at Rajban was 
prepared and submitted to the Government on 6th August, 1968. 
When the Feasibility Report was under consideration, Government 
asked the Corporation to exam1ine the scheme in the light of de-
control on distributi~ of cement w.e.f. November, 1970. The 
matter remained under consideration and the Detailed Project Re-
port was prepared and submitted to Government in February, 1970. 
While the DPR was under the consideration of Government, the 
Ministry desired in F~bruary, 1971 that the proposed projects at 
Paonta and Baruwala (Dehra Dun) may be combined into one with 
separate kilns and that the economic viability Iprofitability of the 
integrated project should be got examined in detail by an indepen-
dent specialised agency, MIs Holtec Engineers Pvt. Ltd. who had 
offered their services free of cost (excluding TA & DA). However, 
Government approved the DPR on Paonta in May, 1971. In Decem-
ber, 1971 Holtec recommended an integrated plant a1; Dehra Dun 
with separate kilns for the two projects. The Corporation did not 
accept the recommendations of MIs Holtec and communicated its 
rejection to the Government in January, 72. In March, 1972, Crl>v-
ernment allowed the Corporation to proceed with the installation 
of a 600 tonnes per day plant at the site originally selected, namely, 
Raj ban, for w1llch the Government had already in May, 1971 given 
their approval to the DPR on the consideration that the criteria 
Qf viability could not be applied to this project as it was essential 
to promote the development of industry in a relatively backward 
area. The Committee see no reasons as to why when the DPR was 
prepared after examining the economic standpoint as desired by 
Government in April, 1967 Government should have asked the Cor-
poration in February, 1971 for cQIlSideration of the integration of 
the two projects when it was clearly mOWn that the criteria of 
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economIc viability would not be applicable to a deficit area project. 
The Committee regret to note that it has taken a period of 4~ years 
-from the date oJ. completion of limestone investigations to clear the 
project for implementation, a delay which in the opinion of the 
Committee could have been avoided. The representative of the 
Ministry adm'ltted during evidence that "we should have expedited 
it". The Committee cannot but express their displeasure at the 
inordinate delay on the part of the Corporation to prepare the DPR 
and of Government in according approval to the project. It is sur-
prising that even after communicating the sanction to DPR in May, 
1971, it was only in March, 1972 that Government allowed the Cor-
1'0ratiQtl to proceed with the project. The Committee see no reason 
for this delay of 10 months. The Committee expect that SUCD delays 
will be avoided in future as they have a bearing on the capital cost 
end the profitability of the project. (Para 9.13). 

Recommendation (S. No. 92) 
The Committee find that the DPR of the Paonta Project envisag-

ing an expenditure of Rs. 761.30 lakhs for a 600 tonnes per day 
plant was revised upwards to Rs. 1178 lakhs on receipt of tenders for 
the plant and equipment in January, 1972. The Board made alterna-
tive proposal to the Government in September 1972 for the setting 
up a 750 tonnes per day plant at a cost of Rs. 1326 lakhs after con-
.sidering the comparative cost/profitability but the Government sanc-
tioned the revised cost estimates of Rs. 1178 lakhs for a 600 tonnes 
per day plant in April, 1973. The Committee note that due to the 
changes in the proposal from time to time, the project which was 
oI'iginally scheduled to be commissioned on 1st October, 1976, is 
now expected to. be commissioned in February, 1977. 

The Committee were informed that even though tenders for the 
supply of plant and machinery were invited in September, 1971 and 
a negotiating Committee to negotiate the technical details, price, 
.etc. with the tenderers was appointed in January, 1972, the orders 
for the ma!in plant and machinery were placed in August, 1973 in 
view of the fact that the Government's sanction for the revised cost 
.estimates was received only on 7th April, 11"-3. They feel that even 
if the Corporation could not place orders before receiving the Gov-
ernment's sanction, the delay of over 4 months in placing the orders 
after the receipt of Government's sanction remains unexplained and 
could have been avoided if prel'iminary action to scrutinise the 
tenders and hold the negotiations with the tenderers had been com-
pleted by the Corporation in anticipation of the receipt of Govern-
ment's sanction. The Committee find that the ordering for bought 
.out items is yet no.t complete. They feel that such delays, though 
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short in each case, have a cumulative effect and add up to long 
periods of delay m the final commissioning of the plant which has 
a far reaching effect on the profitability of the project. The Com-
mittee cannot but express their unhappiness at the delay of over 
4 months on the part of the Corporation in placing the orders for 
plant and machinery and at not finalising the orders for bought out 
items so far. (Paras 9.26 to 9.27). 

lteply of Government 

The observations of the Committee have been noted carefully. 
with a, view to avoici'ing such delays in future. It is respectfully 
submitted to the Committee that considerable progress was in fact 
made in preparatory work for the project like acquisition of land, 
inviting tenders for plant and machinery, having approach roads 
to Paonta, constructed by the Haryana and Himachal Pradesh 
authorit~es, arranging for the supply of power, civil construction 
work, water supply etc., during the period in question. The alter-
native proposal had to be examined as, on the face of it, it had some 
merits. More detailed examination, which necessarily took f-ome 
time, disclosed that there would be advantages in proceeding w~th 
the Paonta project as originally conceived. 

The Corporation was not su,re as to when exactly the Govern-
ment's sanction would be received. It is common knowledge that 
during the year 1973 the country was facing inflationary tendency. 
As it would not have been possible to complete the negotiations and 
hold on to the terms and conditions valid without knowing the time 
limit, the negotiations had to be conducted and were conducted ex-
peditiously after receipt of the Government's sanction. In any 
case the work had been completed in just 4 months. The orders for 
bought out i·tems involved considerable amount of work including 
collection of information from various agencies. These are being 
done item-wise and the work on this will be completed to suit the 
erection requirement. 

The Corporation and the Ministry have nevertheless taken care-
ful note of the observations of the Committee of the need to finalise 
all such proposals with the utmost expedition. 

{Ministry of Industry and Civil Supplies, Department of Indus-
trial Development OM. No. 10-70/75-Cem. Dated 6-4-76]. 
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BecommeDllatiOD (S. N. 93) 

The Committee note that notice inviting tenders for civil works 
relating to plant structures and machinery foundation has already 
been issued. They would like the Corporation to finalise the orders 
for civil works as early as possible and 'iDclude in the contract a 
detailed schedule for the completion of various items of civil works 
in juxtaposition with the scheduled dates of supply of the various: 
items o.f. plaIllt and equipment and take all possible steps right from 
the begimting to ensure that neither the execution of civil works 
nor the supply of plant and equipment is in any way delayed. (Para 
9.28). 

Reply of Govenunent 

'The work relating to plant structures and machinery founda-
tions has been awarded to M./s H.S.C.L. The contract agreement 
is being drawn out. A schedule for execution of civil works to 
suit the machinery supply and erection programme will be included· 
in the contract'. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development O.M. No. 10-70/75-Cem. Dated 6-4-76]. 

RecommendatiOn (S. No. 95) 

The Committee note that, anticipating that Mandhar Plant would 
go into production in October, 1969, the Corporation created the 
post of a Marketing Advisor to advise the Corporation on the pat-
tern of the marketing organisation. The incumbent joined on 21st 
October, 1969 though the Mandbar Plant was formally commissioned 
9 months later on 19th July, 1970. The Committee find that the 
staff strength (including officers both in Units and Branch Offices) 
was 29 on 31-3-1972, 38 on 31-3-1973 and 37 on 31-3-1974 and the 
expenditure on the organisation rose from Rs. 3.11 lakhs in 1971-72 
to Rs. 4 lakhs in 1973-74. The Committee were informed that the 
marketing organisation at Headquarters and the factories are in 
charge of the entire sales and other related matters. According to 
the Corporation, the Marketing Organisations essential to see that 
provisions of Cement Control Order were complied with and distri-
bution was fair in all areas. The Corporation's marketing division 
is stated to be a small one as compared to any other factory of the 
same capacity. The Committee however find that the organisation 
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at Headquarters consists of a Marketing Adviser assisted by a Sales 
lOffi.cer and supporting staff. The CommH:tee feel that as the two 
plants at present in production are separated by a great distance 
and each will behaving its own marketing problems, they recommend 
that the marketing organisation may be decentralised and except for 
policy issues including compliance with the provision of Cement 
Control order and inter-plant coordination, all other matters should 
be left to be dealt with at the plant level. This will also enable the 
Corporation to judge the interse efficiency of the marketing orga-
nisations of the plants. The Committee also recommend that the 
marketing organisation at Headquarters should be compact and be 
such as may be necessary. to deal with all policy matters connected 
with sal~ of the individual units. The Committee also suggest 
that Government should review the necessity for the post of high 
powered Marketing Adviser at Headquarters. The Committee also 
recommend that the Corporation should keep a strict eye on the 
staff strength of the marketing organisation and see that it does not 
-expand unnecessarily unrelated to the volume of the business of 
each plant and the Corporation as a whole. (Para 10.14). 

Reply of Government 

The recommendations of the Committee have ~n noted care-
fully. The marketing organisation of the Corporation has been 
decentralised to a certain extent. Some of the measures taken in 
this direction by the Corporation are: 

(i) The factories have been advised to receive all orders at 
the works and execute the same; attend to correspondence, 
complaints, payments etc., of the stockists. The rate con-
tract and outside rate contract authorisations will be re-
ceived and executed by the factories; 

(ii) The Managers of the works have been authorised to 
appoint stockists direct upto a certain exten~; and 

(iii) The factories have been authorised to take up indepen-
dent sales promotion work. 

We also share and appreciate the anxiety of the Committee that 
·the head office overheads should not affect the profitability of the 
. Corporation. This consideration will be carefully kept in view. 

In modern business management as the Committee will no doubt 
appreciate marketing is a specialised technique and occupies a very 
~important role in every organisation. This is true even whet"e the 
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product, as in the caSe of cement happens to be in short supply. 
The top marketing executive in a Corporation has to promote and 
sustain a high level liaison with consumers on the one hand and 
with Govt., agencies on the ot1;ler. In this broad sense his job 15 
not merely selling as such but it also involves a number of other 
matters such as appointment of stockists, evaluation of their per-
formance, attending to complaints from consumers, economising on 
expenses. The Cement Corporation has an over-all responsibility 
for distribution in respect of production from different factories 
under its ownership. The product of different factories may have 
to be sold to the same stockists, as the marketing zones are likely 
Ito overlap in many areas and as such the marketing problems will 
have to be dealt with as per the centralised policy of the Corpora-
tion which can only be done by a sufficiently strong organisation at 
Head Office. As the number of factorIes of Cement Corporation that 
will be coming into production is bound to increase in the coming 
years and as there will be about 7 units of the Corporation with 
2.18 million tonnes production capacity by the end of the fifth plan 
period, there are strong grounds for the Corporation td keep a ~ar-~ 
keting organisation with a top executive as its chief as it exists today 
in many of the multi-unit companies in the private sect.or. We 
might further add that the staff Inspection unit of the Ministry of 
Finance, who conducted the staffing study of the Head Qtrs. of the 
Cement Corporation also agreed to the continuance of the post of 
marketing Adviser in the existing scale. However, as recommended 
by the Committee the Corpn., is being advised to keep a strict eye-
on the staff strength of marketing organisation and see that it does 
not expand out of proportion. 

Recommendation (S. No. 96) 
The Committee note that Corporation appQinted 4 regional whole-

sale dealers in 1970 for the sale of Mandhar Plant Cement and 
agreed to pay token commission at the 'rate of Rs. 1.25 per tonne 
which is the rate allowed by the Governmept in calculating the 
controlled price of cement. The agreement with the distributors 
was renewed for a further period of five years with effect from 
July, 1972. Out of the four regional distributors, the agreemt!nt 
with two of them laid down that security deposi~s of stockists were-
to be collected and held by them and in the case of the other 
two distributors, the security was to be collected and held by the 
Co.rporation. As a result of these agreements, the former two ciis-
,tributors retained the security deposits worth Rs. 11 lakhs and when 
subsP.quelltly the Corporation tried to persuade them to allow the 
Corporation to hold the security deposits, they did not agree on the 
plea that they had bigger areas to cover involving large number of' 
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stockists and heavier risks, particularly as they were indemnify-
ing .the Corporation for any losses. The Committee do not appr~ 
ciate the rationale of treating the distributors differently and 
allowlng two of them the advantage of holding security deposits and 
denying the same advantage to the. other two. They feel that this 
was an initial mistake which should have been avoided. They note 
that the services of the regional distributors were terminated w.e.f· 
1-12>-1973 under the directive from the Ministry of Industrial Deve-
lopment and· the stockists were brought under the d~rect control of 
the Corporation. (Para 10.39). 

Reply of Govemment 

The observattions of the Committee have been noted. 

[Ministry of Industry and Civil Supplies, Department of Indus,;... 
trial Development O.M. No. 10-70/75-Cem. Dated 17-4-76]_ 

Recommendation (S. No. 98) 

The Committee were informed that complaints were receiyed 
fr<¥ll certain Members of Parliament alleging that the cement ::naqu-
facturers wanted their own men as dealers and distributors and in 
collusion with them higher prices for cement were charged. The 
Ministry examined the matter to see how far it would be possible-
to take up the wholesale distribution of cement through public sector 
agencies and in particular, to mart with, whether the cement pro-
duced by the CorporatiQll can be distributed through the Corpora-
fion itself. Having come to the conclusion that it was feasi-ble to 
do so, a directive in this regard was issued by the Ministry to the 
Corporation. The .committee note that in pursuance of the directive-
issued by the Ministry of Industrial Development, the COJ"poration 
terminated the agreements with the regional distributors and stock-
ists with effect from 1-12-1973 and appointed stockists afresh under 
its direct control thereby avoiding payment of selling agency com-
mission at the rate of Rs. 1.25 per tonne to the distributors and 
also saved expenditure QIl the maintenance of branches. 

The Committee consider that the new distribution arrangement 
under which the middlemen have been eliminated and the Corpora-
tion itself is required to undertake the distribution through a net 
work of dealers appointed by it directly is a step in the right direc-
tion. In the opinion of the Committee such a step could and should 
have been taken much earlier. 
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The Committee further note that the Corporation claims to be 
trying to distribute cement as evenly as possible to all the stockists 
and feed them to the maximum extent possible. The Corporation 
is stated to be making surveys and checking the stockists record, 
.etc., to keep a watch over the possible malpractices. The Com-
mittee cannot too strongly emphasize the importance of streamlin-
ing distribution of cement and eliminating hoard.i.Pg, adulteration, 
black-marketing and profiteering in the sale of cement. The com-
mon man will judge the Corporation not so much by its production 
performance as by its distribution system. The Committee feel 
that the Corporation should spare no -efforts to ensure that good 
,quality cement is easily available to the needy persons at the con-
trolled price in rural areas no less than in urban areas. (Paras 10.42 
-to 10.44). 

Reply of GOVeJ'nment 

The recommendations of the Committee have been noted. Stock-
jsts have already been appointed in the rural areas as well. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development O.M. No. 10-70/75-Cem. Dated 6-4-76]. 

RecoDlD1endation (S. No. 100) 

The Committee note that reports of underweight cement bags 
:.and unsatisfactory quality of cement have occasionally been brought 
to the notice of Government. They learn that the Cement Research 
lnstitute has prepared experimental bags to prevnt loss of cement 
from the bags due to seepage and possible admission of moisture 
from the atmosphere leading to deterioration in the quality of 
-cement and national loss of this basic and much needed construction 
material. The Government of India have issued instructions to the 
-cement Manufacturers Association, all the cement producers and to 
the State Governments to ensure that the weight of cement in a 
bag should not be less than 50 kgs. The State Governments have 
-also been asked to issue instructions to their Weights and Measures 
Departments to carry out periodical randum checks of the cement 
bags received at different stations to find out whether the cement bags 
-conform to the prescribed standards and to take suitable action 
against defaulters. 

Despite the instructions issued by Govt .• it is a matter of commGD 
1tnowledge that as the gunny bags packed with cement pass through 
1.he varJous loading and unloading operations after leaving the plant. 
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~ey lose some quantity of cement by way of seepage in eaoh su& 
-operation and the bags also get torn in this process bec8llS8 of" the 
-very nature and quality of texture of the gunny bags, and- by. the 
'time they reach the consumer many, if not most; of the bags are 
under-weight and the consumers by and large being too needy and 
helpless cannot do anything but accept the under-weight bags. The 

-Committee regret that, even though this- is an age old problem; the 
'cement manufacturers have not done anything concrete so far to 
devise a foolproof method of packing cement. The fate of experi-
mental bags made by the Cement Research Institute is, also net 

-known. The Committee urge that the Government should give a 
'thought to this question seriously and examine how tar the experi-
mental bags made by the Cement Research Institute would be ad-
vantageous. Govt., DIB.Y also consider the feasibility of using ba8I 
lined with polythine for packin,g cement as is being done in the case 
"of fertilizers and alao lay. down, speci1}cations for improved quality 
-of bags for packing cement. The Committee teel that use of such 
bags should be made obligatory on the cement manufaatuirers so 
that the consumers get their money's- worth and: there is no wastage 
'Of a scarce and precious commodity like cement of which there is 
already serious shortage in the country. Pending trus-, the- GoYern-
ment may consider the feasibility of' introducing, l"etail sale of 
'~ent and fixing its price by weight and not by bags as at present, 
to save the consumers of the loss which they have to suffer on this 

::account. 

The Committee cannot too strongly emphaaise the urgent need 
'lor concrete steps to prevent the seepage of cement from the gunD7 
-bags and the pOIBSibility of unscrupWol1S dealers 'addUlg. foreign 
"matter in cement by tampering with the bags- used at present, if 
-the interests of consumers, who find themselves cGmpletely at the 
:mercy Of such dealers-, are to be safeguarded. (Paras 10.48 to 10.50) 

Reply of· Govel'DIIIent 

The observatiom:! of the Committee have, ~n carefully noted. 
"The Packaged Commodities (Regulation) Order 1975, issued: under 
the Defence and Internal Security India Rllles, 1971; which came 
lnto, effect from 2nd October, 1975; prohibits the packing and sale of 
~ement; which is not of the prescribed weight, subject to the toler-
ance limits indicated in the said order. H is anticipated ~t this 
Will act as deterrent to anti-sOctal elernen~. . 

470 L.S.~. 
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The question of finding a suitable sub3titute for packing cement: 

io the conventional system of packing in jute bags with a view w-
avoid seepage is engaging the attention of the Gi:>vernment. The-
Sixth Meeting of the Panel on Cement Inudstry recommended that 
the Bitumen-bonded double hessian bags developed by the Cement 
Research Imstitute may be used as a substitute for the conventional 
jute bag~ as there is no seepage of cement in these bags except that: 
a small amount of cement struck inside the 'bag. The cost of these' 

, ,bags are slightly higher than the conventional jute bags. The ques--
tion of using the bitumen bonded double hessian bags for packing 
cement and their economics are being examined by this Ministry-
.in consultation with the Cement Manufacturers' Association and' 
.the Cement Research Institute . 
. [Ministty of Industry and Civil Supplies, Deptt. of IndI. Dev. O.M. 

No. 10-70j75-Cem. Dated 6-4-761 
Comments of the Conimittee 

Please see paragraphs 1. 59 to 1. 63 of Chapter t of the Report. 

Reeommendation (S. No. 191) 

The Committee note that the stocks of stores spares etc. instead" 
of going down, went up from Rs. 44.34 lakhs in 1971-72 to Rs. 53.50 
lakhs and to Rs. 65.26 lakbs in 1972-73 and 1973-74 in the case of 
l4andhar. In the case of Kurkunta the stocks of spares and strores: 
increased from Rs. 16.08 lakhs in 1971-72 to Rs. 34.71 la.khs and to 
Rs. 51.03 lakhs in 1972-73 and 1973-74 respectively. There have been-
increases in the stocks Of spares and stores in the case of other pro-
jects also. The increased in inventories in the case of Mandhar was 
stated to be due (partly) to procurement of certain stores intended' 
for Mandhar Expansion and in the case of Kurkunta it was stated' 
to be due to the plant being in full production in 1973-74 requiring-
larger inventiries as compared to 1972-73. Besides the value of-
inventories had also gtme up due to overall increase in prices. The-' 
Committee regret to note that though the Bureau of Public Enter-
prises bad considered the stocks of stores and spares held by the-
Corporation for maintenance and operation at the end of 1971-72-
rather high and had suggested segregation of insurance items 
and fixation of stock level for each such item and fixation of stock 
level for each sueb item the Corporation had not made any syste--
mattic review of the Stocks. The Committee are informed that it: 
Je proposed to make such a review after recruiting Industrial Engi-
. neering personnel. The Bureau had a1ao suggested that norms-
should be fixed for different eategories of inventories, reviewed 
,at Board's level from time to time and a proper catalogue shoulcl 
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Ite prepared of items stocked. Though stock levels of certaiJl iteMe 
of stores in excess of the normal recruitment unavoidable :In view 
of the difficulty in arranging easy availability of different items of 
stores etc. according to fixed' time schedules. bottlenecks in trans-
port and inflationary tendency. The Committee regret to observe 
that the CorporatiQn has not appreciated the importance of the proper 
inventory control and in spite of th"e suggestion made by the Bureau 
of Public Enterprises as far back as October, 197~ it Ras not ttxed 
nonns for all the items of inventory nor has it brought down the 
levels of various items of stores, spares etc.; it has not also segre-
gated the insurance items either. The Committee recommend that 
the Corporation should not lose any more time to segregate the 
insurance items fix norms of each item of inventory and ensure that 
the stock holdings are within these norms to awid unnecessary 
blocking of capital. The Committee also recommend that the Corpora-
tion should not rest satisfied with merely issuing instructions on 
the basis of Bureau of Public Enterprises circulanl but also ensure 
that the instructions are properly implemented. The Corporation 
should review the stock items to identify non-moving, obsolete or 
surplus stores and take action for their disposal by transfer to other 
projects or Public Undertakings. (Para 11.16). 

Reply of GoveJ'nment 

Action is being taken by the Corpoartion as recommended bv the 
Committee. MIs. Engineers India Ltd. have been appointed as 
~aterials and Maintenance Management Consultants' for Kurkunta 
factory On 17-11-75 for carrying out studies on all aspects of Mate-
rial Management. A team from MIs. Engineers India Ltd., has al-
ready visited Kurkunta factory and has collected most of the dAta. 
They are expected to submit the draft repoprt by May, 1976. 

[Ministry of Industry and Civil Supplies, Deptt. of Industrial Deve-
lopment O.M. No. 10-70!75-Cem Dated 6-4-76) 

Comments of the CommItte 

Please see paragraphs 1.64 to 1.66 of Chapter I of the Report. 

Recommendation (S. No. 10%) 

The Committee regret to note that the physical VerficatiOD of.. the 
inventory of the Limestone Investigation Division lying at Delhi. 
Kurkunta, Mandhar and Bokajan had not been conducted ~ ~ 
1968. The periodiIt assessment of limestone stock is stated to ba_ ~ 
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.moe at end of each BrumMel year but the exact stoek WrifteatiOil 
of limestone WM· not comsidered possible earlier· to February, 19'74: 
because of the scattered uneven nature of limestone stocks. The 
Committee are not convinced of the reasons advanced by the C()r.;. 
poration and regret that the Corporation had negelcted to conduct 
an exact physical verification of limestone between March, 1969 and 
J'ebruary, 1974. 

The Committee, how .... er, note that as a result of physical veri-
Ilaction done in 1974; a net shortage of· limestone boulders from 
inception to 31!rt March 1974 of 38.726 tonnes valued at Rs. 4.96 lakhs 
(approximately) was disco\Tered: The shortage- was attributed ro 
overbooking' of departmental rllisings (12,480 tonnes) , embedding 
(14,490 annes) and embedding and' loss of fu1e materials at various 
transfer points (11,756 tonnes). The Corporation has ruled' out 
under delivery of limestone by conttactors or pilferage by any out-
aider on the' ground that the material raised through contractors 
1Vas taken on actual weighment artd'there was good watch and· ward 
arrangement. The Committee learn that' after gDit1g into the matter, 
die Board appro\Ted the writing off of the shbrtage of '38.726 ton.nes 
o,f limestone boulders valued' at' Rs. 4:96' lakhs and decided' to give a 
warning to the Quarry Manager at Mandhar to be more careful in 
future. The Committee fHi thllt if the stock verification of limestone 
had been done at regular intervals, the Corporation would have 
detected the stortage right in thebegtnning and could have' taken 
preventive measures to awid loss on this account which swelled to 
Rs. '.96 lakhs in 1974. They are not convinced by the reasoning 
given by the Corpoartion against the possibility of short delivery or 
pUferage and they also do not agree that the embedding of lime-
stone was entirely unavoidable due to softness of the land, etc. 
The Committee would like that the reasons for the shortage should 
be investigated with a view to fix responsibility and the Committee 
infonned of the action taken. (Paras 11.27 to 11.28). 

Reply of Govenuaent 

l!t order to keep' a' check on the shortages at the year end, a 
system of monthly and quarterly stock taking has been introduced 
in the factories and' it is expected' that such shortages will not occur 
tn.future. 

-''),.' 

.;. As raptda shortages that occured in the past, the Corporattoa .,beeJf requested to constitute an internal Committee with a vie'" 
_enmtnmg.- the ctreum:stances more elosely in the light of the 
observations of the Committee. ' 
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The requfSt of the Gov~ent WIS coosideredby the'Board at 

Directors in their 85th ·m~\inghe1d on -the .26th ~ber, ';1I'F5 
and it was decided that a Committee consisting of Director (Opera-
tions) as Chairman and Ma.nager, Mandhar Works and Manager 
(Monitoring and Evaluation) -as mem~rs, ,IIUlyinVE$.ti~te ,the .~at-
.. and submit a report to the Board 

[Ministry of Industry and Civil SURPUes.~ptt of .Indl.Dev.Q¥. 
No. 10-70/75-Cem. Dated 6-4-76) 

Comments of the Co~ttee 

Please see paragraph 1.107 of Chapter I ,of ti.te .~rt. 

BecOlJlDlend.ation (S. No. 183) 

'The Committee, note that the Co~ration has been ,following 
w.e.,. 1972-73 a system of process costing under which ,cqrt at-each 
process viz. , raising, transpQrtation of limestone; crushing; prepara-
tion of sIUITY: manufacture of clinker and cement and packing, ill 
determined separately. However, costing records are not being 
maintained on the basis of integrated system of cost and financial 
accounts. It has been stated that draft recommen~tions regarding 
the system of cost & financial accounts were received recently and 
a final decision regarding their implementation is to be taken. The 
Committee recommend that the system be introdueed soen in the 
interest of testDng of accuracy of cost figures with ref~ence to finan-
cial aoounts. The Committee recommend that -the system should be 
ftnaJiseci and implemented without delay. ,(para .12.17.). 

Reply of Government 
lnstrutcions regarding the aystem of cost and financial accoun~ 

to be issued to the factories are under finalisation stage in the Cor-
poration and will be issued shortly for implementation. 

,[Ministry of Industry and Civil Supplies, Deptt. of IndI. Dev, O.M. 
No. lO-70f75-Cem. Dated 6-4-76J 

Recommendation (S. No. 1M) 

The Committee are also infoI'med'that Lie Corporation has said 
down standard cost per unit of final output including quantitative 
consumption standard of limestone,gyp~, power, coal and ex-
plosives but standards in physical terms for consumption of stores 8lld 
spares per tonne of limestone raising and clinker and cement pro-
duction per unit are yet to be. finalised The Committee eXpect that 
these standards will also be. finalised soon so that the standard cos. 
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both in regard to quantity and the value may be available for pur-
PJI!IeS of budgetary aJld material control. (Para 12.18). 

Repl,. of Government 

'The observations of the Committee have been noted. Standards 
in terms of quantity are expected to be finalised shortly. 

[Ministry of1ndustry and Civil Supplies, Deptt. of IndI. Dev. O.M. 
No. 10-70/75-Cem. Dated 6-4-76] 

Reeommendation (S. No. 1(6) 

The Committee regret to note that, as compared to the norms 
laid down in DPR, the consumption of limestone was higher at 
Mandhar in 1970-71 and 1971-72; the consumption of gypsum was 
higher both at Mandhar and Kurkunta in 1972-73 and 1973-74: the 
cmaumption of coal was higher at Mandhar in 1970-71 and 1973-74 
and at Kurkunta in 1972-73 and 1973-74; and the consumption of 
power was higher in all the years of operation both at Mandhar 
and Kurkunta. The higher consumption of limestone was attri-
buted to abnormal dust losses; that of gypsum to high percentage of 
tri-calcium aluminate in the cement produced; that of coal due te 
Inferior quality of coal supplied by the collieries linked. by the Link-
age Committee to the Corporation's cement plants and due to teeth-
tng troubles at Kurkunta plant; and the higher consumption of 
power was due to higher hardness of the limestone at Kurkunta and 
higher percentage of tri-calcium silicate in the linker at Mandhar. 
'The Committee feel that it would be possible for the Corporation to 
~ontrol the higher consumption of coal and power at Kurkunta by 
remOving the defects and deficiencies in the worlring of the plant 
without loss of time. 

AJ; regards the supply of good quality coal, the Committee have 
recommended in paragraph 12.36 that the matter may be taken up 
by the Ministry with the authorities concerned at the highest level 
and pursued vigorously till the supply of good quality coal is as-
sured. (Paras 12.20 to 12.21) 

~ly of Government 
Necessary modifications in the coal circuit are being made to re-

duce the consumption of coal at Kurkunta. Efforts are also being 
made to ontrol the higher consumption of power. 

Supply of in!erior quality coal by the Collieries is a common 
problem to the cement industry as a whole. The question of supply 
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4CIf good quality coal to the cement factories has been taken up with 
"the concerned authorities. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development O.~. No. 10-70/75-Cem. dated 6-4-76]. 

Recommendation (S. No. 1081) 

The Committee are not sure whether in view of the hardness 
-cf the limestone and the high percentage of tri~alcium aluminate 
in the cem~nt discovered at Mandhar, the norms of consumption of 
limestone and gypsum laid down in the DPR would be the correct 
basis of comparison. They recommend that realistic norms for 
-cons~ptiop of the materials, e.g., limestone, gypsum, coal, and 
power may be worked out keeping in view the characteristics of 
.limestone 80 that a true assessment of cost and consumption of 
materiala may be possible. (Para 12.23) 

Reply of Govel'lUlleat 

The recommendation of the Committee has been noted and ne-
~ action has been taken by the Corporation. The Board of 
Directors of Cement Corporation in their 86th Board meeting held 
On 17-1-1976, approved the revised standard costs in quantitative 
and moneta!-y terms for the Mandhar and Kurkunta factories, which 
'were worked out on the basis of revised norms of consumption of 
TaW materials etc. 

(Ministry of Industry and Civil Supplies, Department of Indus:-
trial Development O.M. No. 10-70/75-Cem. dated 6-4-76]. 

~lIUDeIldatioD (S. No. lee) 

The Committee note that on the basis of the cost studies made 
by the Tariff Commission and 85 per cent utilisation capacity, the 
Government have been fixing fair uniform ex-works retention prices 
-for cement from time to time. The last revision in the retention 
prices for cement was announced in September, 1974 when 
it was fixed at Rs. 139.15 per tonne. This price will 
be valid for the period till 1978-79 and will be subject 
to escalation on 1st July each year in accordance with 
laid down formulae following increase in (i) wages and dear-
ness allowance, (ii) price of coal, (i!i) power tariff and (iv) freight 
on coal. As retention prices now fixed are considered quite rea-
sonable for the existing cement units, Government envisage no 
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tfhange in them. The 'Committee -feel ,that as the r.eteniion rPl'iee$ 
have been fixed after a proper study by 'IWUfComrOiMiQn,aJUi.are-
subject to escalation on 1st July each ye8'l' in accordance with the-· 
laid-down 10rmulae,the 'CorpOration has no grdutld -to attribute its 
losses to lower retention prices' as "it 'has Sought-to 80 iidhe Chapter' 
of profitability, They would :like the Co:rporation to bear in mind 
that the only way to run its factories on profit is to bring down the-
i!08t'of tproduction .and.qperlde .the,plants at the maximum capaciy. 
,It would do well to i.entity constraints in .the way of mu:i:Diising 
IprodUetion and 'lowering costa and .iDake conCerted efforts to remove· 
them. ~ra 11.29) 

'The'recommendationS of ,the Committee have been :noted 'by the-
--Corporation. - . r ; . 

. [Ministry of Industry and Civil Supplies, Department of Indus-. 
trial Development O.'M. 'No. 10-7<t,f75-Cem.dated 604-"76]. 

'lkte II , •• atioD ·(S .. No. 110) 

The Committee note that the cost of .production per ronne (ex-
cluding interest on loan) at Mandhar factory wasRs124.66. 
&. l2Ai.36 and Rs. 144.06 during 1971-72, 1972-73, and 1973-74. They 
wereinforined . that the actual cost· of production at-·Mtlndhar in 
1971'~ 72 was ~less then the average cost Of' ptodtletion . e61nputed by.' 
Tariff Commission for the 23 C'Osted units. Even the cost of produc-
tion in 1972.-73, after giving allowan.ce'for the ~l1ing and distribu-
tion expenses, was leSs than the average cost computed by Tariff 
Commission. The per tonne cost of production· in 1973-74 was . less 
than the cost projected for that period thought the capacity utilisa:-
tion was only 7.4 per cent. They learn that the cost of production 
could be further improved if the capacity utilisation is maintained 
at 85 per cent which has not been possible due to non-availabil1ty of 
suitable quality of coal and wagons and power cuts. Besides, in-
creases in the cost of inputs and wages of labour are beyond the-
control of the Corporation. The questions relatjng to quality of coal 
and supply of wagons are reported to have been taken up by the· 
Ministry with the concerned authorities. The Committee are'd!s-
tressed to note that the cement factories at Mandhar and X~ 
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are :notaWe to .get good quality of· coal .and adequate :Du.meer .01 
wagODS. TIley would urge-the :MJnisU'y.toq*"S1Ie-themattar more 
vigorously with the concerned authorities;at'tSe lhigiae1t,J.w1 and 
not to relent till regular supply of good quality coal and adequate 
IUlmber of wagons is assured'on a-firm'basis.:Theywouid alsoilike 
the Ministry to 'tHe up'the'question of power supply1to Kurkwtta 
factory "With the-authcnfiies eoneemed·in Kal'aataka-State and make 
~ to get adequate and uninterrupted, power -supply 'for ·the 
factory. (Para·12.38) 

.~ lof ,GOftImaat 

The observations of Mle Committee. have. been- noted carefully. 

All.pbssible assistance-to the ~ment Corperation for maximildng 
-their capacity utilisation is being rend8'1"ed by the Ministry. 

Ai present, there is no wagon supply. problem. The supply of in-:-
ferior quality of coal is a common problem to the cement industry. 
The question of supply of good quality coal to the cement factories 
has been taken up with the concerned authorities. 

The question of increasing the power -energy entitlement for the 
Kurkunfa plant was taken up with the ChlefMiniste!' of· Karnataka 
by the Minister of Industry and Civil Supplies and as a result, the 
energy entitlement for this plant has -been raised from ;20,41,080 
units per month to 22,39,000 units per month. Thanks to this step 
there is at present no power shortage problem at the Kurkunta unit. 

" 
The question of exempting the Mandhar Plant from the pro-

posed power restrictioDS by, the, Madhya Pradesh Electricity rBoard 
during the coming Rabi crop Beason is being taken up with the con-
cerned state authorities. 

[Minisfry of Industry and Civil' Supplies, Department of Indus-
trial Development O.M. No. 10-70/75--Cem. dated 6-4-76]. 

Recommendation (S. No. 111) 

The Committee were also informed that the cost of production 
tor 1973-74 at Mandhar Plant was higher than the standard cost 
fixed by the B9ard during that year due to lower volUme of produc-
tion and higher usage of limestone, coal and power as compared to 
the standards. Having achieved 90 per cent utilisation of capacity 
in 1972-73 they are distressed to note that the production fell in 
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1973-74 and resulted in higher cost production. They have dealt 
with the fall in production and the higher usage of limestone, coal 
and power ellewhere in this report. 

The Committee note that the cost of production at Kurkunta 
unit was much higher (Kg. 171.53 in 1972-73 and Rs. 153.57 per 
tonne in 1973-74) than the Mandhar Plant mainly due to lower 
'Volume of production, resulting in higher incidence of depreciation, 
.overheads, etc., per tonne. They are informed that production in 
Kurkunta factory has not yet established due to various constraints 
.and the comparison of cost of production with that assumed by the 
Tariff Commission would not be meaningful. During the quarter 
.ended December, 1974 when the average capacity utilisation at Kur-
kunta was 76 per cent (as compared to 43 per cent in 1972-73 and 
~. 5 per cent in 1973-74) the ac\ua,l cost of production excluding the 
interest charges was Rs. IM.Q5 per tonne as against the cost of 
Rs. 127 .15 taken into consideration by Government in allOwing the 
retention price of Rs. 142.15 (including selling expenses). The Com-
mittee are unhappy to learn that even at 85 per cent capacity utilisa-
tion in Kurkunta, the cost of production is expected to be more 
than that taken into consideration by the Government because of 
hilher capital outlay. They would like the Gover'nment/Corpora-
tion to study the working of the Kurkunta factory in depth and take 
-concerted measures to bring about reduction in the cost. (Paras 12.'37 
to 12.38) 

Repl)' of GovernmeDt 

The recommendations of the Committee have been noted. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development O.M. No. 10-70f7~em. dated 6-4-76]. 

Comments of the Committee 

Please see paragraphs 1.70 to 1.72 of Chapter I of the Report. 

Recommendation (S. No. 11Z) 

The Committee note that, besides other factors accounting for 
high cost of production, the cost of limestone is high. They were 
informed that necessary steps were being taken to reduce the cost 
()f limestone. The Committee have already expresssd their ~iews 
()n making the quarry operations more efficient and economical. 
They hope that all possible measures will be taken to maximise de-
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tpartmental production and lower the cost of production of lime-
$tone. (Para 12.39). 

",1,. of Government 

All the limestone at KUt"kunta is being raised departmentally 
now. However, at Mandhar in order to get desired quality lime-
stone part of the limestone is being raised through contractor, 
manually. 

Efforts· will be made by the Corporation to lower the cost of 
limestone. 

[Ministry of Industry and Civil Supplies, Department of Indus-
, trial Development 0.14. No. 10-70/75-Cem. dated 6-4-76]. 

BeeommeDdation (s. No. 113) . 

The Committee are informed that under normal circumstances 
the utilisation of capacity during the Fifth Plan period is expected 
to go upto 90 per cent of rated capacity in Mandhar and Kurkunta 
and on this expectation and at prices and wages prevailing in De-
~ber, 1974, the cost of production (without interest charges) 
would come to &s. 127.62 and &s. 128.65 per tonne at Mandhar and 
Kurkunta respectively as compared to the cost of Rs. 127.15 assumed 
by TarifI' Commission including es~alation allowed by Government 
upto 15th September, 1974. They hope that the Corporation would 
spare no efforts to realise its expectation of 90 per cent utilisation 
-of rated capacity in each of these two factories during the 5th Plan 
-period and will keep its cost of production below the level deter-
JDined by the Government from time to time. (Para 12.40) 

.... ,. of Governmellt 

The recommendations of the Committee have been noted and 
every effort is being made to improve capacity utilisation. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development O.M. No. 10-70f75-Cem. dated 6-4-76]. 

Recommendation (S. No. 114) 

The Committee note that as against the permissible limit of 271 
per cent upto June, 1973 and 331 per cent afterwards for the use 
of old gunny bags, the Mandhar plant used less llumber of old 
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gunny ba,gs in 1970,1972, .19'73 and .l4ll& :(upto:irlarch) ~ the ·Kur-
kunta plant used less number of such bags inI9'Z2 and .moJ!e·1D.. 
1973-74. Lessor use of old gunny bags which required excessive-
uae of new gunny bags:1Wl1ltetI .in 1lnextra expenditm'e of Ra.. 
2,48,530 till 1973 and the excessive usage.Qf old J>~ .bro~t ..about 
a JaVing Of 'Bs. 92,449. 'l"he Committee are informed that the Cor-
poration used '-excessive number of new .gunny bags,dQring.theJni-
Udl-period of tbecommissioning of its plants (1970 and 19'U.in-tbe 
ease of Mandhar and 1972 in the case of Kurkunta) to create aD: 
lma,ge for ,its product.. WlUleJbe Commtttee.fPPr.eciate;.the~ety 
Of the'Corporation to create a good image when it entered.tl\e~· 
ket for the first time, they cannot understand why the excessive-
use of ,new..gunny .bap ;walcontinued in J1Jrl3.74in the ease of 
Maridhar. They .regret to note that by ~g' to exeessive use· 
of new bags, the Corporation not only added to the cost per tonne 
of cement unnecessarily but also violated the orders issued by the-
Cement Controller in this regard. The Committee would like the· 
Corporation to ensure that the use, of .new gunny bags does not ex-
~ the permiSSible limits at Kurkunta or Mandhar hereafter. 
(para 12.51) . 

Beply of GoVeI'JUIleDt 

The recommendations of the Committee have been noted. 'lb~ 
)4.lnistry is instructing the·Corporation ODeeagainst about the striCt. 
obiervance . of Control Orders. 

[Ministry of Industry and Civil SuppUes, Department of Indus-
trial Development, O.M. No. 10-70\75-Cem. dated 6-4-76]_ 

~ ...... -

Recommendation (s. No. 115) 

The Committee were also infonned that the excessive use of old 
gunny bags had to be resorted to due. to UIl$8tiifactory supply posi-
tion of new gunny bags. They would like the Corporation to plan. 
the purchase of new gunny bags in such a way that each plant 
always has enough stock of ntw gunny bags and temporary dislo-
cation in the supply of new bags does not create any difficulty in 
the packing of cement. (Para 12.52) 
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The recommendations of the O:>mmittee have been noted. by the 
Corporation. ' 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10-70I75-Cem. dated 6-4-76]. 

BeeommeDdatioD (S. No. 116) 

The Committee fihd that while the actual cost of production per 
-tonne of cement (including interest on loans) was less thaR the 
~verage sales realislttion; it was more ttian that assumed by Gov-
-ernment for working out the retention pnce in 1971-72 and· 1972-73; 
:leading consequentially to reduction in margin of profit: They are 
however eoncerned to note that, in 19'13"-74 cost of production (ih-
'eluding interest on loans) per tonne went upto Rs. 154.42 as against 
-the avenge sales realisation of Rs. 141.74. During 1974-75, the gap 
~has further widened inasmuch as the iherease allowed by Govern-
ment in the retention price is Rs. 8.15 per tonne while the cost of 
l'1'Oduction had gone up by Rs; 10.79 per tonne upto september, 
1974 and' has further incl"eased by Rs. 2.82 by ~mber, 1974. 

'The Committee have no doubt that the Corporation is fully aware 
·of the consequences of the higher rise in cost of production than 
-covered by the increased retention price during 1974-75 which 
·u sure to affect adversely the profitability of the Corporation fur-
ther if nothing is done in the meantiII¥! to reduce the cost of pro-
·duction. The Committee recommend that the Corporation should 
'spare no efforts to bring down the cost of production by inC!"e8sing 
-the output and by eftecting eco.omies in consumption of materials 
'~d expenses on overheads so that the profitability may be im .. 
-proved. (Para 12.64) 

The recommendations of the Committee ha,'e been noted, by 
-the Corporation. 'The matter will also be constantly watched by 
~ Government. 

[Ministry of IndusUy and Civil Supplies, Department of Indus-
trial Development O.M. No. 10-'l0J7!>-Cem. dated 6-4-76]. 

_ Recommendation (S. No. 118) 

nie Committee are surprised to learn. that in 19'12-73, when the 
=-a:rtdhai Plant utilised 90 ~r cent ·of its installed capacity it suf-
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fered a loss of 0.14 lakhs as compared to a profit of Rs. 2.56 lakhs 
in 1971-72 when capacity utilisation was 82 per cent, even thoUj!h 
there were savings accruing from recoverie3 made towards the cost 
of containers and selling agency commission. 'The loss swelled to 
Rs. 25.~ lakhs in 1973-74 reportedly due to under-utilisation of 
capacity (761 per cent), increases in coal and power c.Qnsump-
tion, costs of inputs and wages and adjustments relating to previous 
years. The losses suffered by Kurkunta plant weI'e Rs. 39.60 lakhs 
and Rs. 28.61 lakhs in 1972-73 and 1973-74 respectively. On the 
basis of selling price and costs prevailing in December, 1974, the 
Mandhar factory is expected to break even at 83 per cent utilisation 
of capacity. The Committee '!'ecommend that the Corporation should" 
take concerted measures to maximise production avoid excess con-
sumption of materials and effect economies in overhead expenses !D 

that the cost of production may be reduced and the plants are in a 
position to breakeven. (Para 13.21) 

-.ly of Governmeat 

The recommendations of the Committee have been noted and 
every effort is being made to economies on costs and improve realisa-
tions. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10-70j75-Cem. dated 6-4-76]_ 

Recommendation (S. No. 119) 

The Committee note that the Internal Audit Cell started func-
tioning in March 1968 and was strengthened first in 1970 and then 
again in 1972. It had not till October 1973 conducted any appraisal' 
of the performance of the Oorporation as a whole on the lines recom-
mended by the Committee in their 15th Report (4th Lok Sabha 
-April, 1968), reportedly due to inadequate staff. They are inform-
ed that the supporting staff was enhanced and the increased strength-
is considered enough in view of the size and economic viability 
of the organisation. By the middle of 197~ 76, the Head 0fIiee-
based internal audit unit is proposed to be supplemented by ~ 
field units and each field unit will attend to regular internal audit. 
of two projects/plants/establishments. nte Committee rec0m-
mend that the Corporation should organise the internal audit. 
wing on a sound footing, to enable it to discharge e1fectiTely itB-· 
functions, including critical review of systEmS, procedure and ~ 
operation of the undertakillg as a whole as recommended by the 
Committee in tJreir 15th Report (Fourth Lot &abba). (para 13.26)_ 
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Reply of Government 

The recommendation of the Committee has been noted. 

A proposal for strengthening internal audit department has. 
been finalised. A<.."tion is being taken to bring the staff in posi-
tion. The earlier thinking of establishing 2 field parties has been 
given up in favour of peripatetic parties. 

[MInistry of Industry and Civil Supplies, Department of Indus-
trial Development, a.M. No. lO-70[75-Cem. dated 6-4-76]. 

Recommendation (S. No. 120) 

The Committee note that in response to the recommendationS' 
made by the Action Committee on Public Enterprises headed by 
Shri M.S. Pathak, which examined the structure of Corporation's 
headoquarters office and the Mandhar and Kurkunta Plants, a 
Director (Projects) and a Director (Operations) has been appoint-
ed but no action appears to have been taken on that part of their 
recommendation which related to the appointment of 3 part-time-
Directors, two of them representing the Administrative and 
FInance Ministries and the third an eminent specialist from the 
Industry. The Committee recommend that an early decision may 
be taken, particularly, in regard to the appointment of an eminent 
specialist from the Industry as a part-time Director on the Board_ 
(Para 14.13). 

Reply .f Government 

The observations of the Committee have been note<l. It is 
respectfully submitted that a representative of this Mini'Stry and' 
that of the Ministry of i'inance are on the Board of Cement Cor-
poration as part-time directors. In the light of the Action Com-
mittee's recommendation the third part-time, Director-an eminent 
specialist from the cement industry (Dr. H.C. Vjsvesvaray~, 
Director, Cement Research Institute of India) has also been ap-
pointed with e1fect from 5th February, 1975. 

[Ministry of Industry and Civil Supplies, Department d'I Industrial 
Development, a.M. No. 10-70/75-Cem., dated 6-4-76]. 

IIeeommeDdatiall (S. No. 1%1) 

The Committee also note that the Action Taken Committee 
recommended that there should be General Managers incharge of 
operating plants as weD 81 those under construction. The Actionr 
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Taken Committee pointed out that, the existing structure at 
Mandhar Plant suffered from a number of weaknesses, viz., as 
many as 11' people reported directly to the Works Manager, direct 
.responsibility for pl'oduction was shared between Resident Engi-
neer and production Superintendent, the chain of command and 
line of communication was not rational and adequate specialised 
service support to production department seemed to be lacking. 
The Committee are informed that the Corporation does not consi-
der the post of ~eneral Manager necessary because of the. small 
size of the units at present and the appointment General Manager 
will be considered as and when the capacities Of the plant expand. 
The plants are at present under the charge Of Works Managers who 
are assisted by other functional offi.cel'S in the running of the 
plants. The Committee note that posts of Project Manager- have 
been/are being fillec:[. up for each project under consu-uction from 
initial stages, as recommended by th&. Action Committee. The 
oCommittee woltld·l1k:e that Governmeot/ColpOration should ration-
:aliae the chain· of command and· line of communication and. build 
lip a scientific management information- system. The Committee 
~mmend' that the organisation structure at the plant level may; 
be suitably refremed, keeping in view the recommendation of 
Action Committee after carefully considering the financial impli .. 
cation' thezeof with a' view to removing the defects and deficien-
-cies in the set-up and providing well defined areas of responsibiliw 
for attaining maximum producti·.>n coupled with economy. (Pare 
14.14). 

Depl,. of Govenuaent 

The recommendations of the Committee have been noted. In 
this connection we may submit that the matter is under constant 
review and further changes in the light of the changing worldng 
load' in the headquarters will be made, keeping in view the recom-
.,..,dat10Da of the Action Committee. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 1~70/75-Cem. Dated 6-4-78] 

Recommendation (S. No. 1%%) 

'nle Committee note that in 1972 when the staff strength was 138, 
the Staff Inspection Unit of the Ministry of Finance had conducted a 
work study of the Headquarters of the Corporation and !ound that 
16 persons (including 6 officers) were surplus. The Management 
atated (November, 1973) that in view of the two new projects sanc-
tioned by Government and the increased activities of the Corporation 
arising out of the advance action to be taken for Fifth Five Year Plan 



Ul 

projects, the implementation of the recommendations of the Staft 
Inspection .Unit was not possible The staff strength as on 
31st March, 1974 has risen to 156. The Committee have 
already found that on account" of the excessive staff in Headquarters 
which was stated to have been based on the original anticipation of 
5 million tonnes capacity the overheads on the individual projects 
have been very high. The Committee would like to caution the Cor-
poration that if the staff strength at the Headquarters is not kept 
under strict control and if the man-power is allowed to increase un-
related to the volume OD work, the surplus manpower will become a 
permanent liability which will have an adverse effect on the profita-
bility of the Corporation. (Para 14.32) 

lteply of ~verDEDent 

The recommendations of the Committee have been noted and the 
word of caution contained in the recommendations will be fully kept 
in mind while periodically reviewing staff strength of the head office. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10-70j75-Cem. dated 6-4-76]. 

Recommendation (S. No. 123) 

The Committee also note that as against the strength of 511, pro-
vided in the 'DPR', for Mandhar plant, the personnel in position as at 
the end of March of 1971, 1972 and 1973 were 694, 699 and 6T1 res-
pectively. The strength of the personnel in position as on 31-3-1974 
came down to 629. The Staff Inspection Unit of the Ministry of 
Finance recommended a strength OD 481 for all the departments 
except (i) Quarry Department, (ii) Accounts Department and (iii) 
Drawing Office. On the basis of the Staff Inspection Unit's recom-
mendations the Board approved the permanent strength of 488 (481 
recommended by the Inspection Unit and 7 for preventive mainten-
ance for which no provision had been made by the Inspection Unit) 
for the departments covered by the Unit. The Board subsequently 
sanctioned a strength of 89 for Accounts, Drawings and Quarry 
Departments which were not covered by the Inspection Unit, thus 
sanctioning a total strength of 577 for the entire Mandhar plant as 
aatUnst the actual staff strength of 629 as on 31-3-1974. The Commit-
tee note that no fresh appointments are being made by the Corpora-
tion and the surplus staff is being adjusted against the vacancies aris-
ing from time to time. They hope that the Corporation will continue 
efforts to bring the actual staff strength down to the level of sanction-
ed strength. (Para. 14.33). 
470 LS-9 
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-.commendation (S. No. lU) 

The Committee note that as against the strength of 511 indicated 
in the DPR o£ Kurkunta Plant the actual strength on 31st March, 
1974 is 573. The Committee are informed that, as against the provi-
sion of 511 personnel in DPR, the Board in November, 1974 approved 
the permanent staff strength of 27 personnel. Explaining the increase 
over the strength provided in DPR, it has been stated that the DPR 
provided the minimum requirements on the basis of average condi-
tions prevailing at that time (1966) but it did not take into considera-
tion the exact lay-out of the plant which was given by the plant sup-
plier later. The permanent staff strength sanctioned by the Board 
in 1974 is stated to be as per Industrial Engineering Study. The Com_ 
mittee see no justification for sanctioning temporary strength of 27 
over and above the permanent strength fixed as per the Industrial 
Engineering Study when the Plant is already carrying a large S\Jl'-
plus. They would like the Corporation to regulate the staff strength 
in the light of the Industrial Engineering Study and avoid carrying 
surplus as surplus staff will have an adverse effect on the cost of pro-
duction and the profitability. (para 14.34) 

Reply of Government 

The recommendations of the Committee have been noted. 

The position of the sanctioned strength and men in position in 
the Mandbar and Kurkunta factories as on 31+75 and 31-12-75 were 
as follows:-

Alandhal' 

Kurkunta 

As on 31-3-1975 As on 31-12.-1975 

Sanctioned 
Strength 

k. Persors in SarctiC'l (d PfT~( I'~ in 
po~ition 

574 

position. Strmgth 

574 

576 

S 4 114 + (3 sta1l of Ma' dhaI 
expansioiD ) 

574 + 2.,-
-., s\l~numer.rY pasts were sanctiored by the Boar4. 

~us it will be seen that the Corporation. is continuing its effor1a 
10 brmg the actual staff strength down to the level of sanctioned 
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staff and they were able to achieve the same as desired by the 
Committee. 

[Ministry of Industry and Civil Supplies, Deptt. of IndI. Dev. OM. 
No. 10-70/75-Cem. Dated 6-4-76] 

Recommendation (S. No. 125) 

The Committee note that it has not been' possible for the Corpo-
ration to make a comparative study of the productivity (man-hourI 
tonne) and cost of salaries and. wages per tonne etc. in Mandhar 
P1an1 and other cement factories due to non-availability of relevant 
data in respect of factories in private sector. The productivity fur the' 
Mandhar Plant works out to 6.5 man-hour per tonne which is stated 
to be comparing favourably with 3 cement factories (names not dis-
closed) having an average of 7 man hour per tonne. As the 3 faC-
tories referred to above are admittedly not exactly identical with 
the Mandhar Plant, the Committee feel that the comparison is of no 
relevance. The Committee would like the Corporation to work out 
the norms of productivity in respect of each of its plants in ope-
ration and appraise the performance of each plant with reference 
to the norms from year to year. (Para 14.35). 

Reply of Government 

Necessary action is being taken on this recommendation of the 
Committee. 

[Ministry of Industry and Civil Supplies, Deptt. of Ind!. Dev. O.l\!. 
No. 10-70/75-Cem. Dated 6-4-76] 

Comments of the Committee 

Please see paragraph 1.73 to 1.75 of Chapter I of the Report. 

Recommendation (S No. IZ6) 

'!be Committee note that under Articles 117 (26) and (27) of the 
Articles of Association, 'the Directors of the Corporation delegated 
certain powers to the Managing Director in 1965 and the same dele-
gation is still in force. The Bureau of Public Enterprises had em-
phasised in September, 1970 that the system of delegation of powers 
throughout the managerial hierarchy upto the lowest level of each 
e1terprise should be reviewed On a comprehensive basis in order 
10 ensure that, at aU levels, the centres of responsibility correspon-
ded exactly to the centres of powers but no such review was done 
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tiD November 1973 nor was the demarcation of the detailed powers 
aDd functions of the Financial Advisor made as required under the 
guidelines iSBUed by the Bureau in May, 1969. They are informed 
that the draft delegation of powers to the Chairman-cum-Managing . 
Director, functional Directors and heads of Departments was pre-
pared but it was considered necessary to revise it in the context of 
changes recommended in the organisational structure by the Action 
Taken Committee headed by Shri M. S. Pathak and the revised 
delegation of powers is being finalised currently. The Committee 
do not, however, see any justification for handing over this work 
to a firm of Chartered Accountants when this function is for the 
management to finalise. As the matter has already been delayed for 
too long, the Committee would like the Corporation to finalise with-
out any-further delay the delegation of powers not only to the Ma-
naging Director, functional Directors and Heads of Depar1ments but 
also to subordinate officen; throughout the hierarchy in the light of 
the recommendations made by the Bureau of Public Enterprises in 
May, 1969 and September 1970 and the Action Taken Committee 
and implement the same as soon as possible. (Para 14.45). 

Reply of Government 

The Board of Directors, in their 87th Board Meeting held on 
10-2-76, approved the revised delegation of powers to the Chairman-
cum-Managing Director. The revision of the delegation of powers 
to the Functional Directon; and other executives is under conside-
ration of the Corporation and it is expected. to be finalised shortly. 

[Ministry of Industry and Civil Supplies, Deptt. of IndI. Dev. O.M. 
No. 10-70/75-Cem. Dated 6-4-761 



CHAPTERm 

RECOMMENDATIONS WH.I£H THE COMMITTEE DO NOT 
DESffiE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 

Recommendation (8. No.8) 

The Committee are informed. that the Northern and Eastern Re-
gions had been deficit for the last 15 years and there are not many 
known favourable sites in these regions where cement plants could 
be set up. The Corporation is therefore proposing to revive the 
Limestone Investigation Division to locate beneficial sites in the de-
ficit northern and eastern regions to be taken up in the Sixth and 
subsequent Plans. Since limestone deposits are not uniform, Gov-
ernment propose to tackle this problem by utilising the slag com-
ing out of the steel plants. Although the need. to put up cement 
factories in the deficit areas was considered to be urgent ev.:n as 
early as July, 1967 no plants in the deficit area have come up so far. 
Bokajan in the eastern region and Paonta in the Northern region 
-are still under erection/construction. 

The Committee regret to observe the absence of an advance ac-
tion in the matter of planning project in the deficit areas where ne-
cessary, by linking these with the slag from the steel plants. The 
regions. The Committee expect that at least now Government shOUld 
have been utilised much earlier to locate limestone deposits in these 
regions. The C.ommittee expect that at least now Government should 
view this with concern and take serious immediate and definite 
steps to set up cement capacities in the deficit areas of northern 
and eastern region. (Paras 2.43 to 2.44). 

Reply of GGvermnent 

The observations of the Committee have been respectfully noted. 
The planning for a better utilisation of available slag has been 
taken on hand in right earnest. The production of slag cement 
which used. to be in the region of ·13 lakhs tonnes annually till a 
few years back reaChed. a level of ·23 lakhs tonnes during 1975. Unit-
wise allocation on a fairly long term basis in respect of slag from 
Bokaro and Rourkela. Steel Plants has been made, in consultation 

"At the time offactual verification Audit had stated as follows. 
"Projuctioa figures of slag cement are not susceptible of verification". 

125 
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with the Planning Commission and the Steel Authority of India 
Ltd. As a fillip to setting up of production units in deficit areas, 
Govt., have also accepted in principle the recommendation of the 
Tariff Commission that the cost of transport of clinker and slag to 
grinding/inter-grinding units sbould also be brought within the pur-
view of freight pool, provided the movement conform to certain 
principles. With all these measures, it is hoped that more entre-
preneurs will come up to set up cement plants and create additional 
capacity in the deficit areas. 

[Ministry of Industry and Civil Supplies, Deptt. of Indl. Dev. O.M. 
No. 10-70/75-Cem. Dated 6-4-76] 

Recommendation (S. No. t) 

The Committee also note that the Western region is also becom-
ing deficit and according to the projections of the Fifth Plan, the 
deficit would be of the order of 1 million tonnes by 1978-79, 1.3 
million tonnes in 1979-80 and 1.8 million tonn.es by 1980-81. The 
Committee recommend that Corporation should lose no time to take 
advance action for locating the areas and. setting up the capacities 
in the western region also so that it may not face the same situation 
as in the northern and in the reas~m regions. (Para 2.45). 

Reply el Govemment 

The Western Region comprises of three States viz. Maharashtrat 

Madhya Pradesh and Gujarat. The Cement Corporation of Irutia 
Is already setting up two cement plants in Madhya Pradesh, at 
Akaltara in Bilaspur district and Neemuch in district Mandsaur, 
apart from the existing Manclhar Plant in district Raipur, which is 
being expanded. 

Of the other two states, Maharashtra is not known to have 
limestone depostts except in a small belt. Three private parties 
have already been granted letters of intent (two for Chandrapura 
district and one for Yeotmal District) for setting up cement plants 
for a total capacity of 11.30 lakh tonnes per annum. As such 
the promising place where the Cement Corporation of India caD 
on the basis of available data consider setting up of.a cement plant 
in the Western Region is Gujarat. In Gujarat, most of the railway 
lines are meter gauge, particularly in Saurashtra where useable 
cement grade limestone ia; known to occur. 

In case of Neem.uch in Mandsaur distriet, Madhya Pradesh, and 
in case of Banas in Sirohi district, Rajasthan (close to the Western 



127 

Region), the railW8)'S have regretted. their inability to handle 
traffic that would be generated by the setting up of a cement plant 
of 1200 tonnes per day capacity. Because of this, the Corporation 
has not taken up investigation of the Banas site and at Neemuch 
double handling will be involved at a considerable cost to the 
Corporation, in view of the ,fact that sizeable quantity will have 
to be transported by Broad Gauge from Ratlam. In view of the 
above factors, it may be difficult for the Corporation to find .. 
economically viable sites in the Western Region, other than 
Madhya Pradesh. The Corporation will consider taking up further 
sites fu Madhya Pradesh, subject to techno economic feasibility. 

[Ministry of Industry and Civil Supplies, Department of Industrial 
Development O.M. No. 10-70/75-Cem. dated 6-4-76] 

Recommendation (S. No. 19) 

The Committee note that the Government had issued a directive 
in 1965 that the Corporation, should take steps to set up two very 
large cement plants each of one million tonne capacity per annum. 
They wet"e informed that there were certain practical difficulties in 
the setting up of such large size plants and in view of these difti-
culties the Corporation decided to go in for setting up a number of 
standard size plants of smaller capacity. The Committee are sur-
prtIed 1x) note that the Government chose to issue a directive which 
tumed out to be impracticable and which had to be modified later 
OIl in view of certain constraints of which Government oupt to 
haVe been aware at the time of iSsuing the directive. 

The Committee were informed that, as against the maximum 
capacity of 1200 tonnes per day designed so far by the CCI for its 
plants, a plant in a private sector has already been established 
with a capacity of 1500 tonnes per day. They would like the CCI 
to study as to how the private sector plants of such a high capacity 
could be set ul? in the face of constraints which are stated to have 
been standing in the way of CCI going in 'for plants of a capacity 
higher than 1200 tonnes per day and draw les90tl'S therefrom~ 
(paras 2.52 to 2.53). 

Reply of Government 

Development of cement capacity of the magnitUde envisaged in 
the successive Plan periods warrants establishment of large capa-
city plants. Keeping this in view and considering the advantages 
of scale of operation to total investment (including materials and 
PftJducttOD cost). the CCI has already made a major break through 
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in ordering out three 1200 tonnes per &iy cement plants as against 
600/1000 tonnes per day plants hitherto in vogue in the country, 
excepting one plant of single unit 12()() tonnes per day, which is 
being implemented by a private party. As far as the Corporation 
is aware, there is no 1500 tonnes per day single unit plant in opera-
tion in the country. The main constraint in establishing larger 
capacity plant is transport bottlenecks . 

• 
{Ministry of Industry and Civil Supplies, Department of Industrial 

Development O.M. No. 10-70/75-Cem. dated 6-4-76] 

Recommendation (s. No. 11) 

Cement Industry being one of the oldest industries, the Com-
mittee feel that Government should have standardised their 
cement plants according to economy Of scale and utilised the capa-
city available in the country for machinery manufacture to produce 
equipment required for cement plants in the public sector. In this 
context. Government should have also examined the feasibility of 
utilising the unutilised capacity of MAMC, HMT and HEC for the 
manufacture of cement plants. (Para 2.54). 

Reply of Government 

Seized of the problems arising out of multiplicity of designs 
and sizes of cement plants manufactured in India and their effect 
on cost and delivery schedules, the Government are trying to bring 
about rationalization and unification in the field of cement plant 
and machinery. A technical Committee has been constituted for 
the purpose. The Committee has so far finalized and issued two 
draft standards one on Dimensioning Cement Rotary Kilns and 
A~iaries, and the other on Design Criteria for Dimensioning 
Cement Rotary Kilns and Auxiliaries. The Drafts have-1>een wide-
ly circulated within and outside the country for eliciting comments. 

As recommended by the Committee, the feasibift'ly of utilising 
the unutilised capacity of MAMC, HMT and BEC for the manufac-
ture of the cement plants is being examined by the 'Department of 
Heavy Industry in consultation with the above undertakings. 

[Ministry of Industry and Civil Supplies. Deptt. of IndI. Dev. O.M. 
No. IG-70j75-Cem. Dated 17-4-76] 

Recommendation (s. No. 15) 

The Committee note that while the dates of completion have 
been proposed only in the case of three of the five plants, the dates 
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in respect of Tandur and Adilabad have not yet been indicated. 
The Committee are not clear as why the target dates for the com-
pletion of these two projects have not been finalised especially as 
project estimates for these projects have already been approved by 
Government. The Committee' expect that the Government/Corpo-
ration should work out the realistic target dates for the completion 
of the projects and ensure that these dates are adhered to so that 
the targets set for the 5th Plan may be realised. The Committee 
also note that, out of the five projects which have been approved, 
the Corporation had placed orders for the main plant and machinery 
for three projects and the question of placing orders for the remain-
ing two is stated to be under consideration in consultation with the 
Ministry of Finance. The Committee recommend that the progress 
in respect of the supplies of the machinery for these projects should 
be monitored to ensure that there is no slippage in the schedule 
-of supplies resulting in delay in the completion of the projects. 
(Para 2.67). 

Reply of Government 
The observation'S of the Committee have been noted carefully. 

It has been decided that in view of the constrainton resources and 
taking into account the current projections of demand, the need for 
:starting work on Tandur and Adilabad projects and placing orders 
for the plant and 'machinery, will be considered towards .the end of 
1976-77. 

As indicated in an earlier reply, with a view to monitor the 
'Supply of machinery for the projects, and to ensure that there is no 
slippage in the schedule of supplies, a Committee consisting of 
Chairman-cum-Managing Director, Cement Corporation, Director 
(Projects), Cement Corporation, a representative each of the 
D.G.T.D. the Deptt of Heavy indUStry and the Department of IndI. 
Dev. is being constituted. This Committee will monitor, tht! supply 
of plant and machinery to the projects and will tackle the problems 
affecting the timely supply of plant and equipment. The Control-
ler of Imports and Exports and the machinery manufacturer will 
also be invited to the meeting of Committee whenever necessary. 

A separate monitoring units has been set up in the Corporation 
to monitor and locate the bottlenecks and to take necessary remedial 
action. 

Thus it will be seen that no effort is spared at the level of the 
Corporation or of the Ministry in expediting construction and com-
missioning of each project. 
[Mmistry of Industry and Civil Supplies, Deptt. of IndI. ~v. O.M. 

No. 10-70j75-Cem. Dated 6-4-76J 
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Recommendation (S. No. 16) 

The Committee note that the Limestone Investigation Division 
(LID) of the Corporation, was set up in April 1965 by taking over 
the Limestone Investigation Division of the Hindustan Steel Ltd. 
to carry out investigations at 6 sites simultaneously. In view of 
delicensing of cement industry in 1966, the Corporation decided to 
reduce the site investigation work from 6 sites to 3 sites at a time 
after March, 1967 by which time the limestone investigation pro-
gramme for the Fourth Five Year Plan had been nearly completed. 
By November, 1967, the Corporation had prospected. for cement 
grade limestone at 12 sites (includ.ingon~ site investigated by the 
Geological Survey of India) and the investigation work at 3 other;. 
sites was on hand. As a result of investigation Of 12 sites, a total 
reserve of 1J074.33 million tonnes (898.33 million tonnes proved 
reserve and 176 million tonnes indicated reserve) was established. 
As the Corporation could at best set up 5 or 6 plants capable of pro-
ducing one million tonne of cement during Fourth Five Year Plan 
with the funds placed at its disposal, for which the company would 
require proved deposits of about 75 million txmnes of limestone as 
against proved deposits of 898.33 million ~nnes already investigat-· 
eel, Government directed the Corporation in January 1988 to main-
tain a skeleton Investigation Division capable of conduetiDg iD-
vestigation a~ the rate ot one site a year. The Investigation Of the 
3 sites already in hand was completed by July 1969 and the Um ... 
tone InvesUgation Division was wound up by 31st March, 1m. TIie 
Committee note tbat after the direction of Government was recei~ 
ved in January, 1gea, the Corporation selected only ODe sHe in 
Madhya Pradesh for detailed prospecting in July, 1988. The Com-
mitt~ regret to note that after incurring an expendUur. of 
Rs. 11747 the prospecting work done on this site was abande.d in 
February, 1973 because of heavy over-burden and low ~ 
of Lime. In November, 1973, the Min., of Indl. Dev. approved tile 
proposal of the Corpn., for the revival of the L.I.D. 

The Committee were infurmed that the 14 sites approved by 
the CCI, cement plants were set up or are proposed to· !re set up at 
8 sites and the remaining 6 sites (Alampur, Baruwala, JagdaIpur, 
Gokak, Katni and Chittorgrah) on which a total expenditure of 
Rs. 34.66 lakhs had been incurred are not suitable for setting up 
cement plants due to certain inherent difficulties, such 
as transport difficulties, lack of infrastructure, quality of limestoni". 
distance from railhead etc. It was therefore necessary to revive 
the LID as there were not many limestone deposits in the country 
Which could be exploited in the Sixty Five Year P1~ and subsequ-
ently. particularly in the deficit Northern and Eastern Reglofts. 
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The Committee cannot under'stand why the so-called 'inbereDt 
difficulties' which are now stated. to be standing in the way of 1ett.-
ing up cement plants at these 6 sites could not visualised before 
starting investigation work there. 

They would like the Gove~nment to look into the so-called 'in-
herent difficulties' and independently examine the feasibility of 
utilising these sites for the purpose of setting up cement plants in-
public sector. 

They would also like that Government should investigate hoW' 
these sites were at all selected for investigation with a view to fix-
ing responsibility. 

They would also like the Corporation to make sure before taking 
up any new site for limestone investigation work that the facilities 
and infrastructure necessary for setting up a cement plant at that 
site is available or will definitely become available in due course 
at that site if ultimately adequate deposits of lime-stone happen to 
be located there. The Committee recommend that before taking 
up investigation the Corporation should ensure that selection of 
sites for investigation should as far as possible be related to the 
prospects of establishing cement manufacturing capacity. (Paras 
3.24 to 3.29). 

Reply of Government 

The prospecting results at Katni and Gokak sites revealeci tbat-
the Magnesia content in the limestone showed erratic distribution 
which would pose manufacturing problem in respect Of quaIftJ of: 
cement. Hence these projects could not be taken up. 

In respect of Jagdalpur, the Corporation anticipated that the· 
Kirundel-Kotavalsa DBK Railway line can be made available for 
pub1i~ transportation, including the requirement of the Corpora-
tion, for locating a cement factory there. Investigation of these sites 
was taken up with the approval of the Board of Directors and wfth 
the directive of the Government. Recently-a private party was 
granted a letter of intent for setting up a cement 'P1an\ in the Jagdal-
pur area. However, due to the non-availability of rail transport 
facilities this party have since applied for shifting the location of the 
plant to some other place from Jagdalpur. 

The Alampur site is a good site with infrastructure facilities near-
by. At the instance of the Board of Directors, the mining lease was 
not taken up immediately after the prospecting was completed. This 
was due to Government's directive in 1967 that the Corporation 
should concentrate in developing cement capacity in Northern and 
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Eastern Regions. Subsequently after this was lifted bl:; the Govern-
ment, the Board of Directors decided at the 71st meeting held on 
.5-11-74 that the Corporation should apply for mining lease for thls 
site. Accordingly, the mining lease application was filed on 29-1-1975 
by the Corporation. Baruwala site was taken up with the approval 
,of the Board of Directors. Before taking up the prospect of this site, 
the Government of U.P. advised the Corpor4tion that there was al-
ready a proposal to bring a Railway line to Dakpathar about 3 kms. 
from the factory site. The setting up of a cement plant would add to 
the justification of this new proposed line. According the investi-
gation work was taken up to determine the feasibility of setting up 
a cement plant at this location. The railways have communicated 
that it is not possible to increase the line capacity between Laksar 
'8nd Dehradun. The Railway suggested that the Corporation should 
go in for alternative Rail head at Khanalampura 'near Saharanpur. 
Due to this the lead from the plant to Rail head would increase from 
50 kms. to 80 kms. Hence the Corporation had to defer the implement-
.ation programme of setting up a cement factory at Baruwala. 

Chittorgrah site is located in Metre Gauge Section. The Board's 
'approval was taken before starting the investigation at this site. The 
limestone deposit in this site is suitable for Cement manufacture. 

~e Board of Directors, at 71st meeting held on 5-11-1974, desired 
that the Corporation 'Should take a mining lease for this site. Accor-
odingly an application was filed by the CorpOI'a:tion on 27-12-74. 
This application was however, rejected by Rajasthan Govt. on 
1.9-5-75 as the land belonged to other parties and was not vancant. 

The Corporation before taking up any new site for investigation 
ve ensuring that the facilities and infrastructure n~ry for sett-
ing up a cement plant will be available if ultimately adequate de-
posits of right quillity of limestone happen to be located there. 

'Survey, prospecting and proving of cement grade limestone de-
posits in the country' is one of the principal objectives of the Ce-
ment Corporation. Lt was stipulated by Government in 1965, that 
the Corporati{)n 'Should create a capacity of 5 million tonnes by the 
end of the IV plan period. It was further stipulated that "the Com-
pany should take steps to set up, two very large cement plants, each 
-of approx. 1 million tonnes per annum capacity as soon as possible, 
suitable locations for these plants to be investigated inter-alia in the 
J'agdalpur, Bastar area and in the Kotha-gudam area". It was also 
stipulated that the Corporation should undertake establishment of 
about six plants of smaller capacity in lieu of the schemes of private 
parties who were unable to implement their licences. Further the 



133 
Company was given to understand that the prospecting of limestone-
should not only be for its own use but also for putting the know-
ledge thus gained to commercial use by placing it at the disposal of 
private sector. For achieving the target of 5 million tonne capacity 
by 197(}"'71, the Company assessed in March, 1965 that it should have 
atleast 12 manufacturing plants of 0.2 to 0.4 million tonnes capacity 
each and two plants of a million tonnes each. Hence the Cor-
poration organised its staff and equipment so as to carry 
out investigation simultaneously at 6 sites. Out of the 
14 sites proved by the Cement Corporation the Corpora-
tion is utilising 8 sites and 6 sites are not utilised for the reasons 
enumerated above. As the investigation of limestone is a first step 
in establishing the possibility of locating a cement plant, the com-
pany has to take to some extent a calculated risk, in this regard as 
this is a preliminary work to be undertaken by any cement company. 
It will also be observed that the difficulties faced by the Corpora-
tion in utilising the Jagdalpur site in 60s still exists even today_ 

In this connection Ministry, while noting with respect and for 
future guidance the observations of the Committee on the subject. 
would like to submit that at this stage when preliminary investiga .. 
tions of limestone availability for the purpose of establishing a ce-
ment plant are taken, many of the infrastructural requirements are 
usually lacking or inadequate. On that ground however, it woul. 
not be prudent to defer investigation. It becomes necessary to take' 
a calculated risk and proceed with investigation, with the expecta-
tion that if raw material of good quality and quantity are in fact 
located, some of the infrastructural obstacles could be 
overcome step by step. This will be increasingly so as well pro-
bed deposits in readily accessible places gets scarce and it becomes 
necessary to look for raw material in remote and somewhat inacces-
sible places. The Ministry has however noted with deference the-
observation of the Committee of the need for circumspect and close-
monitoring at every stage of prospecting work and is impressing this 
,oint on the Cement Corporation of India. 
[Ministry of Industry and Civil Supplies, Deptt. of IndI. Dev. O.M. 

No. 10-70/75-Cem. Dated 6-4-76]' 

Recommendation (S. No. 17) 

The Committee also note that besides Limestone Investigation-
Division Geological Survey of India and Mineral De~lopment Cor-
poration are also working in the field of SUI"\'ey and investigation of 
limestone deposits. They were informed that the Geological Survey 
of India do not normally give detailed indication of the availability 
of the various raw materials throughout the country and it does not 
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~rmally carry out detailed investigation, about the total quantUJP. 
-or availability quality and otQer characteristics of the limestone.aDd 
because of these limitations of the Geological Survey of India, it was 
considered necessary to have a separate Limestone Investigation 

Division of the Corporation. The Corporation also thought it ~ 
sary to have a separate Limestone Investigation Division as each ce-
ment factory should and does have such a division, ISig or small, 
and as it has to investigate sufficient quantities of limestone de-
posits not only to meet the immediate needs of the existing plants 
but also for the next 50 years. The Committee are not quite con-
vinced of the reasons advanced in support of a separate Limestone 
Investigation Division. They would like the Government to exa-
mines before reviving the Limestone Investigation Division of the 
Corporation whether the role of the already existin'g organisation 
'< viz. Geological Survey of India and Mineral Development Corpo-
ration) cannot be sui~bly enlarged to cover the functions which 
the proposed Limestone Investigation Division of the Corporation 
is expected to perform or whether the working of all these ()Il'gmi~ 
sations cannot be integrated in the interest of economy, coordination 

·and better results. While undertaking the proposed. examinatiOll, 
-Government should also keep in view the recommendation of tbe 
Eatimates Committee made in paragraph 4.24 of its Sixtieth Report 
(1973-75). (Para 3.27) 

Reply of Government 

Although the Limestone Investigation could be done by the 
'Geological Survey of India, Mineral Exploration Corporation with 
~ompetent geologists and drilling engineers, it is necessary for the 
exploiting agencies to demarcate the areas for mining lease to work 
out mining programmes, planning of vari1>us quality stones and 
advising Mining Engineers on a day to day basis.. This work is of a 
d~ailed and continuing nature. So the L.I.D. is not for doing ODe 
time job which ends at the completion of the proving of the Lime-

'stone deposits required to justify setting up Cement Factory. 

C.C.1. itself have selected two sites viz. Rajban (H.P.) and Akal-
tara in M.P. where the Geological Survey of India had done investi-
gation earlier. In both cases it has become necessary for the Corpor-
ation to carry out further exploration in order to demarcate the 
actual mining blocks. Apart from this it is necessary for the air-
'POration to have the assistance in the Head Quarter Office to co-ordi-
nate and collate the mineral concession requirements in the COUll-
try, certificate of approval, mining leases, revision cases as theBe 
:are not based on individual factory establishment but on State wide 
level. For instance, there is legislation on the area, a party can 
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hold under prospecting licence and/or Mining Lease for a partieular 
mineral in a State. If the Corporation has more than one factory 
in ODe State, it is necessary to coordinate the mineral concession Ie-
<J,uirement in all the factories of the Corporation. For the present, 
the Corporation has three schemes in M.P. and three schemes in 
A.P. Hence a Central establishment is required for controlling 
-quality which is of paramount importance for larger size dry pro-
-cess plant which are being implemented by the Corporation. Apart 
from the above, very often quality problems do crop up in the run-
ning plants. For instance at Mandhar, the L'!.C. has been charged 
to demark high grade zones which are required for further utilisa-
tion. Although the Corporation had itself carried out the investiga-
tion in the year 1966 and 1975, it is found that some further work is 
needed to guide mining department. Suc~ requirements are best 
met t>y an organi'Sation within and not on a consultancy basis. In 
the context of all these above the revival of LID in a smaller mea-
-sure has been undertaken. Apart from the above, even to imple-
ment the recommendations of the consultants an organisation is 
required within the Corporation. 

As indicated' in the previous paragraphs, because of the special 
functions that has to be discharged by the Limestone Investigation 
Division, which is not taken care of by the Geological Survey of 
India, in respect of prospecting limestone deposits for setting-up 
cement plants, it is necessary to have a separate limestone investi-
gation division in the Cement Corporation. 

The Estimates Committee was also earlier informed, in reply to 
their recommendation at S.No. 64 (Para 4.24) contained in the 
Sixtieth Report, "Under the existing arrangements, that there is 
effective liaison between G.S.!. IBM, MEC, ccr, Department of 
Mines and Geology of the various States and other Public and Pri-
vate Sectors through Mineral Advisory Board, State Ministers Con-
ference, Central Geological programming Board and its various Sub-
Committees. If any modification is needed in the light of the ex-
perience in relation to the specific problems for bringing about better 
co-ordinations, should normally be no difficult in effecting 
-such changes and improvements. Precise practical steps can be 
formulated in relation to specific difficulties and requirements, since 
existing arrangements are satisfactory and adequate." 

The Ministry has taken careful note of the observations of the 
Conunittee and is impressing on the CCI to streamline and rationalise 
work relating to investigation and exploitation of limestone deposits 
and in particular to keep only the minimum staff required for thJs 
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purpose and take full advantage of the work of other agencies in the 
field. 

[Ministry of Industry and Civil Supplies, Department of Industrial 
Development, O.M. No. 10-70/75-Cem. dated &-4-76] 

Comments of the Committee 

Please see Paragraphs 1.8, 1.9 and 1.12 of the Chapter I of the 
Report. 

Recommendation (S. No. 18) 

The Committee note that in November, 1973 the Ministry approved 
the proposal of the Corporation for the revival of the Limestone 
Investigation Division. The CQIllmittee also note that the revival is 
mainly for carrying out prospecting operations for the Corporation 
bQth for projects under construction and for new projects to be taken 
up in the Sixth and subsequent Plans, particularly in the deficit 
areas. The Corporation may also take up work for private agenc-. 
ies on payment basis or undertake exploration work abroad. The 
Committee are, however, informed that the Ministry are still think-
ing in terms of cement demand 'in the Sixth Plan and in which 
region the Government sh~uld go !Dr establishing cement plants so 
that transport costs are reduced. Though the Broad projections are 
tllere, no location for the Sixth Plan had been finalised. 'l'he Cor-
poration is al~ stated to be in toUch with the G.S.!. and other Cor-
porationj. The Committee are surprised that how in the p bsence 
of any information about the demand in the Sixth Plan or about the 
location of the plants, the Ministry have approved the proposal of 
the Corporation for the revival of the LID. The Committee suggest 
that before the Division is actually revived, . Government should 
assess the usefulness of 'the Division especially in the context of the 
sites already prospected and utillsed. (Para 3.28). 

Reply of Government 

In respect of various sites investigated and not implemented the 
reasons have been given in paras 3.24 to 3.26 (Reply to Recommen-
dation at S. No. 16). Apart from this the necessity of revival of 
LID in a smaller measure has been explained in para 3.27 (Reply to 
Recommendation at S. No. 17) to cater to the needs of the existing 
plants, plants under 'implementation and the sites to be taken up 
for the Sixth Five Year Plan. 

As per the present indications, the demand for cement for the 
rest of the Fifth Plan period is likely to exceed availability of 
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cement in the country; this position is likely t~ continue beyond the 
Fifth Plan period. It is true, that no accurate assessment has been· 
made of the demand for cement during the Fifth Plan period. But 
it can be safely assumed that the demand will increase in the com-
ing years. As such it is necessary to create additional capacity. 
Government also wish to bring up as much Qf this additional capa-
city as feasible in the public sector. Hence, CCI will be very signi-
ficantly involved in this effort. 

Investigation for limestone is work of a preliminary nature, for 
establishing the possibility of locating cement plant in a particular 
locat~on. It is necessary that this work is carried on a continuing 
basis so that when it is found that the setting up of a cement plant 
is feasible technoeconomically at a particular location, the Corpora-
tion could prepare feasibility rePQrtIDetailed project report and 
submit the same to the Government for approval. As pointed out 
earlier, there are not many known" limestone deposits in the deficit 
northern and eastern zones and hence it is necessary to carry out 
limestone 'investigations especially in the northern and eastern 
ZQlles. It is in this over all context that as one of the major cement 
manufacturing company in public sector, it has been felt that 
the Corporation has to develop its own investigation division, capa-
ble of carrying out investigatIons for limestone deposits suitable for 
setting up cement plants. In this connection, our comments on re-
commendation No. 17 will also be relevant. 

[Ministry of Industry and Civil Supplies, Department of Industrial 
Development, O.M. No. 10-70/75-Cem. dated 6-4-761 

CommeDts of tile Committee· 

Please see" Parag_'aphs 1.10 to 1.12 of C~pter I of the Report. 

Becommendation(S. No. 20) 

The 'Committee note that in November, 1967 the Corporation took 
up prospecting work near Baruwala in Oehra Dun which was a 
deficit area and after proving limestone deposits, prepared a pro-
ject repOrt for setting up standard size plant of 60{) tonne per day 
upacity. since theCQruiultants suggested a higher capacity plant 
for achieving economy in scale, the project report was re-cast and 
the revised project report envisaged installation of a ropeway which 
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had to go down a very steep slGpe. The Corporation was therefQl'e 
studying the problems. In the meantime, the executiQll of the p:ro-
ject stood defernKL 

The Committee are informed that the study at the alignment of 
the ropeway has been entrusted to an expert who had surveyed the 
area and the project could be taken up only after this work is over. 
The Committee are also informed that the execution of this project 
could not be taken up because the Railways are not inclined to pro-
vide any siding facilities at the nearest rail-heads. The Committee 
regret to point out that the Corporation should have foreseen the 
necessity for the installation of the serial ropeway even at the t me 
of the feasibility study of the Project and should have tipd its 
arrangements with the Railways before taking up the project and 
incurring an expenditure of Rs. 10.56 lakhs and ultimately deferring 
the Project The Committee would like Govemmeni to investi-
gate as to why these aspects were not considered before the execu-
tion of this prqject in the deficit area was taken up responsibility 
fixed and Committee informed. of the action taken. 

The Committee would also like the Government to press upon 
the Railways for proYliding siding facilities at the nearest rail-heads 
in view of the cement shortage in the region. (Paras 3.46 to 3.47). 

Reply of Govenmeat 

The Ministry have taken careful note cU the observation of the 
Committee in this regard. The connected papers have been looked 
into and the matteJ' reviewed afresh in considering the specific com. 
menta of tM Commjttoe. 

2. It may be staW at the OIItaet that GoY-.ament were anxious 
that the limestone deposits available in Debra Dun area of U.P. and 
Paonta area of Himachal Pradaab should be utilised for the DWU1-
facture of cement, even though it was clear. from the beginning that 
there would be a nwnber Of problems relating to infrastructural 
facilities in locating a cement plant in these regions. The State 
Government. concerned were aaQwally aQxious that tbiI ill-deve-
loped. but poteUally mineral-rieh localities should be opet:leci up 
for industrial development, ev.... if it meant that the initial ~ts 
are high aM apecial support, subsidy or other' arrangements from 
Govermnent would become DtteUSary. Aeeeniingly bGth the pr~ 
jeets one for setting up a cement plant in the PaQnta regioJ! and the 
other to .. up a plant at BaruwalalJ;)e8ra J)up I'egi(Jfl .. ~ being 
pursued. Towards the end of December, 1970 when tbe project 
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.about to be submitted to the Cabinet for final clearance, it was felt 
that there could be sizeable economies in overheads, particularly 
in the develQpment of infrastructural facilities in these regions if 
the Paonta and the Baruwala projects could be combinerl into one 
project, but with separate kilns. As the Committee are aware, it 
naturally took some time for all the pros and cons of this proposal 
for a combined project to, be examined from the technological, the 
managerial and the economic point of view. The factors that final-
ly lead to the Government decision to go ahead with the Paonta 
project separately, have been brought out earlier and they need not 
be enumerated in detail at this stage. The specific point nQw raised 
in this recommendation relates to installation of the aerial rope way 
and arrangement for railway siding for Baruwala project at the 
time when the Cement Corporation was examining it. The matter 
has been examlned further with reference to the records and in 
~onsultation with the Cement CorporatiQn. In this connection a 
copy of the letter dated 30/31-1-1973 addressed by the Cement Cor-
poration to the Chief Operating Supdt. Northern Railway, New 
.Delhi is enclosed (Appendix I). It will be seen that in the initial 
stages, the idea was one railway sidling will be taken at Debra DuD 
to serve both these projects namely Paonta and Baruwala. As per 
this letter at one stage the Ministry of Railways had cQllveyed its 
approval to this proposal. Towards the middle of urn in further 
meetings held between the Cement Corporation and the Railway 
authorities it became clear that, contrary to the earlier assurance, 
a Siding at Debra Dun would not be feas'lble. An alternative loca-
tion fQr this siding, namely, Harawala Station was suggested by 
the Railways. At a later stage even this station was not found 
feasible on the ground that the entire Haoiwar-Dehra Dun Section 
was incapable of handling this additional traffic. By- the timE> this 
decision was conveyed to the Cement Corporation it was September. 
1972. 

3. In this connection the Committee would nQ doubt appreciate 
that in taking up a complicated project in a particularly dlfficult 
zone, there are a number of aspects that need to be examined in 
detail' before a final decision to invest funds can be taken. In the 
particular case under review, the agencies directly involved be~ides 
the Cement CorporatiQn were the Ministry of Railways and the two 
State Governments. One can, nQ doubt, think of a step-by-step ap-
proach whereby until each specific issue (such as railway siding, 
mineral lease, etc.) is examined in all its aspects by all the authorit-
ies concerned and the final decision on that issue is given, the other 
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of consultation ~ examinatio~ It is for this reason. of saving 
time that a number of steps are initiated simultaneously and differ-
ent aspects tackled with different authQl"itiessimultaneously, hoping 
that the outstanding differences could be resolved and the necessary 
linkages ensured before proceeding With the project further; 

4. As regards construction of a rope-way, the following extracts-
from the project Report for Baruwala prepared by the. Cemtmt Cor-
poration o.f India wlll clarify the position:-

"The limestone quarry is situated at Mandarsu at an elevation 
of 1395 metres above sea level whereas the crushing 
plant is proposed to be located at an elevation of 1350 
metres. The cement plant is proposed to be located at 
an elevation of 500 metres 81: Baruwala. The intervening 
area between is of hill ranges. At present only a mule 
tract exists to reach the quarry. Development of a dum-
per road for transportation of l1mestone to the factory-
will be expensIve as two major bridges will have to be 
constructed over a length of not less than 25 kms. In 
addition tQ this, the maintenance of the dumper road will 
be perpetual heavy expenditure due to possible frequent 
land slides in the hilly sections. In view of the above. it 
is proposed to instal an Aerial R'opeway for the transport· 
of crushed limestone from the crushing plant at quarry 
to the factory. The length of the ropeway will be ap-
proximately 8 kilometres and the transport capacity of 
the rOpeway will be 400 tonnes!hr. 

The Ropeway installation including tensioning-stations, load-
ing and unloading-stations, etC'., is expected to cost about 
Rs. 152.00 lakhs." 

"The factory and township have been located near village Baru-
wala. The place is known as village Dmnet. The site 15 located at 
the foot of hill ranges and by the side- of river Yamuna. The land 
selected for factory and township is a cultivated one as a patch of 
plain forest land available there has been taken on lease by the 
army. The area is well drained and above H.F.L. of river Yamuna. 
The land is in terraces. The soil in the area is generally sandy 
loam containing pebbles and boulders and is suitable for resting 
foundations of plant structures. There are some village huts and 
houses which too will be acquired alongwith the land. The site has 
been selected on the following considerations. 
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1. This is the nearest Hat land froql the Manliar!>u quarry. 
Thus the length of aerial ropeway for transportation of 
limestone. from quarry to factory site. will be shortest to 
the proposed site. 

:2. The site is by the side of river Yamuna. Therefore water 
which is very important for the plant as well as township 
is eaSily available. 

3. The site is close to tbe state highway Dehra Dun-Chakrata 
and is approachable by only a 2 Kms. long approach roa.d. 

-4. The nearest rail head is Debra Dun which is connected by 
a good state highway Dehra Dun-Chakrata Qnd movement 
of co.nstruction materials and raw materials to site and 
that of finished goods from the factory will be convenient. 

"5. Power is also available close by." 

Under the circumstances the Ministry would like to submit to 
the Committee that the various technical and other problems likely 
to arise in the implementation of this admittedly difficult project 
were. in fact, fairly wen appreciated by the Corporation. If efforts 
were pursued, indeed there were, insgite of disappointing and some-
times disheartening answers and difficulties at various stages 'in the 
processing of this project, it Is primarily because the opening-up of 
this difficult area by sizable public investment was considered worth-
while from an overall social and economic point of view This ex-
plains why the proposal was undeterred by difficulties and extra 
~osts for infra-structural developments. Nor can it be said that the 
time and resources spent by the Cement Corporation in generating 
and processing this project have gone to waste merely becaufle that 
Corporation has not been able to take it up for implementation. The 
U.P. Sta"te Government continues to evinCe interest in this project 
and has been suggesting to the Cement Corporation, that they put 
it up and manage it on behalf of the State Government. Unfortu-
nately it has not been possible for the Corporation to accede to this 
request, in view of the heavy commitments it has already under-
taken for putting up several new projects elsewhere in the country. 
The Ministry has however suggested to the U.P. Government that 
their State Cement Corporation may consider making use of the 
data collected and the proposals worked out by the Cpment Corpo-
ration in order that this scheme lIlay become reality. 
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Under all these circumstances the Ministry would hope that the-
Committee would feel satisfied with the rationale behind the various 
steps taken and the monies spent in giving shape to this project. 

[Ministry of Industry and Civil Supplies, Department of Indus-
trial Development, O.M. No. 10-70175-Cem. dated 6-4-76]_ 

Recommendation (Serial No. 23) 

The Committee also note that the Action Committee on Public-
Sector Undertakings headed by Shri M. S. Pathak, Member, Planning 
COmmiSSion, had made a suggestion that for long term improvement 
of operation of Mandhar Plant, converting the existing wet process. 
to a dry process system in the plant should be taken in hand but the 
Board of Directors decided that in view of the present financial posi-
tion it may not be possible to undertake this '\Fork on immediate 
basis. They would like the Government to give a serious thought 
to the considerations and the objectives underlying the recommen-
dations made by the Aetion Committee and see whether the decision 
taken by the Board of Directors of the Corporation, is in the interest 
of the Corporation in the long run. (Para 4.14). 

Reply of Govemment 

The Board of Directors had noted the recommendations of the: 
Action Committee with a sense of appreciation. The Corporation 
also realises that this conversion of the existing wet process plant 
into dry process at Mandhar can be advantageous 10 the long run. 
Since the plant has only been put into commission in 1970 and also 
in the context of present shortage in the country the conversion 
programme, which will entail long stoppage of the plant, is not be-
ing pursued now. The position will however be kept under constant 
review in the light of emerging circumstances and requirements. 
[Ministry of Industry and Civil Supplies, Department of Industrial 

Development, O.M. No. 10-70/75-Cem. dated 6-4-76] 

Recommendation (Serial No. 26) 

The Committee note that though the State Government granted 
the mining lease for 404 acres of land in April, 1967 which included 
332 acres of private land and the lease agreement was executed in 
October, 1967, there was a delay of 16 months in the Corporation 
taking action for acquisition of the private land and only 236 acres 
were acquired through negotiations upto NovemlJer, 1972 for Rs. 4.73-
lakhs. Negotiations for balance .are .still stated to be in progress_ 
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The Committee are informed that as the proceedings for acquisition 
were pending with Government till 1969, the Corporation sought 
permission for direct negotiation. 

It has also been stated that in the absence of acquisition of the 
entire land, there had been difficulties regarding disposal of over-
burden and heavy blasting operations. 

On an application of the Corporation in December, 1971 for an 
additional area of 198 acres of which 98 acres was private land a 
mining lease of 195 acres of which 92 acres was private land, was 
given by State Government in January, 1973 after one year. It has 
been. stated even now the acquisition proceedings were still in pro-
gress and a small piece of land was left to be acquired from the 
private owners. 

The Committee see no reason why the Corporation should not 
have felt the sense of urgency and taken up the matter through the 
Ministry with the State Government and why it should have waited 
till November, 1969 to seek the permission. The Committee recom-
mend that this matter should be settled without further delay and 
the Committee infQl'med. (Paras 5.24 to 5.27). 

Reply of Government 

The Cement Corporation of India moved the Collector, Rai'pur in 
March, 1968 for givin'g advance possession of the land under the Land 
Acquisition Act. The Collector, Raipur referred the matter to the 
Government of Madhya Pradesh on 25th June, 1969. The State Gov-
ernment decided on 20th July, 1970 that notification under the Land 
Acquisition Act was not necessary and that the land could be acquir-
ed within the prOvisions contained in the Mining Lease Deed. Ac-
cordingly, as per the prOvisions in the Mining Lease DeeO., the Col-
lector was approached for giving award in cases where the land 
owners were not inclined to part with their land in favour of the 
Corporation. There were, however, p1:ocedural delays in the Col-
lector's Court. 

The Corporation started acquiring land from September, 1970 on-
wards. Till January, 1976, the Corporation had acquired/obtained 
surface rights for 382.72 acres of land out of 599.58 acres leased to it. 
The balance of 216.86 acres of land is yet to be acquired.. 

{Ministry of Industry and Civil Supplies, Department uf Industrial 
Development, O.M. No. 10-'lO/75-Cem. dated 6-4-76] 
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Comments of the Committee 

Please see paragraphs 1.16 to 1.19 of the Report. ' 

Recommendation (Serial No. 28) 

The Committee also note that there was an f)v~l"-all increase of 
Rs. 13.39 lakhs in the actual expenditure under civ i1 works over the 
provision in the DPR after absorbing the savings under water supply 
and sewage disposal and residential buildings. The excess bas been 
attributed to an extra expenditure of Rs. 25 lakhs on factory build-
ings, foundations and welfare buildings due to increase in the quan-
tities of work as compared with the provision made in the DPR and 
deeper foundation as a result of change in the design of the crusher 
plant. 

The original design of the crusher plant had to be altered as the 
quality of lime-stone was found (1968) to be hard~r than originally 
assessed (1966) by the plant suppliers, thereby leading not only to a 
more powerful crusher and conveyor but also to deeper foundations. 
As a result, not only was there an extra expenditure of Rs. 8 lakhs 
under civil works on account of deeper foundation but the plant sup-
pliers had also to be paid an extra amount of Rs. 1.5 lakhs because 
of the change in the design of the crusher necessitated in the light 
of analysis of the raw materials etc. The C'Ommittee were inform-
ed that in terms of letter of intent dated 29th June. 1965 sample of 
raw material was to be collected by the plant suppliers in associa-
tion with the undertaking and tested before commencement of manu-
facture of machinery. There was no mention in the letter of intent 
for varying the quoted price of Rs. 137.58 lakhs. 

The agreement with the suppliers also mentioned that in the light 
of the test conducted by the supplier, the party agreed for change in 
the specification of the crusher unit. There was no mention about 
price escalation on this account. Actually when ~ntract was con-
cluded subsequently, the price was changed and various adjustments 
not only on account of the Crusher Plant (in which extra amount of 
Rs. 1.5 lakhs was involved) but on account of some other equipments 
also were made. As a result of these adjustments. the over-all price 
of Rs. 137.58 lakhs was reduced to Rs. 137.08 lakh!'. 

The Chairman and Managing Director of the Corporation inform-
ed the Committee that they were not in a position to say under what 
circumstances the adjustment upwards was agreed. to and that this 
matter was not approved by the Board at that time. The Commit-
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tee were informed that as a result of adjustments upwards in some 
,teases and downwards in other cases, the ,ultimate contract price is 
stated to have been reduced from Rs. 137.58 lakhs .toRs.,J37.08 lakhs. '.' - -
'The Committee need hardly str,ess that letters of intent formed. the 
basis of contracts and there should not be any change in the provi-
,sions stipulated in the letten of intent. The Committee are also not 
'happy tIlat such changes should have been made without the appro-
'val of the Board although the overall effect of the changes is a re-
'duction in the total value of the contractual amount. The Commit-
tee recommend that Government should closely examine the justifi-
-<:ation for such changes which have led to an extra contractual obli-
gation. The Committee may be informed of the results. (Paras 5.30 
to 5.31). 

*lteply of Goverlllllent 

The Ministry agree with the view of the Committee that the 
letters of intent should normally fann the basis of the contracts and 
they should not ordinarily be changed piece-meal. The Government 
'also fully share the anxiety of the Conunittee that assumption of 
'extra contractual obligations leading to additional payments should 
'as a rule be avoided. However, the following facts in respect of the 
change made in the design of the crusher for the Mandhar plant a'l"e 
'submitted for the consideration of the Committee. 

The letter of intent for the supply of plant and machinery includ-
ing crusher was placed on MIs. K. C. P. based on standard eqiup-
ments which included the speCification of crusher having single tog-
gle crusher with ordinM'y hammer mill. The normal hardness of 
limestone in use in cement factories in India is around 3 according 
to Moh's scale of hardness, which is also the paRition in the case of 
1imestone at the Kurkunta and Bokajan plants of the Cement Corpo-
Tation of India. However, when pilot plant tests were carried out 
'SUbsequently, when approximately 300 tonnes of limestone was test 
evaluated by the plant and machinery suppliers, i.e. MIs. K. C. J. 
in thei'l" associate company's works at Vijayawada, it was observed 
1hat:-

1. The hardness of the stone was 4 according to Moh's scale 
of hardness. 

• At the rime offacrual verification. Audit had ,rated as fOllows:-
" In the abse"c:! oftest rtport, the facti Stilted in the reply are not surc~p

~"le of verification ... 
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2. While crushing, it \Vas observed that the standard crusher-

was breaking the staDe with 50 per cent more power con-
suaptioa. 

3. When the crushed stone was fed to tift! rA1Vgt"ihding mill. 
the first chamber of raw mill got jammed l1ery often even 
with 50 per cent of normal feed. 

4. It took 21 times more time than normal for grinding lime-
stone to required fineness. 

The test was carried out in the presence of a Senior Officer of 
the Cement Corporation of India, in their works. Mis. K.C.P. sub-
mitted the details of these tests to the Cement Corporation in the 
first week of February 1968 and in their subsequent letter they 
suggested change of equYpments. 

The limestone was also later test evaluated in the laboratory 
of Government of Madras and found to be high-resistant to crush-. 
ing. Considering all these factors, which could not be fully fore--
seen when the design of machinery was initially drawn up, the 
Corporation was convinced .that· the crusher section had to be re-
designed with a double doggie jaw crusher and reversible impact 
type hammer mill to give better officiency as against the originaJ. 
provision of single toggle crusher with ordinary hammer milL 
Eventhough the increase in the price due to the change was quoted 
at Rs. 3.51 lakhs by the machinery s"Wpliers, after discussion the 
Corporation was able to restrict the additional cost to Rs. 1.5 lakh 
only. This increase W8.~ bonafide and the change in the equipment 
was made in the interest of the Corporatiop. and with the knowledge· 
of the technical Director representing the Directorate General of 
Technical Development. It is true that before agreeing to the 
change in the specifications of equipments and resultant increase in 
price, no specific reference was made to the Board of .Directors. 
However it may be mentioned that 'generally the Boani. of Directors 
approves the placement of order in broad and general terms, both 
in respect of technical specifications and commercial conditions. 
In the interest of the expeditious implementation of the projects it 
is not considered necessary nor feasible for the Corporation to refer-
every change that may be necessary during the implementation 
stage of the project to the Board The Board or the concerned 
members of the Board are however consultedikepti1Ifot'med by the 
Corporation of the major changes. 

Thus it will be seen, that because Of the peculiar quality of the-
limestone (variation in the hardness from the normal limestone 
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in use in cement factories in India and high resistance to crush-
ing) the design of the crusher had to be changed with a doubl~ 
toggle jaw crusher and reversible type hammer mill to give better 
efficiency, against the original provision of single toggle crusher 
with ordinary hammer mill in -standard equipments. This has. 
no dQubt, led to an extra expenditure of Rs. 1.5 lakh, but this had 
to be carried out in the interest of the efficient working of the 
crusher and this was done with the knowledge of the technical 
director. The action taken was bonafide and in the interest of the· 
project and the matter need not be pursued further. 

[Ministry of Industry and Civil Supplies, Department of Industrial 
Development, O.M. No. 10-70/75-Cem. Dated 6-4-76] 

Reeommendation (S. No. 30) 

The Committee note that the M.P. Government Tariff indicated 
that H.T. power can be made available at 33/11 K.. V. While 
rormulating the project report, an estimate was prepared for supply 
of power by Madhya Pradesh State Electricity Board at 11 K.V. 
and in the hotly of the report it was mentioned at 33 K.V. power 
supply. 

The M.P. Government having regretted to supply power at 
11 K.V. an extra transformer had to be installed by the Corporation 
for stepping down the supply of power from 33 K.V. to 11 K.V., 
for which no provision existed in the D.P.R. The Committee would 
like that this matter may be investigated with a view to pin-point 
responsibility for this costly lapse. The Committee may be kept 
informed of the results. (Para 5.41). 

Jteply of ~~ent 

It will be seen from body of the Detailed Project Report for 
Mandhar Project that the DPR envisaged the stepping down of 
Power from 33 KV to 11 KV by 7000 KV A Transformer, as the 
Madhya Pradesh State Electricity Board agreed to supply power 
for the Mandhar Plant to the extent of 6500 KVA at 33 KV. Thus 
the DPR (Chapter-IV) envisaged the purchase of a 7000 KVA 
Transformer. However, as admitted by the ement Corporation, 
no provision for this was made while preparing the cost estimates. 
Thus this is 811 error due to overSight. However, while the exami-
nation of the DPR was nearly completed, the Cement Corporation 
intimated in August 1968, that 

"In the case of Mandhar Project, the estimates were prepared 
on the basis of power being. avilable at 11 K.V. The 
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-:Madhya Pradesh Electricity Board have agreed to supply 
'power at 33 K.V. only and We are incurring an expen-
'diture 'of Rs. 4.3 lakhs for stepping down the power from 
33 KV to 11 KV. This will be addiUonal expenditure 
which was not provided in the project estimates." 

As this was not included in the original estimates, the Corpora-
~tion felt that this expenditure and expenditure on some other 
.items (not covered in the original estimates) rould be met from 
. the provision under ·'Contingencies." if the amount asked for under 
,this head is sanctioned. However, the Finance Ministry did not 
agree to make a provision for such a large amount under "contin-
gencies," and hence the C06t estimates approved on 7th June, 1969 
for Rs. 451.51 lakhs did not contain provision on this account. 

In the revised cost estimates submitted in February, 1971, the 
'<X>rporation anticipated an excess expenditure of Rs. 4.63 lakhs 
'under "electrification" and stated that 

"the estimates were prepared on the basis of power being 
available at 11 K.V. The Madhya Pradesh Electricity 
Board however agreed to supply power at 33 K.V. only. 
The Corporation had therefore, to incur an expenditure 
of about Rs. 4.50 lakhs for putting up its own sub-station 
for stepping down the power from 33 K.V. to 11 K.V.". 

'In view of the above position, the expenditure on sub-station 
·was approved and included in the Revised Cost estimates sanctioned 
'in July, 1972. 

Thus it will be seen, that the Madhya. Pradesh Electricity Beard 
agreed to supply power of 33 KV and accordingly the body of the 
D.P.R. envisaged purchasing of a 7000 KV A Transformer for step-
ping down the power from 33 KV to 11 KV. But in the estimates 
prepared, no provision had been made earlier for the expenditure 
on account of the purchase, of the Transformer. As this item was 
not included in the original estimates, the same was not included 
in the approved estimates and it was sanctioned in the revised cost 

,.estimates only. The expenditure incurred was an essential one and 
there was an error of omission in the preparation of the initial cost 

,-estimates which was corrected law. The Corpora1lion is being 
:advised to be more careful in the preparation of estimates at all 
stages of its prospects. 

:tMinistry of Industry and Civil Supplies, Department of Industrial 
Development, O.M. No. 10-70/75-Cem. Dated 6-4-76] 
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Bec:ommendation (8. No. «0) 

The Committee note that the automatic devices have stgrted': 
functioning from November, 1973. In spite of the mobile bag con-
veyors functioning now, manuaLlaibour has to be engaged fot lift-
ing the bags from the mobile bag coonveyors and proper stacking 
of the same in wagons/trucks. The Commit~ recommend that 
the Corporation should be in the interest of fuiler utilisation of the· 
mobile bag conve)'Qr consider elimination of manual labour and 
avoid the expenditure thereon. (Para 5.121). 

Reply Of Govel'DlllJe'Dt 

Th~ Mobile bag conveyors are wor'king now and most of the· 
operation is being carried out mechanically. However,. handling of 
bags from the cpate of bag conveyor and stacking the same into-
wagons has to be done manually only. Total elimination of manual 
handling for this operation is not possible. 

[Ministry of Industry and Civil Supplies, Department of Industrial 
Development, O.M. No. 10-75/'75-Cem. Dated. 6-4-76]: 

Recommendation (S. No. 42) 

The Committee regret to note that though the Cerporation pro-
cured machinery worth Rs. 18.47 lakhs during February 1969 and: 
August, 1969 fOr quarry operations, the mechanical operation :ilJ., 
the quarry were commenced in December, 1970. As a result, cer .. 
tain equipment of the value of Rs. 18.17 lakhs could not be put' to· 
any use upto December, 1970. Besides, the Corporation hE'd to 
resort to raising of limestone w.el. September, 1989 through the 
agency of contractors. Even after December, 1970 themecbanica1' 
operation had to be suspended during May. 1971 to. October, 1971 as 
~he machinery was diverted to rehandling of accwnulated .stock of' 
limestone The Committee were informed that out of 9.25 lakhs 
tonnes of limestone raised froD;l September, 1969 to March, 1973, a. 
quantity of 8.38 lakhs tonnes was raised through contractors and 
the balance through departmental machinery. It has been stated 
that because of low utilisation of the machinary, the cost of raising 
limestone throueh departmental machinery is almost double the· 
cost of the contractor which has got an effect on the cost of produc-
tion of cement. The Committee were informed that delay in the· 
commencement of the mechnical operation was due to delay in the· 
acquisition of the land .. In the opinion of the Committee, this oould 
kwe been avoided by proper planning and the machinery put to 
effective use. The Committee would like the Government to inves-
tigate the reasons for delay in the commencement of the mechanical! 
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~perat1ona and examine why the cost of raising limestone through 
departmental machinery is almost double the cost of doing this 
work through a contractor and draw lessons therefrom. (Para 
:5.137). 

Recommendation (8. No. 43) 

The Committee note th81t the DPR envisaged me~hanical opera-
'tiona in the quarry to meet th~ factory's requirement of 30,000 
tonnes of limestone per month. Three dumpers, one shovel and 
'other equipment valued at Rs. 18.47 lakhs were purchased for the 
purpose. The Cost Auditor in his report for 1972-73 stated that the 
·existing capacity for raising limestone through mechanical opera-
tions was 15,000 tonnes per mO!1th i.e. 1,80,000 tonnes annually, but, 
;against this, the Corpore.tion raised only 86 000 tonnes of limestone 
(including over burden-25464 oonnes) in 1972-73. They regret to 
Jlote the under-utilisation of the mechanical equipment deployed 
for raising limestone. 

The Committee note that the initial expectation on the basis of 
prospecting work done was that a single face 'Of the quarry could 
·be developed to raise the requ;red quality and quantity of limestone 
but as the limestone deposit w's errati~ in disposition, it was found 
necessary to develop a number of faces. The existing three dum-
pe~ and one shovel were, therefore, considered inal\equate and 
additional equipment (one additional shoval and 2 dumpers) cost-
ing Rs. 10.64: lakhs have ~n/are being procured to I"aise the entiJ'le 
requirement of 30,000 tonnes of limestone per month. They were 
infonned that limestone at Mandbar being just of lJUU'ginal quality, 
it would be difBcult to maintain the required quality of limestone 
if cent per cent mining was done by mechanical means. It was 
considered necessary to blend the mechanioally raised limestone 
with manually raised Ibnestone in the ratio of 66:33. On this basis, 
mechanised raising of limestone to meet the daily requirement of 
1,000 tonnes per day would be 650 tonnes per day, while the capacity 
of the additronal equipment procured being procured is to raise 
1,000 tonnes per day. The Committee would like the Corporation 
to review the quantum of additional equipment being procured 
and make sure that only the minimum number of additional items 
. are pI"OCured 90 that none of them has to be kept idle and the cost 
of unJMCessary items does not increase the capital cost of the pro-
ject. (para 5.150). 
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The Co~ttee note that during 1973-74, 97.133 M.T. of lime-
-stone were nised by mechanical mining and 71,000 M.T. by mannual 
mining. The costs per tonne of ~ limestone mechanically and 
manually were Rs. 16.10 and Rs. 10.39 per M.T. respectively. The 
effect of this was that the incidence of cost of limestone in the cost 
of pl"'Jductton is Rs. 18.68 in 1973-74 against the rate of Rs. 7.70 
assumed in DPR. The Committee were infurmed that out of 
3,25,000 M.T. of limestone required per year for Mandhar Plant, 
about two-third i.e. over 2.00,000 M.T. would be raised by mechani .. 
cal means, and this will bring down the cost of mechanical opera-
tions. It was howeveJ:" stated that it was not feasible to raise the 
full r;ll'antity of 3,25,000 M.T. of limestone per annum mechanically 
only and as such reco\ll'se to manual mining could not be avoided. 
The Committee regret to note that the me:-hanical equipment 
deployed for raising limestone had not been fully utilised. They 
would like the -Government to go into the reasons fur under-utilisa-
tion of equipment with a view to fixing responsibility. 

The Committee are distressed to note that the cost of ralsmg 
limestone mechanically is much more than that of normal raising. 
They would like the CorpoI"ation either to reduce the cost of 
mechanically operations within a stipulated period or leave the idea 
of mechanisation and avail of the manual labour fur the purpose 
which is easily available. They would also like the Government! 
Corporation to take adequate precautions in future while importing 
such machines in the light of their experience and examine the 
advisability of importing machines which either cannot be utilised 
fully or which are likely to prove costlier than the manual labour 
in actual practice. (Para 5.152). 

Reply of Govenuaent 

The observations of the eommittee have been. noted earefully. 
'The Corporation applied for an area of about 583 acres under 
mining lease at Mandhar. The Government of Madhya; Pradesh 
granted in the first instance only 403 acres out of 583 aC'l'es asked 
for by the Corporation, that too in dis-Cannected blocks. The Madhya 
Pradesh ~ent did not grant the entire area asked for, as 
-certa.in public utilities like village roads. village tanks and irrigation 
-canals were passing through the area asked by the Corporation. 
The grant of mining lease area in 9 diseonnected blocks posed a 
problem to the Corporation to plan an integrated mechanised mine. 
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The Corporation was m cOrreSpondenCe with the State Government 
and the Central Government (Ministry of Mines to have the area 
granted as one compact block fool' efficient and economic working._ 
~is was later agreed to and w~s .giv!i!n effec~ to by.the Government 
of Madhya Pranesh. The case' was' iihaiiy settled' 'ifi "1972 only,. 
although the Govemmentof Madhya Pradesh had a,greed to do this 
somewhat earlier. Thus, about rour years were lost befor,e the Cor-
poration would have one compact block of mining lease, Because 
of this reason the Corporation could not properly plan the mechani-· 
sed mining operations, The Corporation had, therefore, to begin 
work on available pieces 'Of limd in dis~connected blocks. 

As stated above, the mechanised workIing could not be started' 
in September. 1969, because suftlcient ·land was riot available for 
mechanised mining. The details of land acquired for the MC',ndhar' 
quarry were as follows:-

15-$-1970 

2-9-1970 

2' -9~1S-70 

:8-7-1~ 71 , 
17-8-1971 

17-9-1~ 71 

14/3 to I8i3-i2 

2S-4-ISi2 

Date 

Tuta!: 

Lard acqUired ir acres 

13'32 

1"66 

3'75 

49'~8 

9' 14 

10S'84 

18'43 

2c7'97 

From the above it will be seen that the land was made available-
In'September, 1970 and J'E!lDovalof: overburden for development. 
work with the mechanised equipment, was started in December,. 
1970 without any loss of time. 

Manual working was started. in September, 1969 in small isolated 
patches of Governmeu.t land which were available with the Co~ 
poration. These patches were too small. for mechanised working:-
Even though action for acquisition w~initiated as early as M~ 
1968, the Corporation was able to lICquire the first . lot of land in 
September. 1970. 
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Normally in a quarry the development work has to be done for 

a period of atleast one or two years depending on the quarry site 
conditions before fullfledged mechanised mining can be carried out 
there. In the case of Matia-Lalpur mines, the development Of the 
quarry could not be done well in advance owing to the difficulties 
of land acquisition as indicated above. In view of the limited area 
of land available for mining operations the maximum quantity of 
limestone was raised manually in order to feed the factory where 
the raw mill and the kiln were commissioned in early 1970. Since 
the limestone has to be given priority over the development work, 
advance development work could not be carried out to permit full 
use of the mechanised equipment. The limestone at Matia-Lalpur 
mines Occurs under a thick ova--burden of 3-4 meters and the forma-
tion of the deposit is not regular to enable Corporation to under-
take any planned developmental work. Under the circumstances 
maximum quantity of limestone was raised manually during the 
years 1971 and 1972 both in order to expedite the development 
work for commissining of the mechanised quarry as well as to 
keep the factory fed with the limestone for production purposes. 
Besides the rail track between the quarry and the. factory was 
newly oonstructed and embankments had not got consolidated and 
it was feared by the Corportion, that there may not be uninterrup-
ted supply of stone from the quarry to the factory by the NG 
wagon transport. As a result, large quantities of limestone were 
stocked in the factory area also during this period. During the 
year 1971, the shovel and machines from the quarry were shifted 
to the factory before the monsoon period and a large quantity of 
the manually stocked stone at factory was loaded back for crush-
ing. The machines were shifted to quarry only in the last part of 
the year 1971. Even at this stage the quarry was not fully d.eve1opet\ 
in order to utilise the equipment for mechanised mining. Ulti-
mately the mechanised mining was started on a regular way only 
by the middle of 1972. But the quantity of mechanised limestone 
in proportion to the manual limestone could not be stepped up as 
the quality of limestone mined by the machines was low, due to 
contamination with inter-statial clay and embedded shales in the 
limestone. Hence the factory was forced to utilise larger percen-
tage of manually mined stone in order to maintain the quality of 
the clinker and cement produced in the plant. Since the produc-
tion from the mechanised mine was far less than the capacity 
of the equipment, the cost of mechanised stone has been relatively 
high. 

The quality of limestone in the Matia-Lalpur quarries is very 
marginal in nature and embedded shales which bring down the qua-
lity. Besides there is inter-statial clay which is quite deep seatedp 

'70 ~11. 
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thus contaminating the limestone even from the second beDcbe5 
where there is no over-burden. Therefore, the Corporation had to 
resort to manual mining in part as the1'e was deterioration in ~ 
lity of the stone raised by mechanised mining. 

A consultant has recently been appointed by the Corporation 
to advme them on the best techno-economic combination of manual 
VB. mechanised mining in their present mines and raising addi-
tional quantities from a new mining lease taken by the Corporation 
at Silliari. As soon as the Consultant's report is received, the 
Corporation expects to normalise the working of the limestone 
quarry at Mandhar. In case the percentage of mechanilled min-
ing cannot be increased appreciably the Corporation will explore 
the possibility of diverting surplus equipment and personnel to 
other projects on hand with the Corporation. 

The entire set of facts relating to this recommendation bas heaL 
set out in detail to bring out the constraints which the Corporation 
had to face and overcome in regard to mining of limestone in this 
project. 

[Ministry of Industry and Civil Supplies, Department of Industrial 
Development. O.M. No. 10-70/75-Cem.. dated 6-4-176]. 

Comments of the Committee 

Please see para'graph 1.25 to 1.31 of Chapter I of the Report. 

Reeommendation (8. No. 48) 

The Committee also note that the utilisation of capacity in 
Mandhar Plant during the years 1971-72, 1972-73 and 1973-74 was 
comparatively better than the average percentage of utilisation of 
capacity achieved by the Cement indUStry as a whole. It achieved 
the maximum utilisation of capacity (i.e. 90 per cent) in 1972-'13 
as compared to the maximum of 80 per cent a.<:hieved by tlie 
industry in 1972. But what is disappointing is that after achieving 
90 per cent utilisation of capacity in 1972-73, it slumped to 761 per 
cent in the following year (1973-74). The Committee find that the 
various sections of the plants actually worked between 300 days 
(5840 hours) and 343 daY'S (7946 hours) in 1971-72 and 1~'73. 
The Committee find that except for kiln, all other sections of the 
Mandhar Plant have sufficient built in capacity to achieve a rate 
of production of cement higher than that of 2 lakh tonnes. Even 
in the case of kiln the capacity is more than what is required to 
proQuce 2 lakh tonnes of cement in a year. The Committee feel 
that the Mandhar Plant is capable of producing more than 2 lakh 
tonnes of cement per annum, and utilisation of even 90 per cent of 
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the capacity should not lead to any sense of complacency in any 
lluarter. The Committee urge that the Corporation should deter-
mine the attainable capacity of the Mandhar Plant as a whole 
taking into account the available in-built capacity and make all 
aut effort to operate each seeton of the Mantihar Plant to the 
maximum level and compare its performance with reference to 
the attainable capacity and not with reference to the capacity of 
.2 lakh tonnes as originally envisaged. (Para. 5.176) 

Reply of Government 

Due to marginal quality of limestone and poor quality of coal, 
the grindability of clinker at Mandhar is poor. As a result the Unit 
is able to achieve an output rate of about 28 tonnes per hour only 
from cement mill. The capacity of the plant as worked out on this 
basis comes to 2.04 lakhs tonnes per annum. It is felt that fal' 
comparing the performance of the plant the attainable capacity 
of the plant should be taken as 2, lakh tonnes per annum only. It 
is expected that if there are nQ stoppages on account of reasons 
beyond the control of the Corporation, like power shortages and 
interruption, wagons shortage, cement market conditions, the fac-
tory will be able to achieve 90 per cent of the rated capacity. 

[Ministry of Industry and Civil Supplies, Department of Industrial 

Development, O.M. No. 10-70/75-Cem., dated 6-4-76]. 

Recommendation (S. No. 49) 

The Committee note that the DPR prepared in January, 1967 
envisaged a return of 8.3 per cent on the capital investment of 
Rs. 465.48 lakhs after making provision for depreciation, interest 
on working capital/loans and development rebate. According to 
the revised profitability projections worked out in June, 1971, it 
was anticipated that the plant would be incurring losses unless 
production and despatch of cement was at 80 per cent of the 
installed capacity and even with the attainment of 90 per cent 
capacity utilisation the return on equity would be only 3 per cent 
before making any provision for tax. The plant earned a net 
profit of Rs. 2.56 lakhs in 1971-72 when capacity utilisation was 82 
per cent and there were losses of Rs. 0.64 lakh in 1972-73 and 
Rs. 25.86 lakhs in 1973-74 when capacity utilisation was 90 per cent 
and 76.5 per cent respectively. Due to continued control of cement 
price and continuance increase in the cost of production, the profi-
tability in the cement industry as a whole is stated to have been 
adversely affected. With a view to bring down the cost of produc-
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tion, action is stated to have been taken to procure additional 
quarry equipment for maximising mechanical mining and to lay 
down standards for consumption of stores and spares but more 
than this the fixing of realistic retention price is considered impe-
rative for the economic viability of the plant. The Committee 
note that the Government revised the retention price once in 1973 
and twice in 1974. They feel that it will be wrong for the Corpo-
ration to depend entirely on the increase in retention price to 
achieve economic viability. So long as the Corporation does not 
maximise production of each section of the plant, make the mecha-
nical mining economical, keep stores, spares, and staff strength 
under strict control and take other measures to cut cost of pro-
duction all round, small increases in retention prices, which might 
ultimately be neutralised by rise in costs of wages and inputs are 
not going to contribute much towards the achievements of economic 
viability. They would like the Corporation to work out the effi-
ciency ratio at which each section of the plant should be operated 
to achieve the objective of 8.3 per cent return on capital investment 
as envisaged in the DPR, identify the problems that stand in Uie 
way of achieving the desired efficiency ratio and then concentrate . 
all efforts on solving these problems. (Para 5.100). 

Reply of Government 

At the time of preparation of DPR of Mandhar factory in 
January, 1967, a return of 8.3 per cent on capital dnvestment of 
Rs. 465.48 lakhs was envisaged with reference·to retention price of 
Rs. 96 per tonne. The cost of production at that time was esti-
mated at Rs. 79.65 per tonne including depreciation and interest 
of loan and working capital. The above cost of production was 
based on production of 2,00,000 tonne per annum of cement i.e. at 
100 per cent uti11sation of installed capacity. The capital invest-
ment in the factory factually come to Rs. 490.53 lakbs instead of 
Rs. 465.48 lakhs. The retention price on date is Rs. 157.75 exclud-
ing selling and distribution commission which is at present Rs. 3 
per tonne. The revised standard cost prepared as of date 
(30-9-1975) for Mandhar Cement factory works out to Rs. 144.55 
per tonne at 90 per cent capacity utilisation. At 100 per cent 
capacity utilisation the standard cost for Mandhar Cement Factory 
works out to Rs. 138.45. At 100 per cent capacity utilisation (as 
envisaged in the DPR) the return on equity based on the present 
retention price and standard cost of production as worked out now 
Will work out to about 7 per cent instead of 8.3 per cent after pay-
ment of income tax. 
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Seeing the present conditions, it will not be possible to achieve 
8.3 per cent retUrn after tax as envisaged in DPR due to the 
following reasons. 

(1) (a) The supposition in DPR of achievement of 100 
per cent of capacity in /actual output of cement is too high 
a target to materialise on continuing basis. 

(0) Moreover the quarry operation etficiency also is not, 
what was envisaged in the DPR. However, to improve the 
quarry efficiency, the Corporation has appointed Consultants. 
Further action will be taken by the Corporation after their 
report is received. 

(2) At the present selling price and cost base, 8.3 per cen. 
e return cannot be achieved even on actual output tumiDi out 
to be 100 per cent of installed capacity on continuing ~is. 
We need 105 per cent efficiency i.e. 2,10,000 tonnes of cement/ 
year to achieve 8.3 per cent return. 

(3) Increase in cost such as increase in dearness allow-
ance, wages, frefght, price of coal, electricity etc., keep tak-
ing place day to day but compensating increase in ]fetention 
price comes after sufficient time lag. 

The Management has already taken up a scheme for improve-
ment in cement / clinker output at a cost of Rs. 33 lakhs and this 
scheme is expected to be completed by April, 1976. This will 
deftn.itely improve the profitability of the factory. Various steps 
for improvement of quarry operation also are receiving close 
attention though it will not be possible to have 100 per cent mecha-
nisation of the quarry due to characteristics of the limestone in the 
mining lease area. The Management considers that achievement 
()f a return of 5 per cent after tax is a practical position for near 
future i.e. next three years or so. 
{Ministry of Industry and Civil Supplies, Department of Industrial 

Development, O.M. No. 10-70/75-Cem., dated 6-4-176]. 

Recommendation (S. No. 52) 
The Committee note that in response to the tenders for plant 

and machinery invited in January, 1972 in anticipation of Govern-
ment sanction to project estimates, quotations were received in 
May, 1972 from only two out of the six firms on the approved list. 
The offer of Messrs ACC was for Rs. 238 lakhs with bought-out 
items and that of Messrs ISGEC Ltd. for Rs. 197 lakhs, both the 
offers being valid upto 31st July, 1972. As the Corporation could 
not finalise examination of tenders by this date, the firms were 
asked to extend the period of validity upto 30th September, 1972. 
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In view of the substantial increase in price, the ACC did not agree 
to extend the validtty of the earlier tender but sent a revised offer 
in August. 1972 (Rs. 264 lakhs} which was valid upto 30th Septem-
ber, 1972. This offer was again reY!sed to Rs. 267 lakhs on the 2nd 
October, 1972. Since the ISGEC Ltd. had not supplied any cement 
plant in India therefore it was not considered and the tender of 
Messrs. ACe was also not accepted. Fresh tenders were invited 
in October, 1972 to be submitted by February, 1973 and subse-
quently extended to April, 1973. The COmmittee were informed 
that the Corporation could not finalise the tenders as they were 
awaiting the sanction of the revised estimates sent to Government 
in September, 1972 as the cost of plant and machinery had d.op.bled. 
The Committee regret to observe that in view of the delay in the 
ftnalisation of the tenders by the Corporation, the cost of plant and 
machinery had escalated, resulting in increased capital investment 
on plant and machinery by the Corporation. 

The Committee are informed that the fresh tenders invited in 
October, 1972 were finalised and orders for packing plant were 
placed in November, 1973 and for the slag drawer and cement mill 
in March. 1974. It was stated that the prices quoted in the tender 
of ACC in May. 1972 were inclusive of bought-out items. Further. 
the capacities of the 2 slag cement grinding mills offered in Mq. 
1972 were of 19 tonnes per hour whereas the order placed was for 
a single mill of 50 tonnes per hour. 

The Committee fail to understand. why the requirements were 
not correctly assessed earlier in 1972 and the tenders invited at 
that time for the· exact specifications and requirements. The Com-
mittee are also informed. that even the item-wise break-up of rates 
given in May, 1972. were not available. The Committee are not 
sure how in the absence of the break-up. the reasonableness of the 
rates was assessed. The Committee would like that the entire 
matter should be thoroughly examined by Goyernment and the 
CommUtee informed of the results. (paras 6.22 to 6.24). 

Reply of Government 

The observations of the Conunittee have been noted. In this 
connection the following points are submitted respectfully for the 
consideration of the Committee : 

(i) The Government approved the project report for the 
Mandhar Expansion at Rs. 211 lakhs in March, 1972. This 
sanction provided for an expenditure of Rs. 151 lakhs for the 
'plant and machinery.' However. when the tenders were 
invited for the supply of plant and machinery by the Cement 
Corporation. the offer of Messrs ACC was Rs. 238 lakbs with 
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bought-out items and that of MesBl'S ISGEC Ltd., for Rs. 197 
lakhs, against the provision of Rs. 151 lakhs made in the 
sanctioned cost estimates. Because of the steep increase, in 
the price of plant and machinery, about 70 per cent between 
1969-72 (as concluded by the Study Group on Task Force 
on cement industry), the Corporation had to prepare the 
revised cost estimates and to obtain the sanction of the 
Government. The revised cost estimates for Rs. 412 lakhs 
sanctioned by Government, provided for an expenditure of 
Rs. 325 lakhs for the 'plant and machinery'. 

(ii) The offer received in May, 1972 was inclusive of 
bought-out items and the offer received. in 1974 were exclu-

'sive of bought-out items. These two offers were not directly 
comparable and there was phenominal increase in machinery 
price during the intervening period. 

(iii) For the Mandhar, Kurkunta and Bokajan projects 
of the Corporation plant and machinery were ordered from 
one main machinery supplier each who undertook the res-
ponsibility of supplying the items which are not manufac-
tured by them (bought-out) also. Such package deals and 
turnkey jobs are not in vogue abroad. In view of the com-
plex problems and local conditions prevailing in this coun-
try cement plants have been in the past been generally set 
up under package deal and on turnkey basis. The Mechi-

.nery manufacturers include their own margin on bought-out 
items, resulting in a net higher cost. This was known to the 
Corporation based on its own experience in the earlier plants. 
'nle Bokajan plant was ordered on Messrs. ACC including 
bought-out items. The 'eorporation had to pay handling 
charges to ACC on machinery ordered by ACe on other sup-
pliers like Bharat Heavy Electricals Limited, a public sector 
undertaking in addition to the price paid by ACe to such 
suppliers. Because of this background the Corporation took 
a policy decision to exclude bought-out items from the 
tender of main machinery manufacturers even though this 
would result in extra work to the Corporation, but with a 
view to reducing costs. Accordingly even though the offer 
received in May, 1972. was inclusive of bought-out items, the 
offer received and accepted. in 1974 was without bought-out 
items. Apart from the price difference between bought-outs 
through the machinery suppliers and the direct purchase, 
it is also not felt generally advisable to rely on one single 
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contractor for the supply and installation of ~erent units 
and execution of the project. 

In an oller for a cement project approx. 45 per cent of the items 
fall in dIe.eateaory of bo\lght-out items and the rest are manufac-
tured by the main plant suppli«. Broadly classified these are: 

\ , 

l. Belt conveyer 
2. Compressors 
3. Packing Machines 
4. Electrical motors both HT and LT 
5. Gear Boxes 
6. Transformers 
7. Switch Gears 
8. Cables 
9. Starters 

10. Refractory br. 
11. Grinding Media 
12. Lining plates 
13. Diaphfalml 
14. Pipin, I t 

15. Chutes 
16. Ductings 
17. Other types of castillgs 
18. FaDS 
19. Instruments 
20. Bucket elevators. 

If these items are arranged by the Corporation through 
consultancy services, it is felt that there will be appreciable 
savings. The consultants not only help the Corporation in 
the purchase of bought-out items but also inspect the machi-
nery at suppliers work and at site and give performance 
guarantee of the plant as a whole for a substained period 
of 7 days. The consultants coordinate the activities of the 
various contractors entrusted with the jobs of different units 
of the project. Taking into consideration all these things, 
the Cement Corporation decided to eJlgage a consultant for 
Mandhar Expansion and for Rajban. SuHsequently. the 



161 

Corporation has adhered. to this policy of making its own 
arrangements for bought-out items through a consultant. 

(iv) Regarding the observations of the Committee, about 
placing orders for 50 tonnes per hour grinding mill, it may 
be mentioned that the, present tendency is for installing 

. higher capacity single units as the economy of size is related 
to the scale of operation, in place of a battery of units of 
smaller sized which was the practice earlier. As per the 
prevailing practice, prior to 1972, 2 x 19 tonnes per hour slag 
cement grinding plant was considered. Later when 1200 
tonnes per day kiln has come to be installed, the capacity of 
the cement mill has also been upwardly revised. Accord-
ingly a aiDgle UDit of 50 toDnes per hour was ordered wbfcJl 

,was due to technological advancement in the Indian cement 
industry during the period. 

[Ministry of Industry and Civil Supplies, Department of Industrial 
Development, O.M. No. 10-70/75-Cem., dated 6-4-1976]. 

CommeDts of the Committee 

Please see paragraphs 1.32 to 1.36 of Chapter I of the Report. 

JIeeownnen..... (S. No. 57) 

The Committee regret to note that though the Board of Manage-
lD8Dt decided on 1st May, 1973 that legal opinion should be taken 
and ~ ·formal contract with MIs. Holtec entered into under other 
llOl'I8al terms and conditions applicable to .such contracts, so far a 
formal contract has not been entered into with them. The Com-
mittee find that one of the terms of appointment of MIs. Holtec was 
that they would inspect various plants and machines, draw specifica-
tions for bought-out items etc. The Committee feel that since orders 
for plant and mac.hinery for the Paonta Project had already been 
placed in November, 1973 directly by the Corporation, even before 
the appointment of the consultants, a suitable reduction in fee should 
have been secured from MIs. Holtec, in this regard. Moreover since 
lIlls. Holtec VJO\lld be responsible for the performance guarantee of 
the plant as a whole and a penalty would be levied in the event of 
delay in the commissioning of the project a..~r installation of 
machinery, the Committee are doubtful whether the Corporation 
would be able to enforce such a condition when the supplies of 
machinery are dependent on another firm who are respomible for 
performance guarantee also. The Committee recommend that these 
aspects should be kept in view before a formal contract is concluded 
with Mj9. Holtec. The Committee also find that the terms include 
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payment of penalty by the consultants if there is delay in the com-
missioning of the project after installation of machines andlor if per-
formance of the whole plant for a sustained period of 7 days is not 
fu11illed. As this is a vital provision having financial implications 
and it verges on imprudence not to incorporate them in a legal docu-
ment, the Committee would like the Corporation not to lose any 
more time to execute a formal contract with the consultants in which 
their responsibilities and liabilities should be clearly mentioned. 
(Ptlra 6.67) 

Reply of Governmead 

A letter of Intent is issued by the Corporation to the conwltaDts 
and/Or the major machinery suppliers in order· thAt the work could 
get started. There is a provision in the Letter of Intent itself in 
each case including the present case in question of MIs. Holtec that 
the Letter of Intent will be valid till the formal contract is executed. 
Work relating to finali.,ation of a formal contract will be vigorously 
pursued. 

[Ministry of Industry and Civil Supplies, Department of IndU8V:ial 
Development, O.M. No. 10-'10/75-Cem., dated 6-4-1t'r6]. 

Rec:ommeDdation (S. Me. It) 

The Committee note that the Detailed Project Report eavUas-
ing a capital investment of Rs. 469.49 lakhs for setting up eemea.t 
plwlt at Kurkunta with a capacity of 2 lakh ~lUles per annum. was 
submitted by the Corp:>ration directly to the Government in January 
1967 without obtaining th~ approval of the Board and was sanctioaed 
by the Government at a cost of Rs. 442.79 lakhs in Juae. 116t. '11le 
Management -have admitted that "it has not been possible to loeate 
as to how the lapse occurred." The Committee ~e surprised at the 
omission. As the actual outlay exceeded the amount approved by 
Government and the project was in the last stages of construction, 
the Corporation .submitted the revised estimates of Rs. 514:.77 lakbs 
in February, 1971. The revised estimates were examined by the 
Ministry in consultation with the Ministry of Finance which agreed 
to sanction the estimates at Rs. 510.27 lakhs but before the formal 
sanction was issued., the Corporation informed the Ministry in 
¥lirch, 1972 that due to delay in the commhsioning of the plant and 
certain additional works, the total cost of the project was ex:pected 
to exceed the revised project estimates and that the Corpon.tion was 
reassessing the total capital cost and second revised estimates ~ 
be submitted to the Government for consideration. Meanwhile, the 
actual outlay had exceeded the revised project estimates of Bs. 514:." 



163 

1akh.s. The Corporation was able to submit the second revised esti-
mates of Rs. 617.08 lakhs' only in June, 1974. AI; regards the reasons 
for delay in submitting the revised estimates the Committee were 
informed that after the plant was commissioned, various defects and 
defic\encies in the performance of the plant started coming to light 
from time to time and it was, therefore, considered that the revised 
estimates might be prepared only after the decisions were taken on 
the various items of work that were to be taken up including t~ 
suggested by the Action Committee for rel\loving the defects and 
deficiencies in the operation of the plant.. The Committee are dis-
tressed to note that the Government have taken more than 2 years 
to approve the original project estimates. The Committee regret to 
observe that the Corporation was allowed to continue to incur ex-
penditlfre in excess of the sanctioned estimate without an appro-
priate sanction of Government. (Para 7.15). 

Reply of Government 

The reasons for the delay in issuing formal sanction to the original 
coat estimates in respect of Kurkunta plant have already been ex-
plained to the Committee vide information, furnished to the Lok 
Sabha Secretariat along with this Ministry's O.M. No. 10-13/74-Cem. 
dated the 18th April, 1975 (copy enclosed) Appendix m. How-
ever; it may be mentioned that this has not delayed the setting up 
of. the cement plant, as with the approval of the Cabinet Committee, 
the Corporation was allowed to place orders for plant and machinery 
and the Corpgration placed the order with MIs. Walchand Nagar. 
Industries in February, 1967 itself. 

[lrfinistry of Industry and Civil Supplies, Department of Industrial 
Development, O.M. No. 1()"70/75-Cem., dated 6-4-1976]. 

Recommendation (S. No. 66) 

The Committee regret to note that though the contract for the 
construction of factory buildings a!ld connected civil engineering 
works was awarded to MIs.. Mysore Construction Company in Nov-' 
ember, 1967, and the work was t,,) be completed within a period of 
12 months, no detailed schedule for the completion of civil works 
of. the various departments was laid down in the contract. 'I1le 
Committee were informed that it would not be possible to lay down 
the schedule because at the time of invitation of tenders for civil 
works the machinery lay-out drawings and load data were not 
available. The priorities for supply of machinery and erection 
thereof were also not known. 
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It is surprising that the Corporation has not even been able to 

fix realistic target dates for completion of the work on the ground 
that the quantum of work actually involved and erection hold ups 
etc. for. the cement industry were not correctly known at the time 
of invitation of tenders. The Committee are at a loss to understand 
.as to how without the basic detailes of drawings, design quantities 
-etc., the Corporation went about invitation of tenders and on what 
basis agreement with contractor was entered into (Paras 7.48 to 

'7.49). 

Reply of Government 

The observations of the Committee hay~ been carefully noted 
In this connection the Cement Corporation has pointed out that the 
tenders for civil works for this plant were invited at a time when 
the machinery layout and load data etc. were not available. This 
was done in order to gain time which is spent in preparing tender 
documents, issuing tender notice and giving time to tenderers for 
quoting ntes, carrying out negotiations and acceptance of tenders 
etc. F\:>r this reason as well as the fact the detailed programme for 
supply and erection of machinery was also not known at that time, 
a deiailed departmentwise programme s£hedule was not laid down 
in ~ contract. 

'l1le tenders for civil works were inv1,ied in advance for the 
reasons explained above. Since the layout and load data drawings 
were supplied by the machinery suepliers from time to time over a 
long period and the same were further modified more than once, it 
was not considered desirable to defer invitation of tenders till the 
receipt of complete layout arid load details. Therefore, tenders were 
invitetl on the basis of approximate ad hoc quantities of various items. 
The contract agreement was entered into on the basis ·;)f competitive 
tenders received The programme and progress were reviewed from 
time to time during execution of the work so as to co-relate the 
progress of civil works with the machinery supply and erection 
Programme. 
{Ministry of Industry and Civil Supplies, Department of Industrial 

Development, O.M. No. 10-70/75-Cem., dated 6-4-1976]. 

Recommendation Undertaking 

The Committee also note that the project was scheduled to be 
eompleted by May 1975, but this scheduled date is not likely to be 
adhered to and there has been delay reportedly due to the dis-
location in the movement of machinery prior to and after the libe-
ntion movement in Bangladesh. Besides, another transport difficulty 



had arisen inasmuch as the meter gauge railway in that part of the 
country eould not carry the large size machinery for the 600 tonnes 
per day plant. Because of this constraint of transport through 
railways, the Corporation is now reported to be putting up two 
smaller units of 300 b.:>nnes per day each, one of which is expected to 
be completed by August, 1975 and the other by February 1976. The 
Committee are surprised to note that this difficulty of transport of 
machinery because of meter gauge railway in Assam was not visu-
alised at the time of the preparation of DPR. They are constrained 
to remark that this was a lapse which could have been avoided if 
all the factors had been borne in mind while preparing the DPR. 
The Committee would like Government to. look into the causes of 
the failure of the Corporation to visualise the difficulties of trans-
POlt at the time of preparation of DPR when it was already known 
that there was a meter gauge railway in that part of the country 
which could not carry large size, machipery. The hope that 
such lapses will not recur in future and the DPRs will be prepared 
after taking into account all the known factors which may have-
a bearing on the execution of project. 

The Committee strongly reco!DIIlend that Government/Cor-
pq.ration should take serious and concerted measures to ensure that 
the projects come up by scheduled dates and are IlQt further delayed. 

(Para 8.13) 

Reply of Government 

The observations of the Committee have been noted In this 
connection the Ministry would like to point out that it is not quite 

_ correct to say that the difficulty of transport of machinery because 
of meter gauge railway in Assam was not visualised at the time of 
the preparation of DPR. It was clearly stated in Chapter IV of 
the DPR for the Bokajan Project tbat:-

"Diagram of NF railway will indicate the maximum si~ of 
consignments that can be transported from New Bongai 
Gaon to Bokajan. This will indicate the maximum dimen-
sions of 3 MX3.55 M can only be transported. Consign-
ments more than 3.55 metre including packing and lashing 
cannot be transported. Therefor~, dimensions of indi-
vidual CQDSignments has to be restricted within the limit 
indicated in Plate XVI. 

A 600 tonnes per day Rotary kiln unit having 3.75 M. d.ia cannot 
be transported. Hence two 300 tonnes per day Rotary klin 
units having 3 M dia has been selected. 
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.A single unit dry process Raw mill having 3.403 M. dia. may pole 
a d!ifticulty in its transport to Bokajan. Taking into consi-
deration the above meter and also in view of the desira-
bility of having two Raw Mills along with two Rotary kIin 
for smooth and uninterrupted operation two Raw Mills of 
25 tonnes per hour capacity have been selected instead of 
one 50 tonnes/hour capacity. 

Cement Mtill: 
A cement mill of 35 tonnes per hour capacity of 3.05 M dia .can 

be t~ansported. Hence a single unit Mill has been resorted 
to. 

Pa.cking Plant Unit: 
.A single unit of 600 tonnes per day capacity has been provided 

since there will be no difficulty in its transport." 
Thus it will be seen that there. was no particular lapse on the 

part of Cement Corporation, in taking into account the transport 
problem while preparing the DPR for the project. In view of the 
transport problem, the DPR envisaged the putting up of two small 
units of 300 tonnes per day capacity Rotary kUn and Raw Mill instead 
of bigger single unit of Rotary kiln andRaw Mill. 

All the same, the general point made by the Committee about 
the need for the utmost care in the preparation of DPR and vigilance 
br ~ompleting projects as per schedule have been du!y taken not of. 

[Ministry o~ Industry and Civil Supplies, Deptt. or Industrial Deve-
lopment, O.M. No. 10·70/75, dated 6-4-76] 

Recommendation (8. No. 83) 
The Committee note that the tenders for the supply of plant and 

machinery wer.e received in September, 1969 and a Committee to 
negotiate with the tenderers had been appointed by the Board earlier 
(July 1969). The Director General, Technical Development, who 
was earlier a member of the negotiating Committee was subsequently 
replaced by Senior Industrial Adviser of DGTD's office. Mter con-
sidering the tenders the negotiating Committee came to the conclu-
sion that the choice for the placing of orders should be between 
Mis. K. C. P. Limited (For Rs. 1,95,50,000) and M:s. A.C.C. (For 
Rs. 2,04,50.602). The final deciSion depended on the com'parative 
suitability from the stand point of over all economy, ease of operation 
and the location etc., of two pre-heaters, namely, Humbolt offeftd 
by MIs. AC.C. and Skoda offered by MIs. K.C.P. under the clir8ct-
ions of the Board the matter was referre1 to the DGTD in Decem-
ber, 1969 but he regretted his inability to give advice on the matter 
due to certain administrative restrictions. The Engineers India 
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.Limited, who were then approac)l.ed, stated that they had no sped-
.alised knowledge in cement industry. After considering the pros 
and cons of the offers Board decided to place the order with MIs. 
AC.C. after the Managing Director negotiated a reduction of the 
price quoted by them. 

The Committee are unable ro understand as to what was the need 
10 refer the matter to DGTD for technical advice on the comparative 
suitability of the two pre-heaters, when the Senior Industrial 
Adviser of DGTD's office was already on the negotiating Committee. 
They do not see the utility of appointing such technical experts on 
the negotiating Chmmittee if they cannot give positive advice to the 
Corporation on such technicaF matters. What has distress~ the 
Committee more is the fact that the DGTD should have regretted 
his inability to give advice on the inatter due to "certain adminis-
trative restrictions." The Committee are 110t able to appreciate the 
so-called administrative restrictions which prevented DGTD to give 
his views. The Committee would like that this may be investigated 
lay the Government and re3ults intiqlated. (Paras 8.24 to 8.25) 

Reply of Government 

The Board of Directors of Cement Corporation of India at Its 
29th meeting held on 22nd July, 1969 appointed a Committee con-
sisting of the following for negotiating with yarious machinery 
slfPpliers, the technical details and financial arrangements for the 
purchase of plant and machinery fur Bokajan plant:-

Dr. B.D. Kalelkar . 

Shri Y. Kishan 

Shri K. Y. Vidyasagar 

Dr. S.P. Varma 

S!tri K.N. Misra 

. Director General Technical Development 

Joint Secretary, MiniStrY of Finar'ce 

Joirt SeCretarY, Ministry of Industrial 
Devel< pment. 

IA (Chemicals), D.G.T.D. 

Ma"aging Director,Cement Corporation of 
India Limited 

On the 15th October, 1969, the Managing Director, Cement Cor-
poration of India requested Dr. Kalelkar to agree to be a member 
o~,the Negotiating Committee. Dr. KaleIkar conveyed his accept-
ance on 21st October, 1969. 

On the 31st October, 1969 Dr. Kalelkar intimated the Cement 
Corporation that he will not be able 10 work as a member of this 
Committee and suggested that Mr. S. K. Sinha, Senior Industrial 
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Adviser (Engg) D.G.T.D. may be appointed as a member of the 
Committee in his place .. Similarly Shri Y. Kishan also suggested 
that Shri J. R. Saha may be nominated as a member of the Com-
mittee in his place. Accordingly the Negotiating Committee was 
reconstituted in the 31st Board meeting held on 19th November, 1969. 

In its five meetings, apart from scrutinising the tenders from 
suppliers of the machinery in relation to their technical detail and 
participating in discussions with the various suppliers to reduce the 
various parameters of the individual offers to a common denominator 
for purposes of comparisons, the Negotiating Committee had advised 
the Cement Corporation on the following:-

(1) Selection of the process, that is, wet or dry in relation to. 
the site and availability of the raw materials. 

(2) The size of the plant including kiln and whether the unit 
should be single kiln unit of 600 tonnes per day or of two-
kiln unit, each of 300 tonnes per day; and 

(3) Choice between electro-static precipitator and multi-
cyclone precipitator for collection of dust. 

In regard to the cooler system, it was decided by the Committee 
tkat all the systems should be considered at par, for the purpose of 
aegotiations. When it came down to the question of choice of pre-
beaters the alternatives were between A.C.C. and K.C.P. and verl-
flc:ation of 5heir claims about the performance of their individual 
pre-heaters as related to the particular situation and other equiP. 
ments of supply. Both had their relative merits and demerits. The 
Negotia.ting Committee, therefore, left the matter to the Board of 
Directors to take a final decision. 

The above paragraphs highlight the areas in which the D.G.T.D. 
officers made a positive contribution in the deliberations of the 
Negotiating Committee in helping the Corporation to decide on a 
number of issues with the exception only of pre-heaters. The 
reasons for their inability to give advice on pre-heater were report-
ed to be as follows:-

(I) Only an expert in the Cement Industry who has seen 
both the types of pre-heaters (i.e. one of Skoda design 
and the other of Humbolt design) in operation for over 
a long period can possibly pronounce judgment as to 
which of the two would really give better results, tak-
ing into consideration also full characteristics of the raw 
materials, fuel etc. used in a particular set up. Apart from 
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not having access to the operational data; neither of the 
two D.G.T.D. officers who were in the Negotiating Com-
mittee has been connected with the actual operation of , 
the two pre-heaters iJl question, even for a short time. 
on which such recommendation could have been right.-
fully based. 

(2) The fact remains that in the world market, pre-heaters '" 
of both Skoda design as well as Humbolt design are in 
operation although it is true that the latter has been 
in the field for a longer period. Accordingly, the D.G.T.D. 
officers felt that it would not be proper to rule out the 
K.C.P. offer with pre-heater of Skoda design merely on 
the ground that was of comparatively recent development. 
That is why the Negotiating Committee felt that in a case 
of this nature, the Board should ultimately take an over-
all view taking all relevant factors into consideration. 

(3) It is also reported that the same problem of choice bet-
ween more than one design of pre-heaters and kiln coolers, 
arose for the U.P. State Cement Corporation and as they 
could not take a decision in India, they had to send out a 
team of experts to see the working of the equipment in 
nearly half a dozen factories in four countries of Europe 
some time last year and experts team consisted of a 
cement machinery design expert from a firm of consul-
tants and the D. G. T . D. officer. It was only aft.er the 
operation and maintenance of equipment was studied in 
Europe that the team was able to make its recommen-
dation to the U. P. State Cement Corporation. 

Thus it will be seen that the D.G.T.D. officers in the Com-
mittee did play a useful role in giving technical advise to the Cor-
poration in the purchase of plant and machinery but lacking field 
experience as they did they could not give any concrete advice re-
garding pre-heater'S. It is respectfully requested that the Com-
mittee on Public Undertakings would consider revising its observa-
tion regarding the utility of appointing technical experts in the 
Negotiating Committee in the light of the position explained in the 
previous paragraphs. 

As the Negotiating Committee failed to pronounce the final 
judgement as it could not decide which of the three pre-heaters is 
the best the Board of Directors of Cement Corporation decided at the 
32nd Board Meeting held on 8th December, 1969; that a refernce 
470 L.S.-12. 
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should be made to Dr. Kalelkar D.G. with relevant papers for his 
opinion as to which of the three pre-heaters offered in different pr~ 
cesses by Mis. A.C.C., K.C.P. and Walchandnagar Industries was 
the best. Accordingly a reference was made to D.G. by the Manag-
ing Director on 12th December, 1969. 

In his reply dated the 20th December, 1969 Dr. B. D. Kalelkar, 
.. Director General of Technical Development observed as follows:-

"I am afraid I do not appreciate that you are asking a piece-
meal opinion about only one aspect of the tender i.e. 
which of the pre-heater is superior out of the three. In 
such matters, I would recommend that your Committee 
should take all aspects into considerat~on which are in the 
tender than getting some opinion about some aspect. of 
tender and not allowing a particular person, who gives the 
opinion, to know as to what are other aspects of the ten-
der. This is atleast my advice to you even when you 
consult any other technical person. 

As far as this particular query is concerned. since A.C.C., 
K.C.P. and Walchandnagar are still in the run, I am 
afraid due to some administrative restrictions in my Orga-
nisation I will not be able to participate in your decision 
and give any advice to you at this stage. 

It was only because of this that I had decided not t.o be a 
member of your Committee but recommended Mr. S. K. 
Sinha, S.LA. to be member of your Committee." 

I hope you will appreciate my position. I am thankful to you 
for asking my advice but the points which I have raised in my above 
first paragraph are very important and you should neglect the same." 

It will be seen that the late Dr. Kalelkar, the then Director-
General did not want to give a piece-meal opinion about only one 
aspect of the tender i.e. pre-heater without knowing the 
other aspects of the tender. This Ministry is not aware of the nature 
of the particular administrative restrictions mentioned in the above 
letter, and we have not been able to ascertain the same as Dr. Kalel-
kar is no more. Perhaps Dr. Kalelkar functioning as the head of a 
regulatory agency in Govt. felt he should not even seem to endorse 
the tender of one party in competition with others. However his 
other objection based on not wanting to give piece meal opinion 
.about only one aspect of tender and misguide the Bo.ard of Cor-
poration in this regard was not without its justification. 



In the circumstances stated above, the Ministry would respectly 
~ubmit that the matter need not perhaps be pursued further. 

[Ministry of Industry and Civil Supplies, Deptt. of Industrial 
Development, O.M. No. 10-701 75-Cem. dated 6-4-76]. 

Recommendation (S. No. 84) 

The Committee were informed that though according to the letter 
·of intent signed with Mis. A.C.C. the delivery of the plant and 
machinery should have commenced from May 5, 1971 and completed 
by February, 1972 Mis. A.C.C. commenced supply of plant and 
machinery only w.e.f. February, 1972 and have not completed sup-
plies so far. It has been stated that so far 90 per cent of the 
plant and machinery has been supplied and the balance of the 
machinery is expected to be supplied by February-March, 1976. 
The delay in supply is attributed to the lock-out in the works of 
the sub-contractors of Mis. A.C.C., restriction on the movement of 
goods in the Eastern sector during war and delays in constructing 
railway siding for receiving the heavy consignments, delay supply 
of large size casting by HEC and availability of the M. S. Steel from 
Hindustan Steel Limited. The delay in also reported to have been 
due to severe power cuts, wagon shortage and strike in the suppliers 
works at Shahbad. The Committee regret to note that the supply 
of plant and the machinery would be delayed by over 4 years in 
all and some of the reasons for delay do not appear to be entirely 
unavoidable. The Committee cannot see any justification for delay-
ing the construction of the railway siding till 1972. They also feel 
that the question of supply of M. S. Steel from HSL and the supply 
of large size casting by HEC should have been pursued more vigo-
rously at the Ministry level and as the casting have yet not been 
supplied, the matter may at least now be taken up with HEC at the 
highest level. They would like the Government to investigate the 
reasons for the delay in the supply of large size castings by HEC 
as such delays in supply have a bearing on the cost of the project 
apart from the delays in erection and commissioning. The Committee 
are not sure whether the Corporation has taken action to review the 
conditions of contract in the context of these delays and modify them 
suitably to provide for guaranteed performance. (Para 8.20). 

Reply of Government 

The question of delay in the supply of steel and Heavy casting 
items for the Bokajan project was taken up with the concern autho-
rities whevener the matter was brought to the notice of this Ministry. 
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In May 1972, the Cement Corporation brought to the notice of 
this Ministry about the anticipated delay in the supply of castings 
by Mis. HEC, for the girth gears, feed heads and discharge heads-
of the raw mills. The matter was taken up with the Secretary, 
Ministry of Steel It Mines with the request to instruct H.E.C., 
Ranchi to keep to the agreed schedule so that the commissioning of 
th:! project may not be delayed. Similarly, in July, 1972; when the 
allocation of steel for this project was founa to be inadequate. the 
matter was taken up by the Minister of Industrial Development with 
the Minister of Steel and Mines. In November, 1974, when the' 
Cement Corporation approached this Ministry, for the immediate 
allocation of certain steel items, the issue was taken up with the 
Iron and Steel Controller, Calcutta. 

The Girth Gear casted by the HEC for the Bokajan projects was 
not acceptable to Mis. A.C.C. (plant suppliers) as the same was 
not as per the design. It was therefore, decided that the Girth Gear 
may be accepted after necessary machining. Accordingly the Secre-
tary, Department of Heavy Industry requested the Managing Direc- , 
tor, H. E. C. to ensure delivery of Girth Gear and opinion without 
avoidable delay. According to the latest information furnished by 
the Ministry ~f Heavy in November, 1975, the Gear pinion has been 
completed and has been induction-hardened. The HEC has made a 
reference to the Cement Corporation regarding the hardness. Thus 
it will be seen that the Ministry is pursuing the matter at the highest 
level. Regarding the observation of the Committee above review-
ing the conditions of contract in the context of the delays and modi-
fying them suitably to provide for guaranteed performance the Cor-
poration has stated that the contract will be modified wherever 
feasible to provide for necessary guarantee and penalities. 

[Ministry, of Industry and Civil Supplies. Deptt. of Industrial 
Development, O.M. No. 10-70 \ 75-Cem. dated fH-76]. 

Recommendation (S. No. 94) 

The Committee note that mining lease for the quarry area is not 
necessary as the land belongs to the Government. The factory and 
township are located along state highway and no approach road is 
therefore required for these. Though no railway siding is envisaged 
at plant site. a private railway siding is being taken at Jagadhri~ 
and the Northern Railway are taking necessary action in the matter. 
As regards approach road to quarry, action for land acquisition I 
lease is being taken. The Committee recommend that keeping in 
view the target' date of the COmmissioning of the plant (i.e. Febru-
ary 1977) different schedules may be fixed for securing the land 
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~cquisitionllease for the approa~ road to quarry and the railway 
:siding at J agadhri and all action to complete these items of work 
should be so organised that there is no slippage in the execution of 
these jobs beyond the scheduled ,dates. (Para 9.29). 

Reply of Government 

Land for the factory and township has already been taken. An 
;alternative scheme for approach to the quarry has been prepared. 
The Railway had turned down the Corporation's request for giving 
.a private railway siding at J agadhri Railway Station according to 
previous survey. The matter was ref~rred to the Government which 
has siQ.ce taken this up with the Railway. Railways have agreed to 
allow the use of the land on temporary lease basis and have asked 
for particulars regarding traffic etc. to look into the possibiilty of 
providing necessary handlingitransport facilities. 

[Ministry of Industry and Civil Supplies. Deptt. of Industrial 
Development, O.M. No. 10-70 175-Cem. dated 6-4-76]. 

Recommendation (S. No. 97) 

The Committee note that in order to compete with the other 
-producers who were selling their products through their Branch 
()ffices and thereby avoiding the liability for central sales tax (3 per 
-cent), the Corporation opened Branch Offices at Calcutta, Kanpur 
and Nagpur, in August 1970 and at Bombay and Hyderabad in 
August 1972. Consequent upon the opening of these Branch Offices, 
·the regional distributors were appointerl as clearing the forwarding 
agents on a remuneration of Rs. 0.75 per tonne. As against the pay-
ment of Rs. 0.75 per tonne to distributors, the Corporation recovered 
Re. 11- per tonne from the stockists to whom the cement was des-
patched by the regional distributors. The Committee find that 
under this stock transfer system, the Corporation sold 1,37,522.73 
tonnes of cement during 1970-71 to 1972-73 and recovered a sum of 
Rs. 34,382 in excess of the clearing and forwarding charges paid to 
the distributors while the expenditure on the Branch, Oftices <luring 
the same period was Rs. 88,8601-, thus resulting in a loss of Rs. 54,478 
(Approx) to the Corporation. 

The Committee also note that as a result of this arrangement 
-Government was deprived of the Central sales tax amounting to 
"Rs. 5.61 lakhs (approx). In 1973-74, the excess reccw«y from the 
distributors amOlmted to Rs. 3523 as against the expenditure OIl 
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Branch Offices (excluding Calcutta) amounting to Rs. 26,711 and &. 

loss to the exchequer of Rs. 90,8101- on account of non-payment of 
central sales tax. 

The Committee are shocked to observe that a public sector Cor-
poration should have thought of resorting to the stra~gem of open-
ing Branch Offices which aimed at depriving the exchequer of cen~ 
tral sales tax amounting to Rs. 5.61 lakhs during the period 1970-71 
to 1972-73. The other reason advancen in favour of opening Branch 
Offices that it was to compete with other producers, does not hold 
water as, in view of the acute shortage of cement, no competition 
in fact existed in the sale of cement. To cap it all, the Corporation 
also suffered a loss of Rs. 77,666 during this period in the bargain. 
The Committee cannot too strongly deprecate this action on the 
part of the Corporation and recommend that the Government should 
issue directive to the public undertakings that they should not re-
sort to any measures which are aimed at evarling Central or State 
taxes or defeating the purpose of such taxes. The Committee feel 
that in retrospect the very idea of opening branch offices was neither 
in the best interest of Corporation nor that of Government. It was 
stated that the stock transfer system was stopped w.e.f. 1st June, 
1973. 

Reply of Government 

The recommendaion of the Committee was brought to the notice-
of the Bureau of Public Enterprises. The Bureau is of the opinion 
that 'many companies including public sector companies do have 
branch offices to facilitate collection of regional marketing infor· 
mation and timely supply to various consumers located at various 
corner of the country. Hindustan Steel Ltd., have so far set up-
21 stockyards in· different parts of the country and similarly IOC, 
FCI have a considerable number of branch offices and sale points 
throughout the country. In the interest of the smooth, even ann 
timely supply at economic cost, the Government feel that openinlt 
of branch offices and sales points is necessary for public sector 
enterprises producing and marketing essential, basic and infrastruc-
tural goods like coal, steel, fertilizer, cement, food, petroleum pro-
ducts etc. and is not prejudicial to the interest of the country and 
Government. Though Cement Cornoration had closed down its 
branches in various States, many private sector cement companies 
continue to have such branches for valid economic and commercial 
reasons. 

[Ministry of Industry and Civil Supplies. Deptt. of Industria! 
Development, O.M. No. lG-70!75-Cem. dated 6-4-76]. 
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Recommendation (S No. 107) 

The Committee note that as against the norm of 1.65 tonne for 
limestone and gypsum per tonne of cement, the actual consump-
tion of limestone and gypsum to,gether has been less both at Mand-
har and Kurkunta. The Committee are not sure whether in view 
of the high percenta'ge of dust losses in Mandhar the overall less 
use of Jimestone any gypsum could produce 1 tonne of cement with-
out detriment to quality. The Committee would like Government! 
Corporation to examine this aspect. (Para 12.22). 

Reply of Government . 

The norm of 1.65 tonnes for limestone and gypsum per tonne of 
cement, referred to in the Committee's note, is correct ami. is used 
for purposes of planning raw material resources and for determin-
ing the life of plant in relation to the availability of limestone. 
Broadly the division between the two raw materials is 1.6 tonne 
of limestone per tonne of cement and 4-5 per cent of gypsum. on 
clinker; the actual consumption depends upon the quality of lime-
stone and quality of clinker which is produced. At the Mandhar 
and Kurkunta factories, the consumption is less because OE the 
nature of limestone available at these factories and has no relation 
to either dust losses nor has any detrimental effect on the quality 
of cement produceO. at these factories. In actual effect, if the dust-
ing losses are higher the consumption of limestone would be higher 
than the aforesaid no,rm. 

[Ministry of Industry and Civil Supplies. Deptt. of Industrial 
Development, O.M. No. 10-70 I 76-Cem. dated 6-4-76]. 

Recommendation (8. No. 117) 

The Committee note that the Corporation had made cash credit 
arrangements upto a limit of Rs. 78 lakhs (Rs. 43 lakhs in respect 
of Mandhar Plant and Rs. 35 lakhs in respect of Kurkunta Plant) 
against hypothecation of finished and semi-finished goods etc. with 
the State Bank of IncUa. Due to the credit curbs imposed by the 
Reserve Bank of Iildia, the drawing power against the credit limit 
of Rs. 78 lakhs was reduced to Rs. 60.87 lakhs from December 1973 
and to Rs. 49.00 lakhs (Mandhar-Rs. 26 lakhs and Kurkunta- 23.68 
lakhs) from July. 1974. The cash credit actually availed of as on 
31st March, 1974 amounted to Rs. 36.70 lakhs (Rs. 15.16 lakhs for 
Mandhar and Rs. 21.54 lakhs for Kurkuilta). The Committee are 
inform,-ed that the reduced cash credit liinits ~e not adequate to 
finance the working capital reCtu~1:$ amt. the· funds . received. 
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from Government for capital expenditure have been diverted tem-
porarily to meet the working capital, requirement of the two ope-
rating plants. In view of the fact that the cash qed.it actually 
availed of by the Corporation was much less Rs. 36.70 lakhs as on 
31st March. 1974 than even the reduced cash credit limit of Rs. 49.68 
lakhs. the Committee are unable to understand the justification for 
the Corporation to divert capital funds received from Government 
to meet the working capital requirements. In the opinion of the 
Committee such a diversion 'Of funds is irregular. 

The CO~!T.:tt~e tl;C:~~ ~~on~end that Government should 
.examine the implications of this arrangement and take steps to 
:strengthen the financial position of the Company. (Paras 13.10 to 
l.3.11) . 

Reply of Government 

The observations of the Committee have been noten. 

As the Corporation has not earned any profit. it is not able to 
generate internal resources to meet the WQI'king capital require-
ments of the plants in production. The Bokajan plant is also coming 
into production shortly and hence working capital for building up 
inventories for this plant is also required to be arranged. The 
Banks generally provide cash credit arrangements and provides 
about 65 per cent of the value of inventories as the cash credit 
limit. As the Corporation is not able to generate enough funds, 
internally, the margin money (about 35 per cent of the value of 
inventories held by all the factories of the Corporation) has to be 
provided for. 

The cash credit limit with the State Bank of India for the 
Mandhar and Kurkunta plants have since been raised to the 
<lriginal limit i.e. Rs. 78 lakhs. w.e.f. 14th July, 1975. The Corpora-
tion is trying to get the cash credit limit raised further to Rs. 110 
lakhs. 

On the observation of the Committee, regarding the cash credit 
actually availed of by the Corporation as on 31st March, 74, it is 
respecttully submitted that the balance in the cash credit accounts 
on a particular date or the utilisation of cash credit during any 
month are not good indices for judging the working capital needs 
()f the Corporation. The Corporation is not maintaining any 
separate a.eeount for the funds granted to them by Government 
from time to time for capital outlay needs of the new plants under' 
cxmstrudiOB. On tirawal of funds from Govermnent, the Corpora-
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tion deposits the same in their cash credit accounts and issues 
-cheques and open letter of credits for capital expenditure against 
the same Accounts. 

The irregularity committed by the Corporation by diverting 
capital funds to working capital'has been brought to the notice of 
the Corporation. However, as they do not have enough internal 
resources to meet the working capital requirements, the Corpora-
tion have sought a short term loan Rs. 94 lakhs, as margin money. 
The request of the Corporation was examined by the Ministry in 
consultation with the Ministry of Finance and it was decided to 
grant a loan of Rs. 54 lakhs in 1975-76 as margin money for the 
Mandhar and Kurkunta plants and Rs. 40 lakhs for the Bokajan 
plant during 1976-77. Accordingly a sanction granting a loan of 
Rs. 54 'lakhs was issued on the 20th March. 1976. 

[Ministry of Industry and Civil Supplies, Deptt. of Industrial 
Development, O.M. No. 10-75/Cem. dated 6-4-76] 



CIIAPTER IV 

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

COMMITTEE 

Recommendation (S. No. 36) 

The Committee note that although the performance guarantee-
of Kiln gave an output higher than that envisaged on the agree-
ment, the operation of the kiln revealed that the dust catching 
arrangement was inadequate, dust feeding system was unsatisfac-
tory the dust loss was abnormally high and the clinker temperature 
at the outlet of the cooler was persistently high. It was reported 
that the physico-chemical characteristics of the slurry made from 
limestone available at Mandhar without any argillaceous materials 
and having no binding material in it were prone to breaking due 
to low strength of nodules, thereby causing excessive dust forma-
tion. The Committee see no reason why these physico-chemical 
characteristics of the lime-stone deposits at Mandhar which were 
also tested by Mis. K.C.P. Ltd. before designing the plant, could 
not have been taken care of by the Corporation at the time of pre-
paration of D.P.R. and' by the suppliers at the time of designing 
the plant. The Committee are informed that While placing orders 
for the plant, CCI had no proper facilities to determine the physiCO-
chemical characteristics of the raw material'S and plant suppliers 
have supplied a standard plant with conventional dust arresting 
system. The Committee are informed that the raw materials were 
tested only for chemical composition to determine whether lime-
stone was cement grade or not, and on that basis orders were placed 
for wet process plant with standard' dust arresting system. After 
opening of quarry, the limestone available was found to be erratic 
in nature. The Managing Director admitted that "when we take a 
decision to go ahead with the Project, we supply the material to 
the party to get the raw material best evaluated in all respect, to 
get the required data for the designing and sizing on the various 
equipments and other auxilliary equipments". The Committee are 
surprised that in spite of this, this information was not supplied to-
M/s. K.C.P. 
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The Managing Director admitted that a representative sample 
of 300 tonnes could have been sent before placing the orders for 
plant and machinery instead of sending it after placin" the ordE!rs. 
Due to these lapses on the part of the Corporation, the plant sup-
plier supplied a standard plant for Mandhar with a conventional 
dust arresting system which proved to be inadequate to cope with 
the excessive dust formation in the process of breaking of the lime-
stone which turned out to be of higher hardness than expected. 
The result of all this is that dust losses in the plant were high and 
in 1972-73 alC¥le, the value of dust loss over and above the normal 
loss was estimated to be Rs. 0.78 lakhs. The Managing Dir"ector 
admitted during evidence that if the ~achinery could have been 
properly designed that much loss would not have been there. 
Even tllough a sum of Rs. 25,000 representing about 80 per cent of 
the cost of equipment supplied by Mis. K.C.P. for dust recovery 
system has been recovered from the plant supplier due to the 
faulty performance of equipment, the Committee cannot but express 
their unhappiness at the routine and casual manner in which the 
DPR appears to have been prepared and the order for plant were 
placed. 

The Committee recommend that Gqvernment should investigate 
the matter with a view to fixing responsibility and draw lessons 
in the future. (Paras 5.105 to 5.W7). 

Reply of Government 

The Negotiating Committee was entrusted with the job of selec-
tion of standard equipment suited to varying conditions in any 
one of the 3 or 4 sites then under consideration by the Corporation. 
It was not possible for the Corporation to indicate the exact site 
to the negotiating Committee prior to placement of orders, as the 
site investigation were in progress. Initially the two sites under 
consideration were Neemuch and Soram (KurkuntaJ when the 
orders were placed. As the limestone investigation and arrange-
ment for other infrastructure like water supply etc. were not fina-
lised for Neemuch project, the Government was informed that 
instead of N eemuch Mandhar would be taken up along with Seram 
and this proposal was approved by the Government. Thus the 
site for the two plants already ordered on KCP and Walchandnagar 
could be decided only after the orders were placed. 

"A copy of the note of the negotiating Committee, which recom-
mended placement of order on Mis. K.C.P" which plant was 
installed at Mandhar, is enclosed (Appendix ll) to enable the Com-
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mittee to have a full appreciation of the factors that weighed with 
the Corporation in adopting the procedure that it did. The obser-
vations contained in paras 5 & 7 of this note are particularly 
relevant. In view of this reply, it is respectfully submitted that 
the matter may be allowed to rest. 

[Ministry of Industry and Civil Supplies, Department. of Industrial 
Development, O.M. No. 10-70!75-Cem. dated 6-4-76]. 

Comments of the Committee 

Please see Paragraphs 1.20 to 1.24 of Chapter I of the Report. 

Recommendation (S. No. 99) 
The Committee find that the selling and distribution expenses 

per tonne incurred by the Corporation in respect of Mandhar Plant 
inclusive of the selling agency commission, had increased from 
Rs. 2.64 in 1970-71 to Rs. 4.35 in 1972-73 and came down to Rs. 3.58 
in 1973-74. The Committee are not able to understand the pheno-
meno~ of the selling and distribution expenses being highest in 
1972-73 when the production in Mandhar Plant was the highest 
(90 per cent of the capacity) achieved so tar. If anything, the 
expenses should have gone down during that year and in any case 
should not have increased by 50 per cent over those in 1971-72 when 
the production was 82 per cent of the installed capacity. They 
would like the Corporation to analyse the reasons for this sharp 
increase in the selling and distribution expenses in 1972-73. The 
Committee also recommend that the Corporation should work out 
norms in this respect, after studying, if possible, the pattern adopt-
ed in private sector, and ensures that expenses on selling and dis-
tribution are kept to the minimum. 

Reply of Government 
The Tariff Commission report based on the study of the figures 

of 23 factories for selling and distribution expenses during different 
years (i.e. December, 1970, December, 1971 and December, 1972) 
reveals that the per tonne selling cost varried from 70 paise to 
Rs. 6.'"- While in the caSe of one factory, it was Rs. 6.44 per 
metric tonne. and in the case of another company it was Rs. 0.70 
per M.T., for 11 factories it ranged between Rs. 3.01 and Rs. 3.63. 
The selling cost in respect of the factories of the Corporation com-
pares with the average cost prevalent in the other units. They 
system of regional distributorship, in which a selling agency com-
mIssion of Rs. 1.25 per tonne was involved, was abolished in 1973-74. 
[Ministry of Industry and Civil Supplies, Department. of Industrial 

Development, O.M. No. 10-701'7S-Cem. dated 6-4-76]. 
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Comments ,of the Committee 

Please see paragraphs 1.56 to 1.58 of Chapter I of the Report. 

Recommendation (S. No. 105) 

The Committee learn that coal and gypsum are not physically 
weighed on their receipt in the factories for want of weigh bridge, 
the installation of which is not considered economical by the Corpo-
ration. The difference between the R/R weight and physical 
balance computed on the basis of volumetric measurement is treated 
as consumption. The Committee are informed that coal and gypsum 
are transported in open wagons and that the railways and suppliers 
do not accept responsibility for transit losses. The Corporation 
has claimed that the actual consumption of coal and gypsum per 
tonne of cement at Mandhar unit inclusive of transit anI handling 
losses compared favourably with the percentage of consumption 
given in the DPR. The Committee have dealt with this aspect ih 
a separate section. They would like the Corporatidn to examine 
the present system of their transportation in consultation with the 
Railways and devise measures to obviate the likelihood of pilfer-
ages and losses in transit. They feel tht there is a snag in the· 
present arrangement for computing the quantities of coal and 
gypsum on the basis of volumetric measurements in as much the 
pilferages and losses in transit cannot be known exactly in the 
absence of a weigh-bridge. The Committee would like the Corpo-
ration to consider the economics of installation of exact measure-
ment vis-avis the benefits that may accrue to the Corporation from 
exact weighment and adopt a suitable system which can enable 
it to check the R/R weight of coal and gypsum with their exact 
weight on receipt thereof at destination. (para 12 . .19). 

Reply of Government 

Installation of weigh bridge to check the exact weight on receipt 
is not considered as an economical proposal by the Corporation as 
the railways are not prepared to entertain claims for shortages in 
transit. 

[Ministry of Industry and Civil Supplies, Deptt. of Industrial: 
Development, O.M. No. 10-70-75!Cem. dated 6-4-76.]' 
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Comments of the Committee 

Please Me paragraph 1.67 to 1.69 o£ Chapter I of the Report. 

NEW DELlU; 

.April 26, 1976. --_. __ .-------
V~ishakha 6, 1898 (Saka) 

NAWAL KISHORE SHARMA, 
Chairman, 

Committee on Public Undertakings. 



APPENDIX I 

(Vide reply to Recommendation No. 20) 

No. CEAI7 (5) 171-Vol. 1146656 

-Chief Operating Supdt., 
Northern Railway, 
Baroda House, 
New Delhi-I. 

Dated 30131-1-73 

SUBJEC't.-Private Railway siding for Paonta and Baruwal4 
Cement FactC1l"ieB. 

Dear Sir, 

This Corporation is setting up two cement factories one at 
Paonta (Distt. Sirmur, H.P.) and the other at Baruwala (Distt. 
Dehradun, U.P.). While formulating the projects if was proposed 
that a private railway siding shall be taken at Dehradun which 
shall serve both plants, Dehradun being the nearest rail head for 
Paonta as well as Baruwala. 

The Ministry of Railway (Railway Board) while glvmg their 
clearance for these projects with regard to railway movement had 
agreed to the siding at Dehradun. Vide their letters No. 70-II (1).1 
lOICem.IVol. II, dt. 24th May, 1971 and II (1) 10lCem.IVol. IV, dated 
25th May, 1972. 

On receiving the Government of India's sanction for the Paonta 
Project, a request was made to the General Manager, Northern 
Railway for taking action for providing a private siding at Dehradun 
Railway Station, vide our letter No. CEA17!1 (71) 16588, dated 5th 
June, 1971. For deciding the location of take off point and the 
siding, a meeting -was held with the Divisional Supdt. Moradabad 
on 26th July, 1971. Subsequently a preliminary s!lrvey was made 
by the railways and siding near Dehradun station not found feasi-
ble from the traffic part of view and it was enquired if a siding 
.at Harrawala Rly. Station would be acceptable vide letter No. 27:i1 
1871w, dated 13th January, 1972 from D.S. Moradabad . 

. Later on in a meetillg with D.S. Moradabad it was intimated by 
the Railways that a additional traffic can be handled by the Rly. 
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on the entire Hardwar-Dehradun section. In view of the situation 
it was suggested that a siding near Saharanpur may be taken. 

As our projects were formulated on Dehradun as the rail head. 
their feasibility and detailed estimates would be greatly affected. 
Therefore the matter was discussed with C.O.P.S. Northern Rail-
way, on 22nd November, 1972 for reconsidering the possibility of 
providing a siding at Dehradun. During this meeting it was 
confirmed by C.O.P.S. that a siding at Dehradun was not feasible 
due to traffic considerations. In view of this there is no option for 
the Corporation but to accept the siding at Saharanpur (Khanalam-
pur). 

It is therefore requested that preliminary proposals for a siding 
at Khanalampur (Saharanpur) and its approximate cost may kindly 
be intimated so that further action in the matter may be taken to 
finalise the proposal. 

An Index plan showing the location of Baruwala, Paonta Plants 
at Saharanpur is enclosed alongwith relevant traffic data for inward 
and out-ward movement. A short private siding at Khanalampur 
is Proposed to be taken from and upto which transportation will 
be done by road. 

It is however, requested that proposal for arranging the handl-
ing capacity of Dehradun railway station may be kept in view while 
preparing schemes for future expansion so that at some 
future stage it would bp possible for us to have siding at Dehradun 
if so required. 

Yours faithfully, 

Sd/-
(MAHABffi PRASAD) 

Civil Engg. Adviser_ 



APPENDIX II 

(Vide Reply to Recommendation at S. No. 36) 

Cement Corporation of India Ltd. 

Note on the negotiation of prices for cement plants and the 
recommend¥ztions thereof 

The per Resolution of the Board of Directors dated the 30th 
Oct. 1965 it was decided to constitute a Negotiating Committee to 
vet the technical detail8 of the plant and machinery offered by the 
various manufacturers in the light of the essential features of each, 
and to negotiate the prices, for recommending to the Board, the 
sources from which the machinery'might be ordered, with the fol-
lowing members:-

1. Mr. N. B. Rao 

2. Dr. B. D. Kalelkar 

3. Mr. S. K. Majumdar 

4. Dr. S. P. Varma 

Officer on Special Duty Ministry 
of Industry. 

Dy. Director-Genl., D.G.T.D. 

Joint Secretary, Ministry of 
Finance. 

Industrial Adviser, 'D.G.T.D. 

2. The Committee held its first meeting on the 22nd December, 
1965 to discU'Ss preliminary matters and decide the line of action 
regarding the negotiations to be held with the manufacturers of 
cement machinery who had offel'ed complete cement plants, viz. 

(a) Messrs. Indian Sugar & General Engineering Corpora-
tion, Yamunanagar, near Jagadhari. Punjao. 

(b) Messrs. K.C.P. Ltd., 38, Mount Road, Madras-6. 

(c) Messrs. AV.B. Ltd., Dugapur (West Bengal). 

(d) Messrs. Larsen & Toubro, Bombay. 

It was decided to request the manufacturers to come to Delhi for 
detailed discussions on the 10th and 11th Janaary, 1966. 

470 LS-13. 
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On the 10th January, 1966 the following members of the Com-
mittee were present:-

1. Mr. K. B. Rao 
2. Dr. ~. D. Kalelkar 
3. Mr. S. K. Majumdar 
4. Dr. S. P. Verma. 

From the manufacturers side the following were present: 

K.C.P. 
1. Mr. V. M. Rao 
2. Mr. V. Raman 
3. Mr. P. Krishna Rau 

A.V.B. 
1. Mr. H. J. Canteenwalla 
2. Mr. P. N. Gulati 
3. Mr. S. J. Dalal 

Larsen & Toubro 

Their representative attended the meeting but 8'S he was not a 
technical man he suggested that he will further look into the points 
raised by the Negotiating Committee and submit the quotation for 
the wet process plant. Nothing has been heard from him further. 

On the 11th January, 1966 the meeting took place between the 
representatives of Messrs. Walchandnagar Industries and IS&GEC 
and the Negotiating Committee. 

The following were present:-
1. Dr. S. P. Verma 
2. Mr. S. K. Majumdar 

(The other two members could not attend due to other 
unavoidable and unexpected engagement). 

Walchcmdnagar Industries 

1. Mr. Nachtmann 
2. Mr. J. P. Joshi 
3. Mr. A. P. Dutta Chaudhury 



IS&GEC 

1. Mr. D. D. Puri 
2·. Lt. Col. A. N. Vasudeva 
3. Mr. S. S. Kothari 

Shri S. P. Chibber, Chief Project and Devel,opment Officer of 
the Corporation was associated with all the discussions. 

3. In the first round of discussi{Jns the technical features of each 
equipment. their output and performance, consumption of fuel, 
energy, etc. were discussed with a view to bringing out the out-
standing features of each equipment, particularly that of the type 
of crushers, raw and cement mills and their d..-ives, specially of kilns 
and coolers, etc. 

The progress made thus far was intimated to the Seventh Board 
Meeting on 31st January, 1966. The Board decided tnat the Chair-
man and the Managing Director should discuss the matter with the 
Negotiating Committee and take necessary steps to submit proposals 
to the Government for the procurement of plants. 

4. Accordingly a meeting of the Chairman and the Managing 
Director {)f the Corporation was held with the Negotiating Com-
mittee on the 2nd February, 1966. 

5. At the meeting it was considered that attempt should be made 
to place orders for the plants expeditiously since there is a likeli-
hood of the capacity of 'Some of the manufacturers who had quoted 
being booked by the Private Sector. For this purpose, it was felt 
that pending the collection of the sampling data for limestone and 
the selection of precise sites, it would be technically feasible to 
give a range of specification for raw material (Limestone that will 
be available from the likely sites and that on this basis firm orders 
f{)r plants could be placed with the manufacturers. It was also 
seen that the quotations varied between Rs. 1.44 crores to Rs. 1.68 
crores and that each manufacturer had his own design, which 
make it difficult for a direct comparison between the offers. Tl!e 
discussions with the manufacturers had therefore been carried ou' 
in respect of the technical details pertaining to their own plants. 

6. As regards the reliability of the manufacturers and theu' 
capacity to supply an acceptable cement plant, the following facts 
were placed before the committee:-

(i) MIs. AVB/ACC: They have collaboration with Vickers 
Babocok of England and MIs. Fuller & Co., of Catasauqua 



and Traylor Engineering and manufacturing, Allentown 
U.S.A. Mis. ACC have been building 30) tonne kilns in 
their Shahabad Works and A V.B.I A.C.C. hav~ also built 
dry pr!)Cess plant for their Jamul factory. They have 
also got an order from Panyam Cement. Mis. AC.C. 
have on expansion programme of 5 million tonnes luring 
the 4th Five-Year Plan and they will get all their plants 
made by Mis. AVB. 

Mis. ACC are the oldest Group of. cement manufacturers in 
India and have wide experience in making cement and 
cement plants. They are also manufacturing babock 
boilers. 

Mis. Vickers Armistrong of England have supplied 200-300 
tonnes kilns for U.P. Government for their Churk 
factory. 

(ii) Mis. K.C.P. have got a cement plant at Mancherial and 
they have supplied 2 plants to Government of Orissa. 
They have recently secured orders for two plants from 
Government of Madras on turn-key basis. 

Their collaborators are Mis. Fives Lille can of France. 

This firm is to supply two kilns to U.P. Government for their 
Dalla Project. Mis. Vives-Lille Cail have manufactured 
kilns up to 2500 tonnes/day. 

(iii) Mis. Walchandnagar Industries have collaboration with 
Skoda of Czechoslovalua who are well-known in the 
field of manufacture of steel and machinery. There are 
two skoda plants, one each working at Churk and 
8atna. The Churk kilns are 350 tonnes/day each, Satna 
500 tonnes/day. Mis. Walchandnagar Industries who 
have been manufacturing sugar plants in the past have 
not yet manufactured or supplied any cement plant to 
any party in India. 

(iv) MIs. Indian Sugar & General Engineering Corporation 
have also been manufacturing Sugar plants and boilers 
in their factory at Yamunanagar. They have collbora-
Hon with Mis. Kawasaki Dockyard Company Ud., Japan 
who have supplied about 100 cement plants in and out-
side Japan. They also manufacture plants as big as 2000 
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tonnes per day capacity. Mis. IS&GES have not yet 
manufactured any cement plant in India. 

In the light of the above and -keeping in view the past experi-
ence of the firms in the manufacture of cement plants and other 
heavy engineering, equipment, the Committee placed them in the 
following order.-

1. AVB/ACC 

2. K.C.P. 

3. Walchandnagar Industries. 

4: I.S.&G.E.C. 

7. After considerable discussions on all aspects of the case, it 
was decided that in view (a) of the desirability of booking capa-
city of the manufacturers at the earliest (b) of the possibility of 
obtaining basic data for limestone from their sites in the near 
future (c) of the possibility of limiting the variation clauses in 
prices, if any, in the design and capacity of the crushers only, the 
prices for all other components (If the plants would be firm, nego-
tiations should be progressed for ordering these plants. 

8. The second round of d!scussions was held on 23rd. 24th and 
25th February, 1966 for finalising the technical aspect price and 
terms of payment. 

On the 23rd February, 1966 a meeting took place with Mfs. 
Walchandnagar Industries and the following were present:-

1. Shri K. B. Rao 

2. Mr. S. K. Majumdar 

3. Dr. S. P. Verma 

4. Mr. H. D. Singh 

From the manufacturers! side the following were present:-

1. Mr. J. P. Joshi 

2. Mr. Ing. K. Obrucnik 

3. Mr. Smykal 

4. Mr. A. P. Dutta Chaudhury 

5. Mr. M. Roman 
j 
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On the 24th February, 1966 a meeting was held again with MIs. 
Walchandnagar Industries, A V .B. and IS&GEC. The following 
were present. 

1. K. B. Rao 
2. Mr. S. K. Majumdar 
3. Dr. S. P. Verma 
4. Mr. H. D. Singh 

Wa.lchandnagar Industries 

1. Mr. J. P. Joshi 
2. Mr. Ing. K. Corucnik 
3. Mr. Smykal 
4. Mr. A P. Dutta Chaudhury 
5. Mr. M. Roman 

A.V.B. 

1. Mr. H. J. Canteenwalla 
2. Mr. P. N. Gulati 
3. Mr. S. J. Dalal 
4. Mr. Y. K. Mehta 

IS&GEC 

1. Mr. D. D. Puri 
2. Lt. Col. A. N . Vasudeva 
3. Mr. S. S. Kothari 

On the 25th February, 1966 the meeting was held with MIL 
K.C.P. and the following were present:-

1. Mr. S. K. Majumdar 
2. Mr. H. D. Singh 
3. Mr. B. C. Banerjee (represented Dr. S. P. Verma). 

K.C.P. 

1. Mr. V. Raman 
2. Mr. P. Krishna Rau 
3. Mr. Thampuran 

In the above discussions Shri Cbibber was associated. 
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9. Specification and ter:hnical details 

Ori'ginally all the four cement machinery manufacturers quoted 
on the standard equipment manufactured by them according to 
design of their conaborators. After discussions with manufacturers 
a considerable measure 'Of standardisation has been effectect in 
regards to equipment both mechanical and electrical as also in 
respect of performance guarantee of various units of the plant. 

(i) Crushing Department 

M/s. A VB, Walchandnagar Industries and IS&GEC had quoted 
on two-stage crushing but Mis. K.C.P. offered single-stage crushing. 
All the manufacturers will now supply two-stage crushing plant 
as required by us. Single-stage crushing is suitable only if the plant 
is not to be duplicated in the near future but the Corporation desires 
to provide for expansion of the plants as soon as feasible. 

(ii) Raw Mill Department 

MIs. A VB and KCP had quoted side drive for the mills, while 
Mis. Walchandnagar Industries and IS&GEC have quoted centre 
drive, Side drives has now been stipulated for all manufacturers. 
Gears for side drive can be manufactured in India, but the symetro-
gear for centre drive would have had to be imported. 

(iii) Kiln Department 

The rotary kilns offered are according to the design of each 
manufacturer and carry a performance guarantee of 600 tonnes per 
day. The fuel consumption is guaranteed by all the manufacturers 
at 1450 k.Cal/kg. of clinker. Mis. AVB, K.C.P. and IS&GEC have 
offered kilns with chain sections only while the kilns offered by 
Mis. Walchandnagar Industries is fitted with pre-heaters, chains 
and cross. If klin of 165 m. is purchased from IS&GEC at an extra 
cost of Rs. 4.72 lakhs the fuel consumption will be reduced to 1350 
K.Cal·/kg· 

The fuel consumption in all cases is 1~ K.Cal per kg. of 
clinker at 36 per cent moisture in slurry. In case the length of 
MIs. IS&GEC kiln is increased from 145 to liJ5 metres as originally 
quoted (at an additional cost of Rs. 4.72 lakhs) , the fuel consump-
tion would go down to 1350 K.Cal/kg. at 36 per cent moisture. 
With the 165 m. kiln they will also supply cyclone type dust collec-
tor. This extra cost would be offset in about two Years' time 
because of saving in coal consumption. The technical members 
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were of the view that it would be worthwhile to take the longer 
kiln of 165 metres and cyclone dust collector at an extra cost of 
Rs. 4.72 lakhs. Their present offer of 145 metres, however, is at 
par with other offers in respect of fuel consumption and capacity. 

(iv) Cooler 

All the manufacturers are supplying Fuller Kinyon or air quench-
ing cooler. Thi'S is the modern equipment required for cooling 
the clinker received from the kilns. 

(v) Cement Mill 

Mis. AVB and KCP quoted for side drive mills while Mis. Wal. 
chandnagar and IS & GEC quoted on centre drive. Side drive has 
now been accepted from all manufacturers. Also please refer to 
remarks in the note under "Raw Mills". All offers are fur open 
circuit grinding. 

(vi) Packin.g Plant 
Mis. AVB, KCP and MIs. IS & GEC had quoted on 3 to 4 spout 

packing machines. Mis. Walchandnagar Industries had quoted a 
rotary packer which is standardised. All the machinery manufac-
turers will now supply rotary paclters. 

(vii) H.T. Motors 

In order to improve the power factor it is essential to have syn-
chronous motQrs for raw and cement mills. Mis. AVB, Walchand-
nagar Industries and IS & GEC have offered synchronous motors 
while KCP have offered induction motors with capacitors on the LT 
side to improve the power factor. 

(viii) Per/0Tm4nce Guarantees 

The performance guarantees have also been. standardised in res-
pect of various units of the plant. 

Fuller details of the technical data and of the performance 
guarantees are contained in enclosure (Annexures A-3 and A-4). 

10. As per original quotations received from the varioll.C:; manu-
facturers, the prices quoted were as follows:-

K.('~P. Ltd. 
I.S . .!t. G.E.C. 
Walchandnagar Industric's 
AVB 

. Rs. 1,3%,00,000 
. Rs. 1,44,79,530 
. Rs. 1,53,II,430 
. Rs. 1,60,86,100 
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In this price Messrs. AV.B. did not include the price of the wash mill 
department and have offered this equipment as optional for a price 

'of Rs. 2,56,950. Incluc\ing this the quotation of Messrs. A V.B. came 
to Rs. 1,63,43,650. Furthermore, while Messrs. AV.B. had included a 
customs dUty at the rate of 261 per cent on the imported component 
of Rs. 27.5 lakhs, other quotations had not included any duty, which 
was to be added separately. As the actual customs duty is 45 per 
cent, the above quotations duly adjusted (including duty at 45 per 
cent) would be as follows:-

K.C.P. Ltd. 

I.S.&. G.E.C. 

Walchandnagar Industties 

A.V.B .. 

Rs. 1,44,40,000 

Rs. 1,57,19,530 

Rs. 1,6S,51,430 

Rs. 1,68,53,650 

:rn the light of discussions held on January 10 & 11, 1968 Messrs. 
IS & GEC, Walchandnagar Industries and K.C.P. Ltd., modified their 
specifications and indicated the revised prices. Messrs. A VB also 
offered reductions in prices. The relative position of offers result-
ing from these changes (inclusive of import duty of Rs. 12.40 lakhs) 
is given below:-

K.C.P. Ltd. • Rs. 1,4Z,40,OOO 

I.S. &. G.E.C. Rs. 1 ,46,S8, 700 
A.V.B .. Rs. I,SI.47,890 
Wa1cha'ldnagar Industries Rs. 1,56,17,530 

11. (a) Since the manufacturers had quoted according to the 
designs of their own collaborators, an evaluation was made of the 
four quotations on certain comparable cornman 'Norms' in consulta-
tion with the suppliers. These are explained in the work sheets 
enclosed (Annexure A-2). The prices that have emerged after the 
final round of discussions are as follows:-

Final Prices Weight' Price per tonn e 
I. I.S.&.G.E.C. . Rs. 1,4S.65.~ 2328 tons Rs. 6.257 
3. WalchalldnlllJllr Industries . Rs. J,48,33.530 2555 tons Rs. 5.806 
3. K.C.P. Ltd. Rs. 1,50,00,000 ZOl9tons Rs. 7.4z9 
4. A.V.B. Rs. 1,51,47.890 Z376 tons Rs. 6.375 

• IS4:GEC baye also oft'!red a lODger Win .. aD extra cost ofRs ... ·7Z laths. In view 
of CCO!lODlJ in fllei consumption. purchase oflonser kiln hal been recoDUJ1CDdcd (sec para 
9 Ne 1 under sp:ciftcations and technical details). 

--470 1&-14. 
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These prices include an element ot Import duty of Rs. 12,40,000 
calculated at the rate of 45 per cent Qll imported component of 
Rs. 27.50 lakhs. 

(b) Validity-Mis. IS & GEe, Walchandnagar Industries, K.C.P. 
and A.V.B. have agreed to extend the validity upto 31st May, 1966. 

(c) Payment Terms.-The firms had quoted for payment terms 
which generally involved advance payment of 30 per cent with the 
order and subsequent payment of 65 per cent on delivery and 50 per 
cent on the guarantee. After negotiations, the following terms and 
conditions have been accepted by the suppliers:-

20 per cent with the order 

10 per cent after six months o~ the order 

60 per cent on despatch of documents pro rata 
5 per cent on commissioning of individual units, and 
5 per cent on fulfilment of guarantees. 

(d) Repeat Orders.-The manufacturers were requested to offer 
reductions in case repeat orders were placed with them within six 
months Or one year. They indicated the follOWing reductions:-

(a) M,essrs. IS&GEC Reduction 0fI slCond I'ltlllt if order placc. c 
Immediately. 
within 8 months . 

within 12 months . 

(b) M,:ISrs. Walchandnagar Industries 

(c) Messrs. K. C. P. Ltd. 
(d) M,essrs. A. V.B. reduction on each plant ifordcr plzc:ed "'ithin 

lix months, yiz. by end of Auaust, 1966. . . . 

Recommendation. 

Ri. 4 Juts 

Ri. 3 lakhs 

RI. 2 lakha 

Nil 

RI. I'oolakk 

12. In the final meeting of the Chairman and the Managing Direc-
tor with the Negotiating Committee, consideration was given to the 
relative experience and the technical know-how of the manufac-
turers (Reference para 6 of this note), the technical soundness of 
the offer as well as their price difference. Technically it was con-
sidered that the offers of all manufacturers, as have emerged after 
discussions, were aceptable. It was also noted that the' price difl'er-
ence between them was not really significant. It was felt that 'the 
Cement Corporation would have to lay some stress at the initis.: 
stage on the experience of the manutacturer so tha~ nq .un.tow~!:d 
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difficulties arise in construction and commissioning of the plant. It; 
was therefore, decided that the Government may be approached for 
the approval of the placement of the order for the four cement plants 
in the follQwing order, viz., (i) A.V.B. (ii) K.C.P., (iii) Walchand-
nagar Industries and (iv) IS & GEC, at the prices and terxns nego-
tiated. At present only three sites are likely to be ready very 
shortly, viz., Sedam, Mandhar and Neemuch. It is the intention 
therefore that the order of the first three plants on A VB, KCP and 
Walchandnagar Industries may be placed now. There is, however,. 
a posSibility of a site being available in the near future at Yerra-
guntla. The fourth plant may be ordered in IS & GEC as and when 
the project report o,f the Yerraguntla site is finalised and provided 
the prices and terms now settled with them still hold good. 

Sd 1- S. K. Majumdar 

18-3-1966 

Sdl- S. P. Varma 

18-3-1966 

Sdl- K. B. Rao 

18-3-1966 

(H. D. SINGH) 

18-3-1966 

Sdl- B. D. Kalelkar I 

21-3-1966 



APPENDIX III 

(Vide Recommendation at S. No. 60) 

Note explaining the reasons for delay in issuing formal sanction to 
the original cost estimates in respect of Kurkunta Plant 

The Cement Corporation of India submitted a Detailed Project 
Report on the Kurkunta Project in January, 1976. This was examin-
ed by this Ministry in consultation with the Directorate General of 
Technical Development, Ministry of Finance and the Bureau of Pub-
lic Enterprises. Regarding the cost estimates for this project, per-
sonal discussions were held by the officials of the Ministry of Fin-
ance, Bureau of Public Enterprises and the Cement Corporation of 
India. The Ministry of Finance ami BPE, suggested certain modifi-

'-cations in civil engineering works etc. and requested the Corporation 
to submit modified cost estimates in the light of the discussions and 
suggestions made by them. This was furnished in .Tanuary, 1968. 
The Bureau of Public Enterprises scrutinised the revised estimates' 
and suggested that certain surplus materials available with other 
Government Undertakings for disposal may be obtained by the Cor-
poration. The Cement Corporation was requested to ascertain from 
the Undertakings, whether the aurplua materials availab~ with them. 
coulil. be used by the Cement Corporation. In the meanwhile, the 
Finance Ministry made certa1D cut. in the proposal of the Corpora-
tion under the heading 'Contingencies'. The Cement Corporation 
was not agreeable to the cut suggested by the Ministry of Finance. 
The matter was again taken up with the Ministry of Finance, who 
did not accept the argument of the Cement Corporation. Hence, the 
formal sanction could be issued in June, 1969 only, even though the 
other things were settled as early as in November, 1968. 
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