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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to present the Report on their behalf, 
present this Sixty-ninth Rep~rt On the Cement Corporation of India 
Ltd. 

2. This Report of the Committee is based on the comprehensive 
appraisal of the working of Cement Corporation of India Ltd. as con-
tained in the Report of the Comptroller and Auditor General of India 
for the year 1973--Union Government (Commercial) Part III-Cement 
Corporation of India Ltd. and also on an examination in depth of 
the working of the Cement Corporation of India Ltd. up to the year 
-ending 31st March, 1974. 

3. The Committee on Public Undertakings took evidence of the 
.representatives of the Cement Corporation of India Ltd. on the 22nd 
January, 1975 and of the Ministry of Industry and Civil Supplies 
(Department of Industrial Development) on the 19th March, 1975. 

4. The Committee on Public Undertakings considered and finali-
sed the Report at their sittings held on the 26th and 27th June, 1975. 

5. The Committee wish to express their thanks to the Ministry of 
Industry & Civil Supplies (Department of Industrial Development). 
the Cement Corporation of India Ltd. and the labour unions for 
placing before them the material and information they wanted in 
connection with the examination of the Cement Corporation of India 
Ltd. They wish to thank in particular the representatives of the 
Ministry and the Undertakings who gave evidence and placed their 
considered views before the Committee. 

6. The Committee also place on record their appreciation of the 
assistance rendered to them by the Comptroller & Auditor General 
-of India in connection with the examination of the Cement Corpora-
tion of India Ltd. 

NEW DELHI; 
.July 17, 1975. 
Asadha-26;-1897 (S) 

NAWAL KISHORE SHARMA, 
Chairman, 

Committee on Public Undertaking., 

(vii) 
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INTRODUCTORY 

A. Historical Baekgrouad 

With the exception of a few factories owned by the State Govern-
ments, the cement industry in India was previously with the pri-
vate sector. As against the installed capacity of 15 million tonnes 
and production of 13 million tonnes of cement envisaged by the end 
of Third Five Year Plan (i.e. March, 1966), the capacity and pro-
duction actually attained by the end of 1965 were 11.70 million tonnes 
and 10.59 million tonnes respectively. It was anticipated by Govern-
ment in 1964-65 thAt the demand for cement would reach the level 
of 25 million tonnes by the end of the Fourth Plan i.e. March, 1971 
and this called for a massive expansion of the then existing capacity 
of 11 million tonnes to 27 to 30 million tonnes. As -the magnitude of 
this task was clearly beyond the capacity of the private sector, it 
was decided that thr. public sector should enter the field in a big 
way. 

1.2. Accordingly, Cement Corporation of India Limited was regis-
tered on 18th January, 1965 as a Company wholly owned by the 
Government of India with the following principal functions:-

(a) Intensive prospecting ~nd proving of lime-stone deposits, 
lack of which had retarded the development of cement 
industry in India in recent years. (In this capacity, the 
Company had to act as the store-house of information on 
the cement grade lime-stone deposits in the country for 
the expansion of capacity in the public as well all private 
sector). 

(b) Setting up of capacity for cement manufacture so as t(.l 
help achieve the cement production target in the Fourth 
Five Y(Rr Plan. 

1.3. Upto NovembE'l'. 1967. the Company had prospected and 
established 1074.33 million tonnes of cement grade limestone at 12 
sites (including one site investigated by the Geological Survey of 
India having a reserve of 46.33 million tonnes). As the proved 
deposits were far in excess of the requirement of the Company for 
setting up the plants, Government directed the Company in January. 
1968 to maintain only a skeleton lime-stone Investigation Division 
capable of conductinr; illve~ligations at the rate of one site a yeal". 
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1.4. As regards setting up of capacity the Company has so far 
established two cement plants having a capacity of 2 lakh tonnes per 
annum each at Mandhar (Madhya Pradesh) and Kurkunta (Karna-
taka) which went into production in July, 1970 and October, 1972 
respectively. In addition 2 projects of the capacity of 2 lakh tonnes 
each at Bokajan (Assam) and Paonta (Himachal Pradesh) under 
erection/construction and expansion of the capacity of Mandhar 
(Madhya Pradesh) Plant by 1.8 lakh tonnes is under implementation. 

B. Objectives 

1.5. The principal objectives which were envisaged in the Minis-
try's letter of 4th May 1965 for the Cement Corporation were as 
follows:-

(i) Survey, prospecting and proving of cement grade lime--
stone depositll in the country; 

(ii) Installation of sufficient capacity for the manufacture of 
cement in the public sector to help achieve the cement 
production targets to be set for the Fourth Plan. 

(iii) All ancillary and supportin'g activity connected with the 
growth of the Cement Industry and the development of 
expertise. 

In regard to objectives (ii) and (iii) above, it was further stipu-
lated in the letter of 4th May, 1965 as follows:-

(a) The target of cement manufacturing capacity to be set up 
by the Corporation should be 1.5 million tonnes by 1968-6t 
and on additional 3.5 million tonnes by 197()..71 thus totall-
ing a capacity of 5 million tonnes by the end of fourth 
plan period. 

(b) The Corporation should take steps to set up within the 
ceilings referred to in (a) above two large cement plants, 
each of approx. one million tonnes per annum capacity. 
As soon a. possible suitable locations for the plants shall 
be investigated inter-alia in the Ja:gdalpur Baster area and 
in Kothagudan area. 

(c) The Corporation shall undertake (within the ceiling refer-
red to in (a) above) the establishment of about six plants 
of smaller capacity, in lieu of schemes of priva1e parties 
who are unable to implement their licences under the 
Industries (Development and Regulation) Act. The loca-
tions to be selected on economic considerations. 

(d) The Corporation shall also extend such technical assist-
\ ance to State Governments proposing to establish new 
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cement plants in the Fourth Five Year Plan, as the Central 
Govemment may direct. 

(e) The Corporation shall build up its strength of technical 
personnel quickly, if necessary by employing foreign 
experts for a limited period. 

1.6. In their letter No. 9 (156)-70-BPE(GMI), dated 3rd November, 
1970, the Bureau of Public Enterprises asked all Government com-
panies to formulate a statement of their objectives/oblig.ations clearly 
and communicate the same to Government. 

1.7. In the light of these instructions the Management was asked 
about the action taken by it to review and redefine the initial objec-
tives laid down in May, 1965. In reply, it has been stated as under:--

"The initial objectives laid down in May 1965 were reviewed 
and implemented as changed and permitted by Govern-
ment from time to time. The programmes and policies of 
the Corporation are intimated to the Government and are 
taken up for implementation as approved by Government. 
As directed by Government plants are being set up in 
deficit areas of Bokajan and Rajban. After the Govern-
ment permitted establishment of plants in other areas, 
proposals were formulated and action is being taken to 
set up plants at other places. As approved by Govern-
ment 1im~tone investigation work is also being reviewed. 
Depending on the financial resources available from time 
to time, action is being taken to implement the pro-
grammes as approved by . Government. A corporate plan 
for the next 10 years is also being drawn up for implemen-
tation in consultation with Government." 

1.8. The Committee reeret to note that even though the Bureau 
of PuWic Enterprises bael asked aU the Public: Undertakinp as f ... 
Itaek as November, 1918 to formulate a statement of their 
objectives / obligations clearly and eomnwnicate the same to 
the GovemmeDt aDd even tbough tbe Deed. for fonnulatlnl 
such a statement was reiterated in. the 40th Bepori (54h 
Lok Sabha) of the CODUIlittee OD Public Undertakinp on 
Role and Athievements of Public UndertaklDg. the CCI hal not 
so far fonnulated its statement of objectives/obligations, escept that 
it hal only taken action to define the seope of work of the CO~ 
flon. The Committee recommend that the CorporatlonJMinisb7 
should haUte the lltatement of objedlves/obliptiOllS of CCI with-
out any furtber delay and place' it before Parliament 
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D 

SETTING UP CEMENT MANUFACTURING CAPACITY 
A. Setting up of Capacity and Non-achievement 

In May, 1965 Goverrunent issued the following directions to the 
CoI'poration in their letter dated 4th May, 1965:-

"(a) The target of cement manufacturing capacity to be set up 
by the Company should be 1.5 million tonnes by 19&8-69 

and an additional 3.5 million tonnes by 1970-71, thus creat-
ing a capacity of 5 million tonnes by the end of the Fourth 
Plan period. 

(b) The Company should take steps to set up, within the 
ceilings referred to in (a) above, two very large cement 
plants, each of approx. 1 million tonnes per annum capa-
city as soon as possible; suitable locations for these plants 

,.. to be investigated inter alia in the Jagadalpui·, Bastar area 
and in the Kothangudam area. 

(c) The Company shouldu ndertake, within the ceiling refer-
red to in (s) above. the establishment of about six plants 
of smaller capacity in lieu _of schemes of private parties 
who were unable to implement their licences under the 
Industries (Development and RegUlation) Act; the loca-
tions to be ~elected on economic considerations. 

(d) The Company should also extend such technical assistance 
to State GoverlUI)ents proposing to establish new cement 
plants in the Fourth Five Year Plan, as the Central Gov-
ernment may dix:ect. 

(e) The Company should build up its strength of technical 
personnel qUickly, if necessary by employing foreign 
exporters for a limited period." 

2.2. Just when the Corporation was taking preparatory steps 
towards the attainmt'n' of above objectives, Government decontrolled 
cement with effect from 1st January, 1966 and extended certain fiscal 
reliefs (e.g. 25 per (:ent tax free credit certificates for 5 yean for 
production in excess of the level of 1964-65 and a price increase of 
RI. 16 per tonne (including an element of Rs. 4 per tonne for expan-
mon of capacity) to the indu8try, with the expectation that the private 

4 



leCtor would put up additional capacity in a big way. The require-
ment of licence under the Industries (Development and Regulation) 
Act was also dispensed with from 13th May, 1966. In the meanM 

while, recession set in and also there was a plan holiday resulting in 
a severe restriction in the Governmental expenditure on construction, 
etc. with its consequential effect in the off-take of cement by Gov-
ernment agencies. 

2.3. Accordingly, it was felt by Government that the additional 
capacity to be set up in the public sector need not be on the same 
scale as was anticipated earlier. In the light of the changed circums-
tances, the Planning Commi~sion suggested a reduction in the capital 
outlay of the Corporation during the Fourth Five Year Plan. In Sep-
tember, 1986 Govcmment informed the Corporation that the PlannM 

ing Commission had earmarked an investment of Rs. 25 crores (sub-
sequently reduced to Rs. 23 crores) for the setting up of the capacity 
by the Company. As Ii result, the target of 5 million tonnes capacity 
was scaled down to 1.6 million tonnes in the first instance (Septem-
ber, 1966) and to 1.2 million tonnes subsequently (December, 1969). 
This outlay earmarked by the Planning Commission was considered 
by the Corporation just sufficient to set up a capacity of 1.2 million 
tonnes. 

2.4. In July, 19f17. Government decided that the Corporation should 
take the initiative to set up cement plants in the deficit areas, as the 
private sector was not expected to give its full cooperation in this 
regard. 

2.5. In December, 1971 the Planning Commission, in the light of 
cement shortage in the country and the likely demand during the 
Fifth Five Year Plan, desired that the restrictions laid down on the 
Corporation to invest only in the deficit areas might be removed. 1n 
May, 1972, Government also estimated that the 'gap between the 
demand and production of cement would be of the order of 3 to 4 
million wnnes by the end of March, 1974. Accordingly, Government 
decided in June, 1972 as follows:-

<a) Company !.hould set up manufacturing plants in areas 
other th&u deficit areas also. 

(b) It should provide technical and managerial assistance to 
State GovE:rnment ventures for cement manufacture and 
also participate in equity, if necessary. 

2.6. With effect from February, 1970, the cement industry was 
again brought within the purview of the licencing provision of the 
Industries (Development and Regulation) Act. 
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2.7. It will be seen from above that there was change in policy 
regarding role of the Corporation in the expansion of cement indul-
try from time to time, with the result that no time bound progranune 
for the setting up of capacity with complete details could be loid 
down and acted upon by the Corporation. 

2.8. In the abov~ background, the Corporation continued to sub-
mit from time to time proposals to the Government for permission 
to set up cement factories. The particulars of these proposals are 
tabulated below:-



Se
ri8

l 
N

II
D

e 
c
( 

til
e 

Pr
o;

ec
t 

A
m

m
al

 
Fe

as
ib

ili
ty

 
P

ro
po

nl
 

D
et

ai
le

d 
D

et
ai

le
d 

R
em

ar
ks

 
N

o.
 

~
 

R
ep

or
t 

ap
pr

ov
ed

 
Pr

oj
ec

t 
Pr

oj
ec

t 
IU

bi
ni

tte
d 

by
 G

ov
t. 

on
 

R
ep

or
t 

R
ep

or
t 

to
nM

I)
 

to
 G

ov
t. 

on
 

su
bm

itt
e<

'. 
ap

pr
ov

ed
 

to
 G

ov
t. 

on
 

by
 G

ov
t. 

on
 

a 
3 

4 
S 

6 
7 

8 

I 
K

ur
ltU

D
ta 

(K
m

Ia
ta

b)
 

2 
M

ar
ch

, 
Ju

ne
, 

Ja
nu

ar
y,

 
Ju

ne
, 

W
eD

t i
nt

o 
oo

rn
m

ac
ia

l p
ro

du
ct

io
n 

19
66

 
19

66
 

19
67

 
19

69
 

w
.e

.f.
 1

-1
0-

19
72

. 
~
 

M
m

dh
u 

(M
Id

hj
a 

P
nd

eI
b)

 
2 

M
ar

ch
, 

N
ov

em
be

r,
 

Ja
nu

ar
y,

 
Ju

ne
, 

C
om

m
is

si
on

ed
 i

n 
Ju

ly
, 

19
70

. 
19

66
 

19
68

 
19

67
 

19
69

 

-:
J 

1 
Ne

em
ud

t (
M

IiI
III

II)
Ia

 P
tI

II
ea

h)
 

2 
M

an
:h

, 
Ju

ne
, 

M
ay

, 
G

ov
er

nm
en

t 
ac

ce
pt

ed
 in

 N
ov

em
-

19
66

 
19

66
 

19
72

 
be

r, 
19

66
 

th
e 

pr
op

os
al

 
of

 
th

e 
C

om
pa

ny
 t

o 
ea

rtl
lIi

rk
 t

he
 

Pl
an

t 
or

de
re

d 
fo

r 
N

ee
m

uc
h 

fo
r 

in
st

al
la

tio
n 

at
 M

an
dh

ar
. 

~
r
O
V
e
d
 f

or
 i

nc
lu

si
on

 i
n 

5t
h 

w
ith

 a
 c

ap
ac

ity
 o

f 
4 

la
kh

 
to

on
es

. 
4 

J .
. d

aJ
pa

t (
M

ad
hy

a 
Pr

ad
ea

b)
 

2 
JU

D
e,

I9
61

 
5 

T
an

du
r 

(A
ud

hr
a 

P
n

d
ab

) 
• 

2 
JU

De
,I1

I6
1 

A
pr

il,
 

M
ar

ch
, 

A
pp

ro
ve

d 
b 

in
cl

us
io

n 
ill

 5
th

 
19

72
 

19
74

 
Pl

an
 w

ith
 an

 en
ha

oc
:ed

 ca
pa

ci
ty

 
o

f 
4 

1a
kh

 t
oo

ne
s.

 
,. 

B
ob

ja
n 

(A
aa

m
) 

2 
fan

ua
ry

, 
A

pt
il,

 
O

ct
ob

er
, 

M
ay

, 
Co

ns
tru

cti
on

 is
 i

n 
~
 l

in
d 

19
68

 
19

69
 

19
69

 
19

71
 

sc
he

du
le

d 
to

 
be

 c
om

pl
et

ed
 

by
 

M
ay

, 
19

'7
5.

 



1 
a 

7 
P

Io
ot

a 
(1

tim
8c

ba
l 

Pr
ad

es
h)

 

• 
Y

er
np

lld
a 

(A
nd

br
a 

Pr
ad

ah
) 

9 
Ba

ru
W

l1a
, D

eh
nI

du
n 

(U
tt

ar
 P

ra
de

sh
) 

10
 

A
ka

Jw
-a

. (
M

ad
hy

a 
P

ra
da

b)
 

.. 

II
 

Ad
lla

b.
d 

(A
nd

hr
a 

Pr
ad

es
h)

 

12
 

M
m

d
h

ll
 E

sp
an

si
o.

l 

3 a a z a 2 z 

4 

A
up

st
, 

19
68

 

A
ut

pl
st

, 
19

69
 

O
ct

ob
er

, 
19

70
 

~ 
6 

Fe
br

ua
ry

, 
19

70
 

A
pr

il,
 

1
~
 

M
ay

,l9
'P

 

1 

M
ay

, 1
97

1 

M
ar

ch
, 

19
74

 

M
ay

,1
97

z 
~
,
 

19
74

 

Fe
br

ua
ry

, 
M

ar
ch

, 
19

11
 

19
72

 

8 

Th
e 

Pr
oj

ec
t 

is
 &

eh
ed

ul
ed

 
to

 b
e 

<X
lII1

pl
et

ed
 

by
 

O
ct

ob
er

 
19

76
. 

C
on

st
ru

ct
io

o 
of

 C
am

p 
O

ffi
ce

 
go

do
w

n,
 h

ut
m

eu
ts

, 
et

c.
 c

om
-

pl
et

ed
 i

n 
N

ov
em

be
r 

,1
97

2.
 

A
pp

ro
ve

d 
fo

r 
in

cl
us

io
n 

in
 s

th
 

Pl
an

 w
it

h 
a 

ca
pa

ci
ty

 o
f 

4 
la

th
 

to
nn

e •
. 

A
pp

ro
ve

d 
fo

r 
in

cl
us

io
n 

in
 

st
h 

Pl
an

 w
ith

 •
 c

ap
ac

it
y 

of
 6

 
Ia

kh
 

to
rm

es
. 

A
pp

ro
ve

d 
fo

r 
inc

Ju
siQ

J1
 i

n 
St

h 
Pl

an
 w

ith
 •

 
ca

pa
ci

ty
 

of
 4

 
la

kb
 

to
nn

es
. 

St
ep

s 
fo

r 
im

pl
em

en
ta

tio
n 

of
 th

e 
Pr

oj
ec

t 
ar

e 
be

in
g 

ta
ke

n.
 

E
x-

pe
ct

ed
 to

 b
e 

co
m

m
iss

io
ne

d 
by

 
D

ec
em

be
r,

 1
97

6.
 



9 
2.9. Out of the revised targeted capacity of 1.2 million tonne& to 

be achieved during Fourth Plan, only a capacity of 0 .• million tonne. 
had been installed by the Corporation so far at Mandhar and Kur-
kunta and no other project was commissioned by the end of Fourth 
Five Year Plan, i.e. March, 1974. The actual production achieved 
during that· period was 3 lakh tonnes of cement per annum. The 
Corporation was thus far behind the revised projection 1.2 million 
tonnes envisaged in the Fourth Plan. It could not even realise its 
own expectation of December, 1969 of attaining production level of 
4 lakh tonnes by March, 1971 and 6 lakh tonnes by March, 197 •. 

2.10. Explainin'g the reasons and circumstances for not achieving 
the target of 5 million tonnes during the Fourth Five Year Plan, 
as enVisaged in the Detailed Project Report, the Chairman lind 
Managing Director of the Corporation stated, during eVidence, as 
under:-

"When the Corporation was formed, it was aimed to put up 
cement factories in different parts of the country to a total 
capacity of five million tonnes. Unfortunately, there was 
a plan holiday in 1968 onwards and there was a recession 
in the general industry and so there was not much demand 
for the cement and as regards the cement that was avaiJ-
able, there was no sufficient market available for that. 
Then the Government advised us to 'go slow and lnstt"Rd 
of five million tonnes, they asked us to set up two cement 
factories at that time, one at Mandhar and other in Kur-
kunta, each of two lakhs tonnes of capacity. At that 
time, it was thought that there was not much demand 
and also the availability of funds was very tight, hence 
the Corporat~on was asked to go slow with the projects.'· 

2.11. Asked whether the target of creating a capacity of 5 million 
tonnes by the eJld (If the Fourth Plan was fixed in consultation with 
the Corporation, the Chairman and Managing Director stated:-

•. I 

"Normally, the Government fixes the targets in consultatbn 
with the Cement Corporation. Suppose, in the 5th Five 
Year Plan, the targets fixed were about 3.1 million tonnes. 
Now, we have got funds to put up three cement factorjes 
only with the total capacity of 1.4 million tonnes as 
against 3.2 million tonnes. But we do not have funds for 
putting up more factories. This must have happened 
earlier also. Earlier the targets were fixed, but we did 
not take steps to put up more factories, because the funds 
were not avaJlable." 
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2.12. Asked about the reasons for non-attainment even of th~ 

reduced capacity of 1.2 million tonnes during the Fourth Plan period 
with the financial allocation of Rs. 23 crores, toe Management 
informed the Committee in a written reply that 'after clearing the 
two projects viz., Mandhar and Kurkunta, each with a capacity of 
two lakh tonnes, the Corporation was advised by the Government 
to go slow with its projects. It was further explained a~ under:-

"In March, 1966, the Corporation with a view to initiate build-
in:g capacity production of 0.8 million tonnes, sent up 
proposal fot setting up cement plants at 4 sites, each of 
the capacity of 2 lakh tonnes per annum. The Govem-
ment of India conveyed sanction for setting up two cement 
plants of two lakhs tonnes capacity each. These twc 
plants have gone into production. Subsequently Govern-
ment emphasised that CCI should concentrate on creat-
ing capacity in deficit areas during IV Plan period. In 
line with this, the Corporation submitted proposals for set-
ting up cement plants one at Bokajan (Assam) and the 
other at Paonta (H.P.) each of the capacity of 2 lakh 
tonnes per annum. Government also cenveyed sanction 
for the expansion of Mandhar Project to manufacture 
Blast Furnance Slag Cement of capacity of 1.8 lakh tonnes 
for utilising Bhilai slag, a waste material from Ste'" 
Plant. The Bokajan Project is under erection and for 
Mandhar expansion and Paonta Projects orders for machi-
neries have been placed and the preliminary civil cons-
truction have been taken in hand. Since there was no 
other site available with CCI in deficit areas, Corporation 
could not go ahead with the implementation of the pro-
gramme of setting up new capacity." 

,', 

2.13. Asked for the reasons for not realiSing even its own expec-
tation of December, ]969 of attaining production level of 4 lakh 
tonnes by March, 1971 and 6 lakh tonnes by March, 1974, the Manage-
ment stated in a written reply that the Kurkunta cement project 
had taken more than the normal lead time due to late delivery of 
Plant and machinery nnd rectiflcation work of the defective machi-
nery. The Corporation, therefore. could not attain the capacity of 4 
lakh tonnes in the two projects by 1971. Due to the activities fer 
liberation of Ban~ladesh, the transport bottleneck for movement ot 
machinery had caused delay in attaining additional 2 lakh tonnes 
capacity by 1974. ~ 
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2.14. Explaining the reasons for the scaling down of the target 
of 5 million tonnes to 1.2 million tonnes and non-achievement of the 
revised capacity, the lepresentative of the Ministry of Industry and 
Civil Supplies stated as under:-

"There was a meeting of the Cabinet sub-Committee in 
December, 1964 where broadly atarget of 5 million tonnes 
was envh::aged. It was stated that two very large cemeut 
plants, each of one million tonnes capacity may be estab-
lished and the rest of smaller capacity with a total capa-
city of 3 million tonnes so that a total 5 million tonnes of 
capacity may be made available through public sector 
corporation. This decision was also communicated in 
May, 1965 to the CCI. Thereafter certain developments 
took place. One was, in the month of November. 19tt5, 
some discussions took place between the Planning Com-
mission and our Ministry where it was pointed out that 
it would not be possible at that stage to set up plants with 
a capacity of one million tonnes each. The maximum that 
we can have is 4-5 lakh tonnes capacity . 

• • • • 
We found that in the ultimate analysis, the total allocation 

made fot' the Cement Corporation of India was Rs 23 
crores and with this Rs. 23 crores, at most a traget of 1.2 
million tonnes could be sustained. But, thereafter, on 1st 
January, 1966 cement was delicensed. When this decision 
to delicensc the cement industry was taken, it was felt 
that there would be a spurt in private investmen~that 
private investors would come into operation and put up 
cement plants, and therefore the load to be taken up by the 
public sector corporation would be correspondi'lsly 
reduced. Therefore, this conscious decision was takp.n at 
that time that the public sector corporation shOUld con-
centrate only on deficit areas, where generally, the pri-
vote sector was not likely to establish plants. Based on 
their surveys and feasibility studies the CCI submitted 
feasibility reports about several sites to the Government 
beginnig from March, 1966. The reports relating to Kur-
kunta and Mandhar were accepted in 1966 and further 
action in respect of those projects continued inspite or the 
decision to confine the future activities of the CCI only to 
deficit areas. Of the remaining places suggested for pro-
jects only Bokajan and Paonta happened to be in d~ficit 
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zones. Action was taken only on the reports relating to 
these two places and action in respect of the remaining 
places remained suspended. Thus, though even the revised 
target of the CCl was 1.2 million tonnes, adequate num-
ber of projects could not be taken in hand to achieve this 
target." 

2.15. Asked about the reasons for taking a decision to delicense 
the cement industry in January, 1966, the Additional Secretary of 
the Ministry explained that 'in 1966, after two years of drought, the 
funds of the Government were somewhat limited and therefore it 
was felt that as much of the investment required for the cement 
industry as possible should come from the private sector. With 
that end in view, the cement industry was delicensed 80 that the 
private sector could 'go and set up plants throughout the country. 
It was also felt, he stated, that the target of the Cement Corporation 
should be scaled down too and that the private sector should he 
allowed to come in and take its place.' 

2.16. The restriction imposed on the Cement Corporation in July, 
1967 to confine only to deficit areas was withdrawn in May, 1972. 

2.17. When enqUired about the reasons for withdrawing the res-
triction, the Addl. Secretary of the Ministry stated that even though 
the Cement industry was delicensed in 1966, the expected invest-
ment in the private sector did not materialise. As such, Govern-
ment felt that having given the private industry every chance, it was 
time to take that limitation away and try and get the Cement Cor-
poration organise and gear themselves to build up as many cement 
plants as poSSible, within the resources of Government. 

2.18. Asked as to why this decision with regard to the CCI going 
only to the deficit areas was revised only in the year 1972 and why 
it was not revised earlier in 1970, when it was found that the pri vate 
sector was not coming up as expected and there was acute shortage 
of cement in the country, the Additional Secretary of the Ministry 
stated II under:-

• In the year lP70, although the costs were quite high. they 
had not escalated to the present order. At that point of 
time it mny have been a wrong decision on the part of 
the Government." 
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2.19 The Committee note that the Cement Corporation of India 
(CCI) 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 
cement plants of one million tonne capacity each and the remaining 
plants of smaller capacity. Just when the Corporation was taking 
preparatory steps towards the attainment of the capacity, Govern-
ment decontrolled cement w.e.f. 1st January, 1966 and extended cer-
tain fiscal reliefs to the industry and later on de licensed the cement 
industry w.c.f. May, 1900. In the' anticipation that the private sector 
would, in the changed circumstances, put up additional capacity in 
a big way, the !arget set for the CCI was scaled down from 5 million 
:tonnes to 1.6 million tonnes in the first instance and then to 1.2 mil-
lion tonnes and an outlay of Rs. 23 erores was earmarked for the CCI 
for the purpose. Subsequently in july 1967 Government asked the 
CCI to set up cement plants in the defkit areas only as the private 
sector was not expected to give its full cooperation in this regard, 
but in June ]972 the restriction laid down for the CCI to invest only 
in the deficit areas was removed as it was found that the private sec-
tor was noL coming up as expected and there wa'l acute shortage of 
-cement in the country. After clearing two projects, viz., Mandhar 
and Kurkunta, each with a capacity of 2 lakh tonnes, the Corporation 
was advised by the Government tc. go slow with its projects. The 
Committee find that in the short span of time between 1965 and 1972 
the policy of the Government 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 
tbe lack of plannine and the Inconsistency displayed by 'the Govern-
ment in tbii respect and feel that the role and targets set for a pub-
lic sector organ;sation sbould be worked out after great thought and 
1:are takine into account the demand of the product availabhity of 
technical and financial resoUftes etc. and once these are worked 
out and communicated 'to the undertaking, frequent changes tberein 
should be avoided to enable it to concentrate its energies on the ful-
filment of its role and to formulate concrete time bound scbemes to 
.achieve the targets. 

2.20 The Committee regret to note that the Government deUcen-
'Sed the cement industry with elted from May, 1166 in the anticipa-
tion tbat the private sector would put up additional capacity in a big 
way, and scaled down the target of the CCI from 5 mmion tonnes 
to 1.6 million tonnes and reduced it further to 1.2 million tonnN. 

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 

754 L.S.-3. 
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i., the deficit areas and aHowing the private seetor to have the bene-· 
fit of developing the industry in the more profitable areas. The 
Committee regret that it took five years for Government to remove 
this restriction. 

2.21 The Committee feel that even when a decision was taken in 
February, 1970 to bring the cement industry under the purview of 
the licensing of provisions, of the industries (Development and Re-
gUlation) Act, the Government had an opportunity of rev;ewing their 
earlier decision restricting the activities of CCI to deficit area.. and 
could have rectified the position and gone ahead with the implemen-
tation of their schemes. Bu't it took more than two years for Gov-
ernment to remedy the situation and withdraw their earlier order. 
As admitted by the reprssentative of the Ministry, 'at that point of 
time it might have been a wrong decision on the part of Government.' 

The Committee also feel that it should not have been difficult fo~ 
Go'Vel1'nment to foresee that with only two projects in the deficit 
areas and the capacity already taken up, the maximum capacity that 
could be d(w~loped would only be 8 lakh tonnes against the tarKet 
of 1.2 million tonnes. 

2.22 Even against the reduced target of 1.2 million tonnes a capa-
city of 0.4 million 'tonnes only could be installed by March, 1974 and' 
other project was scheduled to be commissioned by 'the end ot 
Fourth Plan. The Corporation was thus far behind the revised pro;. 
jection of 1.2 millioll tonnes envisaged in the Fourth Plan nor could 
it realise Its own expectation of December, 1989 of attaining pro-
duction level of 4 lakh tonnes by March, 1971 and 6 lakh tonnes by 
March, IB7i. The Committee have given separate recommendation in 
regard to non-attainment of the capacity elsewhere in the Report. 

2.23 The Committee regret to ~bserve that because of frequent 
changes in the dedsions, and placing of the restrictions, for an unduly 
long period, on the Cement Corporation for putting up Cement 
Plants only in the deficit areas, "aluable time was lost in developini 
the cem_t capacity in the PuWic Sector in the country with the 
result that ahorta,e of cement persist. 

B. Delay in setting up n' Cement Plants 

2.24 Delay in setting up of Cement plants by the Corporation 
had led to a substantial increase in the capital outlays, as per parti-
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eulars given below:-
(RI. in crorca) 

J_ttMrIt as J1fr 

Fc-asibility Detailed Oriain.J Rtviaui 
Report Project clitimate& esrilnat:es 

Rcpe>rt as IIPPI'OV- as apPIOV-

Project 

ed by Govt. ed byGovt. 

Mandhar 3'78 4.6S 4' 52 4'90 -----March'66 Jan, '67 

Kurkunra 3'78 4'69 4'43 S' J4· ----- ----
March'66 Jan, '67 

8'32 11' 26 10'98 10'98 ---_.-._. ----_ .. (E~tjmat'e not 
ja(1, '68 Oct.'69 rewaed so 

fill) 

Bokaiall 

Paoora 6'08 7'61 7'61 11'18 -------_. 
Aug, '68 Fcb., '70 

2'11 2' 18 2' II 4'12 ---
(No. F.R. Feb. '71 

prepared) 

·Ac:ua! exp~rdi!ure hau alrellcy I"XceE'd(d rhis figure. 
RI:vi~ed e;rimares for Rs. 617'CSI,khs were lerr to GeNt. ir. J\',i~', 1974 f<'r which 

aJlprC'\'ul is r.wolitfcl. 

2.25, The Committee were informed that after approval of Detail-
ed PIOject Report and financial sanction acco.rded, based on indigen-
ous castings and aT. Motors, a plant could be set up in 4* year. 
to 5 years time. The time taken/expected to be taken for setting 
up the following cement plants of the Corporation were as follows:-

Mltr.dhllr 
KurkWltll . 
Bokajan 
Pllorta !. 

49monlhs. 
7S montha 
60 mODlhF 
57 months 

2.26. Asked whether it was po.ssible to cut down the overall 
period for setting up of a plant In futul'e, the Management stated in 
a written reply that if long delivery items such as Girth Gears and 
pinions, Discharge Head, Feed End Head,Discharge End Trunion 
Liner, Live Rings, H.T. Motors, etc, were allowed to be imported, 
it was possible to cut down the period t)f -setting up the plant to 3l 
years to 41 years time. 

2,27. Asked ~ the reasons for taking more than the normal lead 
time and delay in setting up of these projects with reference to their 
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own projections initially framed, and whether the cost over-run was 
caused by such delays, the Management informed the Committee 
that Mandhar Cement Project had taken a normal lead time of 48 
months and there was no cost over-run. Kurkunta Cement Project 
had taken more than the normal lead time (i.e., more than a year) 
and there was cost over-run due to late delivery of plant and machi-
nery and prolonged teething trouble. In case of Bokajan, the delay 
was due to transport bottlenecks, receipt of casting and power cut 
in manufacturer's workshop. In case of Paonta and Mandhar Ex-
pansicm, it was stated that the position could not be indicated at this 
stage. 

2.28. The CCI, however, stated that for monitoring purposes a 
cell had been set up and effective action for timely completion was 
being pursued vigorously. 

2.29. Asked to what extent the supply of indigenous plant and 
machinery contributed to the higher capital outlay or delay in com-
pletion of projects, the Management stated as under:-

"'fo our knowledge, imported machinery with customs duty 
and ocean freight by and large costs the same as compar-
ed to indigenous machinery. By importing certain long 
delivery items; there is likely to be saving in the time of 
completion of the project:' 

2.30. Explaining the reasons for delay in setting up the Cement 
plants in the past and the remedial steps taken for the future, the 
representative of the Ministry stated during evidence that there 
have been delays in the past due to lack of experience, but in future 
we will go on systematic basis. He added:-

"We are certainly trying to see that in future either these 
delays are eliminated or kept to the minimum by having 
at the plant level and at the Board level a monitoring 
organisation. Instead of delaying the sanction, right in 
the first year of the Fifth Plan. We should issue sanction. 
We felt that other things can be tided over. But there 
are certain critical components, critical machineries. 
These are long delivery items. If there is any delay in 
their delivery, then the whole project will not ('orne 
through. We have isolated these items and advance orders 
for the plants and equipments have been placed. 

We have worked out the detailed net work as to what will be 
the responsibility of the Manager of the Corporation and 
of the Government. We check it up quarterly so that 
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there may not be any slackness anywhere and if there is 
any we try to! attack that problem," 

2.31. Asked as to how the Ministry kept a watch (m the progress 
made in the setting up of the cement plants to ensure that there was 
no avoidable delay in the installation of the plants, the Ministry in 
a written note stated as under: 

"Quarterly reports about the project under construction and 
other periodical reports are being obtained from the 
Management. In addition to the expenditure, these re-
ports also indicate the physical progress achieved. The 
progress is discussed in various meetings with the officers 
of the Company and also in the Board meetings in which 
the representatives of the Government are present:' 

2.32 The Committee note that due to delay in setting up of cement 
plants by the Oorporation, there has been a substantial increase 
in the capital outlay. In the case of Mandhar, while Rccording to tbe 
feasibility report of March, '1966, the cost was as. 3.78 crores, in the 
Detailed Project Report of January, 1967, the cost was estimated at 
Rs. 4.65 crores i.e. an increase of as. 0.87 crore. Similarly, in the 
case of Kurkunta, the increase in cost was from Rs. 3.78 nores in 
March, 1966 to Ks. 4.69 crores in January, 1967 almost a crore of 
Rupees. In the case of Bokajan, the cost increase was from as. 8.32 
crores in January, 1968 to Rs. 11.26 crores in October, 1969. In t~e 
case of Paonia, the increase was from as. 6.08 crores in Au(tlst. 1168 
to Rs. 7.61 crores in February, 1970. 

2.33 The Committee underStand that a plant with indigeneu eas-
tings normally takes 41 to 5 years time for being set up after the 
approval of the Detailed Project Report and financial sanction. The 
time couM, however, be reduced only if certain critical puis and 
equipmellts are allowed to be imported. 

2.34. The Committee were informed that while the Mandhar 
plant had taken normal lead tbne of 48 months, in the case of 
Kurkunta, the I+d time was more than the DOrmal 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 cue of Paonta and 
Mandhar Expansion, it was stated that the position eould not be 
indicated at this stage. Lack of experience was also stated to be all 
one of the reasons for the delay. The Committee were asslJred that 
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the delays in futUl'e will be eliminated or kept to the mInImum 
through a .m.nitoring organisation. The Committee were al!!o in-
formed that advance action has been taken to procure critical equip-
ments, components and machinery which are long delivery items 
in respect of new projects and a system of PERT has already hf'en 
introduced to work out the responsibility of the Corporetion and 
that of the I Government. 

2.35. The Committee feel that it shOUld be possible for Govern-
men'tjCorporation to reduce the lead time for setting qp the plant 
after approval of the DPR and financial sanction by pl'QJ)er plann-
ing procurement of equipment and adherence to schedules which 
should be monitored through a system Of PERT / critical path and 
other management techniques. The Committee would also like Gov-
ernmen't to investigate the causes for the abnormal increase in the 
lead time in regard to Ku:rkunta and Bokajan plant!! so that suitable 
action to arrest the delays is taken. The Committee recommend 
that Governmen't should draw lessons from their experience so that 
they may guard against such delays in the future plants being set-up. 
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2.37. It will be seen from the above that the deficit in Northern 
zone has been the highest in. the past. 

2.38. Although the need to put up cement factories in the deficit 
areas was considered to be urgent in July, 1967, no plant in the deficit 
areas has come up so far Bokajan (Eastern Region) and Paonta 
(Northern Region) projects are still under erection/construction. 

2.39. In this connection the Planning Commission at their meet-
ing held on 26th October, 1968 emphasised the need for setting up 
cement plants in deficit areas as follows:-

"Irrespective of the final targets that might be decided, there 
would be areas in which for obviouk reasons, the private 
sector would not be forthcoming to set up cement projects. 
In particular there was need for setting up cement pro-
jects in the northern region for meeting the requirements 
of Punjab, Himachal Pradesh and Jammu and Kashmir 
and in the eastern regio,n for meeting the reqUirements 
of Assam and neighbouring areas. 'rhe Planning Com-
mission would therefore consider that the establishment 
of cement plants to meet these deficits in such regions 
would be appropriate." 

2.40. Asked about the difficulties in setting up capacity in the 
deficit areas and steps being taken to solve those difficulties, the 
Management stated in a written reply that 'by and large' in the 
nQI'thern and eastern deficit areas, there are not many known favour-
able States where cement plants could be set up. Therefore a pro-
posal has been made to revive Limestone Investigation Division to 
locate potential sites positively in deficit northern and eastern 
regions to be taken up in Sixth and subsequent plants. 

2.41. In this connection, the representative of the Ministry stated 
during evidence as under:-

!: 

Limestone deposits are not uniform. Therefore, certain areas 
have become deficit because rich limestone deposits are 
not there. We have to tackle this problem in various 
ways. It so happens that steel plants are located in those 
areas. Slag C<¥lles out of the steel plants. If it granu-
lated, that can be mixed with clinker. Our anxiety now 
il' that in these deficit areas whel'e the slag is available 
from the steel plants, that must be granulated and mixed 
with the clinker in the ratio of 50 : 50. That is one line 
of approach which we are adopting in order to tal!kle this 
problem of deficit. For Aklatara project, we want to 
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utilise Rourkela slag. Bhilai slag is being used for 
Mandhar Expansion. We can meet the demand by utilis-
ing slag." 

2.42. The witness further stated that the eastern and northern 
zones had been perpetually deficit for the last 15 years and western 
and sourthern zones had been perpetually surplus. It was in the 
deficit areas that they wanted to encourage slag utilisation. 

2.43 The Committee are informed that the Northern and Eastern 
Regions 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 n()t 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 even as 
early as July, 1967 no plants in the deficit. area have come up so far. 
Ookajan in the eastern region and Paonta in the northern region are 
still under erection/ construction. 

2.44. The Committee regret to observe the absence of an advance 
action in the matter of planning project in the deficit areas, where 
necessary, by linking these with the slag from the steel plants. 'l'h .. 
Committee also feel that 'the Limestone Investigation Division should 
have been utilised much earlier to locate Limestone deposits in these 
regions. 

The Committee expect that a't least now Government should view 
this with concern and take immediate and definite steps to set up 
cement capacit:'es ill the deficit areas of northern and eastern regions. 

2.45 The Committee also note that the western region is also be-
coming deficit and according to the projections of the Fifth Plan, 
the deficit would 1te of the order of 1 million tonnes by 1978-79, 1.3 
million tonnes in 1979-80 and 1.8 million tonnes by 1180-81. The 
Committee recommend that Corporation should lose no time to take 
advance action for locating the area! and setting up tbe capacities in 
'the western region also so that it may not face the dille situation as 
in the northern and in the eastern regions. 

D. Setting up of Plants of Higher Capacity 

2.46. OnE' of the objectives mentioned in the Ministry's letter of 
4th May. INl5 was that the Corporation should take steps to set up 
two very large cement plants, each of approximately one millio'l 
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tonnes per annum capacity. Locations for t~se pl~ts were to be 
-blvestipted inte,. alia in Ja'gdalpur in Bastar area and Kothangun-
dam area. The Corporation has not so far set up a plant of one 
million tones capacity either at the sites mentioned in the Ministry's 
letter or any other site. 

2..17. In this conection, the M~agement stated (March, 1974), as 
iollows:-

(i) "Since the setting up of one million tonnes plant would 
have required higher quantum of foreign exchange or 
otherwise' perhaps the entire plant would have to be im-
ported, the Corporation decided to go for setting up num-
ber of standard plants of 600 tonnes per day capacity." 

(i.i) "The main constraints for setting up cement plants of 
higher capacity are indigenous production of larger cast-
ings and transpo,rt of O.D.C. components:" 

2.48. During evidence, the Chairman and Managing Director in-
fonned the Committee that the present standard size of the Plant 
was 1,200 tonnes per day capacity as against 600 tonnes in the past. 
In foreign countries it was 3,000-4,000 tonnes, minimum was 2,000 
tonnes. 

He stated, 'In India, we have constraints, particularly the railway 
lines cannot take over-size dimensioned parts from the manufactur-
ers workshops to the factory site. At present it is severally restrict-
oed to 1.200 tonnes in India. If the railways are in a position to trans-
port much bigger sized machinery, this may go up'. 

2.49. In a subsequent written reply, the Management stated as 
under:-

"Earlier in order to develop indigenous capacity of production 
of cement plant, 600 to,nnes per day plants were standard-
ised. Recently it has been decided by CCI to establish 
cement plants of 1,200 tonnes per day capacity (which 
would mean 4 lakh tonnes capacity per year and all the 
proposal of 5th Five Yea.r Plan period are based on 1,200 
tonnes per day capacity. Government of India has set up 
a panel under NCST programme to evaluate the p<\SSi-
bility of setting up cement plants of 2,000 TPD capacity 
and to that extent to develop the facilities of technical 
know-how in the country to manufacture such plants and 
also to study indigenous production like larger castings, 
larger eear boxes and also transport problems of ODC 
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components connected with 2,000 tonnes PD capacity 
plant. eel is playing an important role in this develop-
ment. The report of the peST is awaited." 

2.50. In this connection, the Add!. Secretary of the Ministry stat-
ed during evidence as under:-

"In foreign countries, large size Plants are being set up for 
economic reasons. One of the thoughts was to investi-
gate the possibility of setting up such plants here. One 
of the problems here is that we do, not have the transpor-
tation capacity to carry such very large and heavy size 
plant and equipment to the site. One of the limitations 
is technology, but even that can be got over. Somebody 
can say that we can import the equipment. But the pro-
blem would be that it wOtUld not be possible to transport 
the same to the site. These are some of the practical pro-
blerrut for which it has not been possible to go in for one 
million tonnes capacity by this point of time." 

2.51. Tht' representative 01. the Ministry. informed that one plant 
had been established with 1,500 tones per day in the private sector. 
He, however, stated that the Cement Research Institute was carrying 
-out research whether 'we can go upto 2,000 tonnes per day.' 

2.52. The Committee note that the Government had issued a 
tiirective in 1965 that the Corporation should take steps to set up two 
ve'ry large cement plants each of one mUlion tonne capacity per an-
num. They were informed that there were certain pradical difficul-
ties in the setting up of such large size plants end in view of tlles" 
difficulties the Corporation decided to go in for setting up a number 
of standard size plants of smaller capacity • The ComlJllttee are 
surprised to note that the Government chose to issue a directive 
which turned out to be impractirable and which had to be mn,fifled 
later on in view of certain constraints of which Govt. ought to have 
been aware at the time of issuing the directive. 

2.53. The Committee were informed that, as against the maximum 
capacity of 1200 tonnes per clay designed so far by the CCI f'lr its 
plants, a p'lant in a private sector has alr~dy been elttablished 
with a capacity of 1500 tonnes per day. They would like the CCJ 
to study as to how the private sector plant of such a high capacity 
could be set np in die bet of COIUItraiat. wlUela ale atated to have 
been standing in the way of CCI ,oing in for plaDts of a capacity 
higher than lZ:Nl tOJlDes per day and draw le!lsonl therefrom. 

2.54 Cement j'ndustry being one of the oldest industries, thf! Cnm. 
mittee feel that Govemment should have standardised tlieir cement 
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plants according to economy of seale and utilised the capacity avail-
able in the country for machinery manufadure to produce equip-
ment required for cement plant in the public sector. In this cou-
text, Government should have also examined the feasibility of uti-
lising the unutilised capacity of MAMC, HMT and BEC for the mae 
nufadure of cement plants. 

2.55. The Committee find that the Government have already sct 
up a panel under NCST programme to evah~ate the possibility of 
setting up of cement plants of 2000 tonnes per day capacity and to 
that extent to develop the facilities of technical know.how in the 
country to manufadure such plants and also to undertake feasibility 
study of indigenous production like larger castings, larger gear boxes 
and also transport problems of ODC 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 of 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 standardising the capacities of the plants and machinery re-
quired therefor. 

E. Fifth Five Year Plan Projects 
2.56. In the 5th Five Year Plan proposals submitted to Govern-

ment in April, 1973, the Corporation included the following projects 
involving an estimated outlay of Rs. 136.60 crores. 

Name of the Project Capacity envisaged 

I. Akliitara (M.P.). 6 lakh tonnes 

2. BaTUwela (U.P.) 4 " 
3· Yerraguntla (A.P.) 4 ,. 

4· Necmuch (M.P.) 4 " 
s· Tllndur (A.P.) 4 .. 
6. Adilabad (A..P.) 4 " 
7· Kurkuntll Bxpansion (Kllrnltak) 4 " " 
II. Klvarli (Raiasthan) 4 " 

TOTAL: 34 " " 
2.57.-The Management stated (November, 1973) a8 follows:-

"The task Force set up by Government of India identified that 
12 million tOtllnes of cement capacity is to be added in 
the 5th Plan period. As a sequel to this, in May. 1971\ after 
discussion with Ministry of Industrial Development and 
Planning Commission, an exercise was made on bringing 
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,up projects under crash programme during . li'ifth Plan 
period. According to the revised proposal (i) CCI is to 
put up 6 new projects, viz., Akaltara, Yerraguntla, 
~Jeemuch, Tandur, Adilabad and Kurkuntn Expansion 
with a total capacity of 26 lakh tonnes at an estimated 
cost of Rs. 97.96 crores, (ii) eel will complete three pro· 
jects presently under implementation by 1975-76 anding 
to the existing capacity by 5.8 lakh tonnes." 

2.68. Thus the total capacity set up and to be set by the COl'-
poration up to the end of 5th Five Year Plan will be 35.8 lakh tonnes 
8S per de,tails given below:-

PrO;IC! Capacity 

M'lndhu a lakhllonnes 
} Already set up. 

Kurkunta a " 
Boltmjan (Assam) a .. ., 1 Ur.der implemer tll-

tior. 

Paonta(H.P.) • a .. J 
M'1ndhar Bxpansion • 1.8 .. 
Akaltara . 6" 1 

I 
Yerraguntla 4 " " I 
Neem'Jch 4 " r Proposed to be:- set up 

Tandur 4 " 
I In VTH PliUl perinI .. , 

Adilaba.:l 4 " " 
, , 

Kurkunta Bxpansion 4" .. ) 

TOT.\!. 35'8 

2.59. The date of completion of each of the projects which the 
Corporation had proposed to be set up during the Fifth Five Year 
Plan period is stated as under:-

Project 

1. AItal tara 
a. Yerraguntla 
3. Neemuch 
4. Tandur 
$. Adilabad 
6. Kurhanta Expansion 

c 

Date of completion 

May, 1978 
Jan., 1979 
Sept., 1978 
Not Itrown 
Not known. 

2.60. A3 regards the prOBI'e&s made in the implementation of 
those projects and whether any shortfall in the capacity in the Fifth 
Plan was anticipated, the Management informed in a written reply 
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that out of six projects listed, the project estimates for Tandnr,. 
Yerraguntla, Akaltara and Adilabad had been approved by the Gov-
I!rnment. The project estimates for Neemuch was under considera-
tion of the Government. 

2.61. As regards expansion 01. the Kurkunta project, it was stated 
that there had been continuous power cut in the Karnataka State' 
and the production of the Kurkunta factory had been affected by 
this power cut. In view of the assessment of the Central Water and' 
Power Commission that this power cut was likely to continue dur-
ing the 5th Five Year Plan period in the Karnataka State, the Board: 
of Directors of the Company had decided that the preparation of the 
Detailed Project Report need not he taken up for the present. 

2.~2. As against 4 project estimates approved by the Government 
and the 5th pending consideration with the Government, the Cor-
poration had placed orders f~ main plant and machinery for 3 pro-
jects. In view of the financial stringency and tight funds' position,. 
the Government decided that orders may be placed for 3 plants .. 
The question of placing orders for the other 2 projects was under 
consideration in consultation with the Ministry of Finance. It was; 
further stated that action will be taken to, set up this capacity dur-
ing the Fifth Plan period. But it was likely that actual production' 
in some units may commence towards the end of the Fifth Plan or 
the beginning of th~ Sixth Plan. 

2.63. The demand projections for the requirements of cement 
during Fifth Plan period, zone-wise, are given in Appendix 1. 

2.04. The representative of the Ministry informed the Committee' 
during evidence that although the Fifth Plan had just started, right 
in the first year, Government had sanctioned all the five projects 
sent by th~ Corporation except one (in respect of which only the 
formalitles remained) and advance orders for eqUipment had also 
been plnced for three projects. 

2.65. The Committee note that the Task Foree set up by tbe Gov-
ernment of India identified that 12 million tonnes of cement capa-
city was to be added in 'the Fifth Plan period. As a sequal to this 
in May, 1973 after the discussion with the Ministry of Industrial 
Development aDd PIaDnini Commission, IlJl exercise was made o. 
bringine up projects under crash programme during the Fifth Five 
Year Plan. According to the revised proposal, the Corporation is 
to put up six Dew projects--Akaltara, Yarrquntala, Neemuch, Tan-
dur, Adiliabad and Kurkunta Expansion with a total capacity of 26 
luhs tonnes at an est!'mated cost of Bs. 98 crores. Thus, thf" total 
capacity set up and to be set up by the Corporation at the end of 
the Fif~ Plan will be 35.8 lakhs tonnes. Of those, projeet estimates 
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of f.our plants. (viz. Tandur, YerranlUDtla, Akaltara and AdUIlbad,. 
have already been approved and those of Neemueh are under the: 
consideration of the Government. The preparation of detailed pro-
ject report in respect of the sixth plant (viz. Kurkunta Expansion) 
has not been taken for the present in view of the power shorta,e 
in Karnataka State whieh is considered likely to continue durin~ 
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 vi9bility of the projects had been 
examined by Government. 

The Committee feel that, on the assumption of power .. hortas:c in 
Karnataka State, the postponement of Kurkunta expansion project 
is unfortunate. They would like the Corporation/Government t~ 
take up the question of supply of power for their Kurkunta expan-
sion project with the State Government at a high level with a view 
to finding out a soh.Hon thereto aiid go ahead with the Kurkunta 
expansIon programme. 

2.66. The Committee expect that the estimates in respect of tbe 
:;lxth project Kurkunta expansion would also be approved by Gov-
ernment soon and be available for operation before the proje~t is 
taken up for implementation. The postponement of Kurkunta Expan-
sion Project will h'lve the effect of scaling down the targets set for 
the Fifth Plan. Th'! Committee recommend that this should he 
avoided to prevent the gap between the demand and supply of cement 
becoming wider to the detriment of construction activity. 

2.67. The Committee note that while the dates of completion have 
been proposed only in the case of three of the Five plants, the dates 
in respect of Tandur and Adilabad have not yet been indicated. The 
Committee are not rlear as to why the target dates for the comple-· 
tion of these two projects have not been finalised especially as pro-
ject have not been framed, especially as project estimates for these 
projects have already been approved by Government. The Com-
mittee expect that the Government/Corpora6on should work 
out the realistic target dates for the completion of the 
projects and ensure that these dates are adhered to so that the tar-
gets set for the 5th Plan may be realUed. The Committee also note 
that, out of the five projects which have been approved, the Corpo-
ration hed placed orders for the main plant and macbinery for 
tbree projects and the question of plaeinc orders for the remaining 
two is stated to be under eonsideration in cODSL'.ltation with the 
Minist~y of Finance. The Committee recommend that the progress 
In respect of the supplies of the machinery for these projects sbould 
be monitored to ensure that there is no slippage in the St"hednle of 
supplies resulting in delay in 'the completion of the projects. 



III 
SURVEY, PROSPECTING AND PROVING OF CEMENT 

GRADE LIMESTONE DEPOSITS 
A. Lime-stone Investigation Division 

3.1. !<'or achieving the target of 5 million tonnes capacity by 1970-
'71, the Corporation assesssed in March, 1965 that it should have at 
least 12 manufacturing plants of 0.2 to 0.,1 million tonnes capacity 
each and two plants of a million tonnes ~ach. Since the task was 
huge and was to be achieved within a short period, it was decided 
(April, 1965) to invoke the assistance of the Associated Cement 
Companies, the Geo.logical Survey of India and the Indian Bur~au 
of Mines for proving of lime-stone deposits in addition to setting up 
a Lime-stone Investigation Division within the. organisation. 

3.2. While negotiations were started with the Associated Cement 
,Companies and the Geological Survey of India in June-July, 1965. 
the Limestone Investigation Division (LID), of the Corporation was 
.set up in April, 1965 by taking over the Lime-stone Investigation 
Division of the Hindustan Steel Limited, which had 12 drills and 
connected accessories and 135 personnel. As these were not con-
-side red adequate, it was decided in July, 1965 to add 6 more drills 
along with the complementary staff so that investigations could be 
,carried out simultaneously at 6 sites. Accordingly, 6 drills and other 
equipment costing Rs. 6.89 lakhs were bQught bet.ween October, 
1065 and April, 1966. By February, 1966 investigations had heen 
started at 6 different sites in addition Geological Survey of India 
had been entrusted with the job of investigation of lime-stone de-
posits at Paonta. After some preliminary work had been done at 
'Chlttorgarh and Kotah by ACC it was decided not to entrust any 
maJor investigation work to the ACC. No work was finally entrust-
ed to the Indian Bureau of Mines. 

3.3. In view of the d~licencing of cement industry with effect 
from May, 1966 and other related developments the Corporation 
decided (.Tuly, 1966) tQ reduce the site investigation work from 6 
sites to 3 sites at a time after March, 1967, by which date the lime-
stone investigation programme for the Fourth Five Year Plan had 
been nearly completed. In November, 1967, the scope of the Lime-
stone Investigation Division was again reviewed by the Board of 
Dirt'ctors. By this time. the Corporation had prospected for cement 
grade lime-stone at 12 sites (including 46.33 million tonne:> at one 
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site investigated by the G.S.I.) and the invesigation work at 3 other 
sites was on hand .. As a result of the investigation of 12 sites, a 
total reserv~ of 1,074.33 million tonne'> (898.33 millio.n tonnes 
'proved reserve' and 176 million tonnes indicated reserve), was es-
tablished. 

3.4. The Board felt that Corporation had done sufficient lime-
stone investigation for the projects it was likely to set up in the 
near future. As any further investigation in terms of the directives 
issued by Government under Article 144 of the Articles of Asso-
ciation was considered only in the larger interest of the cement in-
dustry and not connected with the needs of the Corporation, it in-
formed (December, 1967) the Ministry as follows:-

(i) With the tentative prOivision of Rs. :!5 crores (subsequent-
ly reduced to Rs. 23 crores) earmarked for the Company 
in Fourth Five Year Plan, the Company could at best set 
up 5 or 6 plants capable of producing one million tonnes 
of cement. To enable setting up these five plants, the 
Company would require proved deposits of about 75 mil-
lion tonnes of lime-stone. As against this, deposits of 
898.33 million tonnes already proved by the Company were 
far in excess of the requirement. 

(ii) The prospecting and proving of the resources of lime-
stone was done in pursuance of Government's directivPR of 
4th May, 1965 and also because the Company was given 
to understand that the pmspecting of lime-!;tone should 
be not only fOif its own u~t.: but al~f) for putting the know-
ledge thus gained to commerCial use by placing it at the 
disposal of private RectOl". The Company, therefcre, 
wanted a directive from the Government as to whether 
to continue further lime-stone investigation and whether 
Government would be prep.1l"cd to subsidise the expendi-
ture on such investigation. 

3.5. In .January, 1968, Government directed the Corporation to 
maintain a skelton Investigation Division capable of conducting in-
vestigation at the rate one site a year. When this decision was 
received, the C<¥,poration had already c')mpleted investigation of ]2 
sites (including one site investigated by aSI) and investigations at 
these locations were completed in April. 1968, June 1968, and July, 
196:) resPE'Ctively. 

3.6. After the receipt of Government direction of January, 19fi!l, 
ol'.ly one fiite (Malliar in Madhya Pradesh) was selected by the Cor-
poration tor detailed prospecting in January, 11168. The prospecting 
754 L.S.-4. 
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work at this site was co,mmenced on :?lst ~ov€mber, 1972 and 
ab~ndon('d on 7th February, 1973 after incurrin,1 an expenditure of 
Rs. 11 ,747 (excluding depreciation and Head Office over-heads), as 
the investigation indicated a high quantity of over-burden and low 
percentage of lime. 

3.7. Appendix II incorporates thl! detai]5 of th(' sites investigated, 
QUantlty of lime-stone proved and indicated ano the expenditure 
incurred in respect of each site investigated by the Cnrporation (in-
cluding onc site investigated by the GeologkDl Survey of India). 

3.:1. The Management informer! th.~ Committee that by 31st 
March, 1969 the Limestone Investigation Division which had a 
strength of 52 persons, was in the proeess of being wound up. At 
that time there was only one site under invest' gation and the staff 
w~king in this division was red'lced by absorbing them in the head-
quarters and in the plants of the Corp()ration. As such there was 
no limestone investigation division at t.he enrl of :nst March, 1970 
or later. 

Utilisation of the proved reserves of lime-stone 

3.9. Out of 14 sites investigated and proved for its own projects, 
the Corporation has already set up plants at 2 sites (Mandhar in 
Madhya Pradesh) and Kurukunta in Karnatak State). The cons-
truction work on 2 other sites (Paonta in Himachal Pradesh and 
Bokajan in Assam) is in progress. Setting up of 8 projects at the 
following sites had been pro,posed to Government in April, 1973:·-

(1) Akaltara (Madhya Pradesh) 
(:!) Baruwala (Dehradun) 
(3) Yerranguntla (Andhra Pradesh) 
(4) Neemuch (Madhya Pradesh) 
(5) Tandur (Andhra Pradesh) 
(6) Adilabad (Andhra Pradesh) 
(7) Kurkunta Expansion "(Karnatak) 
(8) Kivarli (Rajasthan). 

3.10. Out of the above referred 8 projects, only 6 projects ref-
erred to at 51. Nos. 1 and 3 to 7 have been included under crash 
programme envisaged in the Fifth Plan. While Akaltara (Madhya 
Fradesh) Project is linked with the lime -stone deposits investigated 
by the Hindustan Steel Limited, the remaining 4 projects (exclud-
ing Kurkunta expansion) wo,uld utilise the reserves proved at 4 
sites (t,:z., Yerraguntla, Neemuch, Tandur and Adilabad) referred 
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to in Arpendix II thereby leaving 6 pro.ved sites,viz., Alampur, 
Baruwala Jagdalpur; Gokak, Katni and Chittorgarh, un-exploited. 
Out of 14 proved sites (excluding the site investigated for a private 
party) referred to in Appendix 11 mining leases had been secured in 
respect of 10 sites. For the remaining 4 sites (viz., Katni, Gokak, 
Alampur and Chittorgarh), prospecting licences had either not been 
taken or not been renewed. 

3.11. As to the reaso,ns for taking up the investigation at the 6 
proved sites, viz., Alampur, Baruwala, Jagdalpur, Gokak, Katn! and 
Chittorgarh which would remaIn unexploited during Fifth Plan the 
Management stated in a note that before the Corporation took up 
these sites they had not been proved for exploitation of lime-stone 
for cement manufacture. It was stated that these sites were not 
being taken up for setting up cement plants, for the present, due to 
some inherent difficulties. 

3.12. As regards setting up cement plants at Katni. Gokak, Alam-
pur and Chittorgarh sites in regard to which prospecting licences 
had either not been taken cr not been renewed, the Management 
informed itS follows:-

"Action has been taken to obtain mining leases in respect of 
Alampur and Chittorgarh. No action has been taken on 
Katni site because of quality pt\)blems besides the possi-
bility of inundation of thE' limc-stone deposit itself by the 
proposed dam acrosf, Son river. Gokak site is situated 
in Kamatak in South. where there is power shortage in 
addition to the site itself being situ Cited at a longer dist· 
ance from rail-head, because of which the site has not 
been considered," 

3.13. When asked whether it would not be feasible and econo-
mical 'propositio.n to utilise the existing proved reserves which were 
stated to be far in excess of the COlpoflltion's requirement instead 
of going in for investigation at other sites, the Management stated 
as under:-

"Of the 12 sites proved by the CCI, the Corporation had pro-
posed to put up cement plants at eight sites. The Corpo-
ration has not been able to put up cement plants at other 
s:ites for one or the other reasons of transport bottlenecks, 
transport facilities. lack of infrastructure facilities quality 
of lime-stone railway clearance, distance from rail head, 
(.tc. Hence, LID i., being rcvi\'t!li t 1 1.)(',. tc su:table sitE'S 
to be taken up for project implementation in Sixth and 



subsf'quent plans syecialJy in nortil(:l"1l ilnd eastern deficit 
areRs." 

B. Revival of Limestone Investigation Division 

3.14. In November, 1973, Ministry of Industrial Development 
approved the proposal of the Corporation for the revival of the 
Limestone Investigation Division. It was further stated by the 
Ministry that the question of reimbursing the unremunerative ex-
penditure of the past and in the future on the limestone investiga-
tion was separately under consideration. 

3.15. As regards the need for revival of Limestone Investigation 
Division, the Management stated (March, 1974) as follows:-

"The revival of Limestone Investigation Division is mainly 
for carrying out the prospecting operations for thp. Com-
pany, both in projects under construction and for new 
projects to be taken up in VI and subsequent Plans, 
particularly in the deficit areas. The Corporation may 
also take up work for private agencies on payment basis 
or undertake exploration work abroad." 

3.16. The Corporation had already prospected and ~stabJLherl 
cement grade limestone reserves in respect of the projects under 
construction and those included in and approved for exerutiOH 
during Fifth Plan period. No prOjections had been made by the 
Corporation so far regarding the prospecting to be done fo!' the pro-
jects to be taken up in the VI and subsequent plans, particularly 
in deficit areas. 

3.17. In this connection. the Ministry stated (.June, 19'(4) as 
follows:-

"Aspects relating to the prospecting to be done for the pro-
jects to be taken up in the VI and subsequent plans and 
the size of the Limestone Investigation Division. Consi-
dered necessary for meeting the requirements Ilrp. under 
consideration and there will be decided before actual re-
vival of the LID." 

3.18. When asked to state the considerations which weighed with 
the Management in asking for the revival of the Limestone Investi-
gation Division, the Management informed the Committee in a writ. 
ten reply as under:-

"In consideration that there are not many known limes'one 
deposits in the country which could be exploited in tht' 
VI Five Year Plan, particularly in the deficit northern 
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a~d. ~astern regions, it was felt necessary to revive the 
DIVIsIon for Survey, prospecting and proving of Cf>mellt-
grade limestone deposits for the reasons enumerated 
below:-

"The anticipated demand of cement by the end of V Five 
Year Plan period was 28.0 million tonnes. CCI has 
already prepared feasibility/project reports for a num-
ber of sites for the total capacity of 3.5 million lonnes, 
based on the exploratory work done by the LID from 
1965-68. By and large these sites fall in southern and 
central region. The demand/capacity for cement in the 
VI Five Year Plan has not been assessed. However, 
the capacity growth would not be less than that of V 
Plan for a self generating economy. In order to meet 
the requirement by the VI Five Yea,r Plan, sufficient 
plants of 0.4 million tonnes capacity each are rt:quired 
to be set up. 

At present there is n~ known organised agency which can 
undertake the work of survey, prospecting and proving 
of lime-stone for cement industry. Therefore, it is 
essential that for the healthy development of cement 
Industry, LID has to be revived particularly t.o exploit 
cement-grade lime-stone in the north and eastern deficit 
regions. It is obvious, to locate 10-12 suitable sites for 
setting up of cement plants, exploration work hal; to be 
undertaken in at least 15 sites because all the site~ may 
not prove successful. It is also emphasised that it 
would take approximately one year to organise a team 
and send to the site for investigation as this much time 
would be required for selection sites, preliminary in-
vestigation and obtaining minera.l concessions, etc." 

The Management has stated in a written reply the revival 01 
L.I.D. is under active consideration. 

3.19. When asked about the necessity of having such a huge LID. 
in the Corporation when there were other institutions and organisa-
tions like Geological Survey of India, State Government Dl'part-
ment of Mining, etc., who were also working in the field of survey 
and investigation and whether the LID was really doing any good 
service to the Corporation or to the country as a whole, the Cll-'1lr-
man and Managing Director of the Corporation stated during e"t. 
dence as under:-

"I would like to submit that the Geological Survey dn not 
normally give detailed indication of the availability of 
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the various raw materials throughout the country. They 
normally do not carry on a detailed investigation about 
the total quantum or availability, quality and other chara-
cteristics of the limestone. Before investing huge fund~, 
we m:'lst have all these basis data..... "'" h 

Normally. any cement factory must have a limestone investi-
gation department or a geological department for the 
survey of limestone. Every cement Company has got a 
big Or small cell for this purpose. There are about 52 
cement factories, most of which have got such It limcston(> 
investigation division, according to the requiremr.nts of 
investigation of limestone for themselves. Every cement 
company must do it on its own or it must engage a team 
of consultants to do. it. The ACC for instance has got its 
own cell, and most of others have got their cell heaned by 
a geologist." 

3.20. Asked if this job could not be done by the consultants, the 
witness stated:-

"If it is a temporary thing, we can get it done through them, 
for instance, if it happens, say, once in five years Or so. 
But this a regular process. 

Now, we have to investigate limestone not only for the new 
plants but also for the expansion of the existing plants, 
especially the Kurkunta and Mandhar Plants. We have 
to investigate whether there are sufficient quantities of 
limestone deposits of good quality not only to meet the 
immediate requirements of the existing plants, but for 
the next fifty years as well. Also the deposits are under-
ground and the quality of it may sometimes vary from 
place to place, and that requires constant investigation. 
So, for this purpose, every cement company must have a 
small cell for the geological survey. Of course, in some 
places it may be a bigger department and in some fact01'ies 
it may be piece-meal. The expenditure incurred on this 
limestone investigation is very much less when compared 
to the total expenditure on a cement factory." 

3.21. Replying to a question whether various aspects relating ~o 
the prospecting to be done for the projects to be taken up in the 
Sixth and subsequent plans and the size of the L.I.D., had been con-
sidered and if not what was the justification for reviving it at t~is 
stage. the representative of the Ministry stated during p.vidl"n('e as 
under:-
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"At present, we are just thinking in terms of cement demand 

in the. Si.xth Plan and in which region we should go in for 
establIshlng cement plants so that transportation costR are 
reduced. These broad projections are there but no loca-
tion for Sixth plan has been finalised as yet. CCI ic; alsl") 
in touch with the aSI and with other corporations. They 
will put up a detailed paper. Even the Corporation itseif 
has not considered a paper so far. 

For the projects that have to be taken up in the Sixth P.lall, 
unless we pick up enough sites for investigation, there will 
be a problem. We will have to go into a number of alter-
natives so that we can pick and choose the more economic 
of them." 

3.22. In reply to another question whether the expenditure incur-
red by the Corporation on the sites that had not been taken lip or 
that had been abandoned as a result of dismantling the LID., had 
been re-imbursed to the Corporation, the witness stated that out of 
the total expenditure of Rs. 61 or 62 lakhs which was incurred by 
the CCI on limestone investigation, quite a substantial portion had 
already been capitalised by charging to projects which had been 
slnctioned. There was an amount of Rs. 23.16 lakhs only till date 
which had not yet been capitalised. Consultation with the Finance 
Ministry as to how to treat this expenditure of Rs. 23.16 lakhs was 
going on and their decision was awaited. 

3.23. When asked whether the activities of the revived L.r.D. 
would be confined only to the needs of the Corporation or it would 
cater to the needs of the entire cement industry, the Corporation in-
formed the Committee in a written reply that the revived L.1.D. 
would be manned in such a manner to be suffici.ent to meet tht' 
demands of the Corporation only. However, if the services were 
required for any party or any public sector undertaking, thp Cor-
poration would take up the work on payment basis if the Corpora-
tion's own priorities could be readjusted without affecting thp work 
load on hand for the time being. 

3.24. The Committee note that the Limestone Investigation Divi-
sion (LID) of the Corporation was set up in April, 1965 by taking' 
over the Umestone Investigation Division of the Hindustan Steel 
Limited to carry out investigations at 6 sites simultaneously. III 
view of the delieeacing of eement industry in 1966, the CorporAtifln 
dedded to reduee the site investigation work from 6 sites to :I sites 
at a time after March, 1967 by which time the limestone investiga-
tion propatnme for the Fourth Five Year Plan had been nearly 
completed. By November, 1967, the Corporation had prospected for 
cement gnu limestone at 12 sites (including one site investi~ted 
by the Geolocieal Survey of India) and the investigation work lilt :I 
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other sites was on hand. As a result of investigation of 12 sii~s, a 
total reserve of 1074.33 million tonnes (898.33 million tonnes proved 
reserve' and 176 million tonnes indicated reserve) was estab1ish~d. 
As the Corporation could at best set up 5 or 6 plants capable of pro-
ducing one million tonnes of cement during Fourth Five Year Plan 
with the funds placed at its disposal, for which the company would 
rllql~re proved deposits of about 75 million tonnes of limestone as 
against proved deposits of 898.33 million tonnes already investigat-
ed, Government directed the Corporation in January 1968 to main· 
tain a skeleton. Investigation Division capable of conducting in-
vestigatl'on at the rate of one site a year. The investigation of the 
3 sites already in hand was completed by July, 1969 and the IJimt'-
stone Investigation Division was wound up by '31st March, 1970. 
The Committee note that a.ftet' the direction of Government was 
received in January, 1968, the Corporation selected only one 'iite in 
Madhya Pradesh for detailed prospecting in July, 1968. The Com· 
mittee regret to note that after incurring an expenditure of 
Rs. 11747, the pI'Ospective work done on. this site was abandoned 
in February, 1973 because of heavy over-burden and low percentage 
of lime. In November, 1973, the Ministry of Industrial Develop-
ment approved the proposal of the Corporation for the revival of 
the L.I.D. 

325. The Committee were informed that of the 14 sites proved 
by the CCI, cement plants were set up or are proposed to be s~t up 
at 8 sites and the remaining 6 sites (Alampur, Baruwala, Jagdalpnr, 
Gokak, Katni and Chittorgarh) on which a total expenditure of 
a.... 34..66 lakhs had been incurred are not suitable for setting up 
cement plants due to certain inherent difficulties, such as transport 
difficltJties, lack of infrastructure, quality of limestone, distAnce 
from railhead, etc. It was therefore necessary to revive the LID as 
there were not many lbnestone deposits in the country which could 
be exploited in the Sixth Five Year Plan and subsequently, pa"ti-
cularly in the deficit Northern and Eastern Regions. 

3.26. The Committee cannot understand why the so-called 'in-
herent difficulties' which are now stated to be standing in the way 
of setting up cement plants at these 6 sites could not be visualised 
before starting investigaUon work there. They would like the Gov-
ernment to look into the so-called 'inherent cWliculties' and in· 
dependently 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 investlPtion with view to fixing responsibility. 
They would also like the Corporation to make sure before taking 
up any new site for limestone investigation work, that the facilities 
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and infrastructure necessary for setting up a cement plant at that 
site are available or will definitely become available in due course 
at that site if ultimately adequate deposits of limestone 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. 

3.27. The Committee also note that besides Limestone Investira-
tion Division, Geological Survey of India and Mineral De-
velopment Corporation are also working in the field of sur-
vey and investigation of limestone deposits. They were in-
formed that the Geological Survey of India do not normally livf' 
detailed indication of the availability of the various raw .. atcrial~ 
througbout the country and it does not normally carry out detRUed 
investigation about the total quantum or availability, quality and 
other characteristics of the limestone and because of these limita· 
tions of the Geological Survey of India, it was considered neCe88ftry 
to have a s'eparate Limestone Investigation Division of the Corporlll-
tion. The Corporation also thonght it necessary to have a sepRratt" 
Umestone Investigation Division as each cement factory shou1rt and 
does have su~h a division, 1Mg or small, and as it has to inve~tigRte 
sufficient quantities of limestone deposits not only to meet its im-
mediate needs of the existing plants but also for the next 50 years. 
The Committee are not quite convinced of the reasons advan('ed in 
support of a separate Limestone Investigation Division. They wou1d 
like the Government to examine before reviving the Limestone in. 
vestigation Division of the Corporation whether the role of the 
already existing organisations (viz. Geological Survey of India 
and Mineral Development Corpol1lltions) cannot be suitably 
enlarged to cover the functions which the proposed 
Limestone Investigation Division of the Corporation is expected to 
perform or whether the working of aU these orraniaations cannot 
be integrated in the interest of e('onomy, coordinatioo and better 
results. While undertaking the proposed examination, Government 
shonld also keep in view tbe recommendation of the Estimates enm· 
mittee made in paragraph 4.24 of its Sixtieth Report (1973.7". 

3.28. The Committee note that in November, 1973 the Ministry 
approved the proposal of the Corporation for the revival of the 
Limestone Investigation Division. The Committee also note that 
the revival is mainly for carrying out prospectinr upenti... for 
the COl'poration both for projects under construction and fol' new 
projects to be taken up in the Sixth and subsequent P1IUl1', parti-
cularly in the deficit areas. The Corporation may also take up work 
fur private agencies on payment basis or undertake exploratinn 
work abroad. The Committee are, however, informed that the 
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Ministry are still thinking in terms of cement demand in the Sixth 
Plan and in which region the Government should go for establish. 
ing cement plants so that transport costs are reduced. Though the 
broad projections are there, no location for the Sixth Plan had bceon 
finalised. The Corporation is also sLated to be in touch with the 
G.S.I. and other Corporations. The Committee are surprised that 
how in the absence of any information about the demand in the 
Sixth Plan or about the location of the plants, the Ministry hlwe 
approved the proposal of the Corporation for the revival of the 
L.I.D. The Committee sUllest 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 utilist"d. 

C. Investigation of limestone deposits on behalf of private parties 

3.29. The Corporation conducted during May/June, 1967 lime-
s~one investigation at Nimbahara (Rajasthan) on behalf of a private 
party fOr a fee of Rs. 1.98 lakhs. 

3.30. One of the functions of the Corporation is to act as the 
store house of information on the cement grade limestone deposits 
in the country for the expansion of the capacity in the public as 
well as private sectors. It is seen that only one site had been pros-
pected by the Corporation for a private party so far. 

3.31. Asked how far the Corporation had been able to achieve 
the above objective and what were the reasons for which the private 
entrepreneurs were not availing of the services of the Corpuration 
in this regard, the Management stated as under:-

"Consequent on Government's directive to scale down p!:os-
pecting activities of the Corporation, the LID of the Cor-
poration was reduced to skeleton staff and equipment and 
with these only the Corporation's work with the running 
and envisaged projects could be attended to. However, 
with the proposed revival of LID, Corporation wouln be 
in a position to undertake work of private parties Side by 
side with its own work." 

3.32. Asked whether any plants in the private sector had bP.en 
set upon the basis of investigations done by the Corporation or .by 
the Bureau of Mining, GSI, the representative of the Corporat~on 
stated during evidence as follows:-

"We have not done much work for private parties. MIs. As-
sociated Cement Co., a private party. were doing this job. 
They had a Limestone Investigation Division. The prlvate 
parties have set up cement plants in very good arp.8S 
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where the limestone deposits were already known. Wl'Ien, 
we started there was not much known limestone dpposits 
and we had to proce~d keeping in view that 5 millio'} 
tonnes capacity had to be established by the Corporation. 

• • • • 
We are getting enquiries whether we can inve3tigate for them, 

so that they can set up cement plants." 

3.33. On being asked whether the Corporation had goL some con. 
tracts from private parties, the witness stated: 

"They have been asking our fees and we have been quoting Io!' 
the same. It has yet to be finalised .... We have worked 
for Nimbahara (J.K. Industries) Project. This has gone 
into production recently." 

3.34. One of the objectives of the Corporation was to make t.he 
information relating to lime-stone investigation available to thp. 
private sector industry also, for expansion purposes. A request wa ... 
received from Mis. J. K. Rayons, Kanpur for making avallable the 
dal~a relating to Baruwala Project for setting up a Cement Plant 
by them. The deal, however, did not materialise, as the party con-
sidered the amount demanded by the Corporation as very high. 
There was no offer from the private sector industry for any other 
site prospected by the Corporati9n. 

3.35. In this connection, the Management informed the Commit-
tee in a note that for making available the data relating to this sit~ 
to MIs. J. K. Rayons, Kanpur, they had dE-manded a sum of Rs. 10.55 
lakhs which according to party appeared to be on the higher side. 
But before making the final deal, they wanted to possess the techni· 
cal information for examination to which the Corporation dirt not 
agree. 

3.36. The Committee note that one of the fundions of the Cor-
poration is to aet as the store house of information on the t'ement 
erade limestone deposits in the country for the expansion of capa-
city in the publie as weD as private seeton. The Corporation hall 
been receiving enquiries from private parties and submitting quota-
tions in reply to the enquiries but only one site (Nimbahera-
Rajasthan) has been investigated by the Corporation for a prlvl\fe 
party so far, for a fee of RI. 1.98 lubs. 

3.37. The Committee are informed that MIs. As~iated Cemf'nt 
Co. a private sector organisation, which also hal a IJmestone Investi· 
gation Division, had been doing work for the pri'vate parties. Ft,,·· 
ther, the parties had set up plants in very KOOd areas where de-
posits were already known. The Committee were abo infonned 
that when L.I.D. wa. started there were not much knewn deposits 
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and the Corporation had to work on the basis of a 5 million tonne!'! 
capacity of cement. 

3.38. The Committee recommend that Government should criti-
('ally analyse the reasons as to why it has not been possible for the 
Corporation to secure work from private parties, so that suitAble 
remedial action may be taken. 

3.39. In view of the past experience the Committee however sng-
gest that Government/Corporation should consider whether the 
L.I.D. on revival should at all undertake work on behalf of private 
parties. 

D. Baruwala Project 

3.40. In November, 1967, the Corporation took up prospp.cting 
work near Buruwala (Dehradun) which is a deficit area. After 
proving the lime-stone deposits, the Corporation prepared a Proje~t 
Report for setting up a standard size plant of 600 tonnes per day. 
The consultants, however, suggested a higher capacity plant for 
achieving economies in production. In view of the difficulti~ in 
transporting oversized consignments, the Corporation recast the 
Project Report in September, 1972 based on: 

(a) two 600 tonnes/day units; and/or 
(b) two 750 tonnes/day units. 

3.41. The Project Report as r~ast, envisaged installation of a 
ropeway which had to negotiate a very steep range and had to 
cross one or two small ranges of hills before reaching the factory. 
As the rope way had to go down avery steep slope which is normRt-
ly avoided, the Corporation was ~iudying the problems. In the 
meantime, execution of Baruwala Project stood deferred. 

3.42. The Committee were informed that the fact that the rope-
way had to go down a very steep slope, came to the notice of the 
Management when the work was entrusted to a ropeway expert who 
undertook the alignment study. 

3.43. Asked about the reasons for not taking up the BurowaJa 
project which was in deficit area and where survey work had also 
been done, .the representative of the Corporation stated during evi-
dence that this project had not been taken up in the Fifth Pllm be-
cause they had entrusted the alignment work of the ,~opeway to a 
party who had surveyed it. After receipt of their report, the Cor-
poration would consider taking it up. 

3.44. As regard the execution or otherwise of this project. the 
Management stated that the Railways were also not inclined to pro-
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vide any siding facilities at the nearest railhead. Hence the project 
implementation had been deferred. 

3.45. The total expenditure incurred on this project so far was 
Rs. 10.56 lakhs. 

3.4G. The Committee note that in November, 1967 the Corpora-
tion took up prospecting work near Baruwala in Debra Dun whiC'h 
was a deficit area and after proving limestone deposits, preparpd a 
project report for setting up standard size plant of 600 tonne per day 
capac-ity. Since the consultants suggesled a higher capacity plant 
for achieving economy in scale, the project report was re-cast and 
the revised project report envisared installation of a ropeway which 
had to go down • very steep slope. The Corporation was therefore 
studY,iug the problems. In the meantime, the execution of thf! pr"-
jed stood deferred. 

3.47. The Committee are informed that the study of the alip-
ment of the ropeway has been entrusted to an expert who had sur-
veyed the area and the project could be taken up only after this 
work is over. The Committee are also iinformed that the execution 
of tbis project could not be taken up because the Railways arp not 
inc-lined to provide any siding facilities at the nearest railheads. 
The Committee regret to point out that the Corporation should hawe 
foreseen the necessity for the installation of the aearial ropeway 
even at the time of the feasibility study of the Project and should 
have tied its arrangements with the Railways before taking up the 
project and incurring an expenditure of Rs. 10.56 lakhs and ulti-
mately deferriug the Project. The Committee would like Govern-
mentto investipte as to why these aspeQts were not considered 
before the execut!on of this project in the deficit area was taken 
up, responsibility fixed and Committee informed of the action tak-
en. The Committee would also like the Govemment to press upon 
the Railways for providing siding facilities at the nearest rail 
heads in view of the cement shortage in the region. 

E. Estimates of expenditure 

3.48 While selecting the sites and employing the parties for in-
vestigation work, no estimate of expenditure was framed for any 
of the sites. The scope of the work was also not mentioned. The 
Ministry stated (June, 1974) that due to initial stage of the organi. 
sation, estimates, could not be prepared and the estimatps for such 
work would be prepared in future. 

3.49 The Committee. pointed out that the Corporation was set up 
in January, 1965 and almost the entire prospecting was completed 
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by 1968. They asked whether a period of three years WAS not ade-
quate to build up the organisation and expertise for the purpose of 
f.raming the estimates. The Corporation stated in a note as under:-

"After the initial period of three years, the investigation divi-
sion was wound up. The revival of the Limestone in-
vestigation Division is stlil. in progress. Presently esti-
mates are being prepared before work is taken up .. The 
estimates now being preRared are as a result of the ex-
pertise gained during the earlier period of 3 years." 

3.50. The Committee regret to note that, while selecting the sites 
pnd employing the parties for investigation work. no estimate of cost 
was framed for aoy of the sit.es nor the scope of work mentioned. It 
was stated that, the organisation belng in initial stage, estimates 
could not be prepared aI' J they would be prepared in future. The 
Committee need hardly stress that estimates of ('ost ar~ essential for 
the purpose of control of cost and assessing the performance. The 
Committee, therefore, recommend that the Corporotion should take 
steps to see t.hat, before taking up the work. estimates of cost are 
prepared with complete details 50 that the invefrtigatmg parties 
know in advance the parameters of work and the ceiling of expen-
diture within which thy have to operate. 
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PROCESS OF MANUFACTURE AND QUALITY CONTROL 

A. Process of manufacture 

4.1 The process of manufacturing portland cement consists in 
the incorporation of the raw materials, one of which is composed 
mainly of calcarious materials, such as, limestone and argillaceous 
materials, such as, clay or shale, to form a homogeneous mixture, 
the burning of· the mix in a kiln to form a clinker, and the grinding 
of the clinker with the addition of a small proportion of gypsum to 
a fine powder. Two processes, known as the 'wet ann dry process 
according as to whether the raw materials are ground and mixed in 
a wet or dry condition, are used. In a variant of these processes, 
the semi-dry process, the raw materials are ground dry and then 
mixed with 10-14 per cent, water and formed into nodules. 

4.2 Amongst all the factors to be considered, in selecting the 
manufacturing process, the most decisive factors are the fuel and 
power consumption which together account for as much as 40 per 
cent of the prime' cost. On account of the lower consumption of fuel 
the dry process is preferable to the wet process if the material com-
ponents are not too wet (water content above 15 to 18 t:er cent) or 
contain deleterious admixures which have to be remov-ed by washing. 
However, when Mandhar and Kurkunta Plants were proposed to 
be set up, by and large, the wet process plants were in vogue in 
India (only about 4 dry process and 8 semi-dry process plants being 
in operation at that time). 

4.3 During evidence, the representative of the CorpClration in-
formed the Committee that in the wet process, because the material 
was brought in the form of slurry with 30 to 37 per cent moisture 
and there were insertions inside the kiln, dust coming out was com-
paratively less than in the dry process. In the dry process, the raw 
meal was completely dry. So. the quantum of dust coming out 
from the kiln was more. To arrest the dust in the dry process, it 
was necessary to install efficient dust collector like electrostatic 
filters costing more than Rs. 20 lakhs for a 600 tonnes plant whereas 
it was not essential in the case of the wet process. 

4.4 As regards the economics of the dry process vis-a-vis, the 
wet process, the witness stated that there was a saving of about 30 

43 



44 

per cent in coal consumption in dry process. Secondly, for a dry 
process plant, less quantity of water was required, as compared to 
the wet process. It was stated that in certain areas, where there 
was good limestone, but not sufficient water and where a wei process 
plant could not be put up, dry plants could be put up with just 
sufficient amount of water. However, power consumption was 10 
to 15 per cent more in the dry process than in the wet process. 

4.5 Asked whether it was advisable to go in for highly power 
consuming dry process just to take care o~ the shortage of water, the 
witness stated in reply as under:-

........ Indian limestone by and large now available is just 
marginal quality in the calcium carbonate content. But 
if you go in for the wet process where we are using a 
higher percentage of coal 30 per cent as against 20 per-
cent, the precipitation of coal ash with the clinker will be 
more, and as a result, the clinker minerological composi-
tion will undergo a change and so We shall not be able to 
maintain the quality of cement all the time. This is one 
aspect which is very important. The second aspect is that 
when we are putting up plants, we have to see the overall 
economy aspect. When we put up plants and prepare 
project reports, we study techno-economical aspects tak-
ing the power cost as well as the total consumption of 
power into account, along with other elements ...... The 
main constraints of dry process is the minor mineral con-
tent in the raw material, such as alkali content and the 
chloride- content which should be as minimum as possible. 
Otherwise, it will give rise to difficulties for the dry pro-
cess. The other main constraint is that our limestone in 
India is just marginal. as far as calcium carbonate con-
tent is concerned, the lime in the burning process combine 
with the silica and alumina having various mineralogical 
compositions. Here, if we introduce high coal ash, some 
of the minerals which give rise to early strength get de-
pressed. So, the dry process from the point of view of 
quality, is very important, with our raw materials." 

4.6 The Management inf()rmed the Committee in a note that all 
the plants envisaged by CCI to be undertaken during the Fifth Five 
Year Plan for execution were 1200 tonnes per day 'Dt,y Process 
Plants', 

4.7 In this connection, the representative of the Ministry stated 
during evidence that one particular advantage of dry process plant 
was that the coal consumption was very much less, which was in the 
neighbourhood of 20 per cent as against 30 per cent for wet process. 
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But some other e}CpeJ'lditure was required to be iacW'l'M OIl maln'-
tairth\'g' th~· dry pla:nu, . ,E~~~ ,the~~ ,~ ! tb~ ~\f~ proceu, .. were Cotll-
pared, thl! dry process plant was ~l'tainly mQI'e economical. 

.' .' .... , '-. ' 

4,8 the WitOes6 further informed' the Committee'that 95 per cent 
of the n~w·let_r8 of intent· which had' been issued ill ·the last two 
years were ~,ll for cky proce .. plants and the manttfactUterswere 
abo concentrating more and IIlOl'eon dry process plant, ; 

4.9 There were seven ma'nufacturers ot the dry proc~ phmt in 
the country who had foreign collaboration and had the capacity to 
manufacture such plants. 

4.10 The present indigenous capacity £Ormanufacture of dry 
plants and wet plants was stated to be 18 plants per year. 

4.11 Asked whether there was any proposal to convert the exist-
ing wet process plants of Mandhar and Kurkunta to dry process 
plants, the Management informed the Committee that there was no 
such proposal and therefore, the economics of the conversion had 
not been worked out. 

4.12 The Action Committee on Public Enterprises headed by Shri 
M. S. Pathak, who visited Mandhar in April, 1973 suggested certain 
measures for improving the plant performance. One of the recom-
mendations made by this Committee was that for long tE-rm improve-
ment of. operation, converting the existing wet process in the 
Mandhar Plant to a dry process system should be taken in hand. 
But the Board of Directors has decided that in view of the present 
financial position it may not be possible to undertake this work on 
immediate basis. 

4.13. The Committee note that the cement plAnts are of two 
types--dry process plants pnd wet process plants. In a dry process 
plant t.here is a saving of about 30 per cent in coal C'onsumption and 
the requirement of water is also lesl. as compared to wet IJrocess--
but power consumption is In to 15 per cent more in t111~ t'ry process 
plant ths.n in the wet process plant. On comparison, the dry process 
plant. is stated to be more economical. At the time whe!IJ Mandhar 
and Kurkunta Plants were set up ~et process plants were more in 
vogue in India. All the plants envisaged by the CorpOl'ation to be 
undertaken during 5th Five Yesr Plan are dry process 1,lants and 
95 per cent of the new letters of int.ent which have bee~ issued in the 
last two years are also for dry process plants. Even.f the dry pro-
cess plBnts are stated to have advantages over wet process plants, the 
Committee cannot but take note of the acute shortage of power ex-
perienced almost all over the country. They hope that the Corpora-
tion too is not obliviou." of this phenomenon. fte Committee als. 
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uDders'an' diet .here are two main conltraints la tile dry p ..... v •. , 
the minor .1 ... 1 content (alkali and chloride conteDt) iD the raw 
material aad the calcium earbonate content of the limestolle in ladia 
heine jUlt mar,m.1. Introduction of high a.h coal may, therefore, 
depress lOme of the minerall which rive riM to _rly Itre!llth aad 
hence may hue an e&eet on the quaUty of cement. The Committee 
would like that Government sbould review the econoblies of each ODe 
of the projects approved in tbe Fifth Plan. after twac into account 
the availability of power and keepine in view tbe constraints of t.he 
dry process. The Committee would like to be informed of the results. 

4.14. Tbe Committee also note that the Action COl~mittee on 
Public Sector Undertakings headed by Shri M. S. Pathak, Member, 
Planning Commission, had made a suggestion that for long term im-
provement of operation of Mandhar Plant, converting the existing 
wet process to II dry process system in the plant should be taken in 
hand but the Board of Directors decided that in view of the 
present. financial position, it may not be possible to undertake this 
work on immediate basis. They would like the Government to give 
a serious thought to the considerations and the objecth'es underlying 
the recommendations made by the Action Committee and see whe-
ther the decision taken by the Board of Directors of the Corporation 
is in the interest of the Corporation in the long run. 

B. Fly Ash PozzolBnB Cement 

4.15. The Corporation started manufacturing F1y-ash Pozzolana 
cement at their Kurkunta Plant in February, 1974 as the clinker at 
Kurkunta is of high quality and elite type. As an experimental 
measure it was tried earlier and a sample was also test-evaluated in 
the National Test House. The results of the test proved that the fly-
ash pozzolana cement production at Kurkunta was even better than 
the prescribed Indian standard' speCifications of ordinary Portland 
Cement in certain respects. Therefore, the Corporation has started 
manufacturing fly-ash Pozzolana Cement on a commercial scale. 

4.16 The total quantity of pozzolana cement produced by using 
fly ash up to 31st December, 1974 was 7166 tonnes. The Committee 
were informed that according to the Cement Research Institute. the 
prese'lt availability of the fly-ash in the country is about 4 million 
tonnes per annum. 

4.17. As regards the source of supply of pozzolana material, it was 
stated that Fly-ash is an industrial waste obtainable from the 30 
thermal power plants in different parts of· the country. 
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4.18 Enquired about the plans for acceJeratina the production of 

pozzollJUl 6y-ash cement, the Management informed the Commjttee 
.. folJowl:-

"A quantity of 4,09 lakh tonnes of fly-ash could be used im-
mediately for the manufacture of cement. The 'Cement 
Research Institute has prepared two project reports re-
lating to the manufacture of portland fty-ash cement using 
fly-ash from the Delhi-Badarpur Faridabad complex of 
thermal power stations. The institute feels that it wj]] be 
technically and economically a f~asibility preposition. The 
Cement Research Institute has also completed a feasibility 
report for a cement manufacturer to utilise fly-ash from 
Nellore thermal power plant in Andhra Pradesh and is 
now engaged on the question of utilising fly-ash from 
Panki thermal power plant in Uttar Pradpsh for another 
cement manufacturer." 

4.19 The Committee were informed that the feasibility of produc-
ing fly-ash pozzolana cement at Mandhar Cement factr)ry had also 
been examined. It was found that the mineralogical composition 
of the clinker at Mandhar was such that it was not po~sib]e to pro-
duce fly-ash pozzolana cement. 

4.20 Asked about the economy in cost achieved by the Corpora-
tion as a result of· substitution of gypsum by fly-ash for intergrind-
ing with clinker, the Management informed that fly-ash used for 
integrinding with clinker was not a substitute for gyp~um. Thus 
for producing pozzolana cement besides clinker and fly-a!'h gypsum 
also will have to be used. 

4.21. The Committee note that the Corporation hal' started manu-
facturing fly-ash pozzolena ('ement at. its Kurkunta 1»lant from Feb-
ruary, 19j4. Tile rc.;u:L.; 0; the test are stated to have proved that 
the fly-ash pozzolana cement is even better than the prl'scribed In-
dian standard specifica.ions or ordinary portland cement in rertain 
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, t.he manufacture of portlltnd fly-ash 
cement using fly-ash from the Delhi, 8adarpur. Faridahad complex of 
thermal power stations will be tcchni('elly lind economically a feasi-
ble proposition. The Institute has aslo completed a ('asihility re-
port for manufacture of cement from fly-ash from Netore Thermal 
power plant in Andhre Pradesh for a cement manufacturel' and is 
now engaged on the question of utilising fly-ash from ~nkj thermal 
power plant in Uttar Pradesh for another cement manufacturer. 
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The Committee would ur,e the Corporation to eDmme .. ecODO-
mie. of tWa new process and see how it ea. make use of this preeess , 
to .. up Dew eement factories in areas partieularly in the, Mtkit ; 
Northern and Eastern regions wherever the fly ash is available in 
plenty. 

C. Quality Control 

4.22 Under the Cement (Quality Control) Order, 1962, manufac-
ture and sale of cement, not conforming to the prescrib~ standards, 
is prohibited. 

4.23 The Corporation has a Quality Control Organisation under 
the charge of the Chief Chemist at each of its operating plants. 
Samples of cement are taken out in each of the plants every hour 
and its strength is checked after allowing the requisite period for its 
setting. These sample are also sent to Government Test House, 
Calcutta I Bombay, once a week. 

4.24 In this connection, the Management stated (March, 1974) 
as rollows:-

"Chemical and physical analysis are required in cement plant 
for apprailsing performance, evaluating quality of raw 
materials and finished products in respect to chemical 
constituents and physical characteristics and effecting 
manufacturing control at each stage starting from winning 
of limestone, crushing I milling I pyro processing and grind-
ing of clinkerldespa~ch. At each stage rigW'l quality con-
trol is maintained in the plants ............ at par with 
other cement manufacturing concerns. Rauid method of 
analysis which can save time and labour and also add to 
overall operational efficiencies, are followed. wherever 
feasible." 

4.25 It will be seen that each plant has a mechanism to ensure 
quality control upto the point of despatch. For the industry as a 
whole. there is no mechanism in the country to ensure quality con-
trol after the cement leaves the respective plants. In order to en-
sure that cement of requisite quality is supplied to the ultimate 
consumer. the Estimates Committee in paragraph 6.32 of its 60th 
Report (Fifth Lok Sabha-April, 1974) recommended that suitable 
measures for qualit:v check of the cement supplied to the consumers 
be taken by Government. 

4.26 Asked as to the steps taken to check the quality of. cement 
at ~n~umers end. the Management informed the Commlttee as 
under:-
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, "TIle Corporatitm has 1'Icil or~a~is,a~jo~aJ ~8e~-:~ '~o'; 4~ ~e 
, '! fII*8lity'~f~t,'i'tcons~ers.~nd. TlMS"ja, beiM,~ by 

". Che loO'al clVif' sup])lies' . Authorities of. th~ in<Uv.idual 
, State: Hb\\rever,' the ':'Corpbtati6n' hadn~,i ~eCeived " l/fIJy 

sueh' 'complalht 'iti 'the"rece'rit pllSt." ,',' " 
, '" .' ItO: ' , ~ , ' • • , ,; ¥ . . ' 

4.27 In, ,tbi$ CGBIlectioD,-the 'MlnistryiitaB'stated' in a not.e' ; 
as 

'.' 

. \: 
": 

,',',! ' '!, I 

''81Iandards -" f()r the' 'maiun.ctur~ 'of different varieti~ of 
·,eert'l8lt 'Uke' portland cement, rapid 'hardening ,ce-
'ment, low' heB't -cemenf;blut furnaCe'slag' cement, 
portland pbztO'lana' cement' etc.," have 'been" laid 
down in 'toil'sulta~ior1 with the t1ndian' St8ndar.ds 

'Institution. Accordbig to Cement (Qualifv), Control 
Order, l~, issuea under Sectibn 3 of the Es~e'ntial Cdm-
modi ties Act. no person sflall himself or by any person 
on his behalf, manufacture or store for sale, sell or db,tri-
bute any cement which is not of the prescribed standard. 
The Essential Commodities Act provides for imposition of 
penalties for contravention of orders issued under Seeton 
3 of the Act and necessary powers have also been -dele-
gated to the State Governments under the Act. 

Sale of adulterated cement is a cognisable offence and any 
person contravening the provision of the Essential Com-
modities Act can be proceeded against in a Court of Law 
on a report, in writing, of the facts constituting 'the offence, 
made by a person who is a public servant as defined 
under Section 21 of the Indian Penal Code. The office of. 
the Cement Controller has also addressed a communica-
tion to all State Governments and Union Territories to 
take necessary action against any caSe of adulteration of 
cement brought to their notice. 

At the manufacturers' level, weekly samples are drawn and 
sent for test to the National Test House, Alipore, Calcutta. 
From consumers' angle, the facilities are available for test-
ing cement mainly at Calcutta, Bombay and Delhi through 
the National Test Houses and Cement Research Institute 
and other laboratories of I.S.!. and C.S.I.R." 

4.28. The Committee note that under the Cenlent (Quality Cont-
rol) Order, 1962, manufacture and sale of cement not ('onforming to 
tbe prescribed standards is prohibited. The Corporation bas a Quality 
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Control Organisatioll to ensure quality control upto the poiat of de5-
patch but it has no organisational set up to check the quality of 
cement at consumen' end. They feel that the Corperation is re8-
pOn!dble not only for manufacturing cement of the prescribed stan-
dard but also for ensuring that tbe cement beinl sold by tbe dealers 
authorised by it under its t.rade name conforms to tholle standards. 
The Corporation should not merely wait for complaints from con-
lumers but should al"o 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 recommendation 
made by tbe Estimates Committee of Lok Sabha in parqraph 6.32 of 
their 60th Report (Fifth Lok Sabba, April, 1974) on availability anti 
distribution of Cement and reiterate tbat suitable measures should 
be taken by the Corporation in respect of the cement manufactured 
by it and sold by ih authorised dealers to ensure that cement of re-
quisite quality is supplied to the ultimate consumers. 
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MANDHAR PLANT 

5.1. In June, 1966 the Ministry of Industry accepted in Principle 
the proposal of the Corporation for settin.g up 4 cement factories, 
each of an annual capacity o~ 2 lakh tonnes, in respet:t of which 
feasibility reports had been submitted. At the same time, the Min-
istry, however, authorised the Corporation to place ord~rs for the 
plant and machinery for only 2 plants to be located at Kurkunta 
(Karnatak) and Neemuch (M.P.). In November, 1966 the Ministry 
agreed to the proposal of the Corporation to earmark the Neemuch 
Plant for Mandhar (M.P.) lite. 

A. Deposits of lime.stoae aDd its claaracter!.tie. 

5.2. Lime~8tone investigation at Mandhar had been done by the 
Director of Geology and Mining, Madhya Pradesh on behalf of a 
private firm and about 48.25 million tonnes of cement grade lime-
stone had been established in an area of 4.48 sq. kms. The indepen-
dent investigation conducted by the Corporation in January-June, 
1966 in an area of 2.4 sq. kms. (583.31 acres) also proved that it 
contained a minimum of 15 million tonnes of· cement grade lime-
stone which was sufficient to support a plant of the .tandard aize of 
600 tonnes per day for 50 years. The lime-stone found was of solid 
nature and covered by an over-burden of 4 to 5 feet Blasting opera-
tions were expected to be easy and the cost of raising limestone and 
removal of overburden was estimated at Rs. 5 per tonne and Rs. 4 
per tonne respectively. 

5.3. In November, 1966 the Corporation applied to the State Gov-
ernment for a mining lease of 583.31 acres of land. State Govern-
ment, however, gral\ted in April, 1967 the mining lease for 404.09 
acres (71.66 acres of. Government land and 332.43 acres of private 
land) and lease agreement was executed in October, 1967. In De-
cember, 1971 the C'orporation again applied for the grart of leue of 
an additional area of 198.59 acrel (98.61 acres of private land and 
99.98 acres of Government land). In January, 1973 the State Gov-
ernment, however, granted the mining lease for an additional area 
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of 195.49 acres (103.06 acres of Government land and 92.43 acres of 
private land) and lease agreement was executed in March, 1973. 

5.4. The possession of Government land for which ,lease was grant-
ed in April, 1967, was taken in October, l.967 but action to acquire 
332.43 acres of private land was taken in February, 1969 and a 
total area of 236.21 acres was acquir~ through negotiations up to 
November, 1972 at a total cost of Rs. 4.73 lakhs. Negotiations for' 
the balance area were still in progress. 

5.5. Asked about the reasons for delay of one year and four 
months in taking action for the acquisition of private land for quarry 
I,lurposes, after execution of leue agreement in October, 196'7. The 
Management stated in a written reply that the question of acqUisi-
tion of private land for quarry through government was taken up 
with the Collector in 1967 itself. As the proceedings fnr acquisition 
were still pending with Government till, 1969, the Corporation 
sought permission from the collector to acquire the private land in 
questions through.: diNICt negotiation. 

5.6. It was stated that the entire land of 424.86 acres had not been 
acquired by the .coJ:poration so far. Acquisition Proceedings were 
still in progress for completing the acquisition of the entire land. 
Only a smali piece of· land was left to be acquired from a private 
party. 

5.7. In'reply to a question whether in the absence of entire land 
being acquired any difficulties in mining operations had been ex-
perienced, it was stated that in the initial stages of mining. some 
difficulties regarding disposal of overburden and heavy blasting 
operations were experienced. 

B. Project-Estimates 

5.8. According to the Feasibility Report sent to the Ministry in 
March, 1966, the capital outlay of Mandhar plant was estimated at 
Rs. 3.78 Cl'ores. However, in the D.P.R. prepared in January, 1007 
the capital outlay envisaged was Rs. 465.48 lakhs. In June, 1969, 
the Ministry approved the project estimates for Rs. ~51. 51 l.akhs. 
After commissioning of the plant in July. 1970, the p'roJect estImate 
was again revised to Rs. 495.87 lakhs and submitted ~o Government 
in February, 1971 for approval. In July, 1972, the Gov('rnment ap-
proved the Project estimates for Rs. 490.37 lakhs. 

I' 5.9 .. Comperative break-up of the project estimates framed fro,n 
-time to time. those approved by the Government and the actual ex-
penditure incurred there against is given beiow:-
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(Rupees in .. ) 

Sl. ~ BIb- Sati- Re .. Btri- Act.uJ AcwaI 
No. D\IlCtt DWcI cati- mates &per.- Exp. 

as as JIUItCa II d~ upto 
&r,C:U- I8J1C>o Alb- MIle- upto 31-3-'7 c-
dedin donee! m.itted tiontd 31-3-73 
the by Gevt. to the by the 

DPR in June. Govt.in Gevt.in 
~. r969Peb., July, 
edm 1971 J97:1 Jan., 
1167 

I 3 3 .- 5 6 7 8 

J. Plant and Machinery (inchld-
ing sales till:) '33S'64 . 235'64 334'79 234'79 22:z'76 333' J9 

3. ContinBency • 18'69 5' 19 5'50 
3. _ Civil worb(inclw:tina Iud) 160'00 ~65'53 173'00 173'00 173' 39 174'05 

4· Brection C08t 16'5° 16'50 IS'39 JS-39 15'39 IS'39 

5, E!tabtlshment expenditure 
during constrUCtion 14'80 I.-3° 1.'35 1.'3S 

6, Electrical installation inclu-
diDlstreet lightin g 7'50 7'50 ]2.' 13 12' J3 9'82 9'82 

7· Proving of limestone, 2'50 2' SO 2,85 2'85 3'85 2'8S 

S. Head-quarter over-heads . S'2O S'2O 2J'43 21'43 20'43 20'43 

9· lnletest during conltlucticn J9'45 13'45 J6'58 16- SS 12'S8 J:z' ~8 

TOTAL: 46S'48 4SI' 51 495'87 490' 37 471'47 482' 56 

NOTES :--1, C?mmiu:nc:nts aggregating RI" 19 lakhs 8pprcximately (xclu'jqz Ire cuI {'( 
Radway ~ng ) were outstanding as on 31st March, 1973, The bill fer tt,e 
Railway siding was still (Augmt, 1974) awaited,'? 

:, Estimates included in the Detailed Project R,( port had been fumed rf'er the 
plant and machinery had been ordered ard invutiaati( n d Jill ' -51H e 
dep"sirs completed. 

5,10, The Committee were informed that the total expenditure 
incurred upto December, 1974 on the Mandhar project was Rs, 488,08 

, Jakhs,- against the revised approved project-estimates of Rs.490.37 
< lakhs, The final Bill for Railway siding was yet to be received, The 

value of balance private land, covered by, the mining lease, yet to be 
. acquired was approximately Rs, 3,5 lakhs, 

5, II, Asked as to how the amount actually claimed by the Rail-
ways compared with the provision made for the same revised esti-
mates, it was stated in reply that as the final bill from Railway was 
yet to be received it was not possible at present to state whether 
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the approved project estimates would be exceeded (marginally) or 
would be sufftcient. It was, however, stated depending upon the 
cost of the Railway siding and the exact value of the private land to 
be acquired, the total expenditure on the project may be just equal 
to the approved revised project estimates or exceed the same mar-
ginally. 

5. 12. During eVidence it was stated 'we may marginally exceed 
the given figure by about rupees half a lakh or one lakh. That is all. 

5.13. It is seen that increase in the estimates sanctioned by Gov-
ernment in July, 1972, over those included in the Detailed Project 
Report and sanctioned by Government in June, 1969, was mainly 
under 'Establishment expenditure during construction, civil works. 
electrical installation and headquarters overheads'. 

5.14. The expenditure during construction was provided for in 
the Detailed Project Report under 'Erection Cost' and 'Civil works'. 
The erection of plant and machinery was proposed to be done depart-
mentally and it was anticipated by the management that the provi-
sion of Rs. 16.50 lakhs made in the approved estimates would be 
adequate to cover the expenses of the staff employed during cons-
truction period as well as the staff employed for erection purposes. 
,'In July, 1968. however, the Management decided to get the erection 
work done through the suppliers (Messrs. K.C.P. Ltd., Madras) of 
the plant and machinery so as to avoid the problem of surplus 
labour as also the complaints from the suppliers. The contract for 
erection and technical know-how for erection absorbed Rs. 15.29 
lakhs. Thus. a provision of Rs. 1.21 lakhs remained to meet the 
expenditure on the maintenance of establishment during construc-
tion. Against this. the actual expenditure amounted to Rs. 14.35 
lakhs. 

5. 15. The Management informed the Committee in a written 
reply that the provision of Rs. 16.51') was both for expenditure on 
staff employed for erection purposes and that employed during the 
construction period and no break-up of the provision of Rs. 16.50 
lakhs was available. 

5.16. Asked whether the flnaUy settled price of Rs. 15.29 lakhs 
payable to plant suppliers for erection work was examined in the 
light of estimate included in the Detailed Project Report. the 
Management informed the Committee as under: 

'!At the time of placing orders for erection work in July. 1968. 
the Detailed Project Report Estimates had not been sanc-
tioned. At this time the Government was intimated that 
the provision of Rs. HL 50 lakhs would not be 9um~ient 
to cover the erection cost, for which the work was gIVen 
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on contract, and also the expenditure on establishment 
required to be maintained during construction and erec-
tion period. The Detailed Project Report submitted by 
the Corporation in January, 1967, contained a provision for 
contingency of Rs. 18.69 lakhs. The excess expenditure 
on erection and establishment expenditure during cons-
truction and erection period was contemplated to be met 
out of the proposed provision of Rs. 18.50 lakhs under 
contingency. This matter was again brought to the 
notice of the Government in April, 1969, i.e. prior to the 
Government's sanction of the estimate in June, 1969. 
The Government however. in their original sanction for 
the project included only a sum of Rs. 5.19 lakhs against 
contingency" . 

5.17. When asked about the total staff aaticipated in the D. P . R . 
for erection work and that required during construction period and 
the actual staft employed under these two categories separately, the 
Management informed that no break-up was available of the total 
staff anticipated in the DPR for erection work and that required 
during construction period. The staff was however, employed dur-
ing construction and erection period from time to time depending 
upon the minimum requirements. As the staff employed was look-
ing after both construction and erection work simultaneously, no 
clear cut division between the two categories was available. 

5.18. There was an overall increase of Rs. 13.39 lakhs In the 
actual expenditure over the Detailed Project Report estimate for 
'Civil works' after absorbing the savings under 'Water supply and 
sewage disposal' and 'Residential building'. The Management attri-
buted (March, 1974) the excels to the following facton: 

(i) There was an extra expenditure of Rs. 25lakhs (Rs. 16.96 
lakhs on account of increase in the quantum of work and 
Rs. 8 lakhs on account of deeper foundations) on 'Factory 
buildings, foundations and welfare buildings' due to 
increase in the quantities of work as compared with the 
provision made in the Detailed Project Report and deeper 
foundation as a result of change in the design of the 
Crusher plant. The increased quantum of work was due 
to absence of complete data and civil design at the time 
of making provision In the Detailed Project Report which 
underwent changes subsequently. The original design of 
the Crusher plant had to be altered u tne quality of lime-
stone was found (1968) to be harder than orlginally 
assessed (1966) by the plant suppliers, thereby leading 
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not only to more powerful ~uahel' and conyeyor but aJso 
to deeper foundations. As a result, not only there was 
an extra expenditure of Rs. 8 lakhs under ·Civil works' 
on account of deeper foundations but also the plant sup-
pliers had to be paid an extra amount of Rs. l.50 lakhs. 

(ii) There was an extra expenditure of Rs. 1.54 lakhs on roads 
and drains as it was found necessary to change katcha 
roads to pucca water bound roads. 

5.19. In a written reply the Management stated that in terms 
of the letter of intent dated 29th June, 1965, sample of raw material 
was to be collected by the plant supplier in association with the 
undertaking and tested before commencement· of manufacture of 
machinery. There was, however, no mention in the letter of intent 
for varying the quoted price of Rs. 1,37,58,00l~. In clause XII of 
the agreement executed in August, 1969 with plant supplier also, 
it was mentioned that the undertaking and the plant supplier had, 
in the light of the tests conducted by the plant suppliers. mutually 
agreed for change in the specification of crusher unit. There was 
however, no mention about price escalation on this account. In view 
of the above Contractual position, the Committee enquired about 
the justification for the additional payment of Rs. 1.50 lakhs to the 
plant suppliers. 

5.20. The representative of the Corporation stated during evi-
dence as under: 

"The cost of civil engineering works of the main plant and its 
foundation depends on the lay-out and load data furnished 
by the machinery suppliers. In the project report, provi-
sions were made at a time when We did not have the load 
data and lay-out details from the machinery suppliers. 
Therefore, they were ad hoc provisions. Later on, the 
cost incurred was on the basis of the detailed lay-out sub-
mitted by the machinery suppliers, and. cert~n amend-
ments made by them from time to time, in the lay-out 
details etc. given by them. That is why there is some 
excess in expenditure· compared to the provisions made 
on an ad hoc basis. The provision in the detailed pro.iect 
report was made in the absence of lay-out data and load 
data. The actual cost thereof can be worked out only 
when the civil engineering designs are carried out based 
on lay-out drawings. load data and .other details. still. t~e 
overall excess in the cost of civil engineering work!'! 1.S 

well within ten per cent. The provision for civil engI-
neering works in ~e detailed project report Rs. 168.53 
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lakhs,and in the reviied detailact project .report it was 
Rs. 173.0 Jakhs, ~d the experlditure. i~urred up to 
September, 1974 was RB. 173.62 lakhs. Additioaal works 
costing Rs. 2.5 lakhs are to be executed. These are addi-
tional works now required keeping in view the function-
ing of the plant. So, the overall excess is only marginal, 
in spite of the fact that the provisions were made ad hoc 
in the absence of lay-out drawings." 

5.21. As regards the prices of certain items having been increas-
ed in the contract as compared to those indicated in the letter of 
indent, the Chairman and Managing Director stated: 

" .... We are not in a position to say under what circumstances 
this was agreed to. But we find that this was not approv-
ed by the Board of Directors at that time .... " 

5.22. The representative of the CCI also informed the Committee 
that the contract Price put in the Contract was after adjustments 
allowed of Rs. 1.5 lakhs for the Crusher Plant. The issue was 
decided before signing of the Contract and the price mentioned had 
already taken into account the extra price of Rs. 1.5 lakhs, and the 
Contract was entered into after taking into consideration the excess 
price of Rs. 1.5 lakhs The witness further explained that in the 
letter of intent, this was not included, but when the contract wa!:1 
signed, subsequently the price was changed, and various adjust-
ments not only on account of the Crusher Plant but some other 
equipments also were effected subsequently in the contract. 

5.23. In this connection, the Management further informed the 
Committee in a subsequent written reply as under: 

"At the time of giving letter of intent for plant supplies in 
June, 1965, the order was only for a standard plant of 600 
tonnes per day capacity. The plant suppliers were to 
take samples and the plant was to be fabricated as per 
requirements after analysis of the raw materials etc. At 
the time the letter of Intent was placed the contract value 
envisaged was Rs. 1,37,58.000. However, after analysis 
of the samples, the suppliers had taken up with th(> CI'Jt'-
po ration . the change in the design of the Crusher. The 
suppliers were in correspondence with the CCI on t?i~ 
matter from October, 1967 but the settlement on prIce 
could only be made in 1968. However, the original con-
tract price reduced in case of the certain items on account 
of this redesigning and in the case of crusher it was 
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increated by aD amount of R.. 1.50 laths. The ulti-
mate C!Ontrac:t price, however, .. as reduced f~ 
RI. 1,37,58,000 to Rs. 1,37,08,000. This settlement which' 
relulted in overall reduction of the contract price 
(including an upward revilion on account of crusher re-
designing) was already arrived at before the execution 
of the contract. The contract amount was, therefore, 
revised from the original amount indicated in the letter 
of Intent. As the change in price on account of change 
of specifications has already been mentioned in clause 2 of 
the contract, there was no further necessity of including 
an escalation on this account in the contract." 

The Management further informed the Committee that this amount 
of Rs. 1.5 lakhs was agreed to by the CCI not on account of price 
escalation but on account of taking a double toggle jaw crusher and 
reversible impact type hammer mill instead of single toggle jaw 
crusher and ordinary hammer mill which was considered necessary 
to give better efficiency. 

5.24. The Committee note that though the State Government 
granted the mining leao;e for 41.)4 acres of land in April, 1967 which 
included 332 acres of private land and the lease agreement was 
executed in October, 19:87, there was 9. delay of 16 months in the 
Corporation taking action for acquisition of the private land and 
only 236 acres were acquired through negotiations upto November, 
1972 for Rs. 4.73 lakhs. Negotiations for the balance are st'll stated. 
to be in progress. The Committee are informed that P.o; the proceed-
ings for acquisition were pending with Government tm 1969, the 
Corporation sought permission for direct negotiation. 

S.2:i. It has also been stated that in the abst'n('e of acon;"ifion of 
the entire land, there had been difficulties regarding disposal of over-
burden and heavy blasting operations 

5.26. On an application of the Corporation in December, 1971. for 
an additional area of 198 acres of which 98 acres was private land, 
a mening lease of 195 acres of which 92 pcres was pr;vate land, 
was given b~' State Government in January, 1973 after one year. It 
has been stated even now the acquisition proceedings were stiU in 
progress and a small piece o( land was left to be ~ ~quired from the· 
private owners. 

5.27. The Committee see no reason why the Corporation should 
not have felt the sense of urgency and taken up the matetr through 
the Ministry with the State Government and why it should have 
waited till November, 1969 to seek the permission. The Committee 
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reeommend that tllis matter sllould ~ settled wltllout further dela, 
anti the Committee informed. 

5.U. TIle Committee al... note t.... tbe increase in the estimates 
for Mandbar Plant sanc'tioned in July, 1171 for R8. 410 l&khs over 
those included in the Detailed Project Report and 58.dioned hy 
Government in June, 1961 for as. 451 lakhl wa. mainly under E!ltah-
Ii.hmeat espenditure during ronstnld=on (R8. 14.35 lakhs), civil 
works (Rs. 7.47 lakhs), electrical i'nstaliation (Rs. 4.63 IBkhs) and head. 
quarten overheads (Rs. 16.Z3 lakhs). The actual expenditure on erec. 
tion cost including establishment expenditure durin, construction 
amounted to R§. 20.64 lakhs against the provision of Rs. 16.50 
lakhs in the project report. It was Sotated· that the erec-
tion of the plant and machinery was originally proposed 
to be done departmenta])y and it was anti,cipated by 
the Management that the provis:on of as. 16,50 lakhs made In the 
approved estimates would be adequa'te to cover the expenses of the 
stair employed during construction period as well "5 stair employed 
for erection purposes though no break-up of the provision under the 
two heads was indicated. Subsequently, the Management decided 
to get the erection work done through the suppliers (M/s K. C. P. 
Ltd., Madras) of the plant and machinery so as to avoid the 'problem 
of surplus labour and also the comph.ints from suppliers. Th(~ con-
tract for erection and tecbnical know-how for e14ect.ion ab~orbed 
Rs. 15.29 lakhs and after mecting the expenditure on the maintt-nance 
of establishment during construction. the tot.sI. actuill expenditnrt· on 
this account exceeded the sanctioned estimate by RIO. 13.14 lakhs thus 
registering all increase over the provision in the revised estimate by 
80 per cenl. 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 expenditure on erection and 
estahlishment expenditure during cOllstruction was contempla'MI to 
be met out of the provision of Rs. 18.69 lakhs under contingencies. 
Though the inadequacy of the provision was hrought to the notice 
of Government hefore sanction of the DPR, G·overnment had not 
chosen to revise the provision on the hasis of known factors hut. re-
duce the provision under contingencies. In the opjnion .,r the Com-
mittee meeting the expenditure on establishment during construcfion 
out of the provision for contingencies irregular and the erect 'on ('ost 
should have been broken up so as to indicate the provision for ('sta-
hlh,hm('nt during construction separately so that control of ('osts 
over establishment was possible. 

5.29. The Committee recommend that the Government/Corpora-
tion should ensure tha't estimate of the project are realistic and not 
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$0 w~d~ oft . the ~ as otherwise the very purpose qf baviq the 
estimates is likely to be defeated., 

5.30. The Committee al80 note tlaat there w .. _ov.r ..... i~ase 
Gf Rs. la.39 lakha ;in the 8Ctualexpentliture UDder civil works over 
the provision in the DPB .after aheorblog tile savings GDdel' water 
s .. pply aad sewqe dis,...al and reBidential buUdings. The excess 
has been attributed to an elttra expenditure of as. 25 lakb. on 
factory buildiqs, foundationl and welfare buildinls due to, increase 
in the quantities of 'Work as compared with the provision made in 
the DPR and peeper foundation as a result of change in the design 
of the crusher plant. The oripnal de.sign of the crusher plant had 
to be altered as the quality of limestone was found (1968) to be 
harder than oriJinally 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 
was on account of deeper foundation but the plant suppliers 
bad also to be paid an extra amount of Rs. 1.5 lakhs because of the 
change in the design of the crusher necessiated in the light of 
analysis of the raw materials etc. The Committee were informed 
that in terms of letter of in'tent dated 29th June, 1965 samFle of raw 
material was to be collected by the plant ,suppliers in association 
with the undertaking and tested before commencement of manu-
fact.ure of machinery. There wa .. no mention in the leUer of intent 
for nrying the quoted price of Rs. 137.58 lakhs. 

The agreement with the suppliers also mentioned that in the 
light of the le:.t conducted by the supplier, the party agreed for 
change in the silecification of the crusher unit. There was no men-
tion about price escalation on this account. Actually when con-
tract was concluded subsequently. the price was changed and ad-
justments 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 pr:ce of Rs. 137.58 lakhs was reduced to Rs. 137.08 lakhs. 

5.31. The Chairman and Managing Director of the Corporation 
informed the Committee that they were not in a position to say 
under what circumstances the adjustment upwards was agreed to 
and tbat thi.. matter was not approved by the Board at the time. 
The Committee were informed tbat as a result of adjustments up-
wards in some cases and downwards in other cases, the ultimate 
contract price is stated to have been reduced from Rs. 
137.58 lakhs to Rs. 137.08 lakhs. The Committee need hardly 



61 
stress that letten of intent formed the bUls of eo.nets and there 
shotdd not be any chanre in the provisions stipulated in the letter 
of intent. The Committee are also not happy that such ch8JllN 
should have been made without the approval of the Board although 
the over-all effect of the changes is a reduction in the total value 
of the contractual amount. The Committee recommend that Gov-
ernment should closely examine the justification for such changes 
which have led to an extra contractual obligation. The Comnlittco 
may be infonned of the results. 

Head Office overheads 
5.32. There was a increase of Rs. 15.23 lakhs under 'Headquarter 

Overheads' with reference to Detailed Project Report estimates. 
The increase was due to the fact that provision in Detailed Project 
Report was made on the assumption that 5 plants would be put up. 

5.33. The staff strength of the Headquarters office since the in-
corporation of the Corporation is given below:-

Technical 
Non-technical 

.As em 31St Marcil. 
1965 1966 1967 1968 1969 1970 1971 197Z 1973 

I 14 z6 Z7 ZS Z3 30 41 47 
10 SZ 63 66 7Z 8z 83 97 108 

TOTAL II 66 89 93 97 lOS 113 138 ISS 

5.34. In this connection the Management stated that during the 
year b~ginning 1965, in addition to the two projects under imple-
mentation, the Corporation had to prepare feasibility reports/pro-
ject reports for various projects such as Neemuch, Ja&'ialpur, Tan-
dur, Bokajan, Boanta, Yerraguntla; Baruwala and Mandhar Ex-
pansion. In the case of Bokajan and Baonta, in addition to the De-
tailed Project Report once worked out, the estimates had to be 
recast again on the basis of the tenders received for plant and 
machinery which were much higher than those originally estima-
ted. As such a second estimate had to be prepared and submitted to 
Government for apPl1Oval. \ . . 

5.35. Asked whether in view of only two Projects coming uP. the 
staff strength was fixed on realistic basis, it was stated that the 
staff strength, was always realistic and to meet the immediate 
needs. 

5.36. Replying to another question whether the increase under 
'Head Office Overheads" was mainly caused by larger time taken 
in the execution of the Project than anticipated in the Detailed Pro-
ject Report, the Management stated that the increase in the Head 
754 L.s.-6. 



62 
Office Overheads in the case of Mandhar and Kurkunta factories 
was caused both by the fact that lesser number of projects were 
implemented at a time than that anticipated and also because the 
implementation of the Project took a longer time. The fact that 
the Head Office Overheads was likely to increase considerably due 
to le.,ser number of Projects sanctioned by the Government for 
implementation was also brought to the notice of the Government 
by the Corporation in August, 1968 and the Government were ac-
cordingly requested to increase the provision under Head Office 
Overheads. This request, however, was not acceded to. 
Electrical Installation 

5.37. There was an increase of Rs. 2.32 lakhs in the expenditure 
on 'Electrical installation including street lighting' over the Detailed 
Project Report estimates. This increase was attributed by the 
Management to the additional sub-station and transformers required 
to step down 33 KV line to II KV line. As per Detailed Project Re-
port, the State Electricity Board was to supply power at 33 KV only. 

5.38. In this connection, Management stated (March, 1974) as 
follows;-

"In Madhya Pradesh Government Tariff, it was indicated that 
H.T. power can be made available at 33/11 K.V. Based on 
this, while formulating the project report an estimate was 
prepared for the supply of power by Madhya Pradesh 
State Electricity Board at 11 K.V. though in the body of 
the report it was mentioned at 33 K.V. power supply. 
Ultimately M.P. Government regretted to supply power 
at 11 K.V. As a resuJt of this, extra transformer had to be 
installed by the Corporation for which a provision was 
not made in the Detailed Project Report .......... Non. 
provision of estimate in Detailed Project Report for step-
ping down from 33 K. V. to 11 K.V. is a genuine mistake." 

5.39. When asked about the steps taken to ensure that the data 
included in the Detailed Project Report were correct the Management 
stated 1n a written reply as under:-

"'fhe Mandhar Project Report was prepared in the initial 
stages of the Corporation. The non-provision of estimates 
in the D.P.R. for stepping down of power supply from 33 
K.V. to 11 K. V. was through a genuine oversight. Care is 
now being taken to include such items in the report which 
are now being prepared." 

S.fO. The Committee note that the Head-quarters overheads which 
were estimated to be Rs. 5.20 lakhs ana approved at that level by 
Government in 1969 rose to Rs. 20.43 1akhs registering an increase of 
almost 300 per cent which is stated to be due to less number of te· 
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ment projects having been taken up the earlier antieipated and due to 
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 agreeable to increase 
the provision under this head. . In spite of this the Committee are 
surprised that Government had not taken any action to reduce the 
overhead expenses by pruning the establishment to the extent 
necessary. 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 justi-
fication for such huge expenditure on Headquarters which has caused 
the increase allocation of overheads to the individual projects anel 
fix the strength on a realistic basis. 

5.41. The Committee note that the M.P. Governmen't Tariff indi-
cated that H.T. power can be made available at 33/11 K.V. While 
formulating the project report, an estimate was prepared for supply 
of power by Madhya Pradesh state Electricity Board at 11 K.V. and 
in the body 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 iit the D.P.R. The Committee would like 
that this matter may be investigated with a view to pin-point res-
ponsibUlty for this costly lapse. The Committee may be kept in-
formed of the results. 

C. Erection and Commissioning 

5.42. The table below indicates the data relating to the scheduled 
dates and actual dates of completion of the civil work:-

S1. 
No. 

1. 
2. 
3· 

4. 
5· 
6. 

Department 

2 

Crusller 
Crane 
Slurry Mill 

Slurry Silo 
Slurry Basin 
Coal Mill 

N per Civil foun- Actual 
contract dation to be dates of 

handedover handing over 
according [0 
tI e schedule 
drawn up: 
in May 1967 

3 4 5 

2/69 15-1- 1970 
JO!68 18-7-1969 

To be 12{68 31-1-19(1) 
complet-

Delay 

6 

II months 
9 months 
1 month 

cd wir}->jn 10/68 1-7-1969 9 months 
12 months 9/68 3-10-1968 1 month 
of the issue of 1{69 :21-8-19(1) 7 months 
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I 2 3 .. S 6 

7· Kiln of work 10168 3-6-1969 8 months 
8. Cement Mill order in July 12/68 6-3-1969 3 months 
9· Packing House • 1968 2169 3O-U- I 969 9 months 

Civil Works 

5.43. While the order for plant and machinery was placed in June, 
1966 and the supply of equipment was to commence with effect 
from February, 1967, the contract for civil works was awarded to 
Mis. Wig. Bros. in July, 1967 and the entire work was to be com-
pleted within a period of 12 months. The item-wise schedule for 
completion 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 1 month to 11 months 
with reference to this schedule. The contractor attributed the de-
lay to non-receipt of detailed specifications and drawings from the 
Engineering Consultants who, in turn, ascribed it to their late re-
ceipt from the suppliers of the plant machinery. The Corporation, 
however, maintained that the delay, if any, in the issue of drawings 
in most cases did not hamper the progress of the construction work. 
It had further been stated that time of completion was extended from 
time to time up to 30th April, 1970 keeping in view the magnitude 
of the work and the circumstances prevailing. No liquidated. 
damages were imposed even though in a number of cases the pro-
gress was much below the mark. 

5.44. The dispute between the Corporation and the contractor 
was referred to arbitration in April, 19'72. The claim of the con-
tractor filed with the Arbitrator amounted 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). 

5.45. The Arbitrator awarded in August, 1973, an Amount 0:£ 
Re. 2.46 lakhs in favour of the contractor. 

5.46. The table below indicates (i) the date relating to the sche-
duled dates and actual dates of supply of the various items of plant 
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and machinery and (ll) actual dates of completion of erection of 
the plant machinery:-

(i) Stateme-nt showing the dates of supply of various items of 
plant and machinery 

Department 

1 Limestone crushil',g 

2 SIUIry Griding Plant 

3 Slurry Blendillgand Stotage 

4 Rotary Kiln and Qink( r 

S Cement Grinding Plant.1 

6. Packin,g Plant 

7 Storage Hall & Material 
Handling., ... 

8 Coal Grinding & Transport. 

9 ~ Gypsum Crushing 

Completion dates of 
delivery as per revised sche-

dule of 22-5-1967 

• J4,ly, 1967 to April, 1968 

Actual date of delivery 

January, 1969 to march, 
1970 .. 

• . v'" 
Ap:il, 1967 to December, Between August, 1967 and 

1957 February,1970. I '-. 
P' ' •• ,-

August, 1967 to November.~ August, 1967 to Septemtxr 
1967 1969' 

March, J967 to May) 1968 T'l bruary, 1$168 to Decem-
J968 , ber, 1969 • • June to D(cxmber, 1967 

A'.lgust to December, J$I67 

August to Dl!cember, 1$167 ... . ' 
May, 1$167 to December, U 

J967 ' . r'!-,: f· i 
June, 1967 to October, 1967 

December, 1967 to Decem-
ber, 1969. , ... , 

'"" .. .. APril, 1969 to November 
1970 L 

ApJil 1968 to Octc.b~r, 
1969 , . 

lv'lIy,I968 to September, 
1969. ,ai, w, 

I 
July, 1968 to October, 1968 

(il) Statement indicating programme and actual dates of 
compZe.tion of erection 

SI. Department. 
No. 

I. Crusher 

2. Crane 

3. Slurry Mill 

4. Slurry Silo 

S. Slurry Basin 
6' Coal Mill Bldg. 

7. Kiln Department • 

8. Cement Mill 

9. B~ctinl MiD 

Actual 
date of 
handirg 
over of 

civil 
Foundation 

IS-I-191O 

18-7-J969 

31-1-1969 

1-7-1969 

3-10-1968 

21-8-1969 

3-6-1969 

6-3-1969 

30-11-1969 

Date by 
which the 
erection 

should 
}ulve been 
completed 

14-S-1970 

J9-11-196!,) 

30-6-1969 

31-10-1969 

2-1-1969 

:&0-3·1970 

13-11-1$169 

S-9-1969 

29-S-191O 

Actual Delay 
date of 

completion 
of 

erection 

IS-7-1970 2 months 

2S-lZ-J969 1 month 

Do. 6 months. 

Do. 2 montha. 

Do. 12 mO:l';~·' 

1-2-lm 

Do. 3 moDths 
16-7-1970 10monthJ. 

11-1-1e:! 2 moatha' 
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(ii) Plant and Machinery and Erection Thereof 

5.47. As already mentioned above, contract for the supply of 
plant and machinery was placed in June, 1966 with Mis. K. C. D. 
Limited of Mariras. The same firm was appointed as erection con-
tractor in July, 1968 on a consideration of Rs. 13.72 lakhs. 

The original schedule for the supply of plant and machinery by 
December, 1967 was revised in May, 1967 and envisaged the comple-
tion of the supply of all the items of equipment by May, 1968. The 
firm did not, however, adhere to this schedule ami the supply was 
completed by November, 1970. Similarly there was delay ranging 
from 1 month to 12 months in the completion of erection with refer-
ence to the actual dates of handing over of civil foundations. In 
terms of both the contracts, the firm was liable to liquidated c\amag-
es as follows:-

(a) I per cent of the value of the machine for each full month 
for which clelivery was . delayed subject to the maximum 
of 5 per cent of the value of the said machine. 

(b) 1/2 per cent per month of delay subject to a maximum of 
5 per cent of the total value of the contract. 

5.48. In the agenda for 45th meeting of the Board held on 18th 
January, 1972, the question of the levy of liquidated damages for 
delayed of plant and machinery anc\ its erection by the firm was 
considered and following observations were made:-

(i) In initial stages Mis. K. C. P. anticipated certain amount 
of delay in the supply of plant and machinery due to their 
getting the import licence late and difficulties experienc-
ed in procurement of certain indigenous materials. Apart 
from this, Mis. K. C. P. did not intimate any other 
,reasons due to which the supply of plant anc\ machinery 
was delayed. The total liqUidated damages payable by 
Mis. K. C. P. for delayed supply of plant and m.achinery 
as per the contract amounted to Rs. 16000 (approx.) 

(ii) As regards erection, though there was c\elay ranging from: 
2 to 12 months when taken section-wise, the overall delay 
with reference to the last date of completion of erection 
was only two months. In calculating the period of delay, 
however, the period of delay by the Company in hand-
ing over the foundations was to be excluded. As the 
c\elay, both on the part of Mis. K. C. P. and the com-
pany was 11 months, perhaps no liquidated damages could 
be levied. 
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(iii) Takine into account all the facts the delay in delivery of 

plant and machinery and in erection had delayeci the ulti-
mate implementation of the project by 2j3 months. In 
a project like this, 2j3 months delay was not considered 
serious lapse. Since there were various factors beyond 
the control of various agencies, the delay might be con-
doned. 

5.49. No final ciecision was, however, taken. The Corporation. 
in the meantime, withheld an amount of Rs. 7.49 lakhs from the 
payments due to the firm in terms of the contracts for supply and 
machinery and erection thereof. ,'" ~ i 

In this connection, the Management stated (November, 1973) as 
follows:-

CIA Committee was set up .................... to consider the 
question of defects and delay in the plant and machinery 
supplied by M j s. K. C . P . The Committee haci taken due 
note of all the aspects arising out of M j s. K. C . P's supply. 
The Board considered the recommendations of the Com-
mittee in its 54th meeting and approved the release of 
payment to Mis. K. C. P. after adjustingjrecovery of 
certain amount for defects, etc." -! 

5.50. The recovery of Rs. 2,50,448.58 recommended by the Com-
mittee ciid not include any amount relating to delay in supply of 
plant and machinery and delay in erection. In fact, the Committee 
condoned the delay, as in a project of this magnitude, delay was 
not considered abnormal by the Committee. 

5.51. When asked whether, in the light of the facts men'tioned 
in the preceding paragraphs, the management had taken steps t() 
ensure completion of the new projects as per schedule, the Manage-
ment stated in a written reply as under:-

"A MOnitoring and Evaluation Cell has been set up at the-
headquarters of the Corporation to coordinate and moni-
tor all activities connected with the implementation of the 
new projects. It is expecterl that the projects will be-
completed as per Schedule". 

5. 52. The Committee Dote that the contract for civil works was 
awarded to one MIs. Wig Bros. in July. ],967 and the work was to be 
completed in a period of 12 months. The item-wise schedule fl)r 
completion of civil works was finalised in May. 1967 and envisaged 
completion of various items between October, 1968 and February, 
1169. There was, however. delay ranging from one months to 
eleven months in the completion of civil works by the contractor. It 
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has been ..... that keeping in view the magnitude of the work and 
the circlUDSiallees prevaiUng the date of completion was extended 
from time to 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 oontrary, the contractor 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 cont-
ractor. The Committee are unhappy to find that not only the Corpo-
ration failed to make out a caSe for imposing liquidated damages on 
the contractor for delays but also it was held liable to pay an addi-
tional sum of Rs. 2.46 lakhs to the contractor. 

5.53. The CommiHee further note that the supply of plant and 
machinery which was fir'lt required to be made by December, 1967 
and then hy May, 1!l68 was actually completed by November, 
1970. Similarly, there was de1ay ranging from 1 month 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. 16000 as per terms of contract. The delay in 
delivery of plant and machinery and in erection is stated to have de-
layed 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 
tbe Corporation withheld Rs. 7.49 lakbs 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 decided to 
condone the delay and release the payment after adjustment/re-
covery of certain amounts to the extent of Rs. 2.5 lakhs. In effect 
the Corporation has lost the claim for liquidated damages to tbe 
extent of Rs. 16,000. The Committee feel that in both the con:tracts 
relating to construction of civil works and supply and erecbon of 
plant and machinery, because of the delays on the part of the Cor-
poration it could not sustain its claims against the contractor. The 
Committee recommend that the Corporation should learn a lesson 
from this experience and avoid such delays in future. 

5.54. The Committee are informed that a Monito~g and E~al~a
tion Cell has now been set up to coordinate and monitor all achvibes 
connected with the implemelltation of the new projects. They hope 
that atleast now such delays will be avoided and th" new projects 
will be completed as per schedule. 
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D. Defects in the Plant 

5.55. The Plant was Commissioned on 19th July, 1970, the gua-
rantee performance runs for individual units commenced from 21st 
March,. 1970 and continued upto 24th December, 1970. Though 
the performance efficiency of all the units of the plant, as stipulat-
ed in the agreement, had not been established by the plant 
suppliers, the plant was taken over by the Corporation on 12th 
September, 1970. 

5.56. Asked about the considerations which weighed with the 
Management in taking over the Plant when the Performance effi-
ciency of all the units of the Plants had not been established by 
the Plant suppliers, the chairman and Managing Director stated 
during evinence as follows:-

" ........ When we entrusted the whole work to the sup-
pliers, they completed at and handed over the plant to 
the owner. But they completed test performance either 
before or may be, in some cases, afterwar4s. In this 
case, we find from records that the Company had taken 
over the Plant from Mis. K.C.P. on 12th September, 
1970. The test performance in the case of the following 
units was given subsequently: 

1. Crushing Plant 

2. Raw Grinding Mill 

3. Coal Mill 

4. Cement Mill". 

5.57. In this connection, the Management statect in a Written 
reply as under:-

"As per the contractual obligations the plant and machinery 
suppliers have given the performance guarantees for all 
the ~ts of the plant and machinery. The date of 
12-9-1970 as the date of having taken over the plant is 
with respect to completion of erection of all the units ann 
the plant was under Cement Corporation of India's con-
trol. The suppliers had deputed their commissioning 
Engineers for the performance guarantees." 

:;.58. The representative of the evidence as under:-
"The plant will be taken over and the guarantee period is a 

lo~g period during which we run the plant. It is only 
during the period the plant runs that we come across 
these defects which can be pointed out. So, there is 
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no irregularity. Only when we run it, we will come te>-
know the defects." 

5.59. After all the units of the plant had been handed over,. 
certain defects began to be noticed by the Management in the 
various units. 

The details of the various defects together with their financial 
impact, wherever possible, and the remerUal steps taken so far, are 
enumerated below:-

(i) Crushing Plant 

5.60. Against the guaranteed output of 200 tonnes (85 per cent 
minus 10 mm. size) per hour (when fed with-run of mine lime-stone 
of not more than 750 x 750 mm. size or fed with H cubic yard sho-
vel) the crushing plant had been given only 160 tonnes output per 
hour. According to the Menagement, iIlhe guaranteed capacity 
'cannot be achieved because of defective positioning of push feener 
and hopper with respect to wagon tippler'. This defect had neces-
sitated the employment of labourers to push the blocked boulders 
manually. The additional expenditure 0 incurred on the employ-
ment of labouren for the period from September, 1970 (date of 
actual commissioning of the plant) to March, 1972 amounted to 
Rs. 21,500 (approx.). Mis. K.C.P. who did the erection, were 
responsible for this defective positioning. The daily requirement 
of lime-stone is around 1032 tonnes. It han been found that the 
Plan was not capable of running continuously and producing the 
required quantity lime-stone in one shift as originally contemplat-
ed. The Plant was, therefore, being run on two shifts, thus neces-
sitating empolyment of extra staff (11 persons costing approx. 
Rs. 28.512 per year on the basis of actuals for March, 1972). 

5.61. In this connection, hte Ministry stated (June, 1974) 8S 
follows:-

(a) "The Plant supplier Mis. K.C.P. had fulfilled the gua-
rantee tests with an output of 200 tonnes per hour. But 
granulometry of lime-stone was little 'Short for which the 
plant supplier has paid the penalty." 

(b) "Less production of crushed lime-stone from the crusher 
unit than guaranteec\ performance is not unusual pheno-
menon in the Industry as it is linked up with the win-
ning of lime-stone and its transport and tipping sequence. 
Since the system connected with the winning of lime-
stone and transport of lime-stone by means of dumpers 
into N. G. wagons and thereafter by tipping mechanism 
into the hopper in sequence could not be maintained at 
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200 tonnes per hour, hence spread o\Tet of the Operation 
of the Crusher in the seconri shift is necessary." 

5.62. The Management stated (August, 1974) that steps are 
being taken to improve synchronisation in winning, transporta-
tion, etc., of lime-stone for avoiding second shift working of the 
Crusher. 

5.63. During evidences the chairman and Managing Director in-
formed the Committee that normally test performance in the crush. 
ing Plant was given for 8 hours to 24 hours usually, it was 24-
hours. 

The gu.arantee period and the safety of the machinery was first 
6 months. In some cases, it was 12 months. Explaining 1he reasons 
for not achieving the guaranteed output of 200 tonnes per hour 
in the Crushing plant, the Chairm~n and Managing Director stated 
riuring evidence as under:-

"As per the records, we find that they have given test nor-
mally for the Crushing plant for 8 hours. During that 
8 hours, it was fulfilled. Subsequently, we find that we 
get an output of 160 tonnes instead of 200 tonnea per hour . 
Af; far as the Crushing Plant is concerned its Operation 
should be synchronised with the movement of lime..lStone 
cOming from the lime-stone quarry which is about 6 
miles away from the Crushing Plant. If the flow of 
lime-stone is continuous and its feeding into the plant 
is continuous, then we may be able to get an output of 
190 tonnes or even 200 tonnes. The only thing is that 
the size may be less for which we have penalised Mis. 
K. C . P . One of the reasons for this short fall is that 
we bring lime-stone in a train. When a train with 20 
wagons comes and is unloaded, there is-gap between this 
train and the next train. But the Crushing Plant con-
tinues to run, and the running hours are taken into ac-
count. On the other hand, there is no continuity of 
lime-stone during that gap, becauSe we do not have so 
many sidings. This train has to come to a particular 
point and then it is unloaded." 

• • • • 
"There is another defect. When the Crushing Plant is giving 

200 tonnes output, if you change its operation, it will give a slightly 
less output." 

• • • 
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"Suppose for 8 hours, the output is 160 tonnes. If we unload all 
i.he wagons without any breath, I think the crushing Plant can give 
an output of 200 tonnes even today. The main problem is that the 
continuity of the trains cannot be arranged properly. In between 
there is a break, say, for about half an hour. But we do not stop 
the Crushing Plant for half an hour. If we go on stopping it and 
starting it. So many times in a day, it is not good for the electric 
motor." 

5.64. The witness informed the Committee that the output of 
the Crusher Plant in 1970-71 was 163 tonnes per hour, in 1971-72, 
161 tonns and c\uring 1973-74, 187 tonns. 

5.65. The Committee pOinted out that the guaranteed Capacity 
could not be achieved because of defective positioning of Push 
Feeder and Hopper. The Chairman and Managing Director stated 
as follows:-

"First there is hopper. -It is a civil engineering BCC Cons-
truction where the lime-stone is unloaded. The push 
feeder from the hopper and the Conveyer feed the Crush-
er. There is the jaw Crusher and then there is a secon-
dary Crusher. K. C . P. have supplied the Primary and 
secondary Crushers. As far as the Crushers, are con-
cerned, there is no difficulty. It is only in the design 
of the hopper which is a civil engineering Construction. 
There is some defect in the hop!)er because of which the 
material does not flow in the ordinary course very smooth-
ly. So, we have to engage a labourer,. whenever it gets 
stuck up. We have to push it by a rod or a pipe." 

5.66. On an enquiry ,the witnesses stated that they had not 
made any changes in the hopper design because it was a concrete 
hopper and to make any changes in it was very difficult. If it was 
steel, they could cut it and weld it to increase the slope of the 
hopper. The witness informed that it were the machinery sup-
plier and the civil engineering Consultants who are responsible 
for the defective design of the hopper. 

5.67. Replying to a question about the recovery of Cost from 
the machinery supplier for the supply of defective design and the 
reasons for not getting it changen, the witness stated that as far 
89 the output or capacity was concerned the Corpoartion was able 
to maintain it but the loss was to the extent of the wages of the 
labourer. 

5.68. When Asked about action taken against the suppliers I 
erectc:llr8 who were responsible for defective positioning of push 
feeder and hopper with respect to wagon tippler in the crushing 
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plant, thereby necessitating employment of manual labour to push 
the blocked boulders and entailing extra expenditure? The 
Management stated in written reply that In the initial period of the 
operation of the plant, there was problem of keeping the sequence 
in the supply of limestone ann therefore, extra people were em-
ployed and the problem had since been solved. 

5.69. In order to avoid the running of the Crusher Plant in the 
second shift, it was stated as under:-

"Operation of crusher in one shift ,at Mandhar is posing prob-
lems 'due to following reasons: 

(i) There is a transportation problem of wagons, as the 
N .G. locomotives are very oln which have been pur-
chased from Railways. 

(ii) The limestone is being raised partly manually and the 
pits are located at different locations and partly mecha-
nically. 

(iii) Synchronisation of winning, transportation and tipping 
at the Crusher is time consuming factor, which makes 
single shift operation for feeding the plant diftlcult." 

5.70. It was stated that the extra expenditure on account of 
operation of 'the Crushing Plant in the second shift, could be taken 
to be Rs. 47,5001- during 1973-74. 

5.71. It was further stated that the Crushing Plant on an ave-
rage was worked for about 4 hrs. per day in an- 8 bra shift. The 
Staff employed in a shift was therefore not only utilised for operat-
ing the Crushing Plant but also for minor repair, preventive 
maintenance and clearing the jobs in the Crushing Plant. There-
fore, by splitting the second 'shift expenditure in the ratio of 2: 1 
towards operational expenditure, ann to repair and cleaning ex:-
penditure, the extra expenditure worked out -to Rs. 30,0001- (app.) 
only. 

5.72. The Committee regret to note that though the guarllntee per-
formance runs for the individual units commenced from 21st March, 
1970 and continued upto 24th December, 1970, and performance .. m-
ciency of all the units of the plant as stipulated in the al'l'eemcnt 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 surptised at tbe state-
ment of the Ministry that "there is no irreplarity. Only when we 
run it We will come to know the defeds'. The Committee have liven 
their comments separately in reprd to the defects noticed in the 
plants. 
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5.73. The Committtee note that as against the guaranteed output 

'Of 200 tonnes per hour the crushing plant had heen giving only 160 
tonnes per hour because of the defective positioning of the push 
feeder and hopper with respect to wagon tippler which necessitated 
employment of extra labour at a cost of Rs. 15000 per year to push 
the blocked boulders manually. The plant was· not capable of running 
continuously and producing the required quantity of 1032 tonnes 
in one shift as originally contemplated with the result that it had to 
be l'un in two shifts necessitating employment. of exIra staff costing 
about Rs. 30,000 per year. The plant supplier had fulfilled the 
guarantee test with an output of 200 tonnes per hour. but the granulo-
metry of limestone was little short for which the plant Mtpplier had 
paid the penalty. The spread over of operation to second shift was 
necessary because the sequence connected with the winning of 
the limestone, transport of limestone by means of dL'illlpers into 
wagons and thereafter by tipping mechanism into the hopper could 
not be maintained at 200 tonnes per hour. The Committee are 
infol'l1led that so far as crushers are concerned there was no dit'fi-
cuIty. It is only in the design of the hopper that there is It 

defect because of which the material does not flow smoothly. The 
machinery supplier and civil engineering consultants were respon-
sible for the defective design of the hopper. Though the Corpora-
tion was able to maintain the output or capacity, the loss was to the 
extent of t.he wages of the labourer. The Committee are also inform-
ed that though in the initial stage, there was the problem of keeping 
-the sequence of supply of limestone, the problem was solved by em-
ployment of extra labour. However, the main problem of maintain-
.ing continuity of trains still remained. The operation in one shift 
was posing problem due to (a) transportation beeause the N.G. loco-
motives purchased from Railway were very old; (b) raising of lime-
stone partly manualIy and partly mechanically; and (c) synchonisa-
tion in winning, transportation and tipping being a time consuming 
factor. The Committee are also informed that normally test perfor-
mance in crushing plant was given for 8 hours to 24 hours and it was 
usualIy for 24 hours. The Managing Director stated during evidence 
"as per records we find that they have given test £6r 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 ton-
nes per hour. The Committee fail to understand as to why the Cor-
poration had not insisted on a guaranteed performance of in.tegrated 
working of t.he plant with aU its operations for the usual perIod of 24 
hours according to the agre('tnent. The Committee are distressed to 
note that no action was taken against the civil enginee~ng contractors 
and supplier of plant and machinery who a~e responsIble for t~e de-
fective positioning of feeder and hopper whIch had resulted In ern-
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p)oyment of extra labour with a recurri.., expenditure of as. 15,800 
per year. The Committee recommend that this matter should be In-
vestigated with a view to fixing responsibility Rnd the Committee 
informed of the results. The Committee would also like the Corpora-
tion to study the problem of maintaining continuity of trains and 
maintenance of locos with a view to evolving a solution in the in-
terest 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 manual and partly by me('h-
anical operations In the context of maintaining continuity of supply. 

(ii) Raw Grindi.ng Mill 

5.74. The guaranteed out put of 50 tonnes per h:mr of the Raw 
'Grinding Mill on dry basis was obtained at the time of guarantee 
test by working the Mill below 80 per cent of the full load. The 
Works Manager of the Plant reportec\ to the Head Office of the 
Corporation that, owing possibly to the wrong specifications and 
defective materials used by the supplier, the flexible coupling to-
wards Mill end and the Pinion and girth gear of the Mill were 

'Wearing out fast even with 80 per cent of the load. As the agree-
ment only provided for free replacement of any equipment becom-
ing unserviceable on account of any defect in the materials used in 
Its manufacture or defective workmanship within a period of six 
months from the date of commissioning of the machine, the sup-
pliers refused to own any responsibility for these defects. 

5.75. According to the instructions of the suppliers, the Corpo-
ration installed in November, 1970 an oil cooler as a result of which, 
pitting was stated to have stabilised. The oil cooler was supplied 
.by the suppliers free of cost. 

(iii) Coal Mill 

5.76. Though the guaranteed out put of 10 tonnes per hour of 
the Coal Mill was obtained during the guaranteed perfonnance 
test, outlet Bangs bolts failed and the mill went out of alignment 
after 11 years of its working, resulting in small pieces of grinding 
media and coal powder coming out and contaminating the lubri-
<!ants. This also damagec\ the girth gear and pinion. 

5.77. The Management stated (May, 1973) that the cost of bolts 
was Rs. 500 only and that 'no expenditure was incurred on the girth 
gear and pinion which were run after cleaning and changing the 

lubricant. It had further been stated (March, 1974) that the Coal 
Mill was running satisfactorily. 
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5.78. WhEn asked whether the Raw Grinding Mill anl\ the Coal 

Mill were now giving guaranteed output, the representative of the 
Corporation stated as under:-

"The raw grinding mill and the coal mill are running to our 
requirements, but not to the guaranteed output which was 
given by the 'plant supplier as guaranteed output depends 
in the replenishment of the many components. The mill 
consists of many components which wear out in course of 
operation and they have to be replenishec\." 

5.79. Asked about the period of the guarantee agreement and 
upto what time was it valid, the witness state: 

-

"Normally the agreement for the performance guarantee is. 
given according to process engineering. Normally for 
the crusher it is 8 hours, for the Kiln, it is 24 hours, for 
the raw grinding mill, it is 24 hours etc. Recently w& 
have introduced a guarantee for a sustained production 
for seven c\ay continuously. At the tUne of the agree-
ment there was no such element of sustained production. 
They have fulfilled the guarantee stage after the plant 
had gone into operation .. , ..... ". 

5.80. In connection with guarantee, Period of Production, the 
Management stated in a written reply as under:-

"At. per the contract with the machinery suppliers, the gua-
rantee and the penalties are summerised below:-

On completion of erection of each unit of the plant it sliall 
be put to trials runs by the Corporation under cUrec-
tion of suppliers representative. Formal performance 
test shall be given by the suppliers in presence of Cor-
porations representatives. In these tests if the stipu-
lated performance with a margin of 3 per cent to allow 
for instrument & measurement errors are arrived in a 
test of 24 hours for all the machines except the kiln 
and Kiln control, and in the case of Kiln and Kiln con-
trol a continuous run of 48 hrs., the performance 

guarantee given by the suppliers shall be deemed to be 
complete for such machines. If the stipulated perfor-
mance is not reached, the suppliers shall compensate the 
Corporation by payment of nominal liquidated damages 
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ment of nominal liquidated damages as provided in the 
agreement, which are briefly indicated below:-

------------------- -
CrusJ-.ing 

Raw Grinding 

Kiln 

Coal Mill 

Ce;rent Grinding 

Pllcking 

Liquidated damage 8 
payable ptr tor.r.e 

shortfaU 

Rs. 3000/-

Rs. SOOf"l/-

Rs. 30001-

Rs. Isooo/-

Rs.20000/-

Rs. 1000/-

5.81. The Committee note that the guaranteed output of 50 tonnes 
per hour of the Raw Grinding Mill On dry basis wa'J obtained at the 
time of parantee 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 wrong specifications and defective materials 
used by the suppliers. As the period of six months from the dAte of 
commissioning during which free replacement of tbe equipment could 
be obtained had passed, the suppliers refused to own any responsi. 
bility for these defects. The Mill is not running to the paranteed 
output and many of the components have worn out in course of 
operations and they have to be replaced. The Committee cannot 
understand why the guarantee test was done by working below 80 
per cent of the full load and not with full load. The Committee are 
Dot sure whether tbe guaranteed performance Wftl' established after 
24 hours of working as stipUlated in the agreement. They would like 
the Government to examine the matter and detemline whether the 
initial lapse of not conducting the guarantee test with full load bad 
Dot resulted in the wrong specifieations and defective materiAl reo 
maining undetected within the guarantee period causing recurring 
loss to the undertaking, and if so, who was responsible for th .. IRpse. 

. 5.82. The Committee also note that tbougb guaranteed output of 
the coal mill was obtained during the guaranteed. performaDce test, 
the outlet flange bolts failed and the mill went out of alilllment 
after Ii years of working resultin& in small pieces of crinding media 
and coal power coming out aDd contaminating the lubricants and da-
maging the girth gear pinion. ThoUlh these defects have heen set· 
right, the Committee are informed that both the raw ,rinding mW 
754 LS-7 
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and eoaI mll1 are not ruDIling to the guaranteed output as guaran-
teed output depends on the replenishment of many parts. The Com-
mittee are also informed tbat performance guarantee for Raw Mill 
was for 24 bours and the Corporation bas recently introduced a 
guarantee for a sustained production for 7 days continuously. At tho 
time of agreement, as there was no such element of sustail1ed pro-
duction, the Committee feel that. this factor should have been takeD-
into account and suitable clauses stipulated in the agreement. 

5.83. The Committee bope that the Corporation/Government "fir 
learn a lesson from the experience and ensure that clauses for gua-
rantee performance in agreements should provide for a sustained pro-
duction for a continuous period with deterrent penalty for failure. 
Tbe Committee would like the Government to issue suitable instruc-
tions in this regard for the guidance of all the public undertakings. 

(iv) Kiln 

5.84. Although the performance guarantee from 17th to 19th Nov-
ember, 1970 gave an output of 672.5 tonnes of clinker per day as 
against 600 tonnes envisaged in the agreement, the follo.wing defects 
were noticed in the operation of the Kiln:-

(a) The dust catching arrangement was inadequate and dust 
refeeding system unsatisfactory. The dust loss was 
abnormally high. It was 14 to Hi per cent (approx.) as 
against 6 to 8 per cent (approx.) or even less in the case 
of other wet process kilns in India. The less on account 
of extra dust during 1970-71 and 1971-72 was estimated at 
Rs. 2.24 lakhs and Rs. 2.20 lakhs respectively. 

(b) The clinker temperature at the outlet of the cooler was-
persistently high. 

5.85. In the meeting of the Board held in January, 1972, it was 
reported that in the dust collector of conventional design supplied 
by Mis. KCP only dust particles up tOt 40 micrones could be arrested. 
But the physico-chemical characteristics of the slurry made from the 
lime-stone available at Mandhar without any argillaceous materials 
and having no binding material in it were prone to breaking due to 
low strength of neddules, thereby causing excessive dust formation. 

!i.e6. Complete elimination at dust was not considered possible 
unless electro-static precipitator was installed. As the cost of 
electro-static precipitator was quite high and its operating results 
were not encouraging, it was proposed to install a multicyclone to 
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arrest the dust up to 6-7 microne size. TQ improve the production 
of the kiln from 600 tonnes to 700 tonnes per day, introduction of a 
dust insufflation to recirculate the dust, in addition to multicyclone 
to arrest the dust loss, was also prQPOsed. As regards cooler, certain 
modification at a cost of Rs. 16.74 lakhs were envisaged. 

5.87. The total capital outlay for minimising the dust losses, modi-
fication of the cooler, etc. was estimated at Rs. 35 lakhs (including 
Rs. 1.5 lakhs as engineering fee), which was approved by the Board. 
The scheme was yet (March, 1974) tQ be implemented. 

5.88. As the chemical characteristics of the lime-stone deposits 
available in Mandhar area were tested by the Corporation before 
deciding upon the location of the plant and the same were also tested 
by Mis K. C. P. Umited before designing the plant, the circumst.an-
ces under which the above characteristics of the lime-stone could not 

. be taken care of by the Corporation at the time of preparation of the 
Detailed Project Report and by the suppliers at the time of designing 
the Plant were not clear. 

5.89. As regards the dust loss and the high temperature of the 
clinker, the Ministry stated (June, 1974) as follows:-

<a) After opening of the quarry at Mandhar radical changes in 
the lime-stone were observed in respect of physico-chemi-
cal characteristics. Because of this, there was exces,ive 
fine raw meal dust formation in the chain zone which is 
difficult tQ arrest in the .conventional type dust collecting 
device supplied by Mis. K.C.P. 

(b) "Variation in the clinker temperature is not t'n unusual 
feature and it has not affected either the operation of the 
plant or the quality of the cement. The reason for occa-
sional high temperature of the clinker at the outlet could 
due to erratic burning phenomenon for variation in quali-
ty of coal and also the fixed speed of the cooler as the 
eddy current coupling supplied with the main plant went 
out of order." 

5.90. When asked about the percentage of dust-Ios,'1 in the kiln 
during 1972-73 and 1973-74 as well as financial loss incurred on this 
acco.unt, as under: 

"The dust loss in rotary kiln is difficult to assess. However, 
the dust loss can be evaluated from the consumption of 
lime-stone per tonne of cement. This loss apart from loss 
through chimney can be attributed to those at different 
transfer points of the crushed Ume-stone during the course 
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of hadling. However, the actual consumption of lime-
stone per tonne of cement in the year 1973-74 for Mandhar 
was 1.54 tonnes compared to 1972-73 consumption at 1.57 
tonnes. In 1973-74 loss of dust was almost normal. Thus, 
compared to the consumption of lime-stone in 1973-74, loss 
on account of dust during 1972-73 may be construed to be 
3 per cent more than the normal, the value of which is 
estimated at Rs. 0.78 lakhs." 

5.91. The Chairman and Managing Director admitted, during 
evidence that for li years, in the initial stage, dust loss was high. 
If the machinery would have been properly designed, that much loss 
would not have been there. 

However, after the proposed modification, the Production would 
increase by abOtut 20 per cent. 

5.92. When enquired as to, how the dust losses had been arrived • 
at by the Corporation, the Management stated in a written reply 
that the dust losses had been estimated by physical verification or 
lime-stone and clinker stock and taking into consideration the con-
sumption norm for lime-stone per tonne of clinker. There was an 
instrument for measuring dust but it did not give realistic measure-
ment results. The dust loss was based on ad.hoc estimates based on 
experience. 

5.93. When enquired about the norms of dust losses in the cement 
industry, the representative of the Corporation stated as under:-

"Dust loss in the Cement industry cannot be determined pre-
cisely. It may vary from 2 per cent to 8 per cent--eVf"n 
more and that also varies from process to process whether 
wet process Or dry process and depending upon the effici-
ency of dust collector ...... for the wet process which we 
have, it may vary from 6 per cent to 15 per cent depending 
upon the efficiency of dust collectors, characteristics of 
noddules and design of Kiln chain section." 

5.94. In a written reply, the Management further stated as 
lUlder:-

"In Mandhar and Kurkunta CCI are having settling type dust 
collectors. The dust formation and mode of arresting dust 
inside the Kiln is also of paramount importance to reduce 
the lead on dust-collector. At Kurkunta dust formation is 
low compared to Mandhar. This is due to reason that in 
Kurkunta argilaceous materials are used which act as 
binder increasing strength of noddules and thereby depres-
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sing the dust formation and whereas at Mandhar no argil-
laceous materials can be incorporated and here water acts 
as binder and as soon as water dries up and also due to 
impact of chain the noddlus are broken giving rise to sub-
stantial dust formation. Depending upon physico chemical 
characteristics of raw meal and design of insertions inside 
the kiln dust loss in wet process kiln having dust settling 
chamber may very from 6 to 8 per cent or even more. But 
this loss also is based on visual inspection only. In Man-
dhar cement factory loss was higher but later on by modi-
fying the chain section and also by extracting lime-stone 
from different strata and blending the same, the dust loss 
has been brought down. Further improvement will be 
made in arresting dust by incorpating cyclone type dust 
collectors. 

The plant and machinery syppliers are not inclined to give 
guarantee of dust loss or consumption of raw materials 
for the production clinker. 

In dry process, KIin dust loss is much higher compared to wet 
process. Therefore, for new dry process p~ants to be ;m-
plemented in the Fifth Five Year Plan, eleritrostatic pre-
cipitators ha-ve been proposed." 

5.95. Enquired about the physico chemical characteristjcs of lime-
stone obtained at the time of designing the Plant and those o,btained 
after opening the quarry, the Management stated in a written reply 
as under:-

"While placing order for the plant, CCI had no proper facili-
ties to determine the physico-chemical characteristics of 
raw materials. The plant supplier have supplied a stan-
dard plant at Mandhar with conventional dust arresting 
system. On actual performance of the raw meal in the-
kiln, it was established that the raw meal was prone to 
breaking, giving rise to higher dust formation in the chain 
sections. The Cement plant suppliers do not give any gua-
rantee about consumption of lime-stone or dust loases. 
Later on, after evaluation of different strata of lime-stone 
at the quarry and blending and pre-blending system adop-
ted and also due to m~iflcation of chain system, this dust 
loss h86 been brought down." 

5.96. In regard to the introduction of a dust insufHation to re-
circulate the dust installion of multicyclone to arrest the dust loss 
and modification of the coJIer in order to improve the production of 
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the Kiln, the Chairman and Managing Director stated during evi-
dence as under:-

"For Mandhar, we have two proposals, one for expansion and 
another for modification. The necessary modification is 
in respect of use at. dust in the process by installing dust 
insuffiation machine. All the machine have come and we 
have taken up civil engineering and we hope the whole 
will go into operation by October/November, 1975." 

5.97. As for the reasons for delay in execution of this scheme 
which was approved by the Government in October, 1972 the witness 
stated:-

"One at. the suggestions given by the Consultants was to use 
heat resistent steel which we are not !ible to get in India. 
Import also is very difficult. So We have formed out in 
Consultation with the consultants an alternative and in 
the meanwhile we are making arrangements for import-
ing it. That is taking some time." 

5.98. In this connection, the representative of the Ministry stated 
during evidence as follows:-

"I would right in the beginning confess that there is a delay 
in establishing a kiln there. The fact is that there is a 
delay in implementing this .o:;mall scheme which is costing 
Rs. 32.90 lakhs and we are now expecting that this will be 
completed in another six months time, by the third quar-
ter of 1975. ·One point which was always bothering us was 
that this would require shut down of the plant and we 
kept on staggering. Now, most of the work has been 
done. Civil work has been started. Machinery has start-
ed arriving. During the next six months, it will certainly 
be implemented." 

5.99. When asked whether the eddy current coupling supplied 
with the main Plant has been put in order and whether it had been 
established that high temperature of the Kiln was also due to erra-
tic burning phenomenon caused by variation in quality of Coal, the 
Management stated in a written reply as under:-

t' 

··The eddy current coupling supplied with the main plant and 
machinery has been replaced with an alternative arrange-
ment. The high temperature of clinker has not come 
down appreciably. It cannot be specifically established 
that the high temperature of the clinker was due to erra-
tic burning phenomenon caused by the variation in the 
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quality of coal since the phyro processing at incipient 
point of clinkerisatiop is a complicated one and many fac-
tors are involved including the variation in the quality of 
Coa!." 

5.100. The Committee enquired the c.ircumstances under which 
the chemical characteristics of the lime-stone deposits available in 
Mandhar were not taken care of before deciding upon the location 
.of the plant. The representative of the undertaking stated during 
evidence as under: 

"According to the release of funds by the Government of 
India we placed orders in 1966 for two plants--one at 
Mandhar and another at Kurkunta. These raw materials 
were tested only for the chemical composition to deter-
mine whether lime-stone was cement grade or not. On 
the basis of that, the order was placed with MIs. K.C.P. 
and another with Walchandnagar Industry to supply, 
what is called, almost a standard wet process plant with 
the standard type of dust arresting system by large in 
vogue in the co.untry. But after opening up of this quarry 
we found that the lime-stone available was found to be 
erratic in nature. There was high percentage inter-cala-
tion of the clay, inter-calation of shale containing high 
percentage of Alumina in the lime-stone. This was not 
foreseen at the time of preparation of the project rep~t." 

5.101. In reply to a question as to why it was not foreseen, the 
witness stated: 

"When we made the drilling we only determined the avail-
ability of cement grade lime-stone, other physico-chemical 
Characteristics were not determined by us." 

5.102. Replying to another questiOlll whether this practice was 
followed by all the plants, the witness stated: 

"Yes, Sir. Normally, the practice is that on the basis of avail-
ability of lime-stone reserves and chemical compositions 
of the lime-stone, we formulate the project.Report with-
out go.ing into details of its furnace, physical characteris-
tics, noddule formation and strength characteristics and 
how much quantity of argillaceous material could be added 
precisely. But when we take a decision to go ahead with 
the project, we supply the material to the party to get the 
raw material test evaluated in all respects, to get the re-
quired data for tbe designing and sizing on the various 
equipments and other auxiliary equipments." 
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5.103. The Committee pointed out that a representative lime-
stone sample of 300 tonnes was supplied by the Corporation to MIs 
K.C.P. and there also it was found having resistance to crushing and 
grinding. They enquired about the reasons for not taking care of 
these things while giving them the specification for the different 
componf'nts, when it was known to the Corporation that the lime-
stone was of marginal quality and of higher hardness. In reply the 
representative of the Corporation stated during evidence as fol-
lows:-

"This was not known befo.re the order was placed ...... When 
this was communicated, the plant and machinery supplier 
came forward saying that the crusher which waE proposed 
to be supplied to us had to be re-designed but at that time-
this dust formation characteristic was not evaluated by 
them. It came to be known when they used that mate-
rial and after that w_e have made some changes ourselves 
arrest dust loss and dust loss has come down considerably.'" 

5.104. The Chairman and Managing Director, however, admitted 
that a representative sample of 300 tonnes could have been sent be-
fore placing the order for plant and machinery instead of sending 
it after placing the order. 

5.105. The Committee note that although the performance-
guarantee of Kiln 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 unsatisfac-
tory, the dust loss was abnormally high and the clinker tempera-
ture at the outlet of the cooler was persistently high. It was re-
ported that the physico-chemical characteristics of the slurry made 
from limestone available at Mandhar withovtt any argillaC'f>Ol1s 
materials and having no binding material in it were prone to break-
ing due to low strength of nodules, thereby causing excessive dud 
formation. The Committee see no reason why these physico-chemi-
cal characteristics of the limestone deposits at Mandhar wbich 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 prepara-
tion of D.P.R. and by the suppliers at the time of desiJClling the 
plant. The Committee are informed that while placing orders for 
the plant, CCI had no proper facilities to detennine the physico-
chemical characteristics Of the raw materials and plant suppliers 
have supplied a standard plant with conventional dust arrestinc 
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 ordeli:i were placed 
for wet process plant with standard dust arresting system. After 
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opening of quarry, the limestone avaHaltle was found to be erratie 
in natUl'e. The Managing Director admitted that "when we tab a 
decision to go ahead with the Project, we supply the material to 
the party to get the raw material test evaluated in all respectl!I, to 
get the required data for the designing and sizing on the vuious 
equipments and other auxiliary equipments". The Committf'f" are 
surprised that in spite of thi's, this information was not supplied to 
Mis KCP. 

5.106. 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 placing the 
orders. Due to these lapses on tbe part of tbe Corporation, the plant 
supplier supplied a standard plant for Mandbar with a conventlona' 
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 aU this is tbat dust losses in the plant were high and in 
1972-73 alone. the value of dust loss over and above the normal 10!l~ 
was estimated. to be Rs. 0.78 lakh. The Managing Director admit-
ted during evidence that 1f the machinery could have been proper-
ly designed that much loss would not have been there. Even though 
a S11/lO 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 unbappinesli 
at the routine and casual manner in which the DPR appears to have' 
been prepared and the orders for plant were plaeed. 

5.107. The Committee reeommend that Government should in-
vestigate the whole matter with a view to 8xb1g responsibility and 
draw lessons in the future. 

5.108. The Committee note that a scheme for modifications to be 
made in the dust collecting system and arresting the dust 10ssf'S; 
etc. had been approved by Government as early as October, 1972 and 
this scheme has not been implemented so far. The Ministry have 
admitted tbat 'there is delay in implementing tbis small scheme 
which is costing over Rs. 32 lakbs and we are 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 without further delay in 'the interest of arrestinr dnst 
losses. 

(v) Cement Mill 
5.109. The guaranteed output of 35 tonnes per hour within the 

specified limits was achieved during the guarantee perfonnance test. 
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but due to the development of severe pitting in the gear box, the 
Mill was being run at a low load, resulting in lower output vary-
ing between 60-70 per cent of the rated capacity. The girth gear 
and pinion were badly damaged due to defective materials. Be-
sides, the following major break-down occurred due to faulty designs 
and defective materials: 

(a) Crack in the shell at the joint of the first manhole door. 
(b) The torsion shaft sheared off from the flange. 
(c) The flexible coupling towards the mill end failed due to 

complete smashing of the teeth. 

5.110. As a result of break-down of torsion shaft and coupling 
in January, 1972, the Mill remained shut for nearly 600 hours 
(loss of production @35 tonnes per hour being 21000 tonnes). The 
Corporation obtained the torsion shaft and coupling On loan from 
MIs. Assam Cement Limited on the condition that these would 
be replaced within five-six months. Simultaneously, the Corpo-
ration arranged for the import of equipment from France at a 
<::.\I.F. price of 55,805 francs (Rs. 74,000 approx.). The equipment 
was in transit. 

5.111. The Management stated (March, 1974) that, after the ins-
tallation of oil cooler in November, 1970, the pittings in the gear 
box, girth gear and pinion had stablised and the mill was run-
ning without trouble. 

5.112. When asked about the loss in terms of value and pro-
duction on account of the faulty design and defective materials in 
the cement mill, and whether any responsibility had been fixed, 
the Management stated in a written reply as under: 

"After the Cement Mill went into operation some pittings 
were observed in the girth gear. As a precautionary 
measure, the loadings in the Cement Mill were brought 
down to avoid further pittings. This matter was refer-
red to MIs K.C.P. who in turn referred the same to MIs. 
CUREON, Francs. On their advice oil cooler was ins-
talled in November, 1970. The pitting gradually stabilis-
ed and loadings in the mill were increased. 

It is difficult to indicate the losses in terms of money as 
there were some teething troubles also being the first 
year of production." 

5.113. When asked whether any responsibility had been fixed 
for faulty desIgn and defective material, the Management stated 
as follows: 



"It was not possible to fix responsibility either on machinery 
supplier or on erection defects as the Cement Mill had 
functioned effectively for 2 years since commissioning 
and had produced 4.00 lakhs tonnes of Cement before 
the breakdown occurred." 

5.114. The Committee were informed that the break down of 
the Torsion Shaft with gear coupling of the Cement Mill was due 
·to fatigue. When asked whether the fatigue in the Torsion Shaft 
was due to defect in the design or defect in the material, the Ma· 
nagement in a written reply stated that it was difficult to quantify 
fatigue. It was, however, stated that the Mill was now running 
satisfactory. 

5.115. 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 be 
run at a low load resulting in lower output varyinr between 80· 
70 per cent of the rated capacity. Besides, the major break-down 
of torsion shaft and certain other breakdowns due to faulty designs 
and defective materials caused stoppage of the Mill for nearly 
800 hours in January, 1972 resulting in loss of production 01 
21,000 tonnes. 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 defecta have since been attended to and 
the MUi is now stated to be running satisfactorily. It appears thaC 
lDlder the present scheme of things it is not normally possible to 
hold the plant supplier responsible for any defect in the working 
of the machinery after guarantee period. But if after the parantee 
period, any plant breaks down not due to design defect, but due 
to the material, 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 Com-
mittee would like the Government to examine this matter from 
legal angle and if necessary, consider whether the responsibility 
of the plant supplier for using defective material, even if the de-
fective material is detected after the guarantee period, calUlot be 

explicitly incorporated in the agreement for supply of plant and 
machinery. 

(vi) Packing Plant 

5.116. Though the guaranteed' output of 60 tonnes per hour (a 
bag weighing 50 Kgs. net) of each packing machine was achieved 
during the guarantee performance test conducted on 5th October. 
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1970, the following automatic devices of the Plant had not been 
functioning since installation:-

(a) Level controller of 50 tonnes hopper. 

(b) Automatic starting and stopping of rotary feeders in re-
lation to level of cement in the rotary packers. 

(c> Automatic release of bags after being packed from the' 
machine to slat conveyor. 

(d) Two mobile bag conveyors provided for loading cement 
bags directly into the wagons on either side of the pack-
ing plant and installed in February, 1972 after carrying 
out modifications free of cost by the suppliers. 

5.117. As a result of the non-functioning of the above-referred 
automatic devices, the Corporation had to get the work done 
manually. The Management stated (May, 1973) that the mobile 
bag conveyors were not being operated because the contract labour 
was not habituated to work with this type of arrangement and 
were being gradually tried for the job. 

5.118. In this connection, the Ministry stated (June, 1974) as 
follows: 

(1) The Automatic devices/equipments referred to at (a), 
(b) and (d) are functioning with effect from November, 
1973, April, 1972 and November, 1973, respectively. As 
regards item (c), frequent clearing of the equipment 
would be necessary to keep it functioning, thereby lead-
ing to stoppage of packing plant. It is, therefore, a nor-
mal feature in cement plants to engage manual labour 
for releasing packed bags. 

(ll) No extra labour was engaged for items (a) and (b), as 
these required only occasional checking during operatton 
which was being attended to by the staff working in the 
packing plant. 

(iii) As regards item (d), manual labour has to be engaged 
for lifting the bags from the mobile bag conveyors and 
proper stacking of the same in wagons/trucks. 

5.119. When asked about the reasons for non-functioning of the 
various automatic devices/equipments of the Packing Mill, and 
whether it was necessary to procure the automatic equipment, 
when there was a normal feature in cement plants to engage 
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manual labour for releasing packed bags, the Management. in a 
written reply stated as under: 

"The packing plant established at Mandhar is an imported 
one. Due to environmental conditions of heavy dust 
which prevails in the packing Plant, these automatic de-
vices do not work after some time and to our knowledge, 
these are not working in other units also. To control 
manually, two persons are employed per shift ....... . 
The total cost of packing plant is Rs. 8,36,232/-. 

5.120. The Committee note that the Corporation procured a 
packing plant at a cost of Rs. 8.36 lakhs and though the guaranteed 
output of 60 tonnes per hour of each packing machine was acbiev-
ed during the guarantee performance test, certain automatic de-
vices of the Packing Plant had not been functioning since installa-
tion with the l!esult that the Corporation bad to get the work 
-done manually. The Committee were informed that the Packinc 
Plant was an imported one and due to environmental conditions of 
heavy dust which prevailed in the Plant, these automatic devices 
did not work after some time and to the knowledge of the maDage-
ment these were not working in other units also. If these auto-
matic devices do not work satisfactorily in cement plants in lene-
ral, the Committee 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 
Committee would like the Government and the Corporation to exa-
mine the desirability of procuring such automatic devices for puking 
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 fundion 
smoothly. 

5.121. The Committee note that the automatic devicetl have 
-started functioning from November, 1973. In spite of the mobile 
bag conveyors functioning now, manual labour has to be eqaged 
for lifting the bags from the mobile bag conveyon and proper 
stacking of the same in wagons/trucks. The Committee recommend 
that the Corporation should in the interest of fuller utiliution 
of the mobile bag conveyor consider elimination of manual labour 
and avoid the expenditure thereon. 

(vii) Formation of a Committee to go into the question of 
quality and performance of the plant and machinery 

5.122. It is noticed from the minutes of the Board meeting hpld 
on 4th March 1972 that the Ministry of Industrial Development had 
formed a Committee consisting of Industrial Adviser, DGTD, Chief 
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Engineer of MIs K.C.P. and Chief Project and Development Officer: 
of the Corporation to visit Mandhar and 'give its recommendations-
regarding the quality and performance of machinery supplied by 
MIs K.C.P. to the Corporation. 

5.123. On 24th December, 1971, the Corporation apprised the 
Ministry of Industrial Development and the D.G.T.D. of the defects 
in the plant and machinery supplied by Mis. K.C.P. The Corpora-
tion also sent its further comments on the observations of MIs K.C.P. 
on the various pOints. Subsequently, a meeting was held in the room 
of the D.G.T.D. and a general discussion took place regarding the 
background of the dispute between the Corporation and MIs K.C.P. 
It was decided that a meeting of the Corporation and MIs K.C.P. 
could be called to settle the differences, wherein the representatives 
of the D.G.T.D. would also be present. 

5.124. Accordin'gly, a meeting was held on 25th January, 1973 in 
the Ministry wherein representatives of D.G.T.D., Corporation and 
MIs K.C.P. were also present. 

5.125. The follOWing decisions were taken in the meeting in full 
and final settlement of all the disputes:-

(a) Defects in the plant and machinery. 

(i) Crusher plant and transport 

As the granulometry of the crusher's final product fell short of 
guaranteed figures by 4 per cent i.e., 8 tonnes in terms of loss in 
prodUction, after allowing 3 per cent for error of measuring eqUip-
ment, the Committee decided to levy a penalty of Rs. 24,000 @ Rs. 
3,000 per tonne. 

(ii) Slun-y grinding plant 

Cement grinding mill 

The matter was dropped. 
(iii) Rotary Klin and clinker transport 

AJJ the equipment was not giving the required performance, it 
was decided that 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 may be recovered from the outstanding dues. 

(tv) Inadequacy of compressed air 

It was decided that MIs K.C.P. shOUld agree for deduction of Rs. 
80,000 towards the cost of one compressor. 
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(b)Due. cgcrinst custotm duty etc. 

." . 

A sum of Rs. 57,448.58 was decided to be recovered on thw 
account. 

(c) Other claims 

A lump-sum amount of Rs. 1.44 lakhs which included the cost of 
an additional compressor was decided to be recovered from the dues 
of Mis. K. C. P. in satisfaction of all other claims of the Company. 

As against the above decoveries aggregating Rs. 2,50,448.58, the-
dues payable to Mis. K. C. P. worked out as follows:-

(i) s% bllance plyment against supply contract 

( ii) Balance amount of customs duty 

(iii) B~l,mce amount of sales tax • 

Rs. ,.49,J50·4O 

Rs. J ,66,426 , 78 

Rs. 24,342' 78 

Rs. 9,39.919'96 

The net amount of Rs. 6,89,471 was paid by the Corporation to 
Mis. K. C. P. on 27th March, 1973. 

5.126. When asked about the considerations which weighed with 
the Ministry in forming the Committee to examine on the spot the 
quality and performance of the machinery supplied by the plant 
suppliers, the Ministry in a written reply stated that-in December~ 
1971, the Managin'g Director of Cement Corporation of India reported 
to the Ministry about detection of certain defects which had develop-
ed in the cement plant of Mandhar supplied by Mis. K. C. P. Ltd., 
Madras. After detailed discussion held with the Managing Director 
of K.C.P. and tlie Industrial Adviser (Engineering) DGTO it '\\"as 
decided that the Industrial Adviser, the Chief Engineer of K.C.P. ana 
Chief Engineer of C.C.I. should jointly visit the plant in order to 
identify, the defects so that corrective steps could be taken expe-
ditiously. 

5.127. When enquired as to how the Ministry ensured the quality 
and performance of the machinery in the absence of a report from 
the said COmmittee, the Ministry in a note stated as under:-

''The defects in the cement machinery supplied by Mis K.C.P. 
Ltd. to the Mandhar Unit were discuased in a meeting 
held on 6th October, 1972, under the Chairmanship of the 
then DGTO which was attended by the Industrial Adviser 
DGTO, oftlcials of CCI and representatives of this Minis-
try. It was decided that a meeting of repreaentatives of 
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CCI and MIs K.C.P. Ltd. would be called to settle the 
differences and that in that meeting the representatives of 
the Ministry and DGTD would also be present. Accord-
ingly a meeting was held on 25th January, 1973 which was 
attended by the Deputy D.G., the LA. (EngIneering) 
DGTD, the concerned D.O., DGTD, Dy. General Manager, 
K.C.P. Ltd. and C.P.D.O., CCI. The Corporation as well 
as the K.C.P. presented their cases. Since the relevant 
parties were present at the meeting and represented their 
respective view point, it was considered appropriate not 
to wait for the completion of their work by the Commit-
tee earlier proposed." 

5.128. When asked whether the Ministry considered a penalty of 
Rs. 24,000 in respect of crusher plant and Rs. 25,000 in respect of 
kiln as adequate compensation for the recurring losses entailed by 
the non-fulfilment of performance guarantee in respect of these 
<Units, the Ministry stated in a written reply as under:-

"As regards defect in the crushing plant, it may be stated 
that the crusher had fulfilled its guarantee to produce 200 
tonnes per hour. However, the granulometory of the 
crushed final product fell short of guarantee figures by 
about 7 per cent. In the performance guarantee test of 

3 per cent was taken for the errOr for measuring equip-
ment. Hence it was considered that the crushing equip-
ment had failed to give 4 per cent of the guaranteed granu-
lometory tests. Translating it into loss in production, it 
came to 8 tonnes. As t~e agreement provided for a penalty 

of Rs. 3,000 per tonne of loss,' the Committee worked out 
the total loss at Rs. 24,000 which was imposed as penalty 
on MIs K.C.P. Ltd. No further penalty could be imposed 
as the contract did not provide for liquidated damages. 

In regard to defect in the kiln, Mis K.C.P. pointed out that 
.'generation of excessive dust was due to the type of lime-
stone available at Mandhar. The dust settling chamber 
offered by them and agreed by the CCI could not arrest 
this dust. The Cement Corporation of India however, 
stated that the dust recovery system provided by MIs. 
K..C.P. was not capable of feeding back the entire dust that 
was being collected. The Committee, after taking note of 
the position as explained by both the parties d(>Cided that 
a sum of Rs. 25,000 representing approximately 80 per cent. 
of the cost of equipment supplied by MIs. K.C.P. for dust 
ncovery system should be recovered from the K.C.P. 
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It will be seen that keeping in view'the terms of the contract 
and the circumstances of the case, the penalty of Rs. 

24,000 on account of defects in crusher plants and 1-.s. 
25,000 in respect of defects in kiln were quite rea~()nable." 

5.129. 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 t.he Corporation and the plant supplier were present 
and after considering pros and cons of all the matters, recoveries 
aggregating to &t. 2,50.448.58 in terms of the contract were made 
from the plant supplier. Even if the amount of penalty realised' 
from plant supplier for the defective machinery may be reasonable 
in terms of the contract as stated by the Ministry, how far this 
amount is an adequate compensation for the low production and 
UDder-utilisation of the plant. is a point which the Committee would 
like the Government to consider while assessing the overall perform-
ance of the plant supplier and derive lessons therefrom. 

E. Quarry Operations 

(i) Delay in introduction of mechanical opera.tions 

\130. The Detailed Project Report envisaged mechanical opera-
litn the quarry and accordingly a provision of Rs. 16.12 Iakhs was 

\ therein for the acquisition ot plant and maehinery for this pur-
(Actually, however, the Corporation purchased the following 

so~nts valued at Rs. 18.47 Iltldls during the period from Feb-
ancf1969 to August. 1989:-uv_. ______________________________________________ _ 

CQame of the equiPment 

I. DlimPtir(3 Nos.) 

2. Shovel 

3. Buldozer • 

4. Wagon drills (2 Nos.) 

S. Compressors (2 Nos.) • 

Date of receipt. 

AUiust, 1969 
• March, 1969 

April,l969 

One in June, 1969 and one in July, 1969 

One in February, 1969 ar'd one in May, 
1969. 

Amount 

~ 
4'29 

6'25 

1'92 

5.131. Although the Kiln and Crusher were comlitfSltiolled in Feb-
ruary, i970 and JUly, 1870 respective1y, the b'leclleniC*1 ~per8Uons itl 
the quarry Were coftimenced in Deeembet, 1970 ()iily, Wiill the rMtdt 
that; 
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(a) shoVE!'1 and wagon drills valued at Rs. 8.17 Iakhs could not 
be put to any use upto December, 1970; and 

(b) the Company had to resort to manual raising of the lime-
stone with effect from September. 1969 through the agency 
of contractors. 

5.132 .. The delay in th~ commencement of mechanical operation 
was ~~t~lbuted (May, 1972) by the Management to the delay in the 
acqu.lslhon of land because of the dispute arising from multiple own-
ershIp. 

(ii) Inadequacy of mechanical operations 

(a) Shortfall in mechanical operations 

5.133. The mechanical operations which commenced in December 
1970 in a portion of the mine were suspended during May, 1971 ~ 
October. 1971 on account of diversion of the e'quipment to the factory 
site where they were deployed in rehandling of the accumulated stock 
of lime-stone. The operations we're resumed in Novemb€r. 1971 and 
the average monthly extractions during the period from Novembe 
1971 to March. 1972 came to 4.000 tonnes of lime-stone as against t' 
factory's requirement of 30,000 tonnes per month. 

5.134. In view of delay in commencement of mechanical operri 
and inadequacy of mechanical operations, the Corporation had)-
raising the lime-stone manually through the agency of contr'P-
Out of the total quantity of 9,25,737 tonnes of lime-stone rai&·\~-
ing the period from September, 1969 to March, 1973 at a c' It 
Rs. 90.80 lakhs, the quantity raised through the contractors crlJY 
8,38,635 tonnes (including 96,497 tonnes of crushed lime-stone)~t 
total cost of Rs. 77.53 1akhs. The balance quantity of 87,102 to¥l 
was J;aised through mechanical operations. The average cost of raul 
ing the lime-stone boulders through the agency of contractors and 
departmentally by mechanical operations at quarry ramp worked 
out to Rs. 8.32 per tonne and Rs. 15.11 per tonne (including 1/3 expen-
diture on overburden removal and prospecting) respectively. 

5.135. The Management stated (November, 1973) that the depart-
mental extraction of lime-stone was low on account of the fact that 
during the period in question, removal of overburden and develop-
ment of quarry face was mainly in progress. 

5.136. Th~ Cost Auditor in his report for 1972-73 had stated that 
the existing capacity of raising lime-stone through mechanical opera-
tions was 15,000 tonnes per month i.e. 1,80.000 tonnea annually. As 
against this. the Corporation raised only 86.000 tonnes of lime-stone 
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(including overburden-25,464 tonnes) in 1972-73. Thus. the above 
contention of the Management was not fully correct. 

5.137. The Committee regret to note thrt tbou~h the Corporation. 
procured machinery worth Rs. 18.47 lakhs during February, 1969 and 
August, 1969 for quarry operations, the mechanical operations in the 
quarry were commenced in. Dercmbcl', 1970. As a result, certain. 
equipment of the value of RIO. 8.17 lakhs could not be put to any use 
upto December, 1970. Besides tbe Corporation had to resort to rais-
ing of lime-stone w.e.f. Septel11ber, 1969 through the agency of con-
tractors. Even after December, 1970, the mech8Jlical operation had 
to be suspended during May, 1971 to October, 1971 as the machinery 
was diverted to rehandliag of accumulated stock of lime-stone. The 
Committee were informed tbat out of 9.25 lakh tonnes 1akhs of lime-
stone raised from September, 1969 to March, 1973, a quantity of 8.38 
lakb tonnes was rail'oo through contractors and the balance throurh 
departmental machinery. It has been stated that because of low uti-
»Sation of the machinery, the cost of raising lime-stone through de-
partmental machinc.i:y is almost double the cost of the contractor 
which has got an effect on the cost of production of cement. The 
Committee were informed that ,lelAY in the commencement of the 
mechanical operation 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 uae. 

The Committee would like the Government to investigate the rea-
sons for delay in the commencement of the mechanical operations 
and examine why the cost of raising lime-stone through departmental 
machinery is almost double the cost of doing this work through a 
contractor and draw lessons therefrom. 

(b) Capacitv of the Equ.ipment 

5.138. As regards the adequacy of the equipment to raise 30,000 
tonnes of lime-stone per month, it was reported to the Board in 
January, 1971 that, as the lime-stone deposit was erratic in its dis-
position, a number of faces had to be developed. Besides, stone 
'Would also require blending in order to conserve the high grade lime-
stone. Accordingly the initial expectation on the basis of prospect-
ing work-done that a single face of the qUAn-y oouJd be developed 
to raise and supply the required quality and quantity of lime-Itoue, 
did not hold good. The existing 3 dumpers and ODe shovel were, 
therefore, considered inadequate to quarry more than one face and 
provision for the purchase of one additional shovel and a dumper at 
a total cost of RI. 8.25 Jakhs wu made In the reviled estimates. 
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5.139. The additional equipment was not purchase till May, 1972 
when it was intimated by the Management that the following addi-
tional equipment would be necessary to raise the entire requirement 
of 30,000 tonnes per month by mechanical means:-

Shovd 
Dumpers 
Wagon Drills 
Compressor 

2 

2 

5.140. The Management stated (March, 1974) that, as against the 
above items, one shovel at a cost of Rs. 8.54 lakhs had already been 
procured. Orders for two dumpers at a total co~t of Rs. 2.10 lakhs 
had been placed and order for one compressor was being placed. 

5.141. The Management further stated (March, 1974) that the 
lime-stone deposit at Mandhar was just cement grade marginal qua-
lity and there were full interculations distributed in a very erratic 
manner. Therefore, it was difficult to maintain quality of lime-stone 
boulders to suit the requirement, if cent per cent, mining was done 
by mechanised means. According to them, mechanised mining can 
be resarted to partially and the lime-stone so raised blended with 
that manually raised and well sorted stone in the ratio of 66.33. On 
this basis, mechanised raising of lime-stone to meet the daily require-
ment of 1,000 tonnes per day would be 650 tonnes a day. 

5.142. lIn this connection, the Ministry stated (June, 1974) as fol-
lows:-

(1) 'the equipments originally procured were inadequate. Be-
sietes. owing to operational reasons and matching of capa-
cities of various equipments, shovel and dumpers purchas-
ed weer of the capacity of H cubic yard and 10 tonnes each 
respectively as against the capacity of 21 cubic yard for 
shovel and 16 tonnes for a dumper envisaged in the Detail-
ed. PrdjWet~l't. 

(it) OUt ot the two compressors acquired for the quarry, one 
is bebig used in t'he factory. The purchase of new com-
pNssor is in replacement of the one used in the factory. 

As regards (i) above. it had been clarified (August, 1974) 
by the Management that, at the time of placing the orders for dump-
ers and shovels, it was technically held that the dumper of 16 tonne 
caPacity would not be able to withstand the .impact and shock load-
Ing of 2! cubic yard capacity shovel. Besides, dumper capacity had 
to be matched with the capacity (10 tonnes) of N.G. Wagons. It 
would, thua, be apparent that provision in the Detailed Project Re· 
port for procurement of a shovel of 21 cubic yard capacity and dum-
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the relevant factors. 

5.143. The Committee pointed out that the reasons adduced for 
procuring additional mining equipm~nt were stated to be operational 
reasons and enquired about the nature of operational reasons. In 
reply, the Management stated as under:- . 

"The equipments originally procured were inadequate. The 
single shovel when taken for maintenance jobs resulted 
in idling of dumpers thus affecting the sequence of op-
eration of lime-stone transport by the N.G. Wagons." 

5.144. The Committee were informed that out of the two compres-
sors originally procured, one was divided for use in the factory. Out 
of the additional equipments, the shovel was received by the end 
of 1973-74 and one of the dumpers and the compressor in 1974~75. 

The compressor received in 1974-75 was in replacement for the com-
pressor diverted to factory. The two additional wagon dri1Js were 
not being procured. 

5.145. When asked whether utilisation of these qurry equipments 
was considered adequate in relation to the capac;it, apd tPe reasons 
for under-utilisation of the capacity in 1972-'73, :the· ¥,anagement 
stated in a written re?l~ as under:-

"The quality of limestone at Mandhar quarry is marginal. In 
the initial years of the development of quaITY, the top 
benches of the limestone encountered interstat~l clay in 
the limestone beds, thus lowering the quality of the lime-
stone below that required in the Raw-Meal feed. These 
factors affected the adequate utilisation of the quarry 
equipments." 

5.146. Data regarding the quantity of limestone boulders raised 
and the cost of raising thereof during 1973-74 were as follows:-

Op'!ration 
Qty. 
raise,'. 

(in M.T.) --_._--- ._--------_ .. _--
I. M-:chanise" mining 
2. M '.null mining. i 

Towl 
cc~t 

(in Rs.) 

15,63,981 
7,3R, '45 

Cost p~r 
t< T'r,. 

(iT'RI,) 

16'10 

10'39 ----_._------------------- ----
5.147. When asked whether the mechanical mining would be eco-

nomical in view of the fact that mechanised mining was to be resort-
ed to partially, the Management stated as under:-

"The requirements of limestone per annum for normal produc;' 
tion of 2 lakhs metric tonnes of cement is about 3,25,000 
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M.T. of thi'), about two third i.e. over 2;00,000 M.T. will be 
raised by mechanical means as against only 97,000 tonnes 
raised in thIs manner in 1973-74. When output by mecha-
nical raising is doubled the cost of raising mechanically 
will be lower. It is not feasible to raise 3,25,000 M.T. of 
lime-stone per annum manually only. As such recourse 
to mechanical mining cannot he avoided." 

5.148. The aCI.lul iacidence of limestone in the cost of production 
as compared with the norms mentioned in the Detailed Project Re-
port and that included in the Standard Cost is given below:-

As I>e[ 
DPR, 

Incilcnce of lim~stonc. in the COSt of production 7 .. ,0 

As per 
stani:l.ard 
Cost 

fixed in 
6/11 

13'00 

As per 
Actual 

1973-14 

_._-
18'68 

5.149. Explaining the reasons for the actual cost being more as 
compared to standard cost fixed, the Management stated as under:-

"The actual cost was more as compared to standards because 
of lower departmental production. The cost of limestone 
can be reduced by reduction in expense on use of explasives 
and by increasing the departmental raising of limestone. 
Efforts in both directions is being made already." 

5.150. The Committee note that the DPR envisaged mechanical 
operations in the quarry to meet the factory's requirement of 30,000 
tORBes of limestone per month. Three dumpers, ODe shovel and 
other equipment valued at &. 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 wu 15,000 tORBes per month i.e. 1,80,000 tonnes annually, but, 
against this, the Corporation raised only 86,000 tonnes of limestone 
(including over burden-Z5464 tonnes) in 1972-73. They regret to 
note the under utnisation of the mechanical equipment deployed for 
raising limestone. 

5.151. The Committee note that the intial expectation on the basis 
of Pl'05peetiDc work done wu that a sing'le face of the quarry could 
be developed to raise the required quaUty and quantity of limestone 
but as the Umeston.e deposit was erratic in dispoIdtioa, it wu found 
1lectISSU'J to develop a Dumber of faces. The exWiDc tbae dumpen 
rmd one shovel were, therefore, considered inadequate and additional 
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~qUipment (one additio?al shovel and 2 ~umpers) costing Rs. 10.6' 
akhs have been/are belDg procured to raise the entire requirement 
~f 30.000 tonnes of limestone per month. They were informed that 
b?,estone at Mandhar being just of marginal qualit.y. it would be 
dl~~ult to maintain the required quality of limestone if cent per cent 
mlDlng was done by mechanical means. It was ('onsidered necessary 
~o blend t~e mechanically raised limestone with manually raised 
lone-stone m the ratio of 66:33. On this basis, mechanised raising of 
limestone to meet the daily requirement of 1,000 tonne'; l'cr day, 
would be 65G tonnes per day, while the capal'ity of the additional 
equipment procured/being procured is to raise 1,000 tonnes per day. 
The Committee would like the Corporation to review tbe quantum 
of additional equipment being procured aud make sure that onlv the 
minimum number of additional items are procured so that no~e of 
them has to be kept idle and the cost of unnecessary items does not 
increase the capital cost of the project. 

5.152. The Committee note that during 1973-74, 97.l33 M.T. of lime-
stone were raised by mechanical mining and 7l;oot M.T. hy manual 
mining. The costs per tonne of raising 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 production is &s. 18.88 in 1973-74 against the rate of R'!. 7.70 assum-
ed in DPR. The Committee were informed that out of 3,25,000 M.T. 
of limestone required per year for Mandhar Plant, ahout two-third, 
leo ov~r 2,00,000 M.T. would be raised by mechanical means, and this 
will bring down the cost of mechanical operations. It was however, 
stated that it was not feasible to raise the full quantity of 3,25,000 
MoT. of lime-stone per annum mechanically only and as such recourse 
to manual mining could not be avoided. The Committee regret to 
note that the mechanical equipment deployed for raising lim«"-stone 
had not been fully utilised. They would like the Government to go 
tnto the reasons for under-utilisation of equipment. with a view to 
fixing responsibility. 

The Com.m.ittee are distressed to note that the cost of rai'!;n&: 
limestone mechanically is much more tban that ofmannuel raising. 
They would like the Corporation either to reduce the cost of meClt8ni-
cal operations within a stipUlated period or leave the idea of mecha-
nisation and avail of the manual labour for the purpose which is easi-
I,. available. They would also like the Govemment/Corporatio~ to 
take adequate pr~autions in future while importinl suc~, machines 
in the light of their experience and esamine the advisabllit,. of 1m-
portiDc machines which either caDDot be utUlsed full,. or which are 
likely to pron COItUer than tilt; .... aal labour in actual practice. 
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5.153. The Committee note t)lat as already stated the Corporation 
purchased 1 shovel of Ii c.yd. ~ dump~rsof 1D tonnes eaCh in 
March, 1869 and August, l~ respectiveJy against the Z~ c.yd. shovel 
and 16 tonne dumper provided lor in the J)PR. It had been clarified 
by the Management that at the ti~e of placiag orders for dumpers 
and shovels, it was technically h.eld tbat dumper of 16 tonne capacity 
would not be able to withstand the imp~ct an4 shock stock loading 
of 2i c. yd. capacit.y shovel. n~sjd~s, the ~hllnper capacity had to be 
matched with cap~city (10 tonnes) of Darrow gaule WAIORS. The 
Committee do not understa~d how, in spite of these, tbe DPR pro-
vided for procurement o~ shovel of 21 c.yd. aail dwnper of H tOllDe 
capacity without taking into account. aU relevant factors. Tile Com-
mittee had been repeatedly pointjp,. out ... '" ~ U.F.". should be 
prepared t"king into acco~t IJJJ k-noll'n i.-=tors. T~ Committee "-
iterate that tbe DPR sJtou14 be pr~pared reaUaticaUy taking all 
known factors into account. 

F. r,.p~yc*jJJn r"f~1UlCe 
5.154. The trial runs of the various plants commenced in Decem-

ber, 1969 and the factory was fOtrmally commissioned on l~h July, 
1970. During the period of trial runs, a quantity of 0.38 lakh tonn.es 
of clinker waR produced. 

·5.155. The plant has a rated capacity of 2 lakb tonnes per annum. 
The table below indicated the actual production of cement and the 
percentage achievement of rated capacity during the last four years;-

Year 

19P-71 (with eff~ct from 19th July, 1970) 

1971-72 

197:!-73 

1973-74 

(Figures in lakh-tonncs) 

Actual 
Cupacity Target proout-

tion 

Percen-
tage of 
actual 
produc-
tion to 
capacity 

-----------
1'42 
(pro rata 
for 81/2 
months) 

:!·oo 

:!'oo 

:!'oo 

1'05 74 

1'80 

-------- _ .....•..... - _._ .. -_ .. ----- ----------------

5.156. The non-achievement of installed capacity in 1970-71 and 
1971-72 had been attributed by the Management to defects in the 
various sections of the Plaht, with the result that the overall actual 
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~ut of various sections was less than the guarantee ghttn by 
U1e suppliers of the plant and machinery vide details given below:-

Section of t'''e Plrnt Guaran- Actual output in tOMes 
teed (ava"e) 

output 
(In 

tones) 

1970-71 1971-72 1972-73 1973-74 

Kiln (per day) 600 491 576 576 552 
(92%) 

Crusher (per hour) 200 163 161 IS4 187 
(93' S%) 

"Raw Grinding Mill (p r hour) so 44 43 44 4S" 
(pr%) 

Cement Grinliir, Mill 
(per hour) • 35 30 2S 27 2j5 

(74' 3%) 
Paclting Mill (per hour) 60 39 46 SI 46 

(75' r%) 

5.157. Strike for a period of 15 days during 1972-73 was abo 
partially responsible for non-attainment of capacity for 1972-73. 

5.1:18. Non-achievement of installed caPacity in 1973-74 was 
stated to be due to power shortage, a·bnormal repairs of equipment, 
etc. The constant bottleneck in despatches due to Railway Strike 
.and inadequate supply of wagons also affected the production. 

The Committee pointed out that according to the AnnUAl Report 
<>f the undertaking for. 1973-74 the target of production for Mandhar 
Plant in 1973-74 was 1.68 lakh tonnes as against 1.80 lakh tonnes in 
1971-72 and 1972-73. They enquired about the reasons for fixing the 
target of pro~bction 0: cement in 1973-74 at a level much below the 
installed capacity of 2 lakh tonnes. For Management stated in a 
written reply as under:-

"The installed capacitv of Mandhar Cement Project is 2.0 lakh 
tonnes per annum. The task force on Cement In-
dustry set Up by Government of India to evaluate the 
demand and supply of Cement has assessed the attain-
Elble capacity at a figure of 85 per cent utilisation of 
capacity. The attainable capacity ot Mandhar Plant 
therefore works out to 1,70,000 tonnes per annum. Due 
to expected sport supply of wagons for the movement of 
cement the target was fixed at 1,68,000 tonnes." 



102 

5.159. It was stated that inadequate supply of wagons was 
being experienced from time to time, e.g., April, June, July, Sep-
tember to December, 1973 and January to March, 1974. The mat-
ter was being taken up at all levels of Government. 

5.160. Asked as to when the installed capacity of 2 lakh tonnes 
was expected to be achieved, and whether it was possible to achieve 
more than the rated ~apacity after the scheme to increase the 
capacity of the Kiln to 700 tonnes a day was implemented, especial-
ly as other sections had sufficient in-built capacity to achieve a rate 
of production of cement higher than that of 2 lakh tonnes, the 
Management stated in a written reply that the Mandhar Cement 
Plant achieved a production of 1.80 lakh to.nnes of Cement during 
1972-73. Improvement in production was expected after modifi-
cation work was completed. 

5.161. In connection with the capacity utilisation in the Mandhar 
Plant, the representative of the Ministry stated during evidence as 
under:-

"In respect of Cement Corporation Plant at Mandhar, even 
thOtugh the cost of the scheme has gone up, our capacity 
utilisation is not very high. E;ven then our average cost 
compares favourably with the average cost which has 
been assumed by the Tariff Commissi.onfor the Cement 
Corporation. I would not say there is no scope for im-
provement. We have to increase the capacity utilisa-
tion. Why should we be content only with 85 per cent 
capacity utilisation? We should go up to 90 per cent or 
95 per cent. But there are certain factors which are 
beyond the control of the industry and certain factors 
which come to play at various points. There was diffi-
culty in obtaining from the Railways adequate wagons 
and it constituted one of the major bettle-necks. For 
three months there was a strike and all that. We got 
over this difficulty. Then coal position deteriorated and 
for about four months the Cement Industry could not 
get more than 70 per cent of its requirement. Then we 
got over that difficulty. But in November-December we 
reached 80 per cent or 85 per cent of our capacity. Sud-
denly in the So.uth, we founn power cut which has been 
there for the last two months or so. Otherwise, we have 
achieved more than 90 per cent capacity. 

• • • • 
I would submit that if you see the statistics, you will notice 

that our performance is not bad. I am not taking a 
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complacent view; there is scope for improvement. In 
the very first year, when the cement plant goes into 
production, the average utilisation is 60 per cent, because 
in the first year there is some teething trouble and all 
that. Then in the second I year, pur capacity utilisation 
increases. Now, right in the first year, we achieved 7~ 
per cent, in the second year 82 per cent and in the third 
year 90 per cent. It was only in 1973-74 when certain 
shut down took place, because certain equipment had 
to be repaired, we achieved 76.5 per cent. Even then if 
you compare with the industry, as a whole, you will find 
that the performance is quite satisfactory. But there 
are certain points which have been raised regarding the 
machinery which was· supplied. I t was later found to 
be defective and a high-level Committee was appointed. 
It went into the details of this problem and isolated and 
identified the difficulties and we tackled all these diffi-
culties and imposed some penalty and also rectified Bome 
Qf these, defects. A sum of Rs. 2.50 lakhs was also 
deducted from the final bills of the supplier." 

5.162. Replying to a question about the extent of loss incurred 
on account of short fall in production, the witness stated:-

"There are several factors which affect the production. If 
ther~ is power cut, the production will be affected. If 
wagons are not available or suflicient coal is not avail-
able, production will be affected. Sometimes there is 
strike. That is also responsible for less production. So, 
it will be very difficult to precisely identify 1his." 

5.163. The Ministry informed the Committee in a note that the 
average capacity utilisation for the country as a whole and for the 
Mandhar factory for the last 4 years was as follows:-

Year 

1970 

1971 

1972 

-----
Average 
for the Year Mandhar 
country Factory ... 
whole ---.. _- - ... -------....:.:..:=------. 

80% 1970-[1 
from uly, 

74% 

70 to 
(fintyear) 

77% 1971-72 82% 
80% 1972-73 90% 
74% 1973-74 761% 
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5.164. It w,ill be seen from the above that the Mandhar Factory 
had achieved more than the average percentage of utilisatiQIl of 
.capacity achieved by the Industry as a whole. 

5.165. The Action Committee on PubUc Enterprises recommend-
w that it was absolutely essential that net work be fu,rnished for 
the various activities of maximising utilisation of the existing plant 
for the expansion from 2 lakh to 4 l~h tonnes per a,nnum and for 
further expansion to one million tonnes. 

In reply to the above recommendatio,n of the Action Committee, 
th,~ Undertaking stated as follows: 

"Maximising' utilisation QIf the mcjsting plant capacity is 
hindered due to constraints on supply of coal of right 
type, frequent power interruptions, and shortage of 
wagons. The Linkage CQll1mitte~ has been apprised of 
the position and follow up action is being taken. 

R~2ardi".g further e~pansion from 2 to 4 lakh tonnes orders 
have been placed for Slag .cement Plant. Further ex-
pansion upto one million tonnes is deferred in view of 
the present financial PASition. 

5.166. When asked about the progress made by the Linkage 
Commit~ee in these matters, the Management stated in a written 
reply that power interruptions were still in existence in Mandhar 
and the factory had to work with it. The question of shortage of 
wagons was being taken up with the concerned authorities from 
time to time. It was further stated that the quality of coal sup-
plied had been taken up with the Linkage Committee with no pro-
gress so far. 

5.167. In reply to another recommendation of the Action Com-
mittee, the Management stated that a Debottleneck~ng cell had been 
established to help remove various weak links in the equipment. 

5.168. When asked about the achievp.ment made by this cell so 
far the Management stated in reply that the Debottlenecking cell 
was established in November, 1973. Identification of weak links 
and the suggestions for improved performance of the Plant were 
being made periodically. 

Perfonnal1C'e of the individual sect:ons of the Plant 
5.169. An analysis of the performance of the various sections of 

the Plant with reference to total available time, actual operatlng 
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time and the time lost due to various factors is indicated as per 
Appendix III. 

5.170. F'rom the appreciation of the above data given in the Ap-
pendix, the foJ.lowing facts ~merge:-

(a) The stoppages were mainly contributed by mechanical 
and electrical defects, power cut and other miscellaneous 
constraints. 

(b) The various sections of the Plant actually worked bet-
ween 300 days (5,840 hrs.) and 343 days (7,496 hrs.) in 
1971-72 and 19172-73. On this basis, it can be assumed 
that the various sections of the Plant could operate for 
330 days in a year. after providing for 35 days for nor-
mal maintenance. With reference to 330 days of opera-
tion, the guaranteed output af the various sections of the 
Plant and that actually required for producing 2 In,kh 
tonnes Oif cement would work out as follows:-

Capacity fC'r Quantityrr-
330 diys qulred for 
on the production 

basie of ofz lakh 
I'l'tantte tonnes of 
liven (In cemen t 

tonnes) (in tornes) 

Crlnh:r (f~r lim :stone on the balls of one shift operatiOD) • 5.a8,ooo 3,20,000 

Rnr Mill (for slurry on the bull of 3 IhIftI oPendoa) 3~96" 3,20,000 

KIln (for cllDter on the basil or 3 shi1U operation) 1,98,000 1,90,000 

Cement MI11 (for tlUninJ clinker & other inaredfentl into 
cement on the basis 3lblft1operatioll) • • • 2,77.2C1O 2,00,000 

Packing Mill (on the basia of 3 shifts operation) 4,75,200 2,00,000 

-f 
) ....... . ., 

It is apperfllt fJ:'om above that, except 16r ilIn, an otW 
aectioha Iuwe sWBcfeut iti-bWit capetty to achteve a ra~ 
of production of cellneiftt higl\er tmm that 2 ldfi tOniH!t. 
The cushion fo.r in-built eapaelt1 was u. ~ in: the 
cue of cruSher and packi'D:g mill and thfl ftl)bdns ftle1e 
ressotll for" not ruridirtg thetle IIRtims f« 00ftitd.ta'Me 
I'e1"ibds durin., 1971:·72 and 1972·'1t. 

(c) A3 against 7,920 HOtli'I openrticm &trsed on' 110' wWtift« 
. days; the ii1ri inn-ktd ff1t 7;- houn iD 18'71-'72 Mld t.-
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ho,urs in 1972-73 and produced 1,76,466 tonnes of clinker 
in 1971-72 and 1,53,3913 tonnes of clinker in 1972-73. In 
spite of the lower production of the clinker in 1972-73, 
the production of cement in 1972-7:-1 was higher than 
that of 1971-72. This was owing to the fact that clinker 
from the production of 1971-7:l was utilised for the pro-
duction of cement in 1972-73. 

5.171. When asked about the steps taken to set right mechani-
cal and electrical defects which mainly contributed the stoppages, 
the Management statea that: SystematiC preventive maintenance 
was in vogue. Further improvement of 1.he system was under 
consideration. There was some improvement in the crusher and 
the Raw-Mill departments in 1973-74 tlnd electrical defects during 
1973-74 jn these departments. 

5.172. The Committee asked about the action taken or proposed 
to be taken to ensure the availability of requisite quantities of coal, 
pClwer and railway wagons to the cement f:lCtories of the Corpora-
tion to facilitate un-interrupted production of cement. The rep-
resentative ~ the Ministry stated during evidence as follows:-

"There is a special cell to monitar the movement of wagons. 
Formerly, there Was no linkage of collieries with cement 
industry. Last year, we appointed a Coal Linkage Com-
mittee for cement plants. It linked cement plants with 
all the collieries. Cabinet Secretary also holds regular 
meetings. Regarding power, it is at the Minister's level 
that we try to! sort out this matter, For example, we 
have persuaded Andhra Pradesh and Kerala to spare 
s(':ne [Jwe, for plants in T'amil Nadu. But we have not 
been able to tackle this problem effectively. The coal sup-
ply has improved tremendously and So else the wagon 
supply." 

5.173. The Committee note that as against the installed capacity 
of 2 lakh tonnes, the traget of production for Mandhar Plant iD 
It'l~7' was 1.68 Iakh tonnes and the actual production was 1.53 lakh 
tonnes. The Committee were informed that the Task Force on ce-
ment industry had U&efl8ed the attainable capacity at a flgure of 85 
per Cellt utllisatioa of eapaeity which worked out to 1.70 lakh tonnell 
IUld due to expected short supply of wagons for the movement of 
eem.at, the tarpt was fixed at lA8lakh tonnes in 1973-7'. The Com.. 
mlttee see no reaBOIl why the tarcet for 197~7' should be fixed at 
1.68 lakh toImeI I .. than the attainable capacity. When the ,Iant 
attalDed 80 per eeDt UtiUaati01l ill It'l1-73, the Corpontion, consider-
IDe the sIIortap of WqOD II1lpply, retlueed it further to 1.88 I~ 
too .. 
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5.174. The Committee Dote that the actual working hours of the 
different plants of the project have always been less than the avaiL-
able working hours during the period 1970-71 to 1973-74. The total 
'lumber of stoppages in the working of crusher increased from 1255 
hours in 1970-71 to 3796 hrs. 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 
"miscellaneous constraints". To obviate the stoppages on account 
of mechanical and electrical defects, systematic preventive main-
tenance is stated to be in vogue but from the large number of hours 
lo~t on this account, the Committee recommend that there should 
be regular and periodical preventive maintenance to all the points so 
that stoppages due to m~hanical troubles could be reduced, if not 
eliminated. 

5.175. The Committee also note that the Mandhar Plant has a 
rated capacity of 2 lakh tonnes per year and its capacity utilisation 
has been 74 per cent in 1970-71, 82 per cent in 1971-72, 90 per cent in 
1972-73 and 7fij per cent in ],973-74. The set-back in the utilisation 
of capacity in 1973-74 is stated to be due to power shortage, ahnor-
mal repairs of equipment, railway strike and inadequate supply of 
wagons. The Corporation stated tbat the power interruptions WE're 

still there and the question of wagon supply was being pursued with 
authorities concerned from time to time and there had been no im-
provement in the quality of coal supplied even though the matter had 
been taken up with Linkage Committee. As against this, the repre-
sentative of the Ministry stated that the coal supply had improved 
tremendously and so also the wagon supply. The Committee would 
like Government to study the difficulties of the Corporation in depth 
and do all that is in their power to resolve them to enable the plant 
authoritis t.o increase production. 

S.17S. 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 percen~age of utilisation of 
capaelty achieved by the cement Industry as a whole. It achieved. 
the maxtmum utilisation of capacity (i.e. 90 per cent) in 1972-73 as 
compared to the maximum of 80 per cent achieved by the industry 
in 1972. But what Is disappointing is that after achieving 90 per cent 
utilisation of capacity in 1972--73, it slumped to 76i per cent in tile 
following year (1973-74). The Committee ftDd that the various IeC-
tions of the plants actually worked between 300 days (SMO honn) 
ad 3G days (7N8 honn) in 1971-72 and 197Z-73. The Committee 
ftnd tha't, exeept for Kiln, all other seetioDl of the MaDdhar Plaat 
have sa8ldent Indlt-ba capaeity to achieve a rate 01 Pl'oduetion el 
eaaat ...... tIaaa that of Z Ialdl tomaeI. Bva ba a.. ease fIl 
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Kiln, the capacity is more than what is required to produce 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 cemf'nt 
per annum and utilisation of even 90 per cent of the capacity should 
not lead to any sense of complacency in any quarter. The Commit-
tee urge that the Corporation should determine the attainable cap-
acity of the Mandhar Plant as a whole taking into account 'the av-
ailable in-built capacity and make all out effort to operate each 
section of the Mandhar Plant to the maximum level and compare 
its performance with reference to the attainable capacity and not 
with references to the capacity of 2 lakh 'tonnes as originally 
envisaged. 

G. Economic viability of the Project 
5.177. The Detailed Pl'::Jject Report prepared in January, 1967, 

had 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 capita1lloans and development rebate reserve during 
each of the first 2 years of commercial production. As the condi-
tions had changed very much after the Detailed Project Report was 
prepared, the Board of Directors decided on 15th March, 1971, that: 

(a) details of standard cost may be worked out after taking 
in.to account the existing conditions; and 

(b) revised profitability projections and break-even point 
shou,ld also be worked out. 

5.178. Accordingly, the Corporation prepared the revised stand-
ard cost and profitability projections which were pIIt up to tHe 
Board itl June, 1971. Accotding to the revised projections, tlte 
standard cost {>E!r tonne of cement was estimateci at RB. &3.15 (~lu
sive of packing cost and interest) as against Rs. 66.40 per tonne en-
visageci in the Detailed Prejeet Report. It was anticipated that the 
Plant would be incurring losses unless production and despatch of 
cement was maintained at 80 per cent of the installed capacity i.e. 
1.60 lakh tonnes. It was further mentioned in the revised projec-
tions that even with the attainment of production and despatch at 
90 per cent of the installed oapaciy, the return on equity woUjld be 
only 3 per cent before making any provision for tax. 

5.179. While nothing tHe revised profitability projecti()n, the BolHd 
observed as foliows:- . 

" .............. the ptesent ptofitability of the Mandhar Ceme~t 
Plant was not enoouragmg ...•.... specdftc realODS for It 
*PedaUy \'titb referem:e to-·tlJe level of iDventory mairltat .... 
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ed i~ the past be examined and concrete steps be taken 
to improve the workin~ of the Plant bvfixing the level 
of the inventory the ABC item'. etc,' an'd pos~ible reduc-
tion in the cost of lime-stone and by adoption of any other 
suitable measures. A report in this respect should be sub-
mitted to the Board as early as possible indicating the re-
vised profitability of the Plant." . 

5.180. The plant had achieved 82 per cent of the installed capacity 
in 1971-72 90 per cent in 1972-73 and 76.5 per cent in 1973-74. While 
it earned a net profit of Rs. 2.56 lIakhs in 1971-72, there was a loss 
of Rs. 0.64 lakhs in 1972-78 and Rs. 25.86 lakhs in 1973-7"-

5.181. The Management stated (November, 1973) that "due to 
the continued control on cement price and continuous increase in 
the cost of prcduction, the profttability in the· cement industry as 
oS whole had been very advers~y aft'ected." 

5.182. The Ministry stated (June, 1974) as foIlowa: 
(a) With a view to bring down the cost of production, action 

has been taken to procure additional quarry equipment 
for maximising mechanical mining· and to lay down 
standards fDr consumption of stores and spves. 

(b) While the above may touch only a fringe of the problem 
relating to economic viability of the Plant, the necessity 
for ftxing a realistic retention price needs no emphasis. 

5.183. The Committee asked about the circumstances for not 
submitting the report desired by the Board in June, 1971 in regard 
to the concrete steps to be taken to improve the profttability of the 
Mandhar Project. 

The Management stated in a note as under:-

"The quarterly Financial Report is submitted to the Board 
each quarter regularly. Through this report, profttability 
of Mandhar Cement Plant was discussed in the Board 
meetings from time to time. The BoaNi was informed 
during discussion on Quarterly Financial Report of the 
reasons for losses. The retention price allowed was in-

adequate. The putting up of revised profitability all such 
to the Board was not considered meaningful till some 
increase in the retention price is allowed by the Govet"n-
ment. The Government appointed the Tariff Commission 
in April, 1972 for examination of the price question. The 
Government announced interim increase of Rs. 10 in the 
retention price w.e.f. 15-9-1973. Revised standard cost and 

'754 L.S.-9. 
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profitability in respect of Mandhar and Kurkunta cement 
plants were submitted to the Board in 3/74. From that 
time onward, there have been frequent increases in the 
prices of inputs and wages. There have been change in the 
retention price of cement also. 

Action is being taken to place before the Board fresh stan-
dard cost and profitability position with reference to the 
current prices and wages." 

5.184. It was stated by the Ministry in June, 1974 that with a 
view to bring down the cost of production, action had been taken 
to procure additional quary equipment for maximising mechanical 
mining and lay down standards for consumption of stores and 
spares. The Committee asked whether it would 'still be advisable 
to go in for procurement of additional quarry equipment of addi-
tional constraints on mechanical mining, the Management in written 
reply stated as under:-

"Yes, it is desirable to procure additional quarry equipments 
so as to raise 66 per cent of the limestone departmentally 
at the rate of 16,000 tonnes per month and the rest 34 
per cent of the limestone at the rate of 8,000 tonnes per 
month manually. In addition, it is envisage<i that about 
8,000 tonnes of overburden will have to be removed by 
machines. 

It is, therefore, desirable to procure additional quarry equip-
ments." 

5.185. According to the Ministry, the necessity for fixing a realis-
tic retention price was inoperative to improve the economic via-
bilitY of the Plant. When asked whether the Ministry had come 
to this conclusion after ensuring that there was no scope for reduc-
tion in the cost of production, the representative of the Ministry 
stated during evidence as under:-

"The comments of the cement Corporation were that to im-
prove the economic viability, a realistic price would have 
to be fixed. We had sent our comments in June, 1974. 
Thereafter, the Government have revised the retention 
price on 2-8-1974 and 15-g·74/. After the comments, 
effective action has been taken by Government." 

5.186. In reply to another question whether the Ministry thought 
of any method by which the cost of production could be reduced, 
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Instead of increasing the price of cement, the witness stated __ 
under:-

"The price is not determined on the basis of cost of production 
of one plant only. This has been determined after con-
sidering the recommendations of the Tariff Commill8ion. 
They had done detailed cost examination of 23 plants 
out of 50. It is not as if we take one plant and take its 
cost of production. The recommendations of the Tariff 
Commission were considered and decision arrived at. 
There are some plants which are above the average cost 
estimated by Tariff Commission. There would be a posi-
tive impact on them to reduce their cost of production, 
otherwise they would be completely out. This costing 
is not of the most fneftlcient units only." 

5.187. It is noticed from the quarterly Financial Report for the 
quarter ending September, 1974 that standard cost of naked cement 
had been fixed by the Corporation as RB. 108.05 per tonne 
and the actual cost for the quarter ending September, 1974 stood 
at Rs. 130.51 per tonne. A Ccmparative study of the individual 
components of actual cost with the standard cost indicated that the 
increase was mainly under lime-stone, co~, stores and spares, sala-
ries and wages etc., power and water and selling and distribution 
-expenses. 

5.188. When asked whether the Management had analysed the 
increase in actual cost owing to rate, usage and volume variance, 

.the Management stated in a note as under:-

"The updated standard costs were fixed in March, 1974 on 
the basis of 90 per cent capacity utilisation and the price 
levels prevailing in January, 1974. The Increase in cost 
of production at Mandhar in the September, 1974 quarter 
as cOllllpared to standard cost was due to all the three 
factors, volume variance, usage variance and rate varI-
ance. The analysis of variance is as follows:-

(1) VOLUME VARIANCE: 

<:ement 

(a) Salarie. & Wages 

(b) D.!preciati( n 

Production in M. T. Variance per tonne 
---------Standard Actual. 

45,000 37,980 

lb. 

3'43 

0'55 



(c) 

(d) 

(c) 

(f) 

(ii) 

(iii) 
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Selling" Distribution 
O1IiceOve~ 

& Head 

Stores & Spares 

Interest 

Contingency & Milc:ellaneouB Ex-
penses 

Usagl Varianu 

Limestone • 

Gypsum 

Coal. 

Power 

Rat, V",itmr, 
Limestone 

Power 

Coal. 
Gyp8um 
Storel & S~e8 
Salaries & Wages 

Production in M. T Variance per tonne 
Standard Actuals Rs. 

I'S2 

0'060 

0'28 

I'S4 

o'06S 

0'33 

12S KWH 126 KWH 

1'84 
0'47 

o'zo 8'~ 

0'23 

0'47 

3'60 

0' IS 4'450 

(Rupees in l.kl.s} 

9'00 11'32 3'53 
0'12 O'IS 3'80 

(average) 

6'00 
go'oo 

72'00 

93'76, 

Total (i+ii+ iii) 

3'36 
0'22 
0'7" 
3'80 15'45 

RS,28'46" 

5.189. 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 00 

working capitaliloans and developtment rebate. According to the 
revised profitability projections worked out in June, 1971, it was 
anticipated 'that the plant would be incurring losses unless pro-
duction and despatch of cement was at 80 per cent of the installed 
capacity and even with the attainmen~ of 90 per cent capacity utili-
sation 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 capadty utilisation was 82 per cent and there-
were losses of Rs •• 3.64 lakh in 1972-73 and Rs. 25.86 lakhs in 1973-74 
when capacity utilisation was 90 per cent and 76,5 per cent respec-
tively. Due to continued control on Cement price and ctmtinuous. 
increase in the cost of production, ~he profitability in the cement 
industry as a whole is stated to have been adversely affected. With 
a view to bring down the cost of production, action is s'tated to-
have been taken to procure additional quarry equipment for maxi-
mising m-:chanical mining and to lay down standards for consump-
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tion of stores and spares but more than this the fixing of realistic 
retention price is considered imperative for the economic viability 
-of the plant. The Committee note that the GoNernment revised 
the retention price once in 1973 and twice in 1974. They feel that 
it will be wrong for the Corpora~ioD to depend entirely on the 
increase in retention price to achieve economic viability. So long 
as the· Cerperttion does'Dot maxiuai., prodtactioD.of eaelaseetion e.f. 
the plant, make the mechanical mining economical, keep stores, 
spares, and staft strength under strict control and take other 
measures to cut cost of production all around, small increases in 
retention prices, which might ultimately be neatralilted by rise ie 
~osts of wages and inputs are not going to contribute much toward» 
the achievement of economic viability. They would like the Cor-
poration to work out the efficiency ratio at which each section of 
the plant should be operated to achieve the objectl"e of 8.3 per cent 
return on capital investment as envisaged in the DPR, identify the 
prob'lems that stand in the way of achieving the desired efficiency 
ratio and then concentrate all ellorts on solving these problems. 

5.199. The Committee would also like the Corporation to w()l'k 
-out fresh profitability projections with reference to the current 
prices and wages and assess, the performance to see how far the 
ellorts made have improved the profitability with reference to such 
profitability indices. 



VI 
MANDHAR EXPANSION 

A. Tab over of Blast Furn8ee CemeJIt Projeet of Bhadust .. Steel 
Ltd. 

6.1. Production of 'Portland Blast Furnace Slag Cement' is one 
()f the best means for profitable utilisation of blast furnace slag. 
'Portland Blast Furnace Slag Cement' is obtained by mixing Port-
land Cement clinker and granulated blast furnace slag in suitable' 
proportions. The resultant product is a cement which has physical 
properties similar to those of ordinary portland cement. In addi-
tion, it has heat of hydration and is relatively better resistant to· 
soils and water containing excessive amounts of sulphate of alkali 
matter, alumina and iron as well as to acidic waters. 

6.2. In the meeting of the Board of Directors held on 31st July. 
1965, it was mentioned that Hindustan Steel Limited had a proposal 
for the setting up of a cement plant of its own for utilising the 
slag available at the Bhilai Steel Plant. As a view was expressed 
that there would be considerable advantage in entrusting the 
Cement Corporation of India with the responsibility of producing 
all types of cement in the public sector, the Board decided in prin-
ciple that the blast furnace cement project of the Hindustan Steel 
Limited be transferred to the Cement Corporation of India. It 
was also decided that the details of the Project, the economics as 
well as the terms of transfer etc. should be ascertained and sub-
mitted to Board for taking a final decision in the matter. 

6.3. No action appears to have been taken on the above proposal 
till January, 1969 when the Corporation enquired from the Hindu-
stan Steel Limited about the availability of granulated slag to be 
used at the Mandhar Plant of the Corporation which was designed 
to manufacture ordinary portland cement and was expected to be 
commissioned by the end of 1969. 

6.4. In May, 1969, the Hindustan Steel Limited informed the 
Ministry that it would be in a position to meet the requirement of 
granulated slag of the Cement Corporation of India to the extent 
of 1.80 lakh to 2 lakh tonnes per annuam at the price which was 
being paid by Mis. A·C.C. for slag supplied to them. 
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6.5. Subsequently in August. 1969. a price of Rs. 18 per tonne of 
cranuJated slag with a moisture content of 5 per cent. subject to 
escalation of 20 per cent on the variation from time to time in the 
ex-works price of naked portland blast furnace slag cement was 
intimated by the Hindustan Steel Limited to the Corporation. 

6.6. In Novemtier. 1970. the Corporation prepared the Project 
Report for expansion of Mandhar Plant on the basis of granulated 
slag at a total estimated capital cost of Rs. 218 lakhs. The Project 
Report. after approval by the Board, was sent to the Ministry on 
28th February, 1971. Approval Of the Ministry was communicated 
to the Corporation in March, 1972. 

6.7. As regards the proposal mooted in 1965 relating to the take 
over of the Blast Furnace Cement Project of the Hindustan Steel 
Umited by the Corporation, the Management stated (May. 1974) as 
follows:-

"Mis. Hindustan Steel Limited wanted the Cement Corpora-
of India to take up the project along with the surplus 
labour working in their Nandini Mines which was not 
acceptable to the Corporation." 

6·8· The Committee enquired as to when the Hindustan Steel 
Ltd. informed the Corporation that their project of manufacturing 
cement with Bhilai slag could be transferred to the Corporation 
alongwith the surplus labour working in their Nandini Mines and 
when the Hindustan Steel Ltd. agreed to drop the above condition. 
The Management stated in a written reply as under:-

"At this stage it has not been possible to locate the sequence 
of events." 

6.9. On the above proposal of the Hindustan Steel Ltd., no action 
bad been taken by the Corporation till January. 1969. and thua four 
years had been lost. After August. 1969, a further period of 2, 
years was taken to frame the Project Report and obtain ita approval 
from the Government. 

6.10. The Committee asked whether the time taken by the Cor-
poration in ful1Uling the preliminaries was considered .. normal. 
The Management stated in reply that it was considered neceuary 
to evaluate the mineralogical composition of the clinker at Mandhar 
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to determine the maximum quantity of granulated slag of Bhilai 
Steel Plant that could be exploited to manufacture slag cement.". 

6.11. The Committee note that HSL had a proposal of setting up 
cement plant of its own for using the slag avatla.ble at the Bhilai 
Steel Plant. Although it was decided as early as July, 1965 that 
this work could be advantageous!y taken up by the Cement Corpora-
tion of India. no action was taken on the proposal till January, 
1969. The Committee note that iIn May. 1969 the HSL informed 
the Ministry that it would be in a position to meet the require-
ment of the granulated slag of the Cement Corporation of Indill 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 ac-
cordingly they intimated the priCe in August. 1969 to the Corpora-
tion. Even then it was only in November. 1970 that the Corpora-
tion prepared 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 
Mini~try was accorded in March, 1972. The Committee regret to 
observe that the Corporation lost more than four years of valuable 
time in iotiating action to prepare the project report. There was 
also a delay of over one year on the part of the Ministry in accord-
ing the approval to the project estimates. The Committee are in-
formed that the time taken by the Corporation in fulfilling the 
preliminaries in connection with this project was necessary to 
evaluate the mineralogical composition of the clinker at Mandhar 
to determine the maximum quantity of slag that could be exploited 
to manufacture cemeot. The Committee are not at all convinc"d 
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. Tbe Committee recommend tbat in view of 
the terms and conditions stipulated by HSL and the escalation in 
prices during tbe period, Government should review the proposal and 
its effect on the cost of production and economics of the project and 
bring the details to tbe notice of tbe Parliament. 

B. Project estimates 

6.12. According to the Detailed Project Report submitted til 
February, 1971. the Project was estimated to cost Rs. 218 lakhs and 
envisaged a return (after tax) of 10.03 per cent to 17.27 per cent 
of the equity during the first 15 years of working. 

~.13. The Table below indicates the estimates of capital cost as 
mentioned in the Detailed Project Report. as sanctioned by the 
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-Qovernm~nt asrevisec.l in September~ 1&72 and sanctioned by Gov. 
<efDDlent in .May,1973 .. tQge.ther with the lctwal expenditure incurred 
there against:-

Plant & Machiner.y • 

Civil Works 

Interest during construction 

Head office overheads 

(Figure~ in lakhs of rupees) 
As per As As revi- Actual 
DPR aanl:tion- led (Sep- expendi-

(February cd by tember, ture up to 
'1971) Govt. 1972) and December. 

(March, approved 1974. 
1972) by Go-

Vernment 
in niay, 

1973· 

------------..... -----
151'01 151'00 3as'00 19'13 

60'40 60'00 75'00 16' 18 

3'59 7'00 
3'00 5'00 a'SI 

---------------------------_.-.-._-_.-._-
218'00 2Il'CO 412'CO 3'7 I.: 

----.---.--~------~ "--- - -- ... _-._---
6.14. Explaining the reasons for delay by Government in the 

·sanction of the revised estimates submitted by the Corporation in 
September, 1972. the Ministry stated in a note as under:-

"The project report for expansion of Mandhar Plant was 
approved by Government on 30th March. 1972 sanction-
ing an expenditure not exceeding Rs. 211 lakhs on this 
project. In september, 1972 the Corporation intimated 
that on the basis of actual tenders for plant and machi-
nery received for the expansion, the cost of expansion 
would actually work out to Ri. 412 lakhs against Rs. 211 
lak.hssa~t.ioned earlier. It was stated that the increase 
in cost was due to. incr.ease in the costal plant and 
machinery. The study group of the Task Force ctl Cement 
Industry which met on 28th September, 1972 under the 
Chainnanship of the Industrial Advi8er, DGTD to eXIl-

mine the general question of increaae in the price of 
cement machinery felt that price increale to the extent 
Qf '10 per cent from 1969-72 were reasonable. In the 
light of. the above, the Min$stry of Finance was requested 
to agree to the revision of cost estimates, proposed by 
the celfor Mandhar expamsiOQ; Tbie we. -If- to by 
the Mlhfstry of PinaftCle anci later by tbep",blic Invest-
irtent 'Sbard at Its rneetmg held ()IJ. "the· 6th. J~ary, 1973. 
As the: re-MaeH e&tIt etUmate ~, 23- per cent of the 
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original cost estimates the matter had to be placed before 
the Cabinet Committee on Economic Coordination. The 
CCEC approved it at its meeting held on 25th April. 
1973 and thereafter formal sanction was issued on 11th 
May, 1973· As explained above, the revised cost estimate 
to be examined more or less de novo and full procedure 
had to be gone through. Thus, formal sanction could not 
be issued before May, 1973 even though the revised esti-
mate proposals were received in September, 1972." 

6.l5. The estimates of Rs. 218 lakhs drawn up in February, 1971 
increased to Rs. 412.00 lakhs in September, 1972 and was mainly 
due, to increase in the cost of plant and machinery and civil works. 
The tenders for the plant and machinery were invited by the Cor-
poration in January, 1972 in anticipation of Government's approval 
of the Project. Out of the 6 manufacturers borne on the register 
of D.G·T.D. only 2 firms submitted the quotation in May, 1972. The 
offex; of Mis. A.C·C. was fQC Rs. 238 lakhs with bought out items 
and that of Mis. I.s.G.E.C. Limited foc Rs. 197 lakhs. Both the 
offers were valid up to 31st July, 1972. As the Corporation could 
not finalise examination of the tenders within the validity period. 
the firms were requested to extend the date of validity to 30tb 
September, 1972. Mis. A.C.C. informed the Corporation in Augustr 
1972 that it W"lS n:;t possible for them to extend the validity on 
account of substantial price increase. They, however, submitted a 
revised offer of Rs. 264 lakhs which was open up to 30th September. 
1972. On 2nd October, 1972, they again revised their offer to 
Rs .. 267 lakhs valid up to 1st December, 1972. From the papers 
made available, it was not clear whether any response was received' 
iTOIn Mis. I.S.G.E.C. Limited. 

6.16. The offer of Mis. A.C.C. was not however, accepted and 
fresh tenders were invited on 31st October, 1972 to be submitted" 
by 1st February, 1973, subsequently extended to 16th April, 1973. 

6.17. It will be seen from above that the Corporation would ha~ 
to incur a substantially higher capital outlay on the acquisition of 
p}!lnt and machinery on account of delay in the finalisation of the 
contl'act for the supply Of plant and equipment. 

6.18- As regards finalisation of the tended invited in Octoberp 

1972, the Management stated (November. 1973) u follows:-
"Fresh tenders called for were received In April. 1973 aucf 

clariftcatklnl/miuing information was received in Augustf 
September 19'73 and 1lrst round of negotiation wltD 
tenders were held m October. wza. The ordera for 
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plant and machinery will be finalised on receipt of 
certai~ clarifications asked for from the tenderers during 
negotiations." 

6.19. When asked about the present position regarding placing 
Of the orders for the plant and machinery for which fresh tenders 
were invited in October, 1972 and how the earlier quotations of 
MIs. A.C.C. compared with the value of orders now being placed, 
the Management stated in a note as under:-

"The order for packing plant was placed in November, 1973 
-d for slag dryer apd cement mill in March. 1974. AB 
regards the comparison of the value of the orders since 
placed with that of the May, 1972 quotation of MIs. 
A.C.C. it may be stated that the prices quoted in the 
tender of May. 1972 were inclusive of bought out items 
while the orders placed are exclusive of bought out items. 
Further, the capacities of the two slag cement grinding 
mills offered in May, 1972 quotations were of 19 tonnes 
per hour whereas t1te order placed is for a single mill of 
50 tonnes per hour. As the CorpoI'ation could not make 
any commitments pending approval of the revised project 
cost estimates submitted to Government' in September,. 
1972, the item-wise detailed break-up of prices quoted 
in May. 1972 were not obtained. In the circumstances 
comparison of the value of o,rders since placed with that 
of the quotation received in May, 1972 is not possible." 

6.20. It was stated by the Ministry in June, 1974 that orders for 
plant and machinery for Mandhar Expansion could not be flnalised 
as sanction of Government for the revised project cost estimateS' 
submitted by the Corporation in September. 19'72 had not been 
received. 

6.21. ABked about the reasons for not taking up the matter with 
the Government for according their approval for the purchase of 
plant and machinery rather than waiting till submission of revised 
project estimates in September. 1972 and their approval by Govern-
ment in view of the fact that offer of MIs. A.C.C. for Rs. 238 
lakhs was valid upto July, 1972, only. the Management in a written 
reply stated as under:-

"Against first tender enquiry only two firma i·e. A.C·C. and 
MIs. ISGEC bad quoted. Wa. lSGEC have 10 far not 
supplied any cement plant in India. Further, the price 
diftereDCe w .. lb. 70 lakha. MI.. AC.C. tender w.. un-
favourable .. there YU an element of escalation without 
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stipulating any period for which it will be paid. It was 
also observed that prices of plant and machinery had 
nearly doubted over the estimates making it necessary 
to approach the Government for approval or revised 
estimates. Taking all these into account and to have better 
competition it was decided to retender. In the order 
issued to Mis. ACC escalation as for RDI formula has 
been agreed to with a ceiling of 24 months from the Lettt!r 
of Intent' date." 

6.22. The Committee note that in response to the t,enders for plant 
and machinery invited in January, 1972 in anticipation of'(;ovemment 
.anction to project estimates. quotations were received il'l May, 1972 
from only t.wo out of the six firms on the approved li~t. The offer 
of Mis. ACC was for Rs. 238 lakhs with bought-out items and that 
of MIs. I.S.G.E.C. Ltd. for Rs. 197 lakhs; both the offers being valid 
up to 31st July, 1972. As the Corporation could not finalise exami-
nation of tenders by this date, the firms were asked to extend the 
period of validity upto 30th September, 1972. In view of the substan-
tial 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 valid upto 30th Septem-
ber, 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 con-
sidered and the tender of Mis. ACC was also not. accepted. Fresh 
tenders were invited in October, 1972 to be submitted by February. 
1973 and subsequently extended to April, 1973. The Committee were 
informed that the Corporation could not finalke the tender as they 
were awaitinl the sanction of the revised estimates sent to Govern-
ment in September, 1972 as the cost of plant and machinery had 
doubled. The CommiUee relnt to observe that in view of tbe delay 
In the finalisation of the tenders by the Corporation the cost of plant 
and machinery had escalated resulting in increased capital invest-
ment on plant and machinery by the Corporation. 

6.23. The Committ.ee are informed that the fresh tenders invited 
in October 1972 were finalised and orders for packing plant were 
placed in Novemher, 1.973 and for the sIal drawer and ce~ent mill 
in March. 1974. It was stated that the prices quoted in the tender 
of ACC in May, 1972 wel'e inclusive of bought-out itemtl while the 
orders placed were exclusive of boulht:out items. Further, the capa-
cities of the 2 sl.1 cement grindinl mUls oftered in Ma,.. ~'72 were 
of 19 t'onlles per hOUr .hereas the Dreier placed' was for • smgle mill 
of 50 tttDDes per hour. i!.... T'he Committee fail to·· anderstand why the l'equirem~nts 
-. . .. L.. -- d thetemlers inVIted were not correctly assessed earlier UI 11JI. all 
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at that time for the exact speciflcatioDs and requirements. The Com. 
mittee are .Iie Informed that even the item-w~ break-up or rate .. 
given ill May, 1971 _ere Dot available. The Committee are not sure 
hew in the ahsenee of the break-up the reasonableness of the rates 
, .. s anened. The Committee would like that the entire matter should 
be thoroughly examined by Government and the Committee informed 
of the results. 

6.25. Out of 6 tenders received for construction of civil engineer-
ing foundations/structures and ancillary buildings, the Consultants 
recommended (October, 1972) the acceptance of the lowest offer of 
Mis. Gannon Dunkerley and Company Limited for Rs. 38.21 lakhs. 
The CotpOration could not, however, accept this tender within the-
date of validity i.e. 31st December, 1972, as sanction of Government 
to the revised estmates submitted in September, 1972 had not been 
received by that time. Meanwhile, the Corporation requested the 1st 
(Mis. Gannon Dunkerley) and the 2nd lowest tenderer (Mis. Brll\ge 
and Roof) to extend the date of validity up to 31st January, 1973 
and mscussions were .also held with both of these firms on 27th and 
29th January, 1973. As a result of negotiations the offer of the 1st 
lowest ftrm was reduced to Rs. 37.25 lakhs and that of the 2nd lowest 
to Rs. 37.36 lakhs. Both the firms also agreed to extend the date of 
validity to 31st March, 1973. No decision was however taken by the-
Corporation within this date. 

6.26. As the amount of the lowest tender was within the ceilln'r 
of Rs. 60 lakhs sanctioned by Government in March 1972 for the 
civil works, it is not clear as to why the Corporation waited for the-
sanction of Government to the revised estimates submitted in 
September, 1972. 

6.27. The Management informed the Committee that the contrf\<.·t 
for Plant Civil works had been awarded to M/s. Gannon Dunkerley & 
Co. at 2.5 per cent below their original quotations i.e. for an amount 
of Rs. 37.25 lakhs in October, 1974. 

6.28. When asked why the Management waited for the approval 
of the revised project estimates submitted to GovernUlent in Sep-
tember, 1972, especially when the tender was within the ceiling of 
Rs. 60 lakhs sanctioned by Government in March, 1972, the Manag.e-
ment stated in a note as under:-

"Though the tender of M/s. Gannon Dunkerley & Co. for civil 
workers was within the provisions made in the original 
D.P.R. yet it was not accepted as the DPR was being 
revised in view of overall increased cost of the Project. 
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However it may be mentioned that early acceptance of 
tender would not have resulted in any advantage as the 
execution drawings can be supplied only when the civU 
engineering designs based on machinery suppliers layout 
drawings and load data have been prepared These details 
were not available at that time due to non-finalisation of 
machinery supply order." 

6.29. Tenders for residential, welfare and other buildings at an 
estimated cost of Rs. 9 lakhs were also invited by the Corporation in 
July, 1972. The following two firms qu.oted for the work:-

Name of the contractor 
') 

(i) Mia Gan,oo Mal 
(Ii) MI', Ganesh Lal K. Jadwani 

Quota-
tion 
without 
tender 
item No. 
4nb) 
(being 
alternate 
item of 
48) 

Quota-
tion 
without 
tender 
item No. 
48 

(Rupees in lakhs) 
J3'39 13'27 
11'64 II '56 

6.30. The lowest tenderer was called for negotiations on 8th 
January, 1973. He was also requested to extend the date of validity 
to 31st January, 1973. No response was, however, received from him 
up to February 1973. 

6.31. The Management stated (November 1973) that, as the ten-
ders received were very high, action was taken to make fresh 
arrangements for awarding this work. 

6.32. The Management stated in a written reply that fresh 
arran'gements for awarding the work of residential and welfare 
buildings had not been made as the same was not considered neces-
sary for the time being in view of construction of 48 quarters by 
Housing Board M.P. against the scheme for Subsidised Industrial 
Housing. Besides, presently there was a ban by the Government for 
the construction of residential ann other non-functional buildings. 
This work had, therefore. been kept in abeyance. 

6.33. As a result of upward revision of the estimates of capital 
cost to Rs. 412 lakhs. the Corporation envisaged a net return (after 
tax) of 7.8 per cent on the equity for a period of 15 years as against 
14 per cent envisaged in the Detailed Project Report. 
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8.31. The Management informed the Committee that as pel' expec-
tations at the time of submission of the revised project cost esti-
mates, the plant was Ukely to be commissioned by December, 1976 
which the Management was hopeful of achieving as per present indi-

-ations. 
8.35. When asked as to what will be the overall increase in the 

·apital outlay on accoWlt of delay in the execution of the project, 
. the Management stated as folIows:-

"Even though there may not be any delay in the execution of 
the project but overall increase in the capital outlay due 
to increase in prices cannot at present be estimated in 
view of the inflationary tendency prevailing in the 
country." 

6.36. The Committee note that, tho..,h the Corporation Invited 
tenders for civil works and the amount of tender was well within 
the provision in the project estimates, the Corporation did not accept 
the tender on the JI'OUDd that the DPR was being I't!\ised in view 

. of the overall inereuetl cost of the project. Moreover, it wall stated 
that early acceptance of the tender would not have rellulted in any 
advantage, as the execution drawillls eould be supplied only when 
the civil en,ineering designs based on machinery supplierll layout 
"wings and load d.t. were prepared .nd the det.ils thereof were 

r Dot avail.ble due to non-fln.liution of supply order for pl.nt .nd 
m.chinery. 

6.37. The Committee relret to note th.t the delay in fln.lisation 
. of the order for pl.nt .nd machinery inter alia led to the nOD-at'cept-
anee of the tender for civil works even though the tender wa! well 
within the unctioned estbll.tes. The Committee hope that "ueh 
lIi ... tiens would be avoided in future SO that the Corpor.tlon itt not 

·hrdened with extr.-expenditure which usu.lIy relults from sueh 
,~y. . 

'.38. The Committee repet to note th.t the Corporation invited 
teHers for residenti.1 welfare .nd other buildings in July. It7Z and 

· even after negotiations were conducted. the lowest tenderer W81 reo 
quested to extend the d.te of v.lidity. No response was, however, 

· neeh-ed from the tenderer tiD February, 1.73. The Committee were 
IaformN that 81 the teDders were hi,h, action was belne taken to 

· make fresh .rranpments. SubsequeDtly, the provision of residential 
welfare .nd other buildings w.s not COIlSidered neceual')' in view of 
eoutraetion of qaarten under the scheme for IlUbaldt.ed Industrial 
BousIDI by Madhya Pndall Roaslnl Board· Besldea, there WIII'J • 

baD by the Goyernment for the conltruction of residential .nd other 
· D.....en.neiel buildinp. 
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6.39. The Committee feel that the Corporation shauld hntf first 
taken a decision in regard to provision of huildi ... s UDder tile M.6Yl1" 
Pradesh Bousine Bo8I'd Scheme or otherwise hefore the invitatiOD '81-
tenders. 

6.40. The Committee also find that on the plea of want of sanction· 
to revised project estimate as a wbole. tbe case8 where even the ori-
ginal project provision was not exceeded. h .. not been collsideref. 
The Committee feel that Corporation should be clear about its re-. 
quirements before they act, so that the labour may not become infruc-
taous. The Committee also find that because of the delays in con-
struction for one reason or other, there had been an upward revision. 
of tbe capital cost of the project which has ultimately brought doWD' 
tbe estJmated retuna on capital from 14 per cent to 7.8 per cent. The-
Committee recommend that planned, concerted and coordinated mea-
sure •• hould be taken to eMllre that lIuch delays ate IIvoi"e(l 

6.41. The Committee also feel that _ suelasituati01lll are not un- ' 
commOn in other public UDdertakiDp. GoverlUllellt shoaM consider· 
issuinl suitable IlIideU.es to. all pua-Iic uaderiaWnp· to avoid such 
delays as they have :the efleet of .pulhing uptbeeapital cost ..... 
atleding the pr .... bility of . tbe projeet. 

C. AppniDtment of consultllDts fqr Manlibar ExpansioD aad Paonta 
Projects 

6.42. On 17th August, 19~2, the Board decided that the possibility 
of engaging a consultant and arranging for direct purchase of aU 
bought out items and also purchasing of different items (comp;ment.s .' 
of machinery from different' sources for Paonta and Mandhar Ex-
pansion Schemes together with the estimated savings on such an 
arrangement vis-a-vis the draw-backs shoulrl be analysed by the 
Management and detailed note submitted for the consideration of 
the Board in the next meeting. A note was accordingly prepared 
by the Managing Director and circulated to the Directors . The re-
commendations in brief made in the note were as follows: .... 

(a) Package deals and turn-key jobs are not in vogue abroad. 
In view of the complex problems and 100a1 conditions., 
prevailing in this country, hitherto, cement plants have· 
been set up under package deal and on turn-key buis. 
But a start has been made in the direction of setting up 
cement plants by engaging consultants. Private parties 
were also engaging consultants. The saving_ tbat ~ou1d' 
accrue by engaging consultants are difficult to estimate 
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Precisely but on the basis of the Company's experience 
of two existing plants substantial savings were expected. 

(b) Consultancy job for both Paonta and Mandhar Expansion 
should be combined and entrusted to the consultant Mis. 
Holtec Private Limited, who had already quoted for the 
work on the asking of the Company ~ They would do en-
gineering design in the Project, sucb as, system design-
ing, drawing out specifications for auxiliaries, tenderini 
for the same, checking of drawings prepared. by civil con-
sultants, general arrangement for water, air piping, duct-
ing, power distribution system, etc. They would also ins-
pect the various plants and machines, ct.raw specifications 
for bought out items etc. The consultants, being in colla-
boration with a reputed firm, Mis. Mike Holder Bank, 
Canada, were expected to give latest know-how. This ex-
pertise was expected to go a long way in sizing the various 
equipments, auxiliaries, departmental layouts and mate-
rial handling etc. 

(c) They may be paid @3;5 per cent. of the estimates of cost 
(excluding certain items) for both Paonta and Mandhar 
Expansion, subject to a ceiling of Rs. 27.50 lakhs (Rs. 18.05 
lakhs for Paonta and Rs. 9.451akhs for Mandhar Expan-
sion). For any extra works entrusted to them, fresh ne-
gotiations would be done to fix the rate which should not 
exceed 3.5 per cent of the cost of work to be done. 

(d) Performance guarantee on the Plant as' a whole for a 
sustained period of 7 days will be the responsibility of the 
consultants. 

(e) Total penalty of 15 per cent is to be levied as follows: 
A penalty of 7-112 per cent. on the total amount payable to 

the consultants would be levied if there was any delay fD 
the commissioning of the project after installation of all 
machines, and a penalty of 7-1/2 would be levied if per-
formance guarantee of the Plant, as a whole, failed. 

6.43. It is noticed that the question of appointing consultants for 
-Paonta Project was also discussed in a meeting held on 16th April, 
1973 with the Special Secretary of the Ministry of Industrial Deve-
lopment. It was then pointed out that the appointment of consultant. 
was entirely a matter within the discretion of the Board of Directorw 
of the Corporation. It was, however, felt that the engagement of • 
'754 LS-I0 
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consultant was in the interest of the Corporation and that the ex-
penditure on the service of a consultant woulri be more than made 
up by additional expenditure that might have to be incurred other-
wise in rectifying the defects coming to notice later on. It was als. 
felt that, in the ontext of the Corporation's large programme of set-
ting up additional capacity in the Fifth Plan and the likely pre-
occupation of existing consultants with various plants coming up ift. 
the private sector, "it would be worthwhile for the Cement Corpe-
ration to consider seriously the development of a consultancy organi-
sation of their own." 

6.44. While approving the proposal to engage consultants for 
Paonta an dMandhar Expansion, the Board decided on 1st May, 1973 
that "legal opinion should be taken ann a formal contract with MIs. 
Holtec will be entered into under other normal tenns and conditio.a 
applicable to such a contract, after obtaining the approval of th.e 
Government as this is a new item involved in the projects." 

6.45. The Management stated (November, 1973) that, keeping in 
view the existing expertise of the Company and the increasing work 
load because of new projects coming up, Mis. Holtec had since bee. 
appointed as consultants on a fee of Rs. 25 lakhs (Rs. 16.4 lakhs 
for Paonta and Rs. 8.6 lakhs for Mandhar Expansion) and that legal 
opinion would be obtained before signing the contract. 

6.46. One of the directives laid down for the Corporation in the 
Government's letter daten 4th May, 1965, was "all ancillary and sup-
porting activity connected with the growth of cement industry and 
the development of expertise." The Corporation was also extend 
technical assistance to State Governments proposing to establish new 
cement plants and was required to build up its own strength of teca-
nical personnel. The Corporation's proposal to appoint consultanl;$ 
for Paonta and Mandhar Expansion Projects would thus appear to 
run counter to the above objective laid down for the Corporation 8 
years ago. It is worth pointing out that tne Special Secretary in the 
above said meeting of 16th April, 1973 had expressed the view that 
it was desirable for the Cement Corporation to have a consultancy 
organisation of their own. In this connection, Management stated 
(November, 1973) as follows: 

"If the Corporation had developed its expertise on the baais 
of the capcity indicated by Government in the initial 
stages (5 million tonnes by 1970-71, which was later re-
vised to 1.2 million tonnes) the overheads on the limited 
number of projects approved during the period 1965-71 
would have been quite exhorbitant. 
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Ia the context of above and d!.le to ruu of work beeauae." 
a~proval of new projects, ........• J iaadequate .d pt. 
tion and the proposala for implementation of e mOM Dew 
projects of higher capacity during the 5th Five Yeo Plu 
period, the appointment of a consultant was nec....,." 

'.47. The Project Reports of Mandhar Expansion and Paon .. eli .. 
Dot provide for any consultancy services. Extra expenditun. WIOuld, 
therefore, require to be specially approved by Government. The 
Management stated (November, 1973) that expenditure on .dUUl-
tant. was expected to be met out of the savings accruing due to de-
letion of bought out items as welf as other savings arising from the 
early implementation of the Projects. 

6.48. As the expenrUture on consultants was not a compollfllllt of 
the project estimates sanctioned by Government, it would, as stated 
above. require the recasting of the approved estimates and appl'Qval 
of GQvernment. 

6.49. It was oserved that no firm of consultants other than M/s. 
Holtec was considered for this assignment. 

The Management stated (March, 1974) as follows:-

"MIs. Holtec Engineers in collaboration with Mis. Holder 
Bank of Canada are leading consultants in the fteld 01 Ce.· 
ment plant engineering. Ministry of Industrial Develop-
ment has also engaged them as consultants on .. hoc 
basis. " 

6.50. The Management informed the Committee that the formal 
contract with Mis. Holtec was still be executed. 

6.51. When asked about the reasons for appointing MIs. Holtec;: 
Private Ltd. as consultants and for not inviting offers from other 
reputed firms of consultants, the management stater\ that it was 
known to CCI that MIs. Holtec who were in collaoration wfth a 
reputed concern namely MIs. Holder Bank Canada consultant. for 
the cement industry, had done consultancy for private partiee. No 
other firm was known to CCl in the field and therefore no offer • .-ere 
invited in this case. 

6.5:!. In this connection, the representative of the Ministr)l .. te4 
during evidence as follows: 

"There are others also. ACC are also there, but they" aIM 
manufacturing cement manufacturing equipment. But WI 
firm would be an independent consulting firm. They han 
no interest in the manufacture of cement equipment. m .. 
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a firm has interest in m~acturing equipment alSO, 
there will be problems in .Nec'tlng them· as consultan'ts, , , , 
there would be a positive ad~ant~ge in s~lecting ~ fi~m 
which does not have direct interest in the supply of eguip-
ment. " 

6.53. Ln reply to another question as to how the reasonableness 
and the fee payable to Mis. Holtec was edtermined in the absence 
of quotations/offers from other consultancy firms, it was statec\ as 
under: 

"It was known to CCI that Mis. ACC, who had quoted for our 
Mandhar Expansion Project, had included about Rs. 12 
lakhs for designing and Engineering fee again!it the total 
plant price of Rs. 262 lakhs, which works out to approxi-
mately 4.6 per cent. In view of the above the fees asked 
by M/s. Holtec of 3.5 per cent of the total value of the 
estimated price was considered reasonable." 

6.M. According to the agreement, the following functions were to 
be discharged by Mis. Holtec for two projects Rajban (Paonta) and 
Jlandhar Expansi!on:-

"Sizing of various equipments, auxiliaries, preparation of de-
partmenflil layout and material handling, engineering de-
sign in the project such as system designing, drawing out 
specifications for auxiliaries, tendering for the same, di-
mensional checking of drawings prepared by Civil Con-
sultants, general arrangement for water, air piping, duct-
ings power distribution for the plant. Apart from this 
they have to inspect various plants & machinery at sup-
plier's works and at site & draw out specifications of the 
bought out items & will provide experienced engineers for 
the supervision for the erection of the plant & machi-
nery and to supervise plant commissioning trials and lIttend 
trouble shooting." 

S.M. The Management informed the Committee that orders for 
the main plant & machinery and equipment for Rajban Project were 
ftnalised before appOintment of Mis. Holtec as consultants, The fee 
agreed was for the scope of the work as indicated above. The orders 
for main equipment and machinery for Mandhar Expansion were 
placed after appointment of Mis. Holtec as consultants. 

6.68. One of the considerations for the appointment of consul-
tants was that performance guarantee on the plant as a whole would 
be the responsibility of consultants and a penalty of 7-1/2 per cent on 
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the total amount payable to the consultants would be levied if there 
was delay in the commissioning of the project after installation of 
machines and a penalty of 7-1/2 per cent would be levied if perfor-
mance was not fulfilled. . ... 

6.57. When asked whether the above condition had been incor-
porated in the contract executed with the consultants and whether 
such a stipulation in the contract with MIs. Holtec Plant Suppliers 
would be really workablelenforceable. 

6.58. The Management stated in a written reply that it would be 
incorporated. It was added that total penalty to be levied was 15 
per cent-7-112 on satisfactory commissioning of the project without 
any delay and 7-112 after satisfactoty performance of the whole plaat 
for a sustained period of seven days. 

As the consultants would be involved in decision making for 
YBrious items, though satisfactory commissioning performance gua-
rantees etc. would be given by the plant suppliers, these penalties 
aad been stipulated, which would be workable/enforceable. 

6.59. When asked about the steps taken to develop consultan~ 
organisation of their own, the Management stated in a written re-
ply as under:-

"CCI has developed its own consultancy organisation. We are 
already consulans for Royal Government of Bhutan Under-
taking for their cement project." 

6.60. In reply to another question as to whether the development 
of their own consultancy organisation would lead to higher incidence 
of overheads than that payable to consultants, the Management 
stated as under:-

"As indicated earlier, CCI have been developing their own-
consultancy services. But in order to cope up with the 
crash programmes of developme1)t of cement industty of 
CCI, it has been thought fit to take advantage of ,the con .. 
sultancy services already available in the country, 81 it JI 
difficult to recruit good experts within a short time avail-
able and also in order to keep overheads low." 

6.61. In regard to the appointment of consultants, the Minmtry 
stated in a note as under:-

"The decision of the Corporation to engage consultants for the 
Paonta and Mandhar projects, was based on their experi-
ence of Kurkunta and Mandhar Projects, for which turn-
key orders had been placed on machinery suppliers. The 
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quality of erection had left much to be desired. It "as 
felt that properly qualified consultants should keep III eaa-
tinuous watch to ensure proper erection. At the ~e 
time the Corporation aimed at economies in cost by de-
ciding not to place turn key orders on plant sIJppiiers ~ut 
to obtain certain items directly, thereby eliminatin, the 
profits of the plant suppliers. 

It may be relevant to mention that the Planning Commission 
has been advocating such approach. While concurring in 
our draft note for CCEC for Mandhar expansion the Com-
mission observed that the Planning Commission concurred 
in the proposal subject to the condition that the cement 
Corporation of India should employ competent and well 
experienced firm of consultants (as opposed Irom equip-
ment suppliers) to design and construct the plant." 

6 .•. Again, when consulted in regard to the proposal of. the CCI 
to eagage Holtec as consultants the Commission advised as folloW!l:-

"As cement is of critical importance in the conte-xt of economic 
development, there is an urgent need to create adequate 
capacity to meet the antiCipated demand during the .,fth 
Plan period. In the background of the experience IIf the 
implementation of Kurkunta Project by the CCI Planning 
Commission's main anxiety has been that CCI sho.,)d be 
suitably strengthened and supported by competent ceasul-
tants in order that the projects to be set up by the Cor-
poration are well designed and are completed in aa ~ffi
cient manner. Taking the above factors into ll.ccount, 'the 
Ministry of Industrial Development may kindly take ... new 
on the competence of the consultants, as well as the _ras 
of the contract as recommended by the CCI for the Man-
dhar Expansion Project." 

6.68. The Committee pointed out that the Project Reports 01. Uan-
Aar ExpanSion and Paonta did not provide for any consu.ncy 
services. Extra expenditure was therefore required to be appl'Pved 
by Government. They enqUired the reasons for not taking .. ecitic 
approval of Government for the expenditure of Rs. 25 lakha to be 
meutl'ed on consultancy services. The Management in a W'l'ittel'l 
reply stated that the consultancy work was awarded after cOllllUUa-
tion with the Government. 

6.0.. In this connection, the repreeentative of the Ministry •• ted 
during evidence as follows:-

"Planning Commission hadcomidered this matter aDd tAtty 
" .. e of 'the opinioa tba, U is absolutely essential \Oal rot 



131 
IIlUSt' appoint Consultant in order to rectify these matter. 
to match the plant capacities. They have been repeatedly 
saying so. The Corporation said that within the savin,. 
from the project estimates they will meet this expendi-
ture. They will not ask for additional expenditure. It was 
felt that within the ceiling they can incur t.his expendi-
ture of 25 lakhs. Therefore, specific Government appro-
val wa;; not given. It was stated that within 1he savings 
they will be able to accommodate the expenditure and they 
can go ahead and revised approval was not given because 
it was not considered necessary. They had written to us 
that they will be giving effect to the proposal from with-
in their savings." 

6.65. During evidence, the SecT,::ary of the Ministry, however, 
admitted that it was quite valid that the Corporation should have 
.slught Government's sanctIOn. He further stated:-

"In the context of what the Planning Commission had said in 
general terms and they have been saying repeatedly that 
in order to set these things right and in order that these 
projects are implemented properly, quickly and efficiently 
and that you get the best output from these projects, the 
Cement Corporation went ahead. Strictly technically they 
should have sought the approval of the Government and 
strictly technically the sanction should have been accord-
ed prior to their incurring this expenditure. Sometimes, 
there are delays in correspondence. In this regard we 
have to seek the affirmation of a large number of authori-
ties." 

• • • • • 
I would request you to consider this in the context of the 

total outlay involved in the project and in the context of 
the urgency of getting things done. As it is, yOU would 
concede that there are occasions when because of your 
procedure, there are long delays in according sanction and 
if something is done in the larger interest if that is above 
board I would like to suggest fot' your consideration, that 
one ;hould take a reasonable view that this was done in 
the best interest of. the country." 

6 .... The Committee note tbat tbe Corporation bas appointed 
Mis. Holtec Private Limited (who are In collaboration with MI •. 
Mike Holder Bank of Canada) as consultants for its PaODia and 
Mandbar ExpllDSion projects on a fee of ... Z5 IUha (Ra. tl.f 
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lakhs for Paonta and B.s. 8.6 la.khs for Mandhar Expansion) .. 
The consultants will, among other things, ensure that there is ne. 
delay- in the commissioning of the project after installation of all 
ID8chines and the performance guarantee of the plant as a whole 
would also be their responsibility. The Committee are informetl 
that no firm of consultants other than Mis. Holtec was considered. 
for this appointment as no other firm was known to the Corpora-
tion ,in this field and therefore no offers were invited for 'the pur-
pose. Although according to Ministry, A.C.C. was there in the 
field, they are also producing cement manufacturing equipment. 
and as such there would be problem in select.ing 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 their was an independent consultancy firm and they had ne 
direct interest In the manufacture of cement equipment. The Com-
mittee were informed that Mis. Holtec's offer was considered re .... 
sonable with reference to an earlier quotation of MIs. A.C.C. for 
the Mandhar Expansion Project. The Committee do not appreciate 
the procedure followed by the Corporation in selecting the consul-
tancy firm. Tbey do not think it is prudent to select consultant. 
on the basis of personal knowledge of the Management or of some 
individual officers and without inviting open offers. This procedure 
also does not enable the Corporation either to seled the most com-
petent of the parties available in the field or to assess whether fee 
demanded by the favoured firm is reasonable or not. The Committee 
feel that the Corporation should have made an independent assess-
ment of the reasonableness of tbe cost with reference to its .wa 
estimates and not depended only on the offer of another firm. The 
Committee would like the Government to issue suilable guidelines t. 
ali the undertakings in this regard. 

6.67. The Committee regret to note that though the Board of 
Management decided on lst May. 1973 that legal opinion sbould be-
taken and a formal contract with MIs. Hotlec entered into under 
otber normal terms and conditions applicable to sucb contracts, so 
far a formal contract has not been entered ihto with tbem. The 
Committee find that one of the terms of appointment of Mis. Holtec 
was that they would inspect various plants and machines. draw 
specifications for bought out items etc. The Committee .feel that 
.ince orders for plant and machinery for tbe Paonta ProJect had 
already been placed in November, 1973 directly by the Corporation, 
even before tbe appointment of the Consultants, a suitable reductioD" 
In fee sheuld have been sec:Ured from Mis. Holtec in this regard. 
Moreover, since Mis. DoUce would be responsible for tbe per-
fOrmaDee guarantee of the plant 8S a whole and a penaltY' 
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would be levied in the event of delay in the corom!s:" 
sioninl' Of the project after installation of machinery, the 
Committee are doubtful whether tbe Corporation would be able to 
enforce such a condition when the supplies of machinery are depen-
dent on another firm who are responsible for performance gllaran-
~ee also. The Committee recommend that these aspects sbould be-
kept in view before a formal contract is concluded with Mis. 
Bortec. The Committee also find that the firms inclUde payment of 
penalty by the consultants if there is delay in the commisslonlnl' 
of the project after installation of machines and/or if perfotmance 
of the whole plant for a sustained period of 1 days is not fulfilled. 
As this is a vital provision baving financial implications and it 
yerges on imprudence not to incorporate them in a legal document, 
the Committee would like the Corporation not to lose any more 
time to execute a formal contract with tbe consultants in which· 
t_ir responsibilities and liabilities should be clearly mentioned. 

6.68. The Committee also note that one of the directives issued 
It;' the Government was that the Corporation should develop its 
epertise and build up its own strenl'ih of technical persons for 
the growth of cement industry in the country. In the meeting helel 
en the 16th April, 1973 with the Special Secretary of- the Ministry 
., Industrial Development, while the engagement of a consultant 
was considered to be in the interest of the Corporation. it was also 
felt that in the context of the Corporation's large programme of 
.etting: up additiOllal: capacity in #le Fifth Plan and the likely 
pre-occQlNltion of the existing: consultants wilth varioUs! plant. 
eo'ming up in the private sector, "It would be worthwhile for the 
Cemont Coriporation to ClOnsider seriously the development of • 
consultancy organisation of their own". The Committee note tut 
Recording to the Corporation the overheads would be exhorbitant., 
if it had developed its expertise on the basis of the capacity indica .. 
ted by Government in the initial stages on the limited numbe. of 
projects approved by them during the period 1965-71. In the 
opinion of the Committee, this aspect should have been brought to 
the notice of Government to consider whether any change in this 
directive is necessary· However, tbe Committee find that CCI hu 
~w been developing its own consultancy services and is already 
acting as consultant for Royal Government of Bhutan Undertakinlr 
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 develoP'" 
ment of cement industry as it was considered diftlcult to recruit pod 
experts within a short time available and also to keep the over-
heads low. Even though in view of tile critical importance of 
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ce.eat in the present context of ecoDDmic development the PI ... _ 
in, Commission has also approved the idea of employm'ent of com.-
petent and well experienced finn of consultants to design and co.-
struct the cement plants, the Committee feel that the need for 
private consultants would not have arisen if the Corporation had 
made a small beginning 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 deve-
loping a consultancy organisation of its own after taking into 
account, the existence of other consultancy organisations like N1DC. 
Engineers India Ltd., etc. 

6·69. The Committee find that the Project Estimates of Mandhar 
Expansion and Paonta did not provide for any consultancy services 
and extra expenditure of Rs. 25 lakhs on the private consultants 
required approval of Government. They were informed that the 
c~,nsultancy work was awarded after consultation with Government 
and the Planning Commission and as the expenditure on this work 
would be met from within the savings from these two projects, 
specific Government approval was not considered necessary. Duriag 
evidence, the Secretary of the Ministry admitted that "it was quite 
valid that the Corporation should have sought Government's saBC-
tion. Strictly technically the sanction should have been accorded 
prior to incurring the expenditure." 

The Committee need hardly stress that as this item was not 
already covered by the estimates originally sanctioned and was ia 
material deviation of the same, the specific approval of Govern-
ment should have been obtained before the expenditure was incur-
red. The Committee therefore recommend that at least new Gov-
erament should consider and accord the necessary sanction. 
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KURKUNTA PLANT 

. 7:1. Soon after the Cement Corporation of India started fUActien-
.mg m 1965, the Government of Mysore (renamed Karnataka with 
effect from 1-11-1973) suggested a few locations for investigation of 
lime-stone deposits. Out of these, Sedam (Kurukunta) was selected 
for th~ setting up ot a cement plant. The State Government granted 
the mming lease for an area of 295.26 acres in November 1985 at 
this place. The investigations carried out by the Corporation indi-
oated proved reserves of the order of. 109 million tonnes. Making 
an allowance of 10 per cent. for cavities, the exploitable reserves 
were estimated at 98.5 million tonnes and considered mOTp. than ade-
quate to support a cement plant of one million tonnes a year capa-
city for 50 years. On the basis of the Feasibility Report submitted 
by the Corporation, Government of India approved in June, 1966 the 
location of a cement plant at Kurkunta. 

A. Project Estimates 

7.2. The Detailed Project Report for the plant at Sedam (Kur-
kunta) was submitted by the Corporation to the Government of 
India in January, 1967. It was not, however, put up to the Board 
before submission to the Government. 

7.3. The Detailed Project Report envisaged a capital investment 
.f Rs. 469.49 lakha and a net return of 8.20 per cent. on the equity 
... the 6th year of the working of. the Plant at a retention price of 
Rs. 96 per tonne. 

7.4. The Project Report was formally approved by Government 
in June, 1969 for a sum of Rs. 442.79 lakhs only. As the actual out-
lay exceeded the amount approved by Government and the Project 
was in the last stages of construction, a revised project estimate for 
Ra. 514.77 lakhs was approved by the Board in January, 1971 and 
BeIlt to the Government in February, 1971. Meanwhile, the actual 
outlay had exceeded the revised project estimate of Rs. 514.77 lakhs 
.n account of increue in the scope of work and unforeReen delay in 
eemmissioning, thereby necessitating the revision of the estimates 
tramed in February, ID71. 

7.S. The table below comparea the estimates ?f capital cost as 
included ia the De'talled Project Report, as sanctioned by Govem· 

Iii 
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ment in June, 1969, as included in the first revised. estimates (Feb-
ruary, 1971) and the actual expenditure incurred there I1gainst up to 
31st n4arch, 1973:-

(Rs, in lakhs) 

Estimates Estimatel Revised Actual 
al as estimate. expcndi-

included u.nctioned IUbmitt- ture alon 
in the by the edto 3IBt 

Sl. ParticWaR D,P,R, Govt, in the GoTt, March, 
No, June. in Feb, 1973 

1969 1971 

I, Plant & Machinery 233'97 233'97 233'20 224'84 

2, Contingencies 18'57 5'07 4'50 

3, Erection cost 16'50 16'50 16, 50 15'48 

4, Bstablishment expenditure during oon8-
tntction pt"riod • • • • 22'1'6 39'1. 

5· Civil Works 160'50 158'30 177'68 198' 16 

6, Electrical installation in cludil', street 
lighting . . . 7'50 7'50 9' So 6'40 

7· Proving of lime-stone: z'" 2'7S 3' 19 3' 19 

8. Headquarter overheads ,'20 5'20 24' 19 33'54 

9, Interest on loans during construc-
tion • 24'50 13'50 13' 15 46'74 --- --

469'49 442'79 514'77 567'45 

7,6, The actual expenditure up 'to March, 1973 had increased. the 
February, 1971 estimates up to March, 1973. It was, however, only 
in May, 1974 that estimates of February, 1971 were rurther revised 
to Rs, 617,08 lakhs and got approved from the Board. -The final re-
vised estimates were yet (June, 1974) to be submitted to Govel'1l-
ment for approval, Meanwhile, expenditure continued to be incur-
red which was in excess of 10 per cent of the sanctioned cost in 
respect of following components:-

(i) Civil works. 
(ii) Proving of limestone, 
(iii) Headquarters overheads. 
(iv) Interest on loans during construction. 

7.7. As expenditure in excess of sanctioned amount by 10 per ceot 
of • particular component requires the specific approval of Govem-
___ + incurring of expenditure in the above referred. cues wu _.., , ';-$!,Tr 
irregular. - .: 
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. 7.8. AI regards the time taken in revising the estimates of Feb-

1"l:1ary, 1971, the Ministry stated (June, 1974) as follows:- . 

" .••. atter the plant was commissioned various defects and 
deficiencies in the performance of the plant started coming 
to light from time to time. Pending decision on the 
various items of works that were to be taken up including 
those suggested by the Action Committee for removing 
the defects and deficiencies in the 'operation of the plant, 
the submission of a revised project cost estimate would 
again have been only an interim one. It was, therefore 
considered to prepare the revised estimates only after 
decisions were taken on various matters." 

'l.9. When asked about the reasons for not placing the Detailed 
Project Report before the Board before its submission to Govern-
~t, the Management stated as follows:-

"It has not been possible to locate as to how the lapse occur-
red. However, it may be mentioned that in the imple-
mentation stage of the project, major problems were being 
taken to the Board as and when guidance was necessary." 

7.10. The second revised estimate of Rs. 61'7.08 lakhs was submitted 
by the Corporation in June, 1974 to Government for approval. When 
.. ked about the present position regarding approval of tms estimate 
by Government, the Management stated the revised project cost 
estimates of Rs. 617.08 lakhs were still under consideration of the 
Goevrnment as certain additional information called from the Cor-
poration was received only in December, 1974. 

7.11. In this connection, the Ministry explained the position as 
under:-

" 

"The revised estimates received in June, 1974, were examined 
in the Ministry and it was found that profitability state-
ment had not been furnished on the basis of prevaiUng 
ex-works retention price of. cement. On the 27th Sep-
tember, 1974, the Corporation was requested to send such 
statements. This was followed by reminders on 9th Octo-
ber, 1974, 4th November, 1974, 20th November. 1974 and 
3rd December, 1974. On the 7th December, 1974, the re-
quisite statement has been received. A note has now been 
prepared for submission to the Public Investment Board. 
The note bas been referred to the Ministry of Finance for 
concurrence." 
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7.12. Pending framing of revised estimates in June 1874 tile 
CGrporation continued to incur expenditure on the va~ious c~mp. 
nenJe of project estimates which was in excess of 10 per cent of U. 
cost sanctioned by Government in June, 1969. Asked about U. 
reason. for not obtaining the specific approval of Government ill 
sueD cases, the Management stated as follows:-

''When the Corporation submitted its revised estimates far 
Rs. 514.77 lakhs for the Kurkunta factory to the Gover. 
ment it was expected that the plant is to be commissioDlll 
before June, 1971. However, in view of the delay ill 
completion of the Project the plant could not be comon. 
sioned by that time. The Government of India had indi-
cated that the Government proposed to issue !lanction far 
the revised Project costs estimates for Rs. 510.27 la.ldJl. 
and had sought the concurrence of the Corporation f. 
the same. Since the completion and commissioning of tJ:Ie. 
Project had been delayed and the completion of the costa 
of the project was expected to go up, the GovernmeDt 
was informed in March, 1972 that turther rcvised projet* 
estimates will be sent later. Even though the project was 
treated as having gone into commercial production from 
October, 1972. There were certain defects still to be recti-
fied. In addition, the Action Committee had also visited 
the Kurkunta factory and suggested certain modificatioDS. 
The preparation of a revised project costs estimates with-
out taking into consideration these modifications etl:. 
would only have been an interim one, it was decided .. 
prepare the revised estimates only after decisions were 
taken on these matters." 

7.13. The Committee asked whether the fact relating to incurrine 
of expenditure by the Corporation in excess of the limit of 10 ~ 
cen' of the sanctioned cost of a component had not come to the notlee 
ot the Ministry on the basis of Quarterly Financial ReportJ and what 
actidn was taken to regularise the excess expenditure. The Ministry 
stateq in a note as under:-

"The detailed Project Report for setting ~p a cement plant 
with a capacity of 2 lakh tonnes per annum at Kurkunta 
was sanctioned at a cost of Rs. 442.79 takhs, o~ the 7~ 
June, 1969. The Corporation submitted the rCVlsed es. 
mates of Rs. 514.77 lakhs on 10th February, 1971. ~ 
estimates were examined by the Ministry in consul~ti01l 
with the Bureau of Public Enterprises and the Ministry 
of Finance. The Ministry of Finance agr~ \0 sanctiOll 
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the estimates at Rs. 510.27 lakhs as against Rs. 514.7'7 1aJda8 
proposed ~Y the Corporation. Before issuing formal sane-
~on to this amount, this Ministry wrote to the Corpora-
tio.n on 17th November, 1971 bringing this to their notice. 
In reply to this, the Corporation informed this Ministry 
in a letter dated 14th March, 1972 that due to delay in 
the commissioning of the plant and certain additional 
works, the total cost of the project was expected to ex-
ceed the revised project estimate as submitted by the Cor-
poration. The Corporation, therefore, stated that the total 
capital cost was being assessed and that the revised esti-
mates would be resubmitted to the Government for con-
sideration. 

The Corporation was able to submit the revised estimate of 
Rs. 617.08 lakhs only on the 19th June. The reason for 
this delay, explained by the Corporation, is that after the 
plant was commissioned various defects and deficiencies 
in the performance of the plant started coming to light 
from time to time. Pending decisions on the v~rious items 
of work that were to be taken up including those sug-
gested by the Action Committee for removing the defects 
and deficiencies in the operation of the plant, the submis-
sion of a revised project cost estimate would again have 
been only an interim one. It was, therefore, considered 
that revised estimates be prepared only after decision were 
taken on the various matters." 

Thus, no doubt, it has been within the knowledge of the Minis-
try that expenditure on Kurkunta project had exceeded 
the approved estimate by the permissible limit of 10 per 
cent. However, Government had also to keep in view the 
difficulty, explained in the preceding paragraph, of the 
Corporation in submitting the final revised estimate. 
The facts of excess expenditure and upward revision 01. 
project estimates have been duly brought to the notices 
of Parliament. In the "Supplement to the Demands for 
Grants for 1972-73-Notes on Important Projects and 
Schemes", it was stated as follows:-

"Th~ Governm:,,,~ "r India apprQved in 1966 the setting up of 
two Cement Plants, each with annual production capa-
city of 2,00,000 tonnes of cement, one at Mandhar (MP) 
and the other at Kurkunta (Mysore) at a total capital 
cost of Rs. 451.51 lakhs and Rs. 442.79 lakbs respectively. 
It is anticipated that the total capital outlay at Mandhar 
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and KurkWlta Projects will ir!crepse to Rs. 490.37 lakhs 
and Rs. 510.27 lakhs respectively. The revised cost esti-
mates for these projects are under consideration of the 
Government of India." 

Again, in the "Detailed Demands lor Grants of Ministry of 
Industrial Development for 1973-74" it was stated-

"The Kurkunta Project was also approved by the Govern-
ment of India in 1966 at a total capital cost of Rs. 442.79 
lakhs. Due to increase in the scope of works and delay 
in completion of the project it became necessary to revise 
the Project cost Jes~ates. Accordingly revised cost 
estimates for Rs. 514.77 lakhs were submitted to Govern-
ment in Febi'uary, 1971~ Ho,wever, due to further in-
crease in the scope of ·work and delay in commissioning 
of the plant because of certain defects in the plant &: 
machinery the capital cost of the project exceeds the re-
vised cost estimates. The second revised project cost esti-
mates are under preparation. It is anticipated that the 
capital outlay on this. project will now be Rs. 565 lakhs 
approximately.' ' 

7.14. The Committee were informed that the actual expenditure 
upto 31st December, 1974 against the revised estimat.e of Rs. 617.08 
lakhs was Rs. 586.75 lakhs. It was expected that the project would 
be completed wi chin the revised estimates of Rs. 617.08 lakhs. 

7.15. The Committee note that the Detailed Pl'oject Report en-
visaging a capital investment of Rs. 469.49 laW for aetting u • 

. cement plant at Kurkunta with a capacity of 2 lakh tonnes per 
annum was submitted by the Corporation directly to the Govem-
ment in January, 198'7 without obtaining the approval of the Board 
and was sanctioned by the Government at a cost of Rs. 442.79 lakhs 
in June, 1969. The Management have admitted that "it has not 
been possible to locate as to how the lapse occurred." The Com-
mittee are surprised at the omission. As the actual outlay exceeded 
the amount approved by ~VenlmeDt and the project was in the 
last stages of construction, the Corporation submitted the revised 
.estimates of Rs. 514.77 lakhs 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.%1 
lakhs but before the formal sanction was issued, the Corporation 
informed the Ministry in March, 1H2 that due to delay in the com-
mlssionin, of the plant and certain additional works, the total coat 
of the project was expected to exceed the reviled project estimate. 
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and that the Corporation was reassessing the total capital cost and 
second revised estimates would be submitted te the Government for 
consideration. Meanwhile, the actual outlay had exceeded the 
revised project estimat.es of Rs. 514.77 lakhs. The Corporation was 
able to submit the second revised estimates of as. 617.08 lakhs only 
in June, 1974. As regards the reasons for delay in submitting the 
revised estimates the Committee were informed that after the 
plant was commissioned, various defects and deficiencies 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~p!,epared only after the decisions were taken O'll the various itelM 
of work that were to be taken up including these suggested by the 
Action Committee for removing the defects and deficiencies in the 
opet:,ation of the plant. The Committee are distressed to note that 
t.he Government have taken more than 2 years to approve the original 
project estimates. The Committee regret to observe that the Cor-
poration was allowed to continue to incur expenditure in excess of 
the sanctioned estimate without an appropriate sanction of GoVl-
ernment. 

7.lG. The Committee need. hardly stress t.hat revised estimate 
should not be treated as a mere routine exercise but al an inltru-
ment of financial control. 

7.17. The Committee regret to note that the sanction to the first 
revised estimates of Rs. 510.27 lakhs, though agreed to by the Minis-
try of Finance, was not issued just because the Corporation was 
in the meantime reported to be re-assessing the total capital cost 
and thinking of submitting the second revised estimates to the Gov-
ernment for approval. They feel that estimates should be consider-
ed by Government as soon as these are received from the Corpora-
tion and the whole exercise should be taken to the logical end by 
issuing a formal sanction so that no one remains in suspense about 
the expenditure actually authorised and the Corporation is not 
held liable for spending in excess of the sanctioned amount. 

7.18. The Committee also note that it was within the knowledge 
of the Ministry that the expenditure on Kurkunta Project had ex-
ceeded the approved estimates bv the r-ermi.'Isible limit of 10 per 
cent. They were informed that lhe facts of excess expenditure and 
first upward revision of project estimates had been duly brought 
to the notice of Parliament, through the Supplementary Demands 
for Grants. The Committee are coutraiDed to observe that in .pite 
of the excess the Government have DOt brought to the notice of 
Parliament tbe effect of the excess on the COlt of procloction and 
754 1.8-11. 
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011 the eeoDomicl of the Projed. 'l'he ~ ~t GoY~t 
to brIaa' these to the DPtic. of ParUam.,Dt wi~t"7 ~ delar· 

l'RCf'eaae of cost ~er DPR 

7.19. The following factors accounted. for the ~eue of cost over 
the Detailed Project Report Estimates:-

(i) The Detailed Project Report provided for expenditure 
during construction under 'Erection Cost' and 'Civil 
Works', Erection of plant and machinery was proposed to 
be done l'\epartmenta11y at a cost of Rs 16.50 lakhs. The 
work was, however, got done on contract basis through 
the plant suppliers at a total cost of Rs. 16.40Iakhs, there-
by leaving a balance of Rs. 0.10 lakhs only for meeting 
the expenditure on maintenance of establishment during 
construction. The actual expenditure on the establish-
ment, however, amounted to Rs. 39.18 lakhs. 

7.20. The Ministry stated (June, 1974) that erection was got done 
through plant suppliers in order to avoid the problem of aurplus 
labour and complaints from the suppliers in regari\ to erection 
defects. It had further been sta~ed that "this couplQd with the 
delay in commissioning of the plant led to exce'SS expenditure on 
the maintenance of establishment during construction." 

7.21. The Committee asked whether the proviSion of RI. 16.50 
lakhs in the Detailed Project Report towarrt.s expenditure on staff 
employed during construction and staff required for erection was 
not inadequate in view of the fact that the Management had aiu:ad:v 
decided in July, 1968 in the case of Manl'\har Plant to get the erec-
tion work done on contract basis, thereby entailing higher capital 
expenditure than envisaged in the D.P.R. They further enquired 
whether this fact was brought to the notice of the Ministry in the 
case of Kurkunta Unit for being taken into account while sanction-
ing the estimates in June, 1969. 

7.22. The Management in reply stated in a note as under:-

"After placing order for erection for the Mandhar Project the 
Government was intim.atel'\ that in the case of Kurkunta 
Project also it was brought to the notice of the Govern-
ment in April, 1969 i.e. prior to the sanction of the esti-
mates, that the provision for erection cost was not suffi-
cient. The Detailed Project Report submitted earlier 
contained a provision for contingency for RI. 18.57 lakhs. 
The excess expenditure on erection and eatablishment 
expenditure during constructiOn and erection period wu 



143 
COI'ltemplated to be met out of the proposed provision 01. 
Rs. 18.57 lakhs from the contingency. The Government, 
however, in the original sanction for the Project incluc\ed 
only a 'Sum of Rs. 5.07 lakhs against contingency." 

(U) The Detailed Project Report prOvision of Rs. 5.20 lakhs 
on account of 'Head Offtce Overheads' was based on the 
assumption that five plants would be set up by the Cor-
poration. During this period, however, only two plants 
had been set up. The actual 'Head Oftlce Overheads 
Expenditure' allocated to the plant was Ri. 33.54 lakhs up 
to 31st March, 1973. 

7.28. The Ministry statet\ (June, 1974) that the delay in comm. 
Iioning of the Plant also contributed to the excess expenditure under 
'Head Office Overheads'. 

7.24. When asked about the extent to which the delay in the 
eommissioning of the Plant led to increase in Head Oftlce overhea4t 
expenditure ann whether the initial provision of Rs. 5.20 lakhB was 
Dot inadequate, the Management 'Stated that the increase in the Head 
Omce overheads expenditure for the Kurkunta Project was due to 
both the implementation of lesser number of projects than originally 
antiCipated and the delay in commissioning of the plant. As regardt 
the contingency of the initial provision of Rs. 5.20 lakha it was statetl 
that the matter was brought to the notice of the Government in 
August, 1969. 

(iii) The increase under 'Civil Worb' over the project esti-
mates waa mainly due to increased quantum of work 
them envisaged in the Detailed Project Report (Rs. 31 
lakhs) .and substitution of ordinary shuttering by sliding/ 
hydraulic shuttering in respect of cement/slurry slies 
and chimney (Rs. 9 lakhs). The original quantities of 
work based on the initial layout cirawing supplied by the 
plant suppliers had to be revised on receipt of detailed 
drawing from them. 

7.25. Explaining the reasons for increase in the cost of civil 
engineering works over D.P.R. Provision, the Management in a 
note stated that: The detailed 'project report provided for ad hoc 
amount for plant foundations and structures. The actual execution 

. was done bned on machinery suppliers layout and load n,ata draw-
tngs which were supplied from time to time. Therefore, the quan-
tities of all the items as executed are different from the adhoc 
quantities assumed at the time of inviting tenders. The increase 
in the coat is mainly due to increase in the quantum of ctvil engi-
neerina works of factory found4tiona and structures and use of Ilid,. 
tng shuttering in the coDltruction of cement ailos, Blurry BIos and 
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chimney. Since there was no basis at the time of inviting tenders 
for estimating cost correctly nor there was any past experience in 
this regard at that time, therefore, keeping in view the circums.-
tances the increase in cost is not unusu.al. 

(iv) The estimate of Rs. 24.50 lakhs under 'Interest on loan 
during construction' in the Detailed Project Report was 
reduced to Rs 13.50 lakhs in the estimate sanctioned by 
Government in June, 1969. The actual expenditure up to 
31st March, 1973, however, amounted to as. 46.75 lakhs 
on account of nelay in the commissioning of the plant. 

7.26. When asked about the justificatIon for reducing the incidence 
of interest on capital in the sanctioned estimates, the Management 
stated that at the time of preparation of the Detailed Project Report, 
it was expected that the Government would release funds simultan-
eously for equity and loan for the Projects. However, .as the equity 
capital was released first ann loans later, while preparing the first 
revised estimates for the Kurkunta Project, the interest on capital 
was reduced to Rs. 13.50 lakhs and the sanction given by the Gov-
ernment accordingly. 

7.27. The Committee note that as a,ainst a provision of Re. 16.50 
lalths in the original sanction towards erection cost, the actual 
expenditure upto 31st March, 1973 amounted to &. 55.58 lakhs 
of which as. 18.40 lakhs was the expenditure on erection work ,ot 
done on contract basis (thoqh originally it was proposed to be 
dODe departmentally) and erection know-how and as. 39.18 laths 
was spent on maintenance of establishment during coostruction. 
The Committee also note that the DPR included a consolidated pro-
vision of Rs. 16.50 lalths under erection cost and Government have 
also given their sanction accordingly. The revised estimate of Feb-
ruary, 1971 however provided Rs. 16.SD lakhs for erection cost and a 
sum of Rs. 22.86 lakhs for estlabIishment expenaiture durin, coastruc-
tion. According to the Corporation, the provision in the DPR was 
grossly inadequate and excess over this sub-head would be from the 
provision under "contingency". 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 durin, 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 bow far it is justified. 

7 .28. The Committee are also informed that the allocation of 
Head Office over heads was based on the assumption that 5 plants 
weuld be set up by tile Corporation while the actual number W88 
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less. The Committee fail to understand 88 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 rep-
lated accordingly. The Committee also note that the actual expen-
diture under 'civil works' unto 31st March, 1973 had exceeded 
the revised estimates 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 engineering works, etc. as the quantity indicated in 
the tender was ad hoc. The Committee are surprised as to how 
in the absence of detailed drawings and schedule of quantities and 
technical estimates fur the works could tenders be invited and 
contract finalised. The Committee would like that the reasons for 
t.he ex('ess should be examined critically to see how far the excess 
was justified, Its effect on the cost of production and ~conoD1ic:s of the 
project should also be brought to the notice of Parliament. 

B. Coot .... act for Civil Work 
7.29. The contract for the construction of factory buildings and 

connected civil engineering works was awarded to MIs. Mysore Con-
struction Company in November, 1967. In terms of the contract, 
the entire work was to be completed within a period of 12 months 
No detailed schedule for completion of civil works of the various 
departments was, however, laid down in the contract. There was 
delay ranging from 10 to 21 months in the completion of the civil 
works of the various departments as per details given below:-

Scheduled Actual date P('riod of 
date of of cample- delay beyond 
completion tion ot the 

SI. Department of the civil the civil sch(dulcct 
No. engineering erginceril'g date pf 

work workl c<'mpletion 

I. Crusher 24-11-68 , 4-6-70 18 monrhB 

2. Crane 24-11-68 23-5-70 18 month 

3· Slurry Mill 24-n-68 23-5-70 18 months 

4· Slurry Silo 24-Jl-68 Mud", 70 Hi month. 

5· Slurry Daain 24-11-68 29-9-69 10 months 

6. Coal Mill 24-11-68 3-9-70 21 montla 

7· Auxiliary for CoIl Mill 24' n-68 3-9-70 21 month. 

8. Kiln 24-n-68 25-9-69 10 monthll 

9· Cement Mill 34-11-68 Befur~ 
Dec:embtr. 
1969 J% momlw 
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1.30. In April, I.. the Corporatten exteadecl the ttm.e for ceM-

pletien 01 work up to 30th November, 1969 subject to the right to 
recover liquidated damages, if any. It appears from the note put up 
to the Board on 17th November, 1&70 that, althoUgh the progres. nf 
civil works was slow throughout, no drastic action was taken against 
the contractor in view of unsatisfactory position of the supply of 
plant and machinery and forcible termination of the cohtract wOuld 
have resulted in the litiption and brought all the civil works to 
stand still. 

7.31. Towards the close of 1869 MIs. Walchand Nagar Industries 
Limited (.upplien for plant and machinery) accelerated the pace 
of delivery of the machinery. As the eoritractor was still very 
much behind schedule, it was proposed by the Managing Director 
in the 31st Meetirig of the Board that in order to etlSure that com-
missioning of the Plant was not delayed, it would be worthwhile to 
permit the contractor to use hydraulic shuttering in the construction 
of cement silos and chimney. subject to the follOwing conditions:-

<a> The contractor will complete all civil works between 
DeceItlber, 1969 and September, 1970 as per schedule drawn 
up for the various secti~ and, in case of his failure lIle 
will be allowed rates for ordinary shuttering only. 

(b) A bank guarantee for Rs. 6 lakhs will be furnished and 
encashed if civil works were not completed according to 
schedule. 

7.32. The above proposal which involved an additional expendi-
ture of Rs. 6.16 laikhs, was approved by the Board and an agreement 
was executed with the contractor on 16th December, 1969 to this 
effect. 

7.33. The contnlctor could not complete all the items of civil 
engineering works by the stipulated date of 30th September, 1970. 
In this connection, the following points were brought to the notice 
of the Board on 17th November, 1970~-

(a) The contractor had achieved overall targets for the com-
pletion cf work except in the case of RCC Chimney, Mill 
Hoppers, Coal and Gypsum Hopper and inter-floors in 
Raw and Cement Mill House and their roofmg. The 
work of RCC Chimney and Coal and Gypsum Hopper 
could not be eompl('t0 'd 0>"\ aC'co"Jnt of difficulties in the 
supply of steel by the Company and unprecedented 
heavy rains as a result of which the consultants had 
advised not to start c.oncreting of the chimney to avoid 
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aIl1 miShap. After rainy sea8on, the work .. Ie taDil in 
baIId and hId been completed. 

(b) Mill HOPPE'r on Mill House eoUld be eompletecl ODly after 
erection of Cement and Raw Mill. The erection had been 
done and work on these items had been taken up in hand. 

(c) As the contractor was finding great financial cU1ftculty in 
arranging for bank guarantee hypothecation of the con-
tractor's machinery of the market value of RI. 5.4 lakhs 
had been accepted after obtainiJl'g legal advi<:e. 

(d) It was thus clear that the contractor had fulftlled his 
obligations and the result desired by the Company, while 
sanctiontng steel sliding shuttering for silo and chimney, 
had been achieved. 

'1.34. The matter again came up before the Board on 17th Febru-
ary, 1972. In addition to the reiteration of the facta melitioned above, 
it was stated in the note placed before the Board on 17th February, 
1972 that the changed drive motor for the KUn arrived at Kurkunta 
in the 3rd week of September, 1971 and the plant could not have 
been commissioned earlier upto clinkering stage even if the civil 
engineering works could have been completed before September, 
1970. In view of these circumstances, the request of the contractor 
for granting extension of time up to 30th September, 1971 was pro-
posed and approved by the Board. 

7.35. When asked about the reasons for not lying down in the 
contract detailed schedule for completion of civil works of the 
various departments, the Management stated that 'since at the time 
of inviting tenders for civil works the machinery layout drawings 
and load data etc. were not available it was not possible to lay down 
a schedule of completion of individual works. The priorities of 
supply of machinery and erection thereof were also not known at 
that time. There was no lapse on the part of anybody calling for 
fixing of responsibi!ity. 

7.36. When askerl whether the target dates of completion of the 
civil engineering works were realistic, the Management stated that 
the quantum of work actually involved and the erection hold ups 
etc. for a cement industry were not correctly known at the time of 
inviting tenders for the civil works of this plant which was the first. 
to be taken up by the Cement Corporation. From adus1 experience' 
it had been seen that the period of completion as given in the civil 
works contract was not adequate. 
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7.37. When further asked whether any periodical progress 
reports were obtained by the Corporation from the contractor con-
cerned and justification for the delay enquired and reported to the 
Board, the Management stated:-

"Progress reports were obtained periodically from the site. 
The programme and progress of civil construction, machi-
nrry supply and erection etc. were also discussed periodi-
cally in co-ordination meetings held at site. The position 
of progress was brought to the notice of the Board also 
during various Board meetings. In one of the meetings 
(31st meeting held on 19-11-69) while explaining the delay 

in execution of civil works, the Managing Director recom-
mended use of sliding shuttering in case of cement silos 
and chimney. 

The main reasons for slow progress of civil works were:-

(i) Delay in supply of drawings-There was delay in supply 
of drawings by the machinery suppliers and subsequently 
revisions were made by them from time to time due to 
which civil engineering designs and issue of construction 
drawings also got delayed. 

(ti) Difficulty in availability of steel-As steel had to be 
planned and arranged sufficiently in advance, bulk of the 
steel had been arran'ged on the basis of approximate 
requirements. The exact sizewise/section-wise quantities 
can be known only when detailed designing of all the 
structures has been carried out based on machinery sup-
pliers layout drawings and load data. Therefore, the 
additional quantities required were procured from time to 
time based on actual requirements. Due to acute shortage 
of steel during that period, supply of some of the steel 
items got delayed inspite of all efforts. 

(iii) Slow progress on the part of civil contractors-The con-
tractor's own progress was also slow." 

7.38. The Committee were informed that the main consideration 
for permitting the use of steel sliding shuttering for the construction 
of cement silos and chimney was to expedite the progress of the other 
civil works. Besides this, use of sliding shuttering was also consi-
dered desirable after observing the behaviour of silos constructed at 
Mandhar with ordinary shuttering and also keeping in view the 
nature of Kurkunta stone aggregates as mentioned in the Brief put 
up to the Board in its 39th meeting. 
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7.39. It was stat.ed that the use of steel sliding shuttering was 
approved by the BQard in its 31st meeting. There appeared to be 
no proposal from the Unit backed by technical considerations. The 
proposal was made during 31st meeting of the Board while explain-
ing the delay in the execution of civil engineering works at Kurkunta. 

7.40. When asked whether the additional expenditure of Rs. 6.16 
lakhs in the use of sliding shuttering resulted in any additional gain 
to the contractOl", the Management stated that the position with 
regard to the achievement of the purpose of incurring extra expendi-
ture in the use of sliding shuttering was explained in a brief put up to 
the Board durin'g its 45th meeting dated 17th November, 1970. 
Keeping in view the position explained tn the Board, the Board in 
its 46th meeting held on 17-2-197" nppr·o\-l extension of the time 
up to 30th September, 1971 for c'1""!1pletion d[ the remai!:mg works. 

7.41. Since it had been found that the Contractor had completed 
most of the work except those held up on account of non-availability 
of steel and unprecedented heavy rains, the Board agreed to the' 
above extension of time and therefore, the Management did not ron-
sider it necessary to impose any penalty for delay. 

7.42. Prior approval of the Board was not obtained before !igr~ 
ing to accept the hypothecation of machinery instead of the bank 
guarantee. 

7.44. The Committee asked as to why the prior approval of the 
Board was not obtained before a'greeing to accept the hypothecation 
of machinery inst~d of bank guarantee. The Management stated 
in reply as under:-

"At this stage, it is difficult to say why the proposal W88 not 
put up to the Board regarding hypothecation of contractor's 
machinery in lieu of bank guarantee lor prior approval. 
HoweVf~r, the interest of the Corporation was protected by 
hypothecation of the machinery". 

7.45. In addition to the uSe of steel sliding shuttering in cement 
silos and chimney sanctioned by the Board in November, 1969, the-
contractor was also permitted in February, 1969 to use hydraulic 
shuttering ill slurry silos involving an additional cost of Hi. 2.7& 
lakhs. the approval of the Board for this deviation was obtained. The 
Management stated (November, 1973) that the decision regarding use 
ef steel ahutter-ins (which was an alternative item in the contract) 
was taken by the Managing Director on technical considerations and 
it was not considered necessary to place the matter before the Board. 



150 

7.46. The Committee enquired if it was Jicst proper to pla~ the 
~tter before the Board for prior approval as the. proposal mvolved 
additional commitment on behalf of the Corporation and the Board 
had accepted the tender initially on the baSis of ordinary .huttering. 

The Management stated as under:-

"At this sta'ge it is difficult to clarify this point." 

7.47. When asked as to how was the reasonableness of the rate ter 
hydraulic shuttering in respect of slurry silos determined, the 
Management stated as under:-

liThe rate for sliding shuttering was a tendered rate of MIs. 
Mysore Construction Co. from the records it appears that 
no separate exercise was made to verify its reasonableness." 

1.48. The Committee regret to note that thoUlh the conind for 
the construction of fa~tory buildinp and connecW civil enciaeer-
inc works was award~ to Mis. Mysore Construction Company in 
November, 1967, and the work was to be completed within a period 
of 12 months, no detaUed schedule for the completion of civil works 
of the various departments was laid down in the contract. Thf' 
Committee were informed that it would not be possible to lay down 
th(~ schedule because at the time of invitation of tenden for civil 
works. the machinery lay-out drawinp and load data were not avail-
able. The priorities for supply of machinery and erection thereof 
were also not known. 

7.49. It is surprising that the Corporation has not even been able 
to fix realistic target dates for completion ol. the work on the 1P'0und 
that the quantum of work actually involved and erection hold ups 
t.tc. 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 hasic details of drawings, design quantities 
~·I .... the Corporation went about invitation of tenders and on what 
ha~i:> agreement with contractor was entered into. 

7.50. The Committee regr.· to note that there had been delays 
rnuging from 10 to 21 mont},; i'l the completion of civil works in 
the various departments. Although the Corporation extended time 
(or completion of the wOl'k up to 30th Novt'mber, 1969. subject to 
recovery of liquidated damages. no drastic action was taken against 
the contractor ill view of unsatisfactory position of supply of plant 
and machinery. It was felt that any forcible termination of the 

; Il! :'ad would have resulted in litigatiOn and brought all the civil 
works to a stand-still. The Committee however find that at tbe 
{'{t~e of 1969, the suppliers for plant and machinery aceelerated the 
lJRCC of delivery of the machinery with the result that the contrador 
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was very much behind ~ The Maaacemeat, t_more, 
decided that the eon tractor should be permitted to use hydl'a.tic 
slrutteriDJr in the construction of eeDlent ail05aad ebJmaey, subjett 
to the conui.ion that be would complete the work by September, 
1970 failing which he wou.lci be allowed rates oaly for ordinary 
shuttering and a bank guarantee for &s. 6 lakh.s would be fW'llished 
for the civil works DOt completed according to the schedule. The 
Committee find that tbis proposal involVed an additional n:penditure 
of Rs. '.16 lakha. ID spite of the n:teDSion of time and facUity of 
hydraulic shuttering, the Committee regret to observe that tbe 
contractor wu DOt able to com}llete the work by 30th September, 
t 970 although the management claimed that he had achieved the 
overall target for the completion of the work except in the case of 
cbiDuaeys', mill hoppers, coal and gypsum hopper and inler floors in 
Baw and Cement Mill. There were also diJIleulti.es In the supp.y 
of steel and unprecedented heavy raIDa when the contraetor WU Dot 
allowed to start concreting. The contractor was allowed because 
of his di8iculties, hypothecation of his machinery at the mArket 
value of Ra. 5.4 Iakhs in lieu of the bank guarantee thoqh this pro-
posal was not put up before the Board for thei'r approval The Com-
niJttee are also Informed that the plant could not have been commio;-
sioned earner up to c:linkerm, stage even If the eivll engineerinlt 
1f'Ork could have been completed before Septemlx'r, 1170. The COD-

trador was therefore granted extension up to 30th September, J97). 
It is reeretable that no periodical progress reports were obtained 
from tbe contractor. It was also stated that the use of steel slidinK 
shuttering wao; approved by Board without any proposal from the 
unit backed by technical considerations. It is surprising that, In 
spite of these delays, no action was taken against the contractor and 
the contractor was allowed to hypothecate his machinery worth 
Ks. 5.4 lakhs. The Management have admitted that the matter was 
not placed before the Board and their prior approval was not ohtain-
ed. It was also stated during evidence in this l'Ollnt'ctiOI1 thut At t";s 
stage it is difficult to clarify the point. It is also surprising that the 
manaKement had not even verified the reasonableness 'of the rates 
before allowing the c()ntractor to undertake hydraulic shuttering. It 
has been admitted by the man:\gem~llt that 'from thl' recordll it 
appears that no separate exercise was made to verify its reasonahle-
ness'. 

7.51. The Committee take serious vh~w of these lapse,.. The)' 
would like that the matter should be thoroughly investi.rated, res-
ponsibility fixed and the Cummittee informed. 

C. Crane grantry structure at K1Jrkllnta 

7.52, The crane gantry structure at Kurkunta was completed by 
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the civil contractors on 12th August, 19~e at a cost of abo.ut Rs. 13 
lakhs. It was designed and supervised by Mis. Master Sathe and 
Kothari, the civil consultants of J(uIitunta Project. During the 
operation of the stock yard gantry in September, 1971, vibrations 
were observed and difficulty was expe-rienced in t.he operation of 
the crane. The structure was inspected in October, 1971 jointly by 
the Company's Civil Engineering Advis~t' and the Chief Engineer of 
civil consultants. In addition to the vibrations in the structure, the 
rail alignment was also found to be not correct and the crane wheels 
were rubbing against the rails at a number of places. As a result 
of the joint inspection, some defects were rectified and certain stiffen-
ing measures were also carried out tQ reduce the vibrations. 

7.53. On being asked to explain the reasons for the vibration, the 
civft consultants listed in April, 1973 a number of reasons more 
important of which were as follows:-

(i) The crane gantry had been designed for a maximum wheel 
load of 26 tonnes, whereas the actual wheel load was 
more. 

(ii) In the absence of any data regarding surge and longitu-
dinal forces of the crane from. the crane manufacturer's 
side, the structure was designf..>d on the basis of 1.8. Code. 
In actual operations, the figures appeared to be much 
higher. 

(iii) Crane rails were not properly aligned by Mis. Walchand-
nagar Industries Ltd. i.e. suppliers o,f plant and machinery. 

7.54. In the meantime, the matter had also been referred to the 
National Industrial Development Corporation Ltd. for looking into 
the problem in its entirety and suggesting the measures for reducing 
vibrations. Their Chief Structural Engineer visited the site on 6th 
April, ] 973 and on 12th April, 1m and quoted a lump sum fee of 
Rs. 97,000 fo; carrying out the remedial measures. During discus-
sions, the Corporation was also informed that the extra structurRl 
steel work of 150 to 200 tonnes (approx.) involving a cost of Rs. 5 
lakhs (approximately) might be required for carrying out the stiffen-
ing measures. 

7.55. The matter was considered by the BOtElrd in Us meeting held 
on 1st May, 1973 and it was decided that the civil consultants 01 Kur-
kunta Project may be entrusted with ihe work of preparing detaileti 
designs and drawings for strengthening work. The work would be 
undertaken by them on priority basiS, free of cost and they would 
furnish a guarantee for due perfonnance at the crane gantry aftt:r 
the completion of the work. 'nle Board also desired that the ques-
tion of fixing responsibility for the existing defects in the crane 
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gantry should be duly examined by the CPDO, and the Civil Engi-
neering Adviser and joint report submitted jn the next meeting of 
the Board. 

7.56. In this connecti~, the Management stated (November, H1l31 
March, 1974) as follows:-

(a) 90 per cent work in connection with the strengthening 
of the stock yard has been completed and the balance 
modification works will be undertaken when the kiln is 
stopped for relining. 

(b) "The Corporation is presently busy in removing the de-
fects and deficiencies existing in the smooth operation of 
the plant at the full capacity. As soon as this is complet-
ed the question of fixing responsibility for the defects in 
crane gantry will be examined." 

The Ministry stated (June,I974) as follows:-

(a) "In case the original design would have been based on the 
correct data the same also would have involved extra 
consumption o.f steel and increased cost in the beginning 
itself." 

(b) "The question of fixing responsibility for the defects in 
the crane gantry were examined and placed before the 
Board in its meeting held in March, 1974. The Board 
noted the infonnation and decided that it would not be 
possible to fix responsibility for under-designing of the 
stock yard gantry." 

7.57. As regards (a) above, it may be pointed out that generally 
strengthening a structure results in greater increase in cost than that 
to be inc\lrred on the basis of correct design initially. Moreover, 
aftlux of time would also contribute to additional cost on account of 
rise in price of steel. 

7.58. The Committee were informed that 'the total expenditure 
incurred so far in rectifying deficiencies in the two crane gantry 
structures was approx. Rs. 6.0 lakhs. The balance 10 pt!r cent work 
had mostly been completed but erections of so~e of the structural 
steel which had been fabricated could not be done due to materials 
stacking against the columns. This job would be taken up as and 
when conditions permitted without causing interruptions to the run-
ning plant. This would involve only 8 nominal expenditure of few 
thousand rupees.' 
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7.59. The Committee enquired whether a joint report 0tU the ques-
tion of fixing responsibility for the defects in the crane ~ntry wifl 
submitted by the Chief Project and Development Officer and the 
Chief Engineering Adviser of the Corporation and whether any res-
ponsibility had been fixed. The Management stated in reply that 
a joint report of the Civil Enginering Adviser and Chief Project and 
Development Officer could not be prepared as the Civil Engineering 
Adviser repatriated to his prese~t department. However, keeping 
in view the various facts, a brief was prepared for the Board's 
decision in the meeting held in March 1974 in which the position was 
explained. The board noted this information and decided that it 
would not be possible to fix responsibility for under-designing of the 
stock yard of the gantry. 

7.60. The Committee enquired as to what would have been the 
additional cost to be incurred by the Corporation in case original 
design would have been based on ~e correct data, and how that 
compared with the cost actually incurred. The Management stated 
as under:-

"An exact comparison of the cost that would have been in-
curred initi~y if original design was based on corrE'ct 
data and that as actually incurred is difficult at this stage. 
The contractors rate are based on a fixed issue rate for 
the steel provided in the Co"tract Agreement whereas 
steel is pro,;:ured from time to time at rates current at that 
time. The difference in cost of actual procurement of steel 
and that provided in contract issue rates is debited directly 
to the work. Therefore, a comparison of rates excluding 
the cost of steel is indicated below:--

ApprOximately, 250 tonnes of structural steel work has been 
done for the strengthening work The cost excluding 
supply of steel as per contract rat~s comes to Rs. 97,500/-
(Contract rates Rs. 1,360/- per tonne, issue of steel Rs. 
970/- per tonne, Rs. 1360/- (-) Rs. 971.)/- =Rs. 390/- per 
tonne; 39GX250=97.500). The cost at fabrication rates 
now paid for the strengthening work comes to Rs. 1.62,500 
(250X650). In addition, some welding work has been 

done. Therefore, the extra cost excluding supply of 
materials may be taken as approximately Rs. 80,000/-." 

7.61. The Committee regret to Dote that, though the crane ItBDtry 
structure was eompleted by the civil eonll'ac:ton OD 12th Aueust , 
1170 at a cost of ar. 13 lakhs, during the operation of the stock yard 
pnu, in Septe.ber, 1m, vibrations wen observed aDd diftkuJty 
"' .. aperIe~ ba the OperatioD of the erne. The raD alipment 
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... abo foaad to lie iacorrect aDd tile c1'8lle wheels were ru .... iq 
apiaat the ralla at a number of plaees. AuordiDa' to the civil ~n
AlltaDta who iuapected the structure, the Vibrations were on ae-
count of crane gantry having been designed for a maximum wheel 
load of 26 tonnes, whereas the actual wheel load was much more. 
Moreover, the craDe rails were not properly aligned by the suppliers 
of plant and machinery. In the absence of any data regarding su.rge 
and longitudinal forces of the crane from the crane manufacturer's 
side, the structure was designed on the basis of I.S. Code. In actual 
operations, the figures were much hiaher. 

7.62. The Committee are surprised as to how [oJ the face of thes'"; 
defects the work done by the civil contractors was accepted at all 
by Mjs Master Sathe and Kothari, the civil consultants who were to 
supervise the work. The Committee are not sure whether any per-
formance guarantee of the craDe was insisted upon before it was. 
taken over. The Committee would like that this matter may be in-
vest~ated and a report furnished. 

7.63. The Committee also note that the matter was referred to 
the National Industrial Development Corporation for su&fefltlng 
measures for reducing the vibrations. According to the National 
Industrial Development Corporation, extra structural wheel work 
involving a cost of about Rs. 5 lakbs would be required for carryin.c 
out the stiffening measures. The N.I.D.C. quoted a lump81lm of 
Rs. 97,000 for carrying out the remedial measures. When the matter 
was referred to the Board, it was decided that civil consultants of 
Kurkunta project should be entrusted with the work of preparing 
detailed designs and drawings for the strengthening work and thoy 
should undertake the work on priority basis free of cost and furnish 
a guarantee for due performance of the crane gantry. The Board 
also decided that the question of fixing respons!'bility for the existin~ 
defects 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. The Committee were informed that while most of tbe 
strengthening work was completed, the erection of some of the 
structural steel which had been fabricated could not be done due 
to stacking of material against the columns and it could be taken up 
as and when conditions permitted without causing interruptions to 
the running of the plant. 

7.64. It was also stated that the Joint report of the Civil Enginet'r-
ing AdviSer and the Chief Project Development Officer could not 
be prepared as tile Civil Engineering Adviser was repatriated to his 
parent department. The Committee faU to understand how the Civil 
Eagineeri .... Adviser was permitted to go back to his parent depart. 
meat witboat ... haW. COIIIpleted the ea..wr. 
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7.65. It is also surprising as to how in the absence of the report, 
the Board, which considered the matter, decided that it would Dot 
be possible to fix responsibility for under.designing the stock yard 
.antry. 

7.86. The Committee are also surprised that while the defeds in 
the gantry came to notice in 1971, the decision to fix responsibility 
was taken after a delay of almost two years. 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 
I:ke that the entire matter should be. thoroughly investigated with 
a view to pin-point the responsibility for tbe lapses and. the Com-
mittee informed of the action taken. 

D. Supply and erection of plant and equipment and defects in 
the equipment 

7.67. The letter of intent placed Wl MIs. Walchand Nagar Indus-
tries Limited in February, 1967 stipulated the completion of the 
supply of equipment by August, 1968 In the final agreement execu-
ted in October, 19691 the date of completion of the supply of equip-
ment was, however, mentioned as 31st December, 1969. Another 
agreement was executed in October, 1969 with this firm for the 
erection of the plant and machinery. 
(i) Delay in supply of equipment 

7.68. There was delay ranging from 10 months to 20 months in 
the supply of plant and equipment, as per details given below:-
------------------ -------

Sl. 
No. 

r 

Item 

I. Crushing plant I 

2. Crushing punt II 

3. Stock ~'ard 

4. Raw Material millin. 'plant 

~. Slurry .i!0II and mixer 

6. Dosing of raw material 

7. Rotary Kiln • 

. 

Scheduled 
clate of 
cumpletion 
of delivery 
as per ag-
reement 

3 

A.clual uate 
of com ple-
liun of 
delivery 

4 

December, 1969 28-11-7° 

Do. 9-11-1970 

Do. 9- II - I97° 

Do. S-2-1971 

Do. 24-2-1971 

Do. 6-4-1971 

Do. 6-t-J97J 



1ft 

I 3 

8. Cooling & transport of clinker IACX'mbcr, 1969 6-9-1971 

9· Coal milling plant • Do. 14-3-1971 

10. Cement millir:g plant • Dc. 31-8-IS71 

II. Gypsum & coal crushing plant Do. 9-11-1970 

12. Cement transport 00. 4-4-1971 

13. Cement silos • 00. 1%-2-1971 

14. Packing plant Do. 13-2-1971 

IS. (;ompressor station Do. 31-8-1971 

16. Electrical equipment Do. 10-3-1971 

7.69. In case of delay, firm was liable to pay liquidated damages 
@! per cent of the value of the machine so delayed for every fun 
month; subject to a maximum of 5 per cent of the value of the res-
pective machine. No liquidated damages were, however, leviable 
lUllder the agreement in case; 

(3) Company was not ready for installation of the machinery: 

(b) the late delivery of a particular machine, component 
or equipment did not delay the Company's erection pro-
gramme; 

'(c) there was delay in supply of special type of well-wagons 
or there was a delay due to delay in the infringement 
sanction of Railways for the oversize and bulky cement 
machinery or there was delay in obtaining the Railway 
sanction for the movement of machinery arising out of 
.non-payment or there was delay in payment of dues and 
charges, if any, by the Company for the alteration It addi-
tions to the Railway track for the machinery. 

'154 LS-12. 
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7.70. It was noticed that there was delay in erection work in the 

following cases on acc~t of delay in the supply of machinery. 

Sche- Actual Sche- Actual 
duled date duled date of 

81. Particulars dare of when date of erection 
delivelY the deli- erectien 
by the very was 

No. 

supplier comple-
as per ted by 
agreement supplier 

3 4 S 6 

----
"""ml><' '~'~70 1 7-3-71 %3-7-71 
1969, 

Do. Do. 

I. Apron feeder • 

2. Primary crusher 

3. Secondary crusher • Do. 9-U -70J 
4. Slurry mill Decrrnber, 17-1%-70 

1969 
7-5-70 16-10-71 

s. Kiln Department Do. 7-1%-70 15-5-70 1%-12-71' 

6. Dosing BI1d dcdusting plant D<,. Il-U-70 15-5-70 1%-12-71 

7. Cooler I Do. 17-1%-70 15-5-70 1%-12-71 

8. Coal Mill Deptt. Do. 17-1.2-70 5-10-70 , 3-1%-71: 

9. Cement Mill IX" 7-1%-70 7-6-70 April. 7% 

7.71. No liquidated damages were levied against the firm for de-
lay in supply of above equipment .. The Corporation had not, how-
ever, settled the final bill of the firm amounting to Rs. 12.29 lakhs. 

~(ii) Delay in erection owing to non-completion oi civil foundations 

7.72. Schedule IV of the erection agreement indicated the dates 
by which civil foundations in respect of the various units of the' 
Plant were to be ready in all respects and also the dates by which· 
erection work in respect of these units was to be completed. The 
Corporation, however, failed to complete the civil works by the dates 
indicated in the schedule and there were delays in this respect rang-
ing from 6 months to 9 months. Erection work was, therefore, net 
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done by the firm according to the time schedule in the followin, 
cues:-

~ t:r Schedule IV Actual Actual 
of t e Contract date of date of 

Civil Erection 
har.dlirg ccmplc:-
('vcr cf tien of 

SI. Particulars 
No. 

fOUl'da- to be civil erection 
dons completed fCW1da-
to be by tion 
ready in 
all res-
pects 
latest by 

2 3 " S 6 

.. 7-12-1969 7-3-1970 ,,-6-1970 23-)-1971 , 1. Crusher D.:partment 

2. Crane Department 3°-11-1969 IS-3-197° 23-5-1970 23-6-197 1 

" 3. Slurry Mi11 Deptt. 15-11- 1969 7-5-/970 23-5-1970 16-IC-I!>71 

4. Slurry Silo Deptt. . 30-lo-lS'69 3c-I 1-lS'69 Nl1rc~. 5-11-197' 
1970 

s. Slurry Ban Deptt. 15-10-1969 IS-JI-1S69 i 29-9-1569 Novtmbc-r. 
1970 

6. Coal Mill IS-I-1970 15-3-1970 3-9-1970 3-12-1971 

7. Auxiliary for Coal Mill Dc-
partment 3-6-1970 3C-S'-J9iO 3-9-1970 3-12-1971 

B. Kiln Department . 15-10-1969 7-8-197° 25-9-1969 12-12-1971 

7.73. It was noticed that there was no clear record of the date. 
M which erection work of the various units of the plant was actual., 
Iy completed. No final payment in respect of erection work had also 
been made and the question of damag6, if any, recoverable from the 
firm remained unsettled. 

The Ministry stated (June, 1974) as follows:·-
"The plant supplier has yet to give performance test for cer-

tain units of the plant viz. Crusher, raw mUl, kiln and 
fuel consumption in the kiln. The question of levy of 
liquidated damages for delay in supply and erection will, 
therefore, be considered before releasing the final payment 
after the supplier has given performance test for the 
above units." 

7.74. The Committee uked whether the withheld amount of 
RB. 12.29 laths would be adequate to cover the damages recoverable 
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from the plant suppliers f01' (i) delay in suppiy of equipment and 
erection thereof; (ii) deficiencies in the manufacture of crane gantry 
structure, and (iii) non-fulfilment of performance guarantee on 
account of various defects and deficiencies in the plant. The Manage_ 
~ent in a written reply stated as under:-

"Since the performance guarantee on account of various d·;fects 
and deficiencies is yet to be established the damage!; re-
coverable cannot be ascertained at this stage. 

In addition to the amount of Rs. 12.29 lakhs wit.hheld on 
account of commissioning and fulfilment of performance 
guarantee, an additional sum of Rs. 7.67 lakhs payable to 
the machinery suppliers has also been withheld. It has 
been decided that it will not be possible to fix any reos-
ponsibility for the deficiency in crane gantry structure. 
It is hoped that it will be possible to recover the damages 
on account of delay and performance guarantee ftom plant 
suppliers." 

7.75. The Committee regret to note that there were delays rang-
ing from 10 months to 20 months in the sUiJlply of various items of 
plant and equipment by the plant suppliers. Though the contract 
provided for payment of liqutdated damages in case of delays by tbe 
plant suppUers no liquidated damages were leviable in case, 
amon~ other things, the late delivery of a particular machine etc. 
did not delay the Corporation's erection programme. The Committee 
learn that the erection work in a number of cases was delayed due 
to delay in the supply of machinery but no liquidated damages have 
been levied against the plant suppliers (who were also givea the 
erection contract) for delayed supply of equipment even in these 
cases though -the Corporation has not settled the final hills oOf the 
plant suppliers amounting to Rs. 12.29 lakhs. Besides, an additional 
sum of Ks. 7.67 lakhs payable to machinery suppliers has also bf!e-n 
withheld by the Corporation. The Committee find that erection work 
was delayed by the plant suppliers in certain cases due to non-com-
pletion of civil foundations by the Corporation itself. However, no 
clear record of the dates oOn which erection work of the various units 

.of the plant was adually completed was kept. The Committee recom_ 
Dlend that each case of delay in supply of plant and equipment And 
completion of civil foundations and erection work should be cri'ticatly 
aaalyted so as to allocate the responsibility in the matter between 
the Plant suppliers and the contractor for civil works. The 
Committee also recommend that Government/Corporation slMMat4. 
make .ure that the withbeld amount of Bs. 12.29 lubs 'WouW be 
adeq1Ulte to CIOV_ cIam.,es recoverable on account of delay. ia 
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8UPJIoIy of equipment, deficiencies in the manufariui'e of dane pntry 
structure and non-fulfilment of performance roarantetl. 

(iii) Defects and dejiciencie. in the equipment 

7.76. Owing to delay in the completion of civil works, supply of 
plant and machinery and erection thereof, the trial runs could be 
ccmmenced with effect from May, 1971 and continued upto 28th 
April, 1972 as per details given below:-

Units of the plant 

Crusher 

Crane 

Slurry mill 

SlurrY silO 

Slurry basin 

Coal mill 

Kiln 

Cement mill 

Cement silo and packing house 

Date of trial 
run 

1-5-1971 

35-6-1971 

5-11-1971 

5-11-1971 

25-11-1971 

3-12-1971 

12-12-1971 

Not 
available 

28-4-1972 

7.77. The trial runs revealed a number of defects/deftCiencies in 
the equipment supplied by the firm. In February, 1972, the Works 
Manager of the Pro-ject, while requesting the firm to expedite the 
rectification of deficiencies, stated that the frequent break-down and 
consequential enormous loss of production was due to 'substandard 
quality of machinery supplied 9nd design failure.' The firm was also 
informed that it was not poGSlble for the Corporation to take over 
the Plant until all the defects had been rectified and proper per-
formance tests conducted. On 6th March, 1972, the firm agreed to 
remove all the defects/deficiencies within a period of six months. 

As the firm failed to! carry out the work as promised, the Cor-
poration informed it on 10th October, 1972 that unless all defects of 
the Plant were rectified within 2 months, i.e. by 10th D~ember, 1972, 
the works would be got done through other agency at firm's cost 
and risk. Or.. 16th October, lW2 the firm agreed to complete the 
work within 3 mOtlltM. The work had however, not. been completed 
and was still (April, 1974) going on. Consequently, the perform-
ance guarantee tests as stipulated in the agreement for certain units 
of the Plant were yet June, 1974) to be obtained. 
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7.78. It may be mentioned that the contract limits the liability of 
the firm to the replacement, rectification or repair free of charge of 
the components or parts of the machinery or equipment found de-
fective and does not cover the loss of production resulting from such 
defective/deficient equipment. 

7.79. In this connection, the Management stated (March, 1&74) 
as follo~:-

(a) The firm has, so far, given performance guarantee for 
Cement mill, Coal mill and Packing Plant. The perform-
ance guarantee tests for other units (Crusher, Raw mill 
SIld Kiln including fuel consumption in the Kiln) had 
been abandoned as there were frequent power interrup-
tions and break-downs. 

(b) The firm was to demonstrate performance guarantee tests 
for the remaining units by December, 1973, but this was 
not done. It has, however, been reminded to undertake 
performance guarantee after the Kiln and other units are 
commissiooed after relining of the Kiln b' the middle of 
April, 1974. 

7.80. The Committee asked whether it was not a fit case for in-
vestigation by a technical Committee in view of the various defects 
and deficiencies notic:ed in the equipment supplied by the plant sup-
pliers and whether any assessment had been made of the loss of 
production caused by frequent breakdown on account of such defectR 
in the equipment. The M'anagement in reply stated as under:-

"Main machinery supplied at KUl'kunta is of standard quality. 
There are certain defects in the auxiliaries which are be-
ing attached to by the suppliers. It is difficult to assess the 
loss in terms of production because of other majo!' con-
straints which are prevailing in that area such as severe 
power cut shortage of wagons, poor quality of coal etc." 

'7.81. In this connection, the Ministry stated in a note as under:-

"The Action Committee on Public Enterprises appointed by 
the Government of India for scrUtinising the working of 
the plants of the Corporation, has already gone into the 
working of the Kurkunta Plant. 

The Committee has visited the Kurkunta plant and identified 
certain weak links, defects and deficiencies in the plant, 
such as gap between primary crusher output and the bolt 
conveyor, perform~nce of the crane, slurry mixer basin, 
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compressed air insuftlciency, supply 01 material to the 
crusher and movement of materials, etc. Some of the 
defecfs etc. have already been attended to by either the 
Corporation or the plant suppliers and others are in the" 
process of rectification. 

The gap between the primary crusher outlet and the belt conve-
yor leading to the secondary crusher has been suitably 
modified. Certain adjustments have been made in the 
operations of the cooler resulting in improvements in the 
performance of the cooler and the drag chain. The work 
regarding the strengthening of the stockyard has been 
completed to. the extent of about 95 per cent. A twin 
drive system for the slurry mixer basin has been provided 
by the suppliers of the plant, as a result of which the 
basin is now operating with load up to 4 metres as against 
a maximum of 4.9 metres. The other rectifications are in 
progress. As a result of the improvements carried out, 
the clinker prodUction during the fim three quarters of 
1974-75 was 86,965 M.T. as against 64,910 M.T. during the 
corresponding period of 1973-74. In spite of non-avail-
ability of wagons and power cut ranging from 10 per cent 
to 60 per cent imposed in the Karnataka State, cement 
production during the above periods was 79,543 M.T. as 
against 83,433 M.T. during the corresponding period of 
last year. 

"The plant suppliers have given performance tests for the 
cement mill and packing plant and are yet to give the 
perfonnance tests for the crusher, raw mill, kiln and 
power and fuel consumption. The question of imposing 
penalty on the plant suppliers for defective plant and 
machinery will be considered by the Corporation in tt'rms 
of the cOlIltract after the suppliers have given performance 
test for all the units. 

As the defects and deficiencies pointed out by the Action Com-
mittee have been rectified/are being rectified either by 
the Corporation or by the plant suppliers and in view 
of the above it has not been considered necessary to 
appoint another technical committee to investigate the 
working of the plant. 

The Corporation, however, has withheld an amount of about 
Rs. 19 lakhs due to the suppliers on various accounts. 

It is d.i1Bcult to assess the lou ol production due lO1ely to 
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defects and deficiencies in the plant as other constraints 
like power shortage, water shortage, floods, shortage of 
wagons etc. from time to time were also contributory fac-
tors for under utilisation of the capacity:' 

7.82. When asked as to why the performance guarantee tests for 
crusher raw mill and kiln (including fuel consumption) were aban-
doned especially when the plant suppliers was yet to demonstrate 
performance guarantee test for certain other units, the Management 
stated that 'attempts were made by the plant supplien for giving 
the performance guarantee for different units. The rectifications 
work in the plant was underway by the suppliers. They would give 
performance guarantees of crusher, Rotary kiln, pOWEll' and fuel 
consumption.' 

7.83. 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 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". 

7.84. The Committee were informed that on 6th March, 1972, the 
plant supplier had agreed to remove the defects/deficiencies 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 
suppliers had agreed to complete the rectification work within :1 
months from 16th October, 1972, the work had not been completed 
till April, 1974 and many of the defects are reported to be still un-
rectified. Consequently, the performance- gUarantee tests, as stipu-
lated in the agreement, are yet to be obtained. The Committee 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 ed power 
and fuel consumption. The Corporation is stated to have withheld' 
an amount of about Ks. 19 lakhs due to the suppliers on various ac-
counts and has stated that the question of imposing penalty on the 
plant suppliers for defective plant ~d mlllChinery would be consider-
ed by the Corporation in terms of the contract after the suppliers 
have given the performance test for all the units. The Committee-
find that the Corporation had not so far assessed the loss of produc-
tion due to the defective supplies and the delays. The Committee-
:recommend that the entfre matter regarding supply of machinery", 
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their erection, performance guarantee etc. should be thor~hly ia-
vestigated with a view to fixing responsibility and Committee in-
formed of the action. 

7.85. The Committee were informed that the Action Committee 
08 public enterprises appointed by the Government of India scndi-
nised the working of the plants of the Corporation at Kurkunta and 
.. the defects and deficiencies pointed out by the Action Committee 
have been rectified/are being rectified either by the Corporation or 
.,y the plant suppliers, it had not been considered necessary to "p_ 
point another technical Committee to investigate the working of the 
plaut. The Committee feel that the purpose of the Action Commit. 
tee was not to decide whether the plant supplied was of sub.stan-
dard quality and of bad design or not but to remove the defeds 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 "ction 
should be taken against the plant suppliers in this regard. In the 
c:ircumstances the Committee do not agree that no investlratiOll is 
ealled for. The Committee recommend that Government should 
appoint a Technical Committee to go Into the working of the plant 
with a view to identifying its deficiencies. 

E. Quarry Operations 
7.36. The Detailed Project Report envisaged the mechanical 

eperation of the quarry and equipment!'> worth Rs. 17.70 lakhs were 
purchased during the period from June, 1969 to August, 1971 for this 
purpose. Initial development of the quarry was, h~wever, taken up 
in February, 1971 through the agency of piece rate contractors 
Mechanical operations commenced with effect from November, 1971 
only. The quantity raised through contractors and through mecha-
nical operations together with the cost of raising/collection, as inti-
mated by the Management, is indicated below:-

.-.--------
Up to 31-3-1912 1912'73 

Quantity Value Quantity Value 
(In (Rs. in (in (R •• in 
tonnes) lakhs) (tonnes) lakhs) 

(a) Through contractors 93,797 o· 80· Nil Nil 

(b) Through mechanical operations 20,101 l'I2 60,844 3'06 

·Represents cost of raising for 34,744 tonnes only. Cost of raising for S9,0S3 tonnes wa. 
lIot separately available. The cost of raising and transporting this quantity, 8S furnished 
by the Management, was Rs. 4' S8 lakhs. 

7.87. It will be seen from above that the cost of raising lime-
stone through mechanical operations was higher. 
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7.88. During the year 19'73-74, a quantity of 1,7ol,545 tonnes of 

limestone was raised departmentally, i.e. through mechanical opera-
tions at a cost of Rs. 12.13 lakhs and a quantity of 15,645 tonnes was 
raised and transported by the contractor to the factory at a combined 
cost of Rs. 1.17 lakhs. 

7.89. Explaining the reasons for raising and transport of limestone 
tllrough the contractors, in 1973-74, the Management stated that after 
rectification of the defects the performance of the plant was ex-
pected to improve substantially. To mi!E!t the limestone require-
ment of the plant the Action Committee recommended to build up 
sufficient stock of limestone in the factory. In view of the inade-
quate grounds stock of limestone and in view of the necessity to 
build up the ground stock by the time the rectifications were ex-
pected to be over, the work for raising and transport of limestone 
was awarded to the contractors. 

7.90. The Management informed the Committee that they had 
examined the economics of quarry operations for raising 1000 tonncs 
of limestone per day and felt that under the present labour-wage 
structure and the cost of the inputs to the machinery "mechanical 
operations will be as economical." 

7.91. Asked as to how the cost of raising and transporation of 
limestone obtained in 1972-73 and 1973-74 compared with the inci-
dence anticipated in the DPR and/or standard cost, the Managemen~ 
stated as under:-

"The Detailed Project Report was prepared in 1966 on the 
then prevailing costs. The cost of raising and transport 
of limestone obtained in 1972-73 and 1973-74 cannot there-
fore be compared with the incidence antiCipated in 1966 
as the cost of various elements that go into the ultimate 
cost of raising have undergone substantial changes. The 
per tonne cost of raising and transportation of limestone 
in 1972-73 and 1973-74 as compared to standard costs 
prepared in March, 1974 were as follows:-

and 1973-74 as compared to standard costs prepared in March, 1974 
were as follows: 

1972-73 

1973-74 

Standard COSb. 



167 

7.92 The Detailed Project Report had envisaged transportation 
.t limestone from quarry to factory through a 3.5 kms. long Narrow 
Gauge track. The work was taken up in November, 1967 depart-
mentally and a sum of Rs. 1,00,740 was deposited with the Railways 
for supply of rails. As Railways could supply rails worth Rs. 29,564 
till July, 1970 and thereafter further supplies were stopped by an 
injunction order issued by. the Court, the Corporation decided in 
February, 1971, to award the work to the Railways and for this pur-
pose a further sum of Rs. 4 lakhs was deposited with the Railways 
in June, 1971. The work was completed by the Railways in Fe.-
ruary, 1972 aDd the final -bill was still (November, 1973) awaited. 

7.93. For the transportation of the limestone, Corporation had 
placed an order in January, 1968 for the supply of 80 wagons which 
was reduced to 60 wagons valued at Rs. 6.06 lakhs in June, 1969. 
The wagons were received during the period from January to 
October, 1970. A locomotive was also purchased at a cost of 
Rs. 0.79 lakh in February, 1972.. The wagons and the locomotive 
could not, however, be put to use till November, 1972 due to the time 
taken in the completion of the Narrow Gauge track and thereafter 
on account of nonregistration of the boiler. Another loco was 
also purchased on 15th December, 1972 at a cost of Rs. 0.73 lakh 
and was stated to be under repairs (July, 1973). The Ministry 
stated (June, 1974) that "the second loco has also since been put 
to use". 

7 .94. The Committee were informed that the final bill from the 
Railways for laying Narrow Gauge track had not yet been received. 

The time taken in getting the boiler registered was as under: 

Loco No. 

2 

Date of Receipt 

10-2-1972 

15-12-1972 

Date of Rcaiattation 

23-9-1972 

23-4-1973 

7.95. It was stated that as ,60 wagons for transporting limestone 
from quarry to factory were not adequ.ate, additional 8 wagons had 
since been procured for this purpose. 

7.96. Pending completion of the Narrow Gauge track, the Cor-
poration took up in January, 1971, the construction of a service road 
with water bound surfacing by the side of the track. The work was 
wtdertaken departmentally and completed on 6th April, 1972, at a 
coet of Rs. 1.25 lakhs. 'nle longer time taken for completion of 
the service road upto water bound stage was stated to be due to 
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l1on-availability of road roller and trucks and acute shortage of 
water. 

7.97. Even after completion of the service road, it was fouri. 
unsuitable for plying dumpers for transportation of limestone 
boulders. On 6th September, 1972, the Management decided tG 
provide block topping for this road at a cost of Rs. 1 la:Kh to make 
the road suitable for regular dumper traffic. The work was sche-
duled to be completed by November, 1972, but had not been com-
pleted so far (August, 1974). The crusher was put to trial run on 
1st May, 1971. As neither the railway track nor the, service road 
were ready by that time and as the service road was found suitable 
after completion the transportation of limestone was done by the 
contractors through the private lands. As a result the Corporation 
had to forego the rebate offered by the two contractors in the event 
of the facility of good service road being available and nad also 
to allow an extra rate of Re. 0.31 (for transportation within the 
factory area) and Re. 0.75 per tonne (from quarry to factory) to 
the third contractor on the same score. 

7.98. The Committee were informed that service road betweell 
factory and quarry was required for inspections supply of materials 
spare parts and such other items and was a means of communica-
tion between factory and quarry. Therefore a regular service road 
was always necessary between factory and the quarry wherever t~ 
transportation of limestone was by any means other than road. 
Therefore, the expenditure incurred Dn the construction of service 
road had served the purpose. 

7.99. Asked about the reasons for not implementing the decision 
taken in September, 1972, to provide black topping on the service 
road till August, 1974 the Management stated as under: 

"After taking decision in September, 1972 to provide black 
topping on the service road, the work of collection of 
stone aggregates, stone chips etc. was got done. Hnw-
ever, due to extreme drought conditions in the area, conso-
lidation of stone metal which required appreciable quan-
tity of water could not be done. .In addition, the procure-
ment of bitumen also got delayed due to acute scarcity 
of bitumen in the country. However, the work of conso-
lidation of the metal had been completed in July 1973. 
'nle procurement of bitumen and chips for pre-mixing 
had also been completed. Laying of the pre-mix which 
involves labour only could not be done at that time -
the bitumen ",ork cannot be done during rainy season. 

The work of pre-mix could not be taken Ul> so fat' and 
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would be taken up at a suitable time. This is a small 
work which involves labour only." 

7 .100. The Committee asked whether any investigation had been 
made and responsibility fixed for non-completion of the service road 
m time in view of the fact that it was not being put to use and 
I;ldditional expenditure had been incurred by the Corporation, the 
Management stated in a written reply as under: 

"The service road as originally intended was only to provide 
access to quarry and not for the regular movement of 
dumpers carrying limestone. The developments leading 
to metalling and pr';)-mixing of service road took place 
from time to time in view of the changed conditions as 
the commissioning of N. G. track by railways was getting 
delayed. Therefore it is not correct to say that the extra 
expenditure on the transportation of limestone has been 
incurred due to non-completion of the service road. The 
question of fixing responsibility on this account, therefore, 
does not arise." 

7.101. The total expenditure incurred on the construction of the 
service road was Rs. 1.88 lakhs. The total amount paid to the con-
tractor on account of extra rate of Re. 0.31 per tonne (for transpor-
tation within the factory area) and Re. 0.75 per tonne (from quarry 
to factory) was Rs. 53,986. 

7.102. In regard to losing the rebate offered by the two contrac-
tors, in the event of the facility of good service road being made 
available, the Management explained the position as follows: 

"It may be stated in this connection that the work of collection 
and transportation of limestone boulders was awarded to 
the two contractors on the basis of the tenders received at 
the end of 1970 and negotiations held in January, 1971. 
During negotiations, the Contractors who were allottNf the 
work had indicated that thE'y would have agreed for rf"ou('-
ing the rates quoted. by them provided the facility of a 
good service road was available. Since the work was 
awarded on the then existing conditions at the site, the 
observation that the Company had to forego the rebate 
offered due to absence of the facility of good service road 
would be only hypothetical." 

1.103. The Committee regret to note that though tbe DPR envis-
.. mechanical opention of the fJ.U81TY and accordingly equip. 
-.ea. worth B.s. 11.70 Iakhs were purebased durin, the period Juae, 
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69 to AUiUSt, 71, the initial development of the quarry was hlkea 
up in February, 1971 through the agency of piece-rate contracion 
and the mechanical operations commenced w.e.f. November, 1tTl. 
They are constrained to remark that the equipment purchased as 
early as June, 1969 was kept idle till November, 1971. They cannot 
but express their displeasure at this lack of coordination and p .... 
ning in the development of the quarry, purchase of equipment and 
commencement of mechanical operation and hope that lessons wiD 
be learnt from this in future. 

7.104. The Committee also note that although in 19'71-72 the cost 
raising limestone through mechanical operations was higher, tbe 
Corporation has since examined the economics of quarry operations 
and has come to the conclusion that under the present labour-wage 
structure and the cost of inputs, mechanical operations will be ec0-

nomical. They, however, regret to note that the per tonne cost of 
raising and transportation of limestone in 1972-73 (Rs. 8.86) and 
1973·74 (Rs. 8.48) was higher than the standard cost prepared in 
March, 1974 (Rs'. 8.08). The Committee would like the Corporation 
to identify the deficiencies and defects in the mechanical operations 
which account for higher cost of raising and transportation of lime-
stone and take suitable remedial steps to bring the cost of mechani-
cal operation at least to the lt~vel of standard cost. 

7.105. The Committee note that the DPR envisaged transportation 
of lime stone from quarry to factory through 3.5 kms long narrow 
gauge track and a sum of Ks. 1 lakh was deposited with Railways for 
supply of rails. Since Railways could supply rai'ls worth Rs. 21564 
tHi July, 1970 and thereafter further supplies were stopped through 
a court orrlcr the Corporation decided in February, 1971 to award 
the work to the Railways and deposited Rs. .. lakhs with Railway. 
in June, 1971. Although the work was completed in Febrrary, 1972, 
the final bill from Railways is stilI awaited. The Committee feel 
that the long delay of over .. years could have been avoided if the 
work had been entrusted to Railways from the beginning. 

7.106. The Committee also note that the wagons for the trans,.r-
tation of limestone were received during the period from January 
to October, 1970 and a locomotive was purchased in February, 1972. 
But the wagons and the 10fomotive could not be put to use tiD 
November, 1972, due to the time taken in the completion of the nar-
row gauge track and thereafter on account of the Don.registration 
of the boiler. Another 10(~ was purchased on 15th December, It'l2 
but it was registered on 23rd April, 1973. The Committee regret to 
nete that there was no synchronisation in the completion of rail ... ,. 
.ack, purchase of warons and locomotives and the registrati.. ef 
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the boilers with the result that the rolling stock had to remah' idle-
tor a number of months. They would have liked the Corpontion 
Dot to have proceeded with the construction of the railway track and' 
the procurement of the various items' of rolling stock in such. 
Jaaphazard and uncoordinated manner. 

1.107. The Committee find that pending the completion of the 
Darrow gauge track the Corporation took up in January, 1971 the 
eonstrudion of a service road and completed it at a cost of 
as. 1.25 lakhs in July, 1972. Even after completion it was found 
unsuitable for plying dumpers for transportation of limestone boul-
ders. Though a decision was taken in September, 1972 to black top 
the 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 w,as 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 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 contractors and had to aUow an extra rRte 
to the 3rd contractor. The Committee fail to understand why the 
Management could not have 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. 53986 had to be incurred 
for t1l8nsportation of limestone through the third contractor. The 
Committee suggest that the matter may be investigated and res-
ponsibility for the lapses fixed. 

F. Production Performance 

7.108. The Project was scheduled to be completed and commis-
sioned by August, 1969. However, due to delay in the completion 
of civil works, supply of plant and machinery and erection tht'reof. 
the individual units of the Plant were put on trial runs between 
May, 1971 and April, 1972. As mentioned earlier, a number of 
defects and deficiencies were noticed in the equipment during trial 
runs. 

7.109. The Plant was, however, deemed to have gone into com-
mercial production with effect from 1st October, 1972. Till that 
date, the Plant had produced a total quantity of 25,320 tonnes of 
cement. The performance cf the Plant subsequent to the commence· 
ment of the commercial production was also very unsatisfactory. 
As against the rated capacity of 1 lakh tonnes (based on ,;ix 
months working), the actual production from 1st October, 1972 to 
31st March, 1973 was only 43,443.65 tonnes. 

~ 
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7.110. The non-achievement of capacity had been maip.ly due to 

the following defects: 

(a) The gap between primary crusher outlet and belt con-
veyor leading to the secondary crusher being limited, 
frequent jamming of stone occurred, resulting in severe 
damage to the belt and lower output. 

(b) The performance of E. O. T. crane had been unsatisfactory 
due to weak gantry, resulting in the crane track going 
out of alignment frequently and due to slow operation. 

(c) The slurry mixer basin drive mechanism had been a total 
failure so far due to defective design and supply of faulty 
equipment. As a result the slurry was directly fed from 
the silos to the kiln. OWing to non-working of the slurry 
mixer basin. the material in silos got clogged, leading to 
frequent stoppages of kiln, higher consumption of fuel in 
the kiln and also contributing to weaking of its refrac-
tory lining. The Management stated (March, 1974) that 
the principals of the plant suppliers proposed to replace 
the slurry mixer basin by making alterations and modi-
fications in the drive mechanism shortly. 

(d) The chain system in the kiln was defective, causing for-
mation of irregular nodules and high fuel consumption. 
It was reported (December, 1973)' to the Board, in this 
connection, that a fresh design was to be supplied by 
MIs. Walchand Nagar Industries Limited. 

7.111. The Ministry stated (June, 1974) that, according to the 
kiln expert Mis. Polysius of West Germany-Foreign collaborator 
of the plant suppliers). the chain system in the kiln was in order. 

(e) The cooling arrangements for the clinker was inadequate. 
The Ministry stated (June, 1974) that the foreign 
expert after his visit to the plant, had agreed to furnish 
his views for effecting improvements in the perfurmance 
of the cooler. 

(f) The clinker transport system through the drag chain con-
veyor was defective. There were frequent breakages in 
the chain system which itself had been ascribed to recep-
tion by the conveyor of hotter clinker than the chain 
could take. 

(g) Frequent break-downs of high pressure fine coal fan 
mainly on account of wearing of impeller and damage to 
bearings. 
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7.112. As a result of the above defects, the actual output of the 

various sections of -the plant had been much less than guaranteed 
output, as per details given below: 

Section of the Plant Guaranteed output Actual output 
average (1-10-197% 
to 31-3-1973) 

I. Crusher %00 tonnes per hour 91 lonnes per hour 

2. Raw Grinding 
Mill • 55 tonnes per hour 45 tonnes per hour 

Actual pounon 
average (1973-74) 

74 tonnes per hour 

50 tonnes per hour 

3. Kiln 600 tonnes per hour 456 tonnes per hour 5~ tonnes per hour 

4. Packing mill 60 tonnes per hour 44 tonnes per hour 5 I tonnes per hour 

5. Cement Grinding 
Mill . 35 tonnes per hour 34' 4 tonnes per hour 

---
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'1.114. The position regarding the rectification of the varioua 
tlefects was stated (January, 1975) by the Manag~ent as foi!ows:-

"(a) The gap between the primary crusher ,outlet and the belt 
conveyor leading to the secondary-crusher has been suit-
ably modified. .,,'.', 

(b) The work on the strengthening of the stock-yard has 
been completed except for a few colunms where due 'to 
material build-up (accumulation of clinker due to power 
cut ranging between 10 per cent and 60 per cent), it has 
not been possible to complete the job. The final align-
ment of rails shall be done after the strengthening work 
is over. The performance of the E.O.T. crane is likely to 
improve further on completing the above jobs. 

(c) The modification work for the slurry mixer basin is pro-
gressively being done and has not been completed so far. 
The twin drive system has been installed and the mixer 
basin is being run with load of slurry-:-4 meters against 
the maximum of 4.9 meters. The air piping system was 
modified in September, 1974. The slurry mixer basin has 
not been replaced by the suppliers. 

(d) The chain system in the kiln has not been modified by the 
plant suppliers. CCI still feels that the chain system is 
not upto the mark. 

(e) & (f) Certain adjustments have been made in the operations of 
the cooler resulting in improvements 'in the performance 
of the cooler and drag chain. The recommendatiQns of . 
the foreign experts are awaited. . 

(g) Improvements in the performance of the :H.P. Fan have 
been achieved due to some modification work." ' 

'1.115. The Committee enquired whether the, legal posi~on had 
tieen examined with a view to bind the plant suppliers for the vari-
ous defects and deficiencies in the plant and other contractual failure 
em their part. The Management stated in a written reply, as 
ander:-

"The Plant has been taken over is only in respect of comple-
tion of erection of all the units. Plan suppliers have yet 
to give performance guarantees for Crusher, Raw Mill, 
Rotary Kiln, Power and Fuel consumption. C.C.I. is hl).d-
ing more than Rs. 12 lakhs. Further, under the' termS of 
contract the suppliers are bound to rectify the defec1lll 
deficiencies in the plant. They are already rectitytng 'the ' 

, , 



C1efects. They are making aJIl'angements to give pertor .. 
mance guarantees shortly." 

7 .116. It is noticed from the Annual Report of the Corporation 
for 1973-74 that, as against the target of 1. 25 lakh tonnes of cement. 
the Kurkunta Unit produced 1.10 lakh tonne~ in 1973-74, thereby 
achieving 55 per cent of the installed capacity of 2 lakh tonnes. It 
has also been mentioned therein that the plant was expected to 
achieve 70 per cent of the installed capacity during 1974-75. The short-
fall In achievement of targets in 1973-74 was stated to be due to 
frequent power failures interruptions and fluctuations in addition 
to power cuts. There were also unprecedented rains as a result of 
which production had to be shut down for 22, days in August, 1973. 

7.117. When asked about the reasons for fixing the target of pro-
duction in Kurkunta factory in 1973-74 much below the installed 
capacity of 2 lakh tonnes, the Management stated as under:-

"Normally for the first year of operation, capacity utilisation 
is taken at about 50 per cent. For 1973-74, the target was 
fixed at 1.25 lakhs tonnes taking into account the teething 
troubles and the deficiencies that were noticed in the per-
formance of the plant and machinery. The target for 
1974-75 of 1.40 lakhs tonnes also was fixed taking into 
consideration the defects and deficiencies in the plant and 
machinery and the anticipated power cut." 

7 .118. When asked as to when the installed capacity of 2 lakb 
tonnes per annum was expected to be achieved, the Management 
stated in a written reply as follows:-

"The Management expects to achieve 85 per cent capacity uti-
lisation (as has been fixed by Task Force on cement 
industry appointed by Government of India) i.e. 1.70 
tonnes of cement production per annum at Kurkunta 
provided (i) Power restrictions imposed by Karnataka 
Electricity Board are completely withdrawn, (il) The, 
railways supply wagons for inward movement of coal and 
gypsum and for outward movement of cement, and (iii) 
natural calamities like floods, during monsoon and scar-
city of water during summer months do not hamper the 
cement production." 

7.119. The Committee were informed that the produc~jon of 
Pozzolana cement during 1974-75 at Kurkunta by inter-gradmg of 
flvash with clinker was expected to be about 5 to 10 per cent of the 
total production in that factory. 
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"1.120. The Committee note t.hat the project was scheduled to be 
completed and commissioned by August, 1989. However, due to delay 
in completion of civil works, supply of plant and machinery and erec-
tion thereof, the .indhddual uaits were put to trial runs, between May, 
19'71 and April, 1972. A number of defects and deficiencies were 
Doticed during trial runs. The Plant was deemed to have gone into 
commercial production from lst October, 1972. The Committee re-
gret to note that even after this, the performance was very uDsatis-
factory. As against the rated capacity of 1 lakh tonnes, the artual 
production from 1st October, 1972 to 31st March. 1973 was 43443 
tonnes. During 1973-74, against the target of 1.25 lakh tonnes, 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 
Cluring 1974-75. The non-achievement of capacity was stated to be 
.due to-

(a) the gap between primary crusher outlet and belt con-
veyor resulting in severe damage to the belt and lower 
output; 

(b) performance of EOT crane being unsatisfactory due to 
weak gantry; 

(c) total failure of slurry mixer basin drive mechanism due 
to defective 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 coal fan: 
As a result of these defects the actual output of the various 

sections has been less than the guaranteed output. There were also 
frequent stoppages due to mechanical 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 of the Plant suppliers the chain system was in order, 
the CCI feels this is not up to the mark. It has also been stated that 
1he plant suppliers are yet to give pertormance guarantee for 
-Crusher, Raw Mill, Kiln, Power and Fuel Consumption and the Cor-
'Poratien is with-holding more than Rs. 12 lakhs, and the suppliers 
-are bound to 'rectify the defects. The Committee are distres~f'd to 
find that there 'was already a delay of about 2 years in commission-
ing the plant and even after 2/1/2 years of the plant going into com-
mercial production. the plant is not able to attain its rated capacity 
.due mostly to mechanical defects. Although the Committee are 
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~ assured that the suppliers of plant and machinery are yet to give 
performance guarantee and the Corporation is with-holding Rs. 1%, 
lakhs, 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 thid 
an expert 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 position to improve its performance 
and maXimise production . 

. 7.121~ -The Committee note that the management expects tc. 
achieve 85 per cent capacity utilisation at Kurkunta as has been fixed 
by the Task Force of Government of India ,on Cement Industry 
pro-vided. power restrictions imposed by the Karnataka Electricity 
Board are completely withdrawn and the Railways supply wagons. 
for inward movement 'of coal and gypsum and for outward move-
merit of. cement and the natural calamities like floods and drought 
do not hamller cement production. They feel that the availability 
cU adeqvatenumber of wagons for the plant should not be very diffi-
cult if the Corporation and the Department of Industry maintain a 
close and constant liaison with the railway authorities at the centre 
a~d in the region. The Committee would also like the Central Gov-
ernment to take up the question of adequate power supply to-
Kurkunta' plant with the State Government authorities an!! per-
suade them to find out ways and means of meeting the power re-
quirement . of the plant. They would urge the Corporation to make 
all out concerted eRorts to achieve the target of 85 per cent utilisa-
tion of capacity in the current year. 



Vln 
BOKAJAN PROJECT 

A. Detailed Project Report 

8.1. In April, 1967, the Board approved the proposal to set up a 
Plant at Bokajan on the consideration that there was only one 
cemE'nt plant at Cherrapunji in Assam and the Planning Commission 
and State Government were keen to have another Plant in upper 
Assam. 

8.2. On the basis of the investigations carried out by the Corpo-
ration between November, 1967 and April, 1968, it was estimated 
that 13 million tonnes of cement grade limestone and 1 million 
tonnes of blendable limestone was available for mining in an 8rf'1l 
of 420 acres. This was considered adequate to sustain a cement plant 
of 600 tonnes per day for a period of 45-50 years. A Feasibility 
Report was prepared and submitted to Government in January, 
1968. 

8.3. Pending approval of the Feasibility Report the Corporation 
proposed to the Government on the 13th March, 1969 that the Cor-
poration be allowed to take up further preliminary surveys so as 
to be jn a position to take up the preparation of Detailed Project 
Report immediately on receipt of Government's approval for the pro-
ject, thus cutting short the time for the completion of the project. 

8.4. On 19th March, 1969, Government accepted the proposal and 
in April, 1969 conveyed the approval for the setting up of the Plant. 

8.3. In October, 1969, Corporation submitted the Detailed Project 
Report to the Government which was approved by the latter in May. 
1971. 

8.6. The Detailed Project Report envisaged an investment of 
Rs. 1125.91 lakhs and anticipated a return ranging from 4.95 per 
cent in the second year of operation to 9.20 per cent in the 8th 
year and at about 6 per cent from the 11th year onwards when tax 
became payable. These anticipations were based on the attainment 
of 00 per cent of the rated capacity of 2 lakh tonnes per annum and 
selling price of Rs. 130 per tonne. 

1'le .l 1" 
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B. Project Estimates 

8.7. The table below compares the estimates of capital outlay as 
indicated in the Detailed Project Report, as approved by Govern-
ment in May, 1971 and the actual expenditure upto December, 1974. 

(Rs. in lakhs) 

Main components of the project estimates 

(i) Plant and machinery (including pre-commilsioning 
expenditure, sales tax and other Misc. Items) . 

(ii) Electrical installations (including street lighting) . 

(iii) Erection costs 

(if!) Civil Engineering works (including cost of land 
Rs, 12.' 2.~ lakhs but excluding street lighting 
Rs, 3 11k s) • 

(f!) Headquarters overheads 

(vi) Proving of lime-stone deposits 

(vii) Interest on loan capital during construction 

TOTAL 

As indica- As sanc-
ted in the tioned by 
Detailed Govern-
Project ment in 
Report May, 1971 

570'75 510'75 

IS'ZS IS' 2.S 

2.3'00 2..1' 00 

442.,2.0 442.,2.0 

15'00 15'00 

4'71 4'71 

56'00 ::a8'00 

112.5' 91 J097'91 

The Proiect was scheduled to be completed by May, 1975, 

Actual 
expendi-

ture upto 
December 
1974 

418'76 

3'2.0 

14'82. 

281,2.8 

2.1'08 
(upto 
3/74) 
3'85 

2.'95 

---
151'94 

8.8. It will be seen that the expenditure on headquarters over-
heads has exceeded by more than 10 per cent of the sanctioned 
estimate, 

8.9, Explaining the reasons for this excess expenditure on head-
quarters overhead, the Management stated in a note as under: 

"The reasons for this excess expenditure are the same as in 
the case of Mandhar and Kurkunta, namely a lesser num-
ber of projects being under implementation as compared 
to the number originally envisaged to be taken up 
Simultaneously and hence increase in the allocation of 
head oftlce overheads to Bokajan Project, As per the 
coinmitments made, erection cost will also exceed the 10 
per cent limit. 

The commitments against the aerial ropeway exceeds 
~ the- amount.. envisaged for the same in the detailed pro-

I ject estlmates, However, aertal' 'topewily' is a 'pari .of the ....... 
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plant and machinery. The fact that the expenditure on 
aerial ropeway is likely to exceed more than 10 pt:r cent 
of the sanctioned estimates for the same was brought to 
the notice of the Government. The Government intimat-
ed that the Corporation may submit the revised estimates 
for the approval of the Government indicating the exact 
amount for which Government sanction is required. As 
the implications of the escalation are still not definitely 
known, pending completion of installation and commis-
sioning of the ropeway, it has not been possible to intimate 
to Government the exact expenditure on this account." 

8 .10. Explaining the r.easons for not adhering to the time sche-
-dule in regard to the commissioning of the plant in May, 1975, the 
Chairman and Managing Director stated during evidence as follows: 

"As far as Bokajan is concerned, we could not keep the time 
schedule mainly because of the major trouble of Bangla-
desh at that time. Prior and after that inCident, for 
quite sometime, the movement of machinery was very 
difficult because priority was given to various other 
items. We are also putting up with the transport difn-
culty because there the metre-gauge could not carry a 
single-standard unit of 600 in the standard of a single 
unit. Because of the constraints of transport in Railways, 
we are putting up smaller units of 300. One unit as per 
the revised schedule will be put up by August, 1975. An-
other unit will be ready by February, 1976. It is a clinkpr 
unit. 'l'he productions of cement will start by FeMuary, 
1976 except certain castings for which our suppliers ACC 
have placed orders with the Heavy Engineering Corpora-
tion as early as 1970, but till today the HEC has not deli-
vered the same .... 

• • • 
Except this delivery from HEC Ranchi" in lJ11 other 

respects we hope to keep up the Schedulf! provi;ded wo 
get- the g~ars". 

8.11. The Committee note that a Feasibility Report for setting up 
8 600 tonnes per day plant at Bokajan (Assam) wall prepared. and 
submitted by the Corporation to Government in January, 1968. 
Pending approvlil of the Fellsibility Report, the Corporation. pro-
posed to the Government on 13th March, 1969 that it JIIightbe al. 
lowed to take up further preliminary surveys so as to be in Il posi. 
tton to take up the prep •• atioB of Detailed rrojed Report (OPR) 
immediately on receipt .of Government's appro~al for the pro,ect, 
thus cutting- short the time fo~. tJte e08lpletion of the pr"jec;.t.. On 
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~9th March, 1969, the Government accepted the proposal and in 
April 1969 they conveyed the approval for the setting up of the 
Plant. In October, 1969 the Corporation submitted the Detlliled 
Project Report to the Government which was approved by the lat-
ter in May, 1971. The Committee regret to note that the Govern-
ment took more than a year to accord its approval to the Feasibility 
Report submitted by the Corporation and they took more than J8 
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 to have 
another plant in upper Assam, in the deficit areas. 

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 Committee's notice and take remedial 
measures to ensure that such delays are avoided. in the interest of 
tbe expeditious executi'on of the projects. 

8.12. The Committee find that the DPR envisaged an invesfment 
of Rs. llZS.91 lakhs but the Government approved the project in 
May, 1971 for a capital outlay of Rs. 1097.91 lakhs. The Committee 
find that tbe actual expenditure on headquarters over-heads has 
already exceeded the provision made in the project report and 
the sanctioned estimates by more than 10 per cent and 
the increase is reported to be due to lesser number of pro-
jects being under implementation as compared to the number ori-
ginally envisaged. The Committee were also informed that the com-
mitment against the aerial rope way 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 re-
vised estimates for their approval indicating the exact amount for 
which Government sanction was required. As the implications of 
the escalation clause are still not definitely known pending 
installation and commissioning of the ropeway, the Corpora-
tion has not so far intimated the Government the exact expenditure 
on this account. The Committee would like the Corporation to 
apprise the Government of the probable/actual excess both under 
Aerial Ropeway and on Headquarters overheads al80 and get the 
approval thereto. They feel that the revised estimates as required 
by the Government ought to have been be prepared as early as p0s-
sible and got approved by the Government before the actual expeD-
dlture exceeds the amounts sanctioned by the Governmeut under 
various heads. 

8.13. The Committee also note that the project was scheduled ~o be 
~mpleted by May 1'15; but this scheduled date is Dot likely to be 
adhered to aDd there has beeD delay reportedly due t. the dillloca· 
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tion in the movement of machinery prior to and after the liberatioD 
movement in Bangladesh. Besides, another transport difficulty had 
arisen inasmuch as the meter gauge railway in that part of the coun-
try could not carry the large size machinery for the 600 tonnes per dRY 
plant. Because of this constraint of transport through railways, the 
Corporation is now reported to be putting up two smaller units of 300 
tonnes 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 be-
cause of meter gauge railway in Assam was not visualised at tbe 
time of the preparation of DPR. They are constrained to remark 
that this was a lapse which could have been avoided if all the fac-
'tors had been borne in mind while preparing the DPR. 
The Committee wouJd like Government to look into the 
causes of the failure of the Corporation to visualise the difficulties 
of transport at the time of preparation of DPR when it was already 
known that there was a metre gauge railway in that pa.rt of the 
country which could not carry large size machinery. They hope 
that such lapses will not recur in future and the DPRs will be pre-
pared after taking into account all the known factors which may 
have a bearing on the execution of projects. 

The Committee strongly recommend that Government/CorporR-
tion should take serious and concerted measures to ensure that the 
projects come up by scheduled dates and are not further delayed. 

C. Supply of Plant and Machinery 

8.14. In response to limited tenders invited in May, 1969 from 8· 
indigenous manufacturers for the supply of plant and machinery,. 
4 tenders were received in September, 1969. On 22nd July, 1969 
the Board constituted a Committee comprising 5 members to nego-· 
tiate with the tendrers regarding technical and financial details. 
2 members of the Committee viz. DGTD and Joint Secretary. Minis·· 
try of Finance were subsequently replaced by . Senior Industrial 
Adviser of DGTD's office and Deputy Secretary, Ministry of 
Finance. 

8.15. Considering the technical and other relevant data furnish-
ed by the tenderers, the Negotiating Committee in its meeting held 
on 27th November 1969 concluded that the choice for the placement 
O"f orders should be between Messrs. K. C. P. Limited (fN' 
Rs 1 95 500(0) and Messrs. ACC (for Rs. 2,04,51,602). The Com-
mitte;, ho~ever, did not make any final recommendation as it could 
Dot decide which of the two pre-heaters, namely Humbolt or Skoda 
design would be more suitable from the standpoint of overall eCO-
nomy ease of operation and the location, etc. The matter wu die-
cussed by the Board on 8th December, 1969 and it decided tbat the· 
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.opinion about the efficiency of the pre-heater etc. be obtained from 
Director General of Technical Development. Accordingly the 
matter was referred to the Director General of Technical Develop-
ment on 12th December, 1969, but he regretted his inability to give 
advice on the matter due to certain administrative restrictions. . In 
pursuance of the decision of the Board taken on 27th February, 1970, 
-the matter was thereafter referred to the Engineers India Limited 
who stated in April, 1970 that they had no specialised knowledge in 
..cement industry. 

8.16. The Board then reconsidered the pros and cons of the offers 
of both the parties and decided that the order be placed on Messrs. 
ACC in view of the following considerations but that the Managing 
Director should negotiate for further reduction of the price quoted 
by Messrs. ACC: 

(a) The technical appreciation given before the Board was 
that the pre-heater offered by ACC would outweigh 
Messrs. K.C.P.'s in case of operation. 

(b) Messrs. K. C . P. have limited experience in the dry pro-
cess plants and their pre-heater i. e. Skoda has neither 
been installed nor tried in this country. There \Vas so 
far only 2 or 3 Skoda pre-heaters installed in the world, 
whereas there were more than 200 Humbolt pre-heaters 
(offered by Messrs. ACC), in operation in the world, out 

of which 9 were in operation in India. 
(c) Messrs. ACC have already put up a number of dry pro-

cess plants in India and the teething troubles in their case 
would be minimum. The additional expenditure was 
only a small percentage of the total investment of the 
project which would involve an increase of 30 paise per 
tonne in the cost of cement and was not of significance. 

S.17. The matter was thereupon discussed by the Managing 
Director with Messrs. ACC and a letter of intent dated 1st/2nd 
May, 1970 for Rs. 20,00,51,600 was issued in their favour for the 
supply of plant and equipment. The formal agreement with Messrs. 
ACC was yet to be finalised and signed (June, 1974). 

8.1S. According to the letter of intent, the delivery of the plant 
and machinery should have commenced from May, 1971, and com-
pleted by February, 1972. However, Messrs. ACC commenced sup-
ply of the machinery only with effect from February, 1972. Upw 
June, 1973 they had supplied 45 per cent of the total plant and 
machmery. 

8.19. The' delay in supply was attributed to the following fee-
tOT8: 
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(1) Lock-out in the works of the sub-contractors of Messrs. 

ACC-Messrs. ACC Vickers, Babcok Limited, Durgapur. 
The lock~ut was lifted in October, 19710 only. 

(2) Restrictions on the movement of goods to the Eastern Sec-
tor during the war. 

(3) Till 1972 the railway siding was not ready for receiving 
the heavy consignments.· 

(4) Delay in the supply of large size castings by Messrs. 
Heavy Engineering Corporation, Ranch!. 

(5) Delay in making M.S. Steel available to ACC by the 
Hindustan Steel Limited. 

8.20. The Ministry stated (June, 1974) that Messrs. ACC had 
supplied 69 per cent of the plant and machinery up to 31st March. 
1974 and the delay in supply was due to severe power cuts, wagoIl 
shortage, strike in the suppliers' works at Shahabad and delay in 

.supply of heavy castings by HEC Ranchi. 
8.21. Asked about the nature of administrative restrictions 

because of which DGTD regretted his inability to give advice, the 
management informed the Committee that CCI was not aware of 
the nature of administrative restrictions. 

8.22. When enquired about the contractual liability of MIs ACC 
for delay in supply of plant and machinery and the total delay 
involven so far, the Management stated as under:-

"If the delivery schedule is not maintained, the liquidated 
damages payable by Mis. A.C.C. is at half per cent of 
the quotation prices of the respective machinery per 
month for the first two months of delay and thereafter , 
at one per cent per month subject to a maximum ceiling 
of 7' per cent and p.ayable on all courts of the contract 
inclusive of performance guarantee. MIs. A. C. C. were 
to commence 'Supply from May. 71 ann were to complete 
the same by February; 1972 subject to force majeure 
condition. Some portions of the plant and machinery 
is yet to be delivered, as MIs. A.C.C. have not received 
the castings from Mis. H.E.C. (A Government of India 
Undertaking). The total delay so far is a little over 3 
years. The delay, due to force majeure condition is 
being assessed. 

MIs. A. C. C. ban completed the supply of 77 per cent of . 
the plant and machinery upto 30th September, 1974. 

8.23. Enquired as to when the entire supply was likely to be' 
completed, the Management stated that MIs. A. C. C. had complet-·· 
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.ed supplies of about 90 per cent of the plant and machinery upto 
·date. For some critical castings like gear, pinion of Raw-mill and 
cement Mill, they were dependent on supply of castings from Mis. 
H.E.C. The matter was being expected at all levels. As per 
present conditions, it wa'S stated, that the supply was expected to 
be completed by February-March, 1976. 

8.24. The Committee note that the tenders for the snpply of plant 
and machinery were 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 wa!' subsequently 
replaced by the Senior Industrial Advisor of DGTD'!' office. After 
considering the tenders the negotiating Committee came to the con-
-elusion that the choice for the placing of orders should be between 
MIs. K.C.P. Limited (for Ks. 1,95,50,000) and Mis. A.C.C. (For £S. 
2,04,50,602). The final decision depended on the comparative suitabi-
lity from the stand point of over all economy, ease of operation and 
the location etc. of t.wo pre.heaters, namely, Bumbo)t offered by 
Mis. A.C.C. and Skoda offered by Mis. K.C.P. Under the directions 

·of the Board the matter was referred to the DGm in December, 
1969 but he regretted his inability to give advice on the matter due 
to certain administrative restrictions. The Engineers India Limited, 
who were then approached, stated that they had no specialised 
knowledge in cement industry. After considering the pro!, and 
cons of the offers the Board decided to place the order with Mis. 
A.C.C. after the Managing Director negotiated a reduction of the 
price quota by them. 

8.25. The Committee are unable to understand as to what was the 
need to refer the matter to DGTD for technical advice on the compa-
rative suitability of the two pre· heaters, when the Senior Industrial 
Advisor of DGTD's office was already on the negotiating CommiUee. 
They do not see the utility of appointing such technical experts on 
·the negotiating Committee if they cannot give positive advice to the 
Corporation on such technical matters. What has distressed the Com-
mittee more is the fact that. the DGm should have regretted his in-
abmty to give advice on the matter due to "certain administrative 
restrictions." The Committee are not able to appreciate the so called 
administrative restrictions which prevented DGTD to give his views. 
The Committee would like that this may be investigated by the 
Government and results intimated. 

8.26. The Committee were informed that though ac~ording to the 
letter of intent siped with MIs. A.C.C. the delivery of the plant 
and mach.inery should have commenced from May, 1971 and com-
pleted by February, 1972 MIs. A.C.C. commenced supply of plant and 
.. acbiner), only w.e.f. February, 1972 and have not completed suo-
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pIles so far It .. as Deen stated that so t .. c InJ per cellt of the p.ant 
and machinery has been supplied and the balance of the machinery 
is expected to be supplied by February-March, 19'76. They delay In 
supply is attributed to the lock-out in the works of the sub-contrac-
tors 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 BEC and availability of M.S. Steel from Hindustan Steel Limited. 
The delay is also reported to have been due to severe power cnts, 
wagon shortage and strike in the suppliers works at Shah-
bad. The Committee regret to note that the supply of plant 
and macmnel'Y would be delayed by over 4 years in all 
land some of the reasons for delay do not appear to be 
entirely unavoidable. The Committee cannot see any justi-
fication for delaying the construction of the railway siding tUl 
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 vigorously at the Ministry level and as the 
castdngs 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 bear-
ing 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 . 
. , 8.27. The Committ.ee understand that MIs. A.C.C. have a con-
tractual liability for delay in the supply of plant and machinery 
subject to force majeure condition and the delay due to force 
majeure condition is being assessed by the Corporation. The Com-
mittee would like the Corporation to complete the assessment of 
delay due to force majeure condition quickly and consider the 
question and quantum of penalty to be levied on M/~. A.C.C. for 
the delay which is not due to force majeure condition, befol'e set-
ting their bills. 

D. Erection of Plant and Machinery 
8.28. For the erection and commissioning of the plant anc\ 

machinery, MIs. Associated Cement Companies had submitted 
their tender for Rs. 22.28 lakhs in September, 1969 alongwith the 
tender for the supply of plant and machinery. The offer was 
reduced to Rs. 21 lakhs in November, 1969 after negotiations. No 
action was, however, taken to finalise the er~tion contract with 
MIs. Associated Cement Companies alongwith that for the supply 
of plant and machinery. 
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a.29. On 26th September, 1972, the Corporation approached 
Mis. Associated Cement Companies, for undertaking the erection 
work. Mis. Associated Cement Companies, however, declined to 
accept the work unless .a revised price of Rs. 40 lakhs was accept-
ed. The Corporation then decided that the erection work be done 
either liepartmentally or through an erection contractor. Accord-
ingly, tenders were invited for (a) supply of labour and (b) for 
execution of erection on turnkey basis. 

8.30. Out of 8 tenders received, two firms had quoted for sup-
ply of labour and 6 firms for complete erection on turnkey basis. 
As the firms quoting for the supply of labour were not prepared 
to furnish any security or bank guarantee and as a number of 
firms had quoted for complete erection, the Management decided 
to get the erection work done on turnkey basis. 

8.31. Out of 6 firms quoting for complete erection, the offer of 
4 firms was not considered on the following grounds:-

(a) Lack ·of experience in erection of cement plants in the 
case of 2 firms. 

(b) Rate offered being unworkable in respect of third firm. 
(c) Offer being exorbitant in respsct of fourth firm. 

a. 32. The remaining two offers were from Mis. AssOCiated 
Cement Companies Bombay and Western India Erectors, Poona for 
Rs. 33.08 lakhs and Rs. 24.38 lakhs respectively. Negotiations 
were conriucted with both the parties stood as follows:-

1. Mis. Western India Erectors, Poona .. Rs. 23.13 lakhs 
2. MIs. Associated Cement Companies, Bombay-Rs. 27.74 

lakhs· 
• After making an allowance for Rs. Rs. 3.061 lakhs represent-

ing the supervision charges of MIs. A.C.C. 
8.33. In response to another tender enquiry, Mis. Western 

India Erectors had also quoted for electrical erection. After nego-
tiations, their offer of Rs. 7.06 lakhs was reduced to Rs. l.87 
lakhs for this item of work. 

8.34. As the finally negotiated offer of Rs. 25 lakhs of MIs. 
Western India Erectors, Poona for mechanical and electrical erection 
work was cheaper than that of the offer (Rs. 27.74 lakhs) of Associat-
ed Cement Companies for mechanical work and that of (Rs. 2.51 

, lakbs). MIs. Macneill Barry for electrical erection, the Corporation 
awarded the composite contract on 15th November, 1973 for Rs. 25 
lakhs to MIs. Western India Erectors. 

8.35. In connection with the contract awarded to Mis. Western 
India Erectors-it may be mentioned as follows:-
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(a) With a' reference to the initial offer of Mis. Associated 
Cement Companies for Rs. 21 lakhs, the Corporation had 
to accept the offer of Mis. Western India Erectors for 
Rs. 23.13 lakhs. 

(b) On 17th March, 1974 Mis. Associated Cement Companies 
were engaged for the supervision of erection work be-
ing undertaken by Mis. Western India Erectors. The 
inCidence of erection supervision, as worked out by the 
Management, has estimated at Rs. 3.06 !akhs on the basis 
of certain assumed time schedule. There was however, 
no mention about supervision of erection in the letter of 
intent issued to Mis. Western India Erectors. 

8.36. The Ministry stated (June, 1974) that "SUItable provision 
regarding supervision of erection work by Mis. A.C.C. will be made 
in the contract to be signed with Mis. Western India Erectors". 

8.37. When asken about the reasons for not accepting the ini-
tial offer of Mis. A.C.C. for Rs. 21.100 lakhs made in November, 
1969 for the erection of Plant and Machinery, thereby leading to 
additional cost, the Management stated in a written reply that 
-Mis. A.C.C.'s offer for erection at Rs. 21.00 lakhs was accepted 
by C. C . I. and in this conncetion they had sent the draft agree-
ment also. C. C. I . wanted to club both supply aru\ erection 
-contract together which was to be confirmed by A. C. C. Due 
to difficulties of Sales Tax etc. Later on MIs. A.C.C. did not 
went to accept the erection contract and ,dopted delay tactics 
and avoided taking up the erection job. -

8.38. Enquired whether contract with MIs. Western India 
'Erectors had since been finalised and it included a provision for 
iSUpervision of erection by MIs. A. C. C ., the Management stated 
as under:-

"Contract with MIa. W.1. Erectors has not been signef\. 
Mis. A. C. C .. are supervising the erection only entrust-
ed by C. C . I. so that they are bound for giving the per-
formance guarantees of different sections of the plant 
under the terms of agreement with them. It cannot 
be called a dual system. However, the work is going 
satisfactorily ... 

8.39. The Management informed the Committee that the cost 
-of supervision of erection payable to MIs. A. C. C. was to be borne 
'by the Corporation. 

8.40. In reply to a question as to whether it would be possible 
for the Corporation to limit the inclcience of erection supervision 
'154 LS--14 



190 

to their own estimate of Rs. 3.06 lakhs, the Management stated 
that the expenditure of Rs. 3.00 lakhs anticipated was based in 
certain terms and conditions. The conditions had since been 
changed and the expenditure was likely to increase. 

8.41. The Committee regret to note that for erection and eommis-
sion.ing of plant and machinery, though MIs. Associated Cement Com-
panies (A.C.C.) had submitted in September, 1969 their tender for 
as. 22.28 lakhs whicbamount was' red~ed to Rs. 211akhs in Novem-
ber, 1969 after negotiations, no action was taken by the Corporation 
to finalise t.he erection contract with MIs. A.C.C. along with that of 
supply of plant and machinery. In September, 1972, the Corporation 
approached MIs. A.C.C. for undertaking the erection work but they 
declined to accept the work unless a revised price of Ks. 40 lakhs was 
accepted. The Corporation did not accept the revised price. The' 
Committee were informed that MIs. A.C.C.'s original offer for erection 
at &S. 21.00 lakhs was accepted by the Corporation and in that con-
nection it had sent. the draft agreement also. The Corporation want-
ed to club both the supply and erection together due to difficulties of 
sales tax etc., but, later on, MIs. A.C.C. did not want to accept the-
erection contract and is reported to have adopted delay' tactics and 
avoided taking up the erection job. The Committee have not been 
able to understand why MIs. A.C.C. after tendering for the erection 
work and negotiating a reduced price of &S. 21 lakhs in November .. 
1969, backed out and if actually they had backed out in 1969, why the· 
C'orporation waited t.tll 1972 and approached them again in 1972. 

8.42. The Committee note that the Corporation on further invita-
tion of tenders and negotiation with MIs. Western India Erectors bad 
finalised on 15th November, 1973, a contract for erection for Ks. 25 
lakhs. In addition, on 17th March, 1974, the A.C.C. was engaged for' 
supervision of the erection work being undertaken by MIs. Western 
India Erectors. The incidence of the Clost as estimated by the manage-
ment is stated to be of the order of Rs. 3.06 lakhs. It has been stated 
that a suitable provision would be made in the contrat't with Western' 
India Erootors to provide for supervision :of the erection by AC.C. 
The Committee are informed that this arrangement was necessary 
to bind the A.C.C. to give the performance guarantee of difterent 
sections of the plant under the agreement with them and the inci-
dence of such a provision would be borne by the Corporati(lJ1. Al-
though the Corporation estima'ted the incidence of supervision at 
rupees 3.06 lakhs based on certain terms and!conditions, i! .has been 
stated that the expenditure is likely to increase as the conditions have-
changed. The Committee are not sure wh~ther the dual l system of s~p
ply and erection by two difterent agencies would serve the best tn-
terest of the Corporation and will not result in Rny delay. The: 
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Committee feel that it would have been advantageoUl for the Corpo-
ration to ave the supply and erection of the plant and macbinery 
done through the same contractor in the over.all interest of coordina-
tion and fixing of responsibility for the entire work instead of throu&,h 
the different contradors. The Committee regret to observe that be-
cause of the initial failure on the part of the Corporation to finaUse 
the erection contract in November, 1969 it had to go in for this dual 
arrattgement which has resulted in· an extra expenditure of RI. 4 
lakhs with an additional uncertain Iiabflity for supervision charges. 
The Committee would like Government to investigate the matter 
and communicate their findings. 

E. Aerial Ropeway 

8.43. The Detailed Project Report provided for the installation of 
an aerial rope way at a cost of Rs. 200 lakhs for the- transport of crush-
ed line-stone from the quarry at Dillai Parbat to the Plant at Boka. 
jan, a distance of 18 Kms., as transportation by ropeway was consi-
dered economical. 

8.44. Accordingly, tenders were- invited in August, 1969 for the 
turll-key job of installing a bicable ropeway. Out of the eight ten-
ders received in October, 1969 four tenders were not considered by 
the Negotiating Committee as: 

(a) one tender was for a second hand ropeway; 
(b) another tender was incomplete and did not contain techni-

cal details; 

(c) one of the tenderers failed to attend the meeting and later 
confirmed that he was not interested; and 

(d) another tenderer regretted his inability to submit the 
revised offer without escalation. 

8.45. Clarifications were- obtained from the remaining 4 parties. 
As the information furnished was not ~ecisive, the Negotiating Com-
mittee decided On 4th May, 1971 to issue a fresh enquiry to these 
parties. Revised offers in pursuance of the fresh enquiry were receiv-
ed on 1st October, 1971. Again, certain clarifications were called 
for. Thereafter, negotiations were held in December, ]971 with the 
parties to discuss the various conditions attached with the prices quot-
ed by them. 

8.46. The Negotiating Committee recommended the tender of MIs. 
Usha Breco who had not only past experience but were also the 
lowest. The price as offered by MIs. Usha Breeo, after negotiation, 
was Rs. 2~7 lakhs with D.G.S. & D. e~alation clauses or a firm 
price of Rs. 219.5 lakhs. 
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8.47. At the instance of the Government Director, the matter was, 

however, referred to the Government on 24th December, 1971. 

8.48. On 23rd February, 1972, Government decided that the order 
may be placed on" MIs. Jessops and Company Ltd., at a cost of Rs. 
227.70 lakhs with escalations Accordingly, the Corporation placed in 
March, 1972 an order for Rs. 227.70 lakhs on MIs. Jessops and Com-
pany. According to the order, delivery including commissioning was 
to be completed by March, 1975. 

8.49. The progress of the work, as intimated (March, 1974) by thet 
Management, was as folIows:-

"TilI first week of February, 1974, foundations for all trestles 
(108) had been completed. Excavation of angle divide 
station and castings of foundations has been completed. 
Excavation as well as foundations at unloading station is 
in progress. Rope has been despatched. 25 per cent of 
structural works at their workshop at Dum Dum, Calcutta 
have been completed." 

8~50. Asked about the considerations which weighed with the 
Government in awarding the order for Ropeway to MIs. Jessops and 
Company Ltd, at a cost of Rs. 227.70 lakhs with escalations as against 
the firm offer of Mis. Usha Breco for Rs. 219.5 lakhs as recommend-
ed by the Negotiating Committee, the representative "f the Ministry 
stated during evidence as under:-

"Government had 50.15 per cent shares in Jessops. Technically 
it was not a Government Company. If it becomes a Gov-
ernment Company, then 10 per cent price preference would 
have been applicable to this. Government Commitments 
in Jessops were to the extent of 15 crores. We, tberefore, 
wrote to the Finance Ministry that in this case we should 
make an exception and they agreed". 

8.51. The witness informed the Committee that about 25 to 30 per 
cent of the mechanical erection was over and about 85 per cent of the 
machinery had already arrived at site. 

8.52. The Ropeway would be operated by middle of June, 1975. 
8.53. The Committee note that as against the provision of Ks. 200 

Jakbs in the DPK for installation of an aerial ropeway the Corpora-
tion invited tenders in Au&ust, 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. 'nle ne-go-
tiating committee recommended the offer of MIs. Usha Breco which 
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was Rs. 207 lakhs with DGS&D escalation dause or a fixed price of 
Rs. 21.9.5 lakhs. The Government to wbom the matter was referred 
in December, 1971 decided on 23rd February, 197Z that the order may 
be placed on Mis. Jessops at a cost of as. 227.70 lakhs with escalation. 
It has been stat.edthat the Corporation placed the order in Marchr 

1972 for Rs. 227.70 lakhs on Mis. Jessops. Although the Committee 
appreciate the idea of placing the order on Mis. Jessops which is 
now a Government Company, the Committee cannot but express 
their regret that there had been a delay of about 3 years in plaein& 
the order. The Committee are not! sure about the fin8J\CiaI implica-
tions of the escalation before the advantage of placing the order 
with MiS. Jessops could be assessed as prima facie there bR' been 
an extra cost of as. ,8 lakhs over the firm offer of Mis. Usha Brew 
and the excess will be more if the effect of escalation claQ.le is taken 
into accouat. 

F. Civil Works 

(i) Plant structure 

8.54. Open tenders for the construction of plant structure were 
invited on 15th January, 1971. Four tenders were received as shown 
below:-

I. Mis. Gannon Dunkerley & Co. 

2. Mis. Gangoomal & Brothen 

3. Mis. Bridge Roof & Co. 

4. Mis. Hindustan Steel Works Construction 
Limited . 

Rs. 1,61,20.430' 72 

Rs. 1,71.4S.640· 80 

Rs. 2,01,200440' 00 

RI. 2,34.06,355' 70 

8.55. Negotiations were carried out with Mis. Gannon Dunkerley 
and Company, the lowest tendered, on 20th and 21st May, 1971. The 
tender was accepted on 17th June, 1971 and they were requested to 
start preliminary arrangements for the work. Thereafter, an agree-
ment was executed with them on 5th August, 1971 for Rs. 1,62,33,242. 
In terms of the agreement, the entire work was to be completed by 
4th August, 1973. It was, however, noticed from the monthly pro-
gress reports that approximately 32 per cent of the work had becn 
completed upto January, 1973. The delay in progress of work was 
attributed to: 

(a) PresenCe of soft rock in the excavation work. 

(b) Delay in receipt of drawings. 
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(c) Non-availablity of higher dia rods. 

(d) Disturbances in the Assam Area. 

8.56. Th~. Management have since stated in a written reply that 
the progress on construction of plant structures upto December, 1974 
was approximately 85 per cent. The structures required for erection 
of machinery were being handed over from time to time as per re-
quirements. The factory foundation and structures were likely to 
be completed by June, 1975. The contractor had so far been granted 
extension upto 31st December, 1974. 

8.57. 'nle Committee note that though the lowest offer of Mis. 
Gannon Dunkerley & Co. for the construction of plant structure was 
for Rs. 161.20 lakhs, the value of the contract as finalised in August, 
1971 was Rs. 162.33 lakhs. The Committee do not understand as to 
Why tlhe 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 
reportedl to have been completed upto 31st December, 1974, the date 
upto which the contractor has been granted extension. The Com-
mittee are informed that the factory foUJlldation and structures Rre 
likely to be completed by June, 1975. The Comnu"itee regret to note 
the delay of nearly two years in construction work of plant structure. 
They would like the Corporation to assess the effect of; the delay in 
construction work on the erection of plant and machinery and to de-
termine the liability O'f the contractors for I the delay before finally 
setting their bills. 

(ii) Township 
8.58. In response to the tenders invited in November, 1970 for the 

construction of residential and other buildings at Bokajan, four 
quotatiOns were received by 30th December, 1970. The lowest tender 
of Shri Sohan Singh of Dimapur for Rs. 60 lakhs was considered best. 

8.59. In: their meeting held on the 23rd January, 1971 the Board of 
Directors considered a note (Appendix IV) submitted by the Manag-
ing Director regarding tenders for residential and other buildings for 
the Bokajan Plant. The Board decided that if the Government ap-
proved the D.P.R. for the Bokajan plant or approved awarding of the 
construction work in antiCipation of the sanction of the D.P.R., the 
Corporation may accept th~ lowest tender ~f ~hri Soh an Singh tor 
the construction ot residential and other buildmgs. 

3.60. The issue regarding the tenders for residential building and 
other buildinas for the Bokajan Plant came up before the Board at 
Directors aaain at their meetmas held on 15th March, 16th June and 
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4th September, 1971. Relevant extracts of the Minutes are enclosed 
(Annexure I). 

8.61. From these Minutes it is seen that in their meeting held on 
15th March, 1971 it was confirmed that the brief on the subject 'ten-
ders for residential and other buildings for Bokajan Plant' submitted 
to the meeting of the Board held on 23rd January, 1971 had the con-
-currence of F.A. & C.A.O. though the same had not been specifically 
indicated in the brief. 

8.62. In the subsequent meeting of the Board of Directors held on 
the 16th June, urn, the Managing Director, however, wanted the 
Board to replace the words 'had the concurrence of F.A. &c.A.O.' by 
"had been prepared after taking into consideration the comments re-
·corded by F.A. & C.A.O. on the relevant file~. 

8.63. He explained that in the last Board meeting (15-3.71), when 
he mentioned that the brief placed before the Board regarding tenders 
for the township at Bokajan, had the concurrence of FA & CAO, he 
had in mind the fact that all the tenders had been examined by tht" 
financial wing of the Corporation and the note of FA&cAO had been 
considered by him before putting up recommendation to the Board. 

S.64. At this meeting, (held on 16th June, 1971) the Board was in-
formed that on receipt of Government's approval for D.P.R., the 
work had been awarded on 4th June, 1971 for Rs. 60.00 lakhs to 
Shri Soh an Singh. 

The Board of Directors objected to the procedure followed by the 
Managing Director on the follOWing counts:-

"(i) The brief put up to the 41st meeting of the Board of Direc-
tors did not contain a comparative statement giving merits 
of various tenderers and especially why the lowest tender 
was the best acceptable in all respects. No mention was 
also made whether brief had the concurrence of F.A. & 
C.A.O. 

(ii) In the 42nd ~eeting the confirmation given by the Manag-
ing Director that the brief put up in the 41st meeting had 
the concurrence of F .A.&C.A.O. was not again borne out 
by the statement made by him in the 43rd meeting. The 
circumstances under which the objections of Financial 
Adviser & Chief Acconts Oftlcer were not brought to the 
notice of 41st meeting were not clarifled. 

(iii) In accordance with the procedure laid down. the views ot 
the Financial Adviser & Chief Accounts Officer that he 
had certain reservations in regard to the competence of the 
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lowest tendered were also not brought to the notice of ' the 
Board either in the 41st or in the 42nd meeting. 

(iv) The objections of the F.A. & C.A.O. in regard to the financial 
capabili ty of the tendered, Sardar Sohan Singh were aot 
investigated by the Civil Engineering Adviser and on the 
basis of the note submitted by Civil Engin~ring Adviser 
on 4th June, 1971 the tender was accepted by the Manag-
ing Director on the same date without consulting the 
Financial Adviser & Chief Accounts Officer. 

(v) The Boarl\ felt that the tender should not have been 
accepted on 4th June, 1971 i.e. twelve days before 
43rd meeting of the Board, which was scheduled to meet 
on 16th June, 1971." 

8.65. The Managing Director explained that the Financial 
Adviser was on leave at that time and he had returned from tour 
only on 22nr\ of January. The Board meeting was scheduled to be 
held on January 23rd, and since the foundation stone of Bokajan 
plant had been led on January 17, 1971, he felt that the tenders 
shoulud be accepted so that the 'work could be taken in hand as 
soon as sanction to the project wa'S receivec\. He also informed 
the Board that as per decision of the Board, he had accepted the 
tenders on receipt of sanction of the project and according to the 
recommendations /Of the Civil Engineering Adviser. 

8.66. One of the members of the Board suggestec\ that in view 
of the above and especially because the contract was for an amount 
of Rs. 60 lakhs approximately, whether it could not be cancelled 
at this stage. The Managing Director explained that there would 
be not only legal but also financial implications if the tender al-
ready accepted was cancelled. 'I'he Managing Director also stated 
that the tenc\erer Shri Sohan Singh had been instructed to collect 
certain materials in view of the heavy monsoon in the area where 
Bokajan is situated. It was further explained by the Managing 
Director that the comments of the Financial Adviser were consi-
dered and although the Civil Engineering Adviser and he himself 
was fully satisfied that the contractor would be able to do th", 
work, even when he had taken precaution and asked thp 
contractor to undertake only 50 per cent of the work in the first 
instance, so that if the contractor's progress was not satisfactory, 
his contract could be terminated. In regard to the suggestion that 
the tender might be cancelled, the Chairman took consensus of the 
opinion of the members of the Board and it was that tenders .,hould 
not be' cancelled. The Board thereupon approved the action taken 
by the Managing Director with the provision that the contractol 
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shall not be awarded execution of contract beyond the first phase' 
of the work, unless and until the Board was satisfied with his per-
formance and the progress of the execution of the project. 

8.67. The Comm~ttee asked as to why the Financial Adviser Elnc:t-
Chief Accounts Officer was not consulted ·before accepting the tender 
on 4th June, 1971. The Management state: 

"It is not possible to say at this stage why the Financial Ad, 
viser a.nd Chief Accounts Officer was not consulted before' 
accepting the tender on 4th June, 1971." 

8.68. Asked as to when the Civil Engineering Adviser of the Cor· 
poration was asked to investigate the financial capability of the low--
est tenders, it was stated that-

''The then Civil Engineering Adviser joined towards the end· 
of April, 1971. Since he visited Bokajan in May, 1971 and 
submitted his report on 4th June, 19'71 he must have been 
requested f~r conducting necessary verifications regarding: 
the working and financial capacity of Shri Sohan Singh 
some time in May, 1971 only." 

8.69. During evidence, the Committee enquired whether the 
managing Director by himself was empowered to do it without-
reference and approval of the Board. 

The Chairman and Managing Director stated: 

"Normally, we have to go to the Board and that is what we' 
are practising strictly." 

8.70. In reply to another question as to whether it was necessary 
for the Managing Director to have the concurrence of the Financial 
Adviser, the witness stated that 'the concurrence of F.A. should have-
been there'. It was added that the F.A. was consulted and he had 
some doubt about the contractor's capability to perform the contract. 
He made some comments. 

8.71. The Committee enquired whether it was not normal to put 
before the Board the comments of the F.A. In reply, the witness 
stated as under:-

"The Managing Director did not perhaps put before the Board 
the comment.; of the FA because on receiving the comments 
of the FA he entrusted the Civil Engineering Adviser with 
the job of making further inquiry about the doubt the FA 
had expressed and the Civil Engineering Adviser, after go-
ing to the site and inquiring about the past works done by 
the contractor and hili financial resources, made a report 
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that the contract or was quite capable of performing this 
work. So, the Managing Director put up the proposal to the 
Board. Only, he did not make it clear that the FA had ex-
pressed a doubt and that he had got that doubt clarified by 
subsequent inquiry." 

8.72. The witness added that the Managing Director should have 
:informed the Board that F.A. expressed a doubt about the capacity 
of the civil contractor. 

8.73. The entire phase I work which was required to be completed 
by 4th June, 1972 was completed by the contractor by 30-9-1972. 

8.74. The Board of Directors approved on 28th April, 1972 the pro-
posal of the Managing Director to permit the contractor to collect 
necessary quantity of timber required for the 2nd phase of construc-
tion, subject to the condition that the communication to be made to 
the contractor in this behalf 'should be so worded that this permis-
sion did not amount to Corporation's awarding him work for the ?nd 
phase. 

8.75. The Board decided on 17th August, 1972 that legal opinion 
should be obtained as to whether it would be possible to give the 2nd 
phase work to any other contractor(s) and if so, what would be its 
implications. According to the opinion of the Legal Adviser, there 
was no valid ground on the ba'sis of which the contract could be termi. 
nated. In the meantime, the contractor also informed the Corporation 
on 20th October, 1972 that he was suffering a loss of several thousands 
of rupees per month by way of staff maintenance and blocking of 
several lakhs of rupees on the acquisition of materials for 2nd phase 
of work and that he reserved the right of recovering the loss from 
the Corporation for not allowing him to take up 2nd phase of the 
work. 

8.76. The matter was considered by the Board on 2nd November, 
1972, and in view of the satisfactory performance of the contractor 
and the legal opinion obtained, it was decided that there was no ob-

jection in awarding the second phase work to Shri Sohan Sing. Ac-
cordingly, the contractor was permitted on 12th January. 1973 to take 
up the work of 2nd phase. The work was to be completed within 18 
months from the date of issue of the order i.e. by 15th July, 1974. 

8.77. Uuto 30th September, 1974 work of the value of Rs. 28.40 
lakhs out of the tendered value of Rs. 35 lakhs had been completed 
in respect of 2nd phase. 

8. 76. When asked about the reasons for delay in completion and 
whether any penalty had been levied on the contractor for his failure 
to complete work by the scheduled date of 15th July, 1974, the 
Management stated as under. 
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"As per progress ending December, 1974 the work had been 

practically completed except for some small finishing items. 
The Bokajan site office has recommended extension of time 

upto 15-1-75 and has intimated that there is no valid reason 
for levy of liquidated damage; as the delay in execution is 
partly due to delay in supply of drawings and materials 
from the Corporation. The case is under consideration. 

It is likely that the cost of completion of 2nd phase work may 
be less than Rs. 35.0 lakhs. However, the exact position 
would be known on preparation of final bill." 

8.79. The Committee note that the Board of Directors decided on 
23rd January, 1971 that in case Government approved the DPK for 
Bokajan Plant or approved awarding of construction work in antlci· 
pation of the sanction of DPR, the Corporation might accept the low-
est tender of Shri Sohan Singh tor construction of the residental and 
other buildings. At the meeting of the Board held on 15th March, 
1971, it was con finned that the brief on 'the subject considered by the 
Board on 23-1-71 "and Con.currence of the Financial Advisor and 
Chief Accounts Officer (F.A.&C.A.O.) though the same had not been 
specifically indicated in the brief." But in the Sl',bsequent meeting of 
the S,l)8rd held on 16.6.71, the Managing Director clarified that when 
he mentioned about the concurrence of F.A. and C.A.O. what he had 
in mind was that all the tenders had been examined by the financial 
wing of the Corporation and the note of F.A. and C.A.O. had been 
considered by him before putting up the recommendation to the 
Board. At that meeting (on 16-6-71) the Managing Director had in. 
formed the Board that as per decision of the Board he had acceptcd 
the tender on receipt of sanction of the Government to the D.P.K. 
and according to the recommendations of the Civil Engineering 
Adviser but that as a measure of precaution he had asked the 
contracltor to undertake only 50 per cent of the work in the flrst 
phase the cost of the total work being Ks. 60 ~akhs. The Committee 
were informed that the F.A. & C.A.O. had expressed some doubt 
about the contractors' capability to perform the contract and tho 
Managing Director should have placed the views of the F.A.&C.A.O 
before the Board. They were told that on receiving the comments 
of the F.A. & C.A.O. the Managing Director entrusted the Civil 
Engineering Advisor with the job of making enquires about the pas. 
perfonnance and 'financial resources of Shri Sohan Sm.h. The 
Civil Engineering Advisor reported on 4th JUDe, 1971 that the con· 
tractor was quite capable of performing the work in question Rnd on 
the basis of the note submitted. by the Civil Engineering Adviser 
on 4.6-71, the tender was acce}lted by the Managing Director on the 
same date without consulting the F.A.&C.A.O. further. At its meet· 
ing held on the 4th September, 1971, the Board felt that the tender 
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should not have been accepted on 4-6·1971 i.e. 12 days before rl3rd 
meeting of the Board which was scheduled to meet on 16-6·1971. 
The Committee are constrainedi to remark that the procedure follow-
ed by the Managing Director in dealing with this tender has been, 
to say the least, strange throughout. There are a number of points 
which if not fuUy investigated wm leave a fingering suspidon about 
the fairness of the whole affair e.g. why the doubts expressed 
by tbe F.A. & C.A.O. about the competence of the contractors were 
not brought to the notice of the Board at its meeting held on 
23·1-71 at which the original brief was submitted by the 
Managing Director reeommending 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 varions tenderel'M; why an 
erroneous statement was made at the Board's meeting held on 
15.3·71 that tbe brief submitted by the Managing Director had the 
a concurrence of the F.A. & C.A.O. why the comments of the F.A. & 
C.A.O. were not brought to the notice of the Board even at its 
meeting held on 15-3-71 or at the next meeting held on 16·6·71 at 
which the Board was asked to approve the award of contract; why 
the F.A. & C.A.O. was not consulted again after the receipt of the 
note of the Civil Engineering Adviser about the competence of the 
Contractor and before the acceptance of tender on 4·6-71 by the 
Managing Director; and wby undue haste was shown by Managing 
Director in accepting the tender on 4-6·71 when the Board was sche-
duled to meet on 16-6.1971. In the context of the other circumstan-
ces of the case, the Committee cannot but also take notice of the 
speed with which the enquiry was conducted by the Civil Engineer. 
ing Advisor who joined towards the end of April, 1971, visited Boka· 
jan 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 air, a thorough and independent enquiry should 
be held into all the aspects of this case and results of the enquiry 
communicated to the Committee. 

8.80. The Committee note that the Phase I of the work which was 
required to be completed by 4-6·72 was completed by 30·9·72. As 
regards Phase II, which was scheduled to be completed by 15-7-1974, 
the contractor had completed work of the value of Ks. 28.40 lakhs 
by 30-9-74 out of the tendert'd value of Rs. 35 lakhs. They were told 
that the Bokajan Site Office had recommended extension upto 
15-1-75 and had intimated that there was no valid reason for levy 
of liqUidated damages as the delay in execution was partly due to 
delay ill supply of drawings and materials by the Corporation The 
Committee would like the Corporation to examine the question of 
delay independently with a vicw to fixing responsibility and also 
the liability of the contractor. 
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PAONTA PROJECT 

A. Detailed Project Report 

9.1. In 1965, the Board approved the proposal for prospecting 
lime-stone deposits at Rajban (Paonta) in Himachal Pradesh. The 
investigations were carrie4 out by the Geological Survey of India 
between January, 1966 and August, 1967 at a cost Of Rs. 6.89 lakhs 
and a total reserve of 46.33 million tonr~es of lime-stone was prov-
ed in three different blocks. Of the total reserves, one block at 
Sataun consisting of 20.49 million tonnes of Lime-stone was without 
any overburden anc;l was estimated to be capable of sustaining a 600 
tonnes per day cement plant for about 50 years. 

9.2. Based on the information available, a Feasibility Report 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. 

9.3. Whdle the Feasibility Report was under consideration of the 
Government, they accepted in March, 1969 the proposal of the Cor-
poration to take up preliminary surveys for Paonta Project. In 
April, 1969 the Government, however, asked the Corporation to exa-
mine the Paonta Scheme further in the light of the fact that there 
would be no control on distribution, price, etc. of cement with effect 
from 1st January, 1970 and to .furnish a detaliled report on the scheme 
from the economic stand point. Accordingly, the Management exa-
mined the Paonta Scheme again and it was brought out that there 
would be a saving of Rs. 34.6 lakhs per annum on freight alone from 
the proposed plant at Paonta. The matter remained in correspon-
dence with Government till February, 1970 when a Detailed Project 
Report was prepared and submitted to Government. 

9.4. While the Detailed Project Report was still under considera-
tion of Government, the Ministry of Industries and Development de-
sired in February, 1971 that the proposed projects at Paonta and 
Baruwala (Dehradun)-Detailed Project Report for Baruwala Pro-
ject was sent to the Government on 13th October, 1970) may be com-
bined into one with separate kilns. It was further desired by Govern-
ment that the .economic viability/profitability of the intergrated pro-
ject should be got examined in detail by an independent specialised 
agency, Mis. Holt.ec Engineers Private Limited, who had offered 
their services free of cost (excluding T.A. & D.A.). 

201 
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9.5. In May, 1971 Government approved the Detailed. Project 

Report of the Paonta Project on the consideration that the criteria 
of viability could not be applied to this project as it was essential to' 
promote the development of industry in a relatively backward areas, 
increase the potential for employment there and provide for supplies 
of cement in the deficit areas by utilising locally available resources. 

9.6. In their Report submitted in December, 1971, Mis. Holtec 
recommended a 1000 tonnes per day integrated cement 'grinding and 
packing plant at Dehradun with separate kilns for Paonta and Man-
darsu. They also recommended the shifting of the site of the Rajban 
Plant to Manal, which was closer to the quary site. 

9.7. The Corporation did not accept the recommendations of 
MIs. Holtec and communicated its rejection to the Government in 
January, 1972. In March, 1972, Government allowed the Corporation 
to proceed with the installation of a 600 tonnes per day plant at the 
site originally selected viz. Raj ban. 

9.S. It will be seen from above that it took a period of over 4-11Z 
years from the date of completion of lime-stone investigations to' 
clear the project for implementation. 

9.9. During evidence, the Committee asked as to what considera-
tions weighed with the Ministry in asking the Corporation in 
February, 1971 for considerin'g the integration of Paonta and Baru-
wala Projects, and getting the economic viability Iprofitability of the 
integrated project examined by MIs. Holtec Engineers Pvt. Ltd. The 
representative of the Ministry stated as follows:-

"This was a thought which was given to us and we had 
examined this. We consulted the consultants also. Their 
reports came. We again examined them. CCI ultimately 
came to the conclusion that these projects would not 
work." 

9.10. When asked about the reasons for delay in clearing the 
project for, .implementation the witness stated as follows:-

·The reports were submitted only in February, 1970. We 
examined the reports up to December, 1970 and we went 
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to the Cabinet in February, 1971. We received the reports: 
of the Finance Ministry, the Planning Commission etc. in 
February, 1971. The Cabinet approved it on 29th April •. 
1971. In May, 1971 we conveyed the approval to the 
Cement CGrporation of India .... " 

9.11. The Committee pointed out that the Paonta Plant was to 
be installed in a deficit area and the limestone Investigation Division 
had also submitted its report four years ago. They asked the reasons 
for inordinate delay in preparing the DPR by CCI. The representa-
tive of the Ministry stated that the original report was prepared in 
1968. Then from August, 1968 to February, 1970 they took about 17 
months or so in preparing the DPR. 

9.12. Replying to another question as to whether the Ministry 
were satisfied with the speed with which the CCI had worked, the 
witness stated 'we should have expedited it?' 

9.13. The Committee note that; after the completion of the lime-
stone investigations by the Geological Survey of India at Rajban 
(Paonta)-Himachal Pradesh, a Feasibility Report for the setting up 
of a 600 tonnes per day dry process cement plant at Rajban was pre-
pared and submitted to the Government on 6th August, 1968. When 
the Feasibilit:y Report was under consideration, Government asked the 
Corporation to examine the scheme in the light of de-control on dis-
tribution of cement w.e.f. November, 1970. Tbe matter remained 
under consideration and the Detailed Project Report was I,repared 
and submitted to Government in February, 1970. While the DPR 
was under the consideration of Government, the Ministry desired 
in February, 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 independent specialised agency, Mis. 
HoUec Engineers Private Ltd., who had offered their services free of 
cost (excluding TA & DA). However, Government approved the 
DPR on Paonta in May. 1971. In December. 1971 Holtec recommend-
ed an integrated plant at Dehra Dun with separate kilns for the two 
projects. The Corporation did not accept the recommendations of 
MIs. Holtee and communicated its rejection to the Government in 
January, 1972. In March. J.972. Government aHowed the Corporation 
to proceed with tbe installation of a 600 tonnes per day plant at the 
site originally selected, namely, Rajban. for which the Government 
had already bl May, 1971;given their approval to the DPR on the con-
sideration that the criteria of viability could not be applied to this. 
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~roject as. it was essential to promote the developm~nt of indust.ry 
1n a relatively backward area. The Committee see no reason as to 
why when the DPR was prepared after examining the economic 
standpoint as desired by Government in April, 1967 Government 
should have asked t.he Corporation in February, 1971 for consideration 
of the integration of the two projects when it was clearly known that 
the criteria of economic viability would not be applicable to a deficit 
area project. The Committee regret to note that it has taken a period 
of 4t years from the date of 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 admitted during evidence that "we should have expedited 
it." The Committee cannot but express their displeasure at the inor-
dinate delay on the part of the Corporation to prepare the DPR Rnd 
of Government in according approval to the project. It is surprising 
that even after comm1l11icatmg the sanction to DPR in MAY, 1971, it 
was only in March, 1972 that Government allowed the Corporation 
t.o proceed with the project. The Committee see no reason for this 
delay of 10 months. The Committee expect that such delays will be 
llvoided in future as they have a bearing on the capitAl cost and the 
"rofitability of the project. 

B. Project Estimates 

9.14. The Detailed Project Report envisaged an investment of 
'Rs. 761.30 lakhs. However, on receipt of tenders for the plant and 
·equipment in January, 1n72 it was estimated that the capital cost of 
the project would increase to about Rs. 1,178 lakhs. It was also esti-
mated that the average r~turn would be 5.2 per cent only as against 
11.5 per cent. contemplated in the Detailed Project Report. Simul-
taneously, the economic viability of setting up a 750 tonnes per day 
-capacity plant was also examined by the Corporation. The eapital 
-cost of such a plant was estimated at Rs. 1,326 lakhs with an average 
return of 6.8 per cent on the capital employed. Considering the 
-comparative cost/profitability. etc. the Board approved in August. 
1972 the setting up of a 750 tonnes per day capacity Plant. These 
.tJevelopments were reported to the Government in September, 1972 
-with the proposal for the setting up of a 750 tonnes per day capacity 
'Cement plant. The Management stated (November, 1973) that 
"'sanction of Government for the revised project cost estimates of 
'Rs. 1,178 lakhs for a 600 tonnes per day capacity plant had been 
:accorded in April, 1973." 

9.15. The table below compares the estimates as per Detailed Pro-
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ject Report, the revised estimat!:~,~.p~roved by Government in April, 
1973 and the actual expenditure uli'to December, 1974:-, ' . 

Particulars 

1. Plants & machinery' (inclUdinfaJ'rC-cOOlrilissioning 
expenditure and other Oliscel eous expenditure) 

2. Sales Tax 
_i , 

3, Electrical installation 

4. Erection cOlt 

~. Civil Engineering Works 

~. Proving of liOlcatone deposit 

7. Headquarten; overheads 

S. Interest on capital 

(RI. in lakhs) 

Estimates Estimates Actual 
a8 inclu- as revisedexpendi-
Aledm inAugult ·rure ,UplD 
DPR and 1972 and Decein~r. 
~ved approved 1974 
by ~ •. by Go-
VerOlnent vernOlent 
in May, in April, 
1971 . 1978 

.!'." 1 

340'40 656100. 

II' 00 20'00 

16'00 20'00 

'1$'00 40'00 

333'00 387'00 

6'90 6'90 

13'00 IS'oo 
. 23;00 33'00 

. " 90'77 
Nil 

Nil 

3'20 

SO' 46 

6'89 

8'02-

IS9'94 

-The headquarten; overheadp for 1974-75 are yet to be allocated"fo'different projects. 

The Project was originally scheduled to be commissioned on 1st 
October, 1976. However, due to changes in the decisions from time 
to time' as mentioned in the preceding paragraphs, the Project was 
likely to be delayed, 

9.16. When asked about the extent to which delay iii tbe exeCu-
tion of, the project was apprehended, the Mana'gement stated that 
«der for main plant and machinery for this project had already 
been placed, Based on the load data and drawings so far received, 
notice inviting tenders for civil work relating to plant structures and 
machinery foundations had been issued, Construction of first phase 
'of residential quarters and some of the welfare buildings was nearing 
completion. The Project was expected to be cominissioned in Feb-
ruary, 1977. 

9.17, The progress of the implementation of the various itemtl is 
given below:-

(i) Land 
The Detailed Project Report envisaged 40 acres land for colony, 

~o aCfeS for Plant, 50 acres for' gypsum quarry, 300 acres for quarry, 
"154 LS-15 
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35 acres for approach road to quarry, water supply, etc. and 25-
acres for Railway siding (private land). The land for colony and 
plant (100 acres) had been made available by the Himachal Pra-
desh Government on 99 years lease with annual ground rent of Rs. 30, 
per acre for the 1st 30. years and lease deed had been executed in 
October, 1973. The Management stated (November, 1973) that the 
matter relating to acquisition of land for other purposes was under 
correspondence with the Himachal Pradesh Government. 

9.18. When asked whether the land for quarry, approach road, 
railways siding etc. had been acquired by the Corporation, the 
Management stated as under: - . 

"Mining lease for the quarry area is in land belonging to the 
Government. Therefore, acquisition will not be necessary. 
The factory and township are located along state highway. 
No approach road is therefore required for these. As 
regards approach road to quarry, action for land acqui-
sition/lease is being taken. 

No railway siding is envisaged at plant site. However, e pri-
vate railwey sidin·g. is being taken at Jagadhari. Northern 
Railways are taking necessary action in the matter. The 
siding work will be done by them as a deposit work." 

(it) Civil Works 

9.19. The work of construction of camp office, godown, hutments 
and field hostel had been completed. The contract for Phase I buil-
dings of the township at an estimated cost of Rs. 13 lakhs had also 
been awarded in September, 1973. 

(iii) Plant and machinery 

9.20 Tenders for the supply of plant and machinery were invi-
ted from 10 machinery manufacturers on 6th September, 1971. In 
all 5 quotations were received. The lowest offer of Mis McNally 
Bird Engineering Company for Rs. 269.71 lakhs was not consldered 
as they had quoted for a wet process plant. 

9.21. The Board of Directors in their meeting held on 17/1Sth 
January, 1972 apPOinted a Negotiating Committee consisting of7 
members to negotiate the technical details, price, etc. with the-
remaining four tenders. No discussions were, however, held with 
the tenderers till 25th March, 1972, when the parties were requested 
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to extend the validity of their offers upto 30th June, 19'72. All the 
parties agreed to the extension, subject to increase in their quoted 
prices. Thereafter, the Management held discussions with these 
parties individually on 19th/20th May, 1972. 

9.22. The Negotia,tion Committee met for the first time on 19th 
July, 1972; thereafter on 4th August, 1972 and on 24th January, 1973 
and held discussions with the representatives of the four parties. 
During discussions, all the parties a'greed to extend the validity of 
their offer upto 1st April, 1973 subject to price increase. 

9.23. The order for the supply of the main plant and machinery 
(excluding bought out items and customs duty on imported compo-
nents) and for erection of plant and machinery was finally placed in 
August, 1973 on M/s Larsen & Toubro (the second lowest tenderer) 
at a cost of Rs. 278.20 lakhs and Rs. 32 lakhs respectively. The initial 
offer of this firm was for Rs. 296.59 lakhs (including bought out items 
of the value of Rs. 17.08 lakhs and customs duty (amount not ascer-
tainable) payable on imported components. The delivery of the 
equipment was to be completed within 28 months of the date of 
order and erection within 36 months of the date of order. 

9.24. Otn being asked about the reasons for delay in finalising 
the order for plant and machinery, tenders for which were received 
beforeJ anuary, 1972, the Management stated that the tenders for 
plant and machinery were received in January, 1972. On an exami-
nation of the tenders it was observed that the priCes quoted by 
different manufacturers were more than double as compared to 
1970's price. This abnormal increase in the prices of plant and 
machinery necessitated the revision of the whole project estimate 
costs. The revised estimates were submitted to the Government on 
1-9-72 and the approval for the same was given by the Ministry on 
7-4-1973. Orders thereafter were placed for main plant and machi-
nery, after due deliberations, in August, 1973. 

9.25. When enquired whether the delay in acceptance of the after 
of MIS. Larson & Toubro devolved any additional expenditure on the 
Corporation, the Management stated in a written reply as u~der:-· 

"The approximate value in the initial offer of Mis. Larson & 
Toubro for the corresponding items for which orders were 
placed in August, 1973 (i.e. after excluding bought out 
items and customs duty) was RB. 274.00 lakhs. As against 
this order was placed for Rs. 278.20 lakhs in August, 1973. 
As the ordering for bought out items is not yet complete 
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and the amount of customs duty would depend on the 
rates of customs duty prevailing at the time of import 
and the value of the imported components, it is diffIcult at 
this stage to indicate the comparative figures." 

9.26. The Committee find that the DPR of the Paonta Project en-
visaging an expenditure of Rs. 761.30 lakhs for Ii 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 GOl'ernment. 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 ori. 
ginally scheduled to be commissioned on 1st October. 1976. is now 
expected to be commissioned in February, 1977. 

9.27. 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, prkc, 
etc. with the tenderers was appointed in January, 1972, the orders 
for the main plant and machinery were placed in August, 1973 in 
view of the fact that the Governmen1's sanction for the revised cost 
estimates was received only on 7th April, 1973. They ieel 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 preliminary 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 not complete. They feel that such delays. though 
short in each case, have a cumulative effect and add up to l.ng periods 
of delay in the final commissioning of the plant which has a far 
reaching effect on the profitability of the project. The Committee 
cannot but express their unhappiness at the delay of over 4 months 
on the part of the Corporation in placing the orders for plant Bnd 
machinery and at not finalising the orders for bought out item so far. 

9.28. The Committee note that notice inviting tenders fol' civil 
work relating to plant structures and machinery foundations has al-
ready been issued. They would like the Corporation to finalise the 
orders for civil works as early as possible and include in the contract 
a detaillld schedule for the completion of various items of civil w~rks 
in juxtaposition with the scheduled dates of supply of th .. varIOus 
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items of plant and equipment and take all possible !!teps right from 
the beginning to ensure that neitber tbe execution of civil works nor 
the supply of plant and equipment is in any way delayt"d. 

9.29. The Committee note that mining lease for tbe quarry area 
is not necessary as tbe land belongs to the Government. The factory 
and townsbip are located along state highway and nO approach rood 
is therefore required for these. Though no railway siding is envisag-
ed at plant site, a private railway siding is being taken at Ja"adhrl 
and the Northern Railways are taking necessary action in the matter. 
As regards approach road to quarry, action for land acquihition/lease 
i.t being taken. The Committee recommend that keeping in view 
the target date of the commi!!sioning of the plant (i.e. February, 1977) 
different schedules may be fixed for securing the land acquisitionl 
lease for the approacb road to quarry and the railway siding at Jags-
dhri and all action to complete these items of work should be so orga-
nised that there is no slippage in the execution of these jobs beyond 
the scheduled dates. 
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MARKETING 

A. Marketing Organisation 

10.1. In view of the expectation that the Mandhar Plant would 
go into production in October, 1969, the Corporation created the 
post of a Marketing Adviser initially for 2 years (made regular 
subsequently) to advise the Corporation on the pattern of the 
marketing organisation that would be necessary in the light of the 
impending decontrol of cement with effect from 1st January, 1970. 
The ineumbent joined on 21st October, 1969. In January. 1972 the 
Board decided that the Marketing Adviser would be incharge of 
purchase wing also. The total number of officers and staff (includ-
ing those in the Units and Branch Offices) was 5 and 24 respectively 
as on 31st Mareh, 1972. 

10.2. The staff strength of the marketing organisation was 38 on 
31st March, 1973 and 37 as on 31st March, 1974, 

10,3. The expenditure incurred on staff and establishment on 
marketing since 1970-71 was as under:-

Year Expenditure 
-_._ .. _-- ----------------_. 

1970-71 

1971-72 

1972-73 

]973-74 

Rs. 1,34,682'00 

Rs. 3.11 1.019' 00 

Rs. 3.4S,S30' 00 

Rs, 4,00,207' 00 

10.4. The turnover for these years excluding excise duty are as 
follows:-

1970-71 (Mandhar) 

1971-72 (Mandhar) 

1"~-7) (Mananar and KurlUnta) 

1973-74 (Do, ) 

Rs. in lakhs 

277'44 

343'77 

, 368' 71 

--------------------------------------------------
210 
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10.5. The main functions of the Marketing Organisation at the 
.Headquarters of the Corporation are:-

To formulate sales policies conducting market surveys, all 
matters pertaining to the appointment and termination 
etc. of stockists, evaluation of the performance of the 
stockists, maintenance of relations with consumers, guid-
ing the factories regarding Cement Control Orders/Regu-
lations etc., helping the factories in overcoming railway 
movement difficulties, product publicity, appointment of 
contractors for road transport, observance of regulations 
regarding distribution of cement between R.C./O.R.C. 
and free sale allocations. Liaison with Cement Control-
ler on Polic!y matters, submission of R.C. Bills to Pay and 
Accounts Office, Delhi, after checking and collection of 
payments by regular contact etc. 

10.6. The functions of the Marketing Organisation at the factor-
ies generally are:-

To receive orders from the stockists, R.C. and O.R.C. parties, 
execution of the same, maintenance of records thereof, 
submission of reports to various agencies, observance of 
regulations ragarding sale to R.C. and O.R.C. and Free 
Sale parties, raising of bills, maintenance of statistical 
and Central Excise records, keeping watch on the use 
and stock of gunny bags, arrange for wagons and check-
ing the performance of stockists. 

10.7. The marketing .organisations at head office and the factor-
les are in-charge of the entire sales and other related matters. 

10.S. It has been etated that the organisationed set up is con-
sidered adequate for the purpose with the existing workload, 

10.9. The Committee were informed that when the proposal, for 
. Chief Sales Manager at Headquarters was submitted for considera-
tion of the Board, one of the Directors had observed as follows:-

" 

" ... to my mind a post of Chief Sales Manager in the scale of 
Rs. 1800-2250 is unnecessary at this stage. There is not 
much point in havin'g such a high powered individual at 
the headquarters of the Corporation. What I would, 
instead, suggest is the appointment of a senior Salec; 
OiBcer at each of the plants in the scale of Rs. 1100-
1400. l't must be remembered that in the context of 
decontrol each plant will have to seek to dispose of ita 
production within an economic marketing zone. The two 
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plants are separated by' a grt:at distance. Each will,. 
therefore, have its marketing problems and will have tl) 
dispose of itE production or at -ie-ast the greater part of it 
locally. This, to my mind, wouid be the right way of 
tacklitlg the problem. I do not see what the Chief Sales 
Manager sitting at the headquarters 'would 'be able to 
do ... " 

. 10.10. However, the Board decided that in view of the impending 
decontrol of cement and the necessity to obtain the services of an 
experieAced and. capable"person to a:dvise the Corporation on the 

. pattern of marketing organisation a post of Marketing Adviser be 
created. . 

10.11. The Committee enquir~d about the justification for the 
appointment of such high officials as Marketin'g Adviser, in view of 
the fact that. there was no difficulty in marketing the products of 
the Corporation. The Management stated in a note as follows:-

"In modern business management, marketing is a specialised. 
technique and occupies a very important role in every 
organisation. Marketing effiorts are essential no matter-
hoW beneficial'is the product. In fact, when a commodity 
is in short supply, it really needs sound marketing techni-
ques to keep up the image of an organisation, which can 
be achieved only ,by keeping a top level Executive, who 
~annot only deal with the subject, but can also carry 
out the Company's objectives by promoting and p.xecut-
ing sound business poliCies and also having a high level 
liaison with, consumers and competitors as well as Govern-
ment agencies. 

The job of the top executive is not only selling, it also 
in.volv~s a I)umberof other issues, such as appointment 
of stockists, evaluation of their performance, to keep an 
overall control over RC, ORC and Free Sale allocations-
given by t~e Cement Controller etc. 

10 addition, the Corporation is also to commission its new 
plants from time to time and the organisation for Mar-
keting the product of these factories is a continuous pro-
ce~s .. It is therefore necessary that there should be a cap-
able and experienced person to be in-charge of all this-
work". 

10.12. During t'vidence, the Committee enquired whether the 
marketin'g organisation at the headquarters was necessary for the 
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marketing of cement. The Chairman and Managing Director stated 
as under:-

"The marketing division is there essentially for two aspects. 
Of course, at present, there is heavy demand, and we 
need not go to the market, but cement is old under the 
Cement Control Order, and there are so many provisions 
in the Act which should be implemented strictly, and the 
marketing department will be held responsible for any 
violation in the implementation of the Act. The distri-
bution haR to be uniform in all areas. So, each factory is 
allotted a certain area. So, all this requires examination, 
inspection and implementation and some administration 
is involved. So, this marketing division is very essential. 

But there is one thing. For consumer products, they have a 
marketing division much bigger than the production 
department. But for the cement industry, the marketing 
division is a small one, because except for small periods 
of one or two years, there is always a demand. But our 
marketing division, especially at the Head Office is smaller 
when compared to any other factory of the same capa-
city." 

10.13. The witness further stated that a certain cell for market-
ing at the headquarters was essential. There should be coordina-
tion between the policy of the manage~ent and that of the Govern-
ment. The marketing organisation at the headquarters was quite 
economical. 

10.14. The Committee note that, anticipating that the Mandbar 
Plant would go into production in Oct~ber, 1968. the Corporatioo 
created the post of a Marketing Advisor to advise the CorporatioR 
on the pattem of the marketing organisation. The innunbent joined 
on 21st October. 1969 though the Mandhar Plant was formally ('om-
missioned 9 months later on 19th July, 1970. The Committee Ind 
that staff strength (including ofB~ers both in Units gnd Branch OfB-
ces) was 29 on 31st March, 1972,38 on 31st March, 1973 and 37 OD 31st 
March, 1974 and the expenditure on the organisation rose from Rs. 3.11 
lakbs in 1971-72 to Rs. 4 lakhs in 1973·74.. The Committee were in-
formed that the marketing organisation at Headquart.ers and the 
factories are in charge of the entire sales and other related matters. 
According to the Corporation, the Marketing Organisation was essen-
tial to see that provisions of Cement Control Order were complif'd 
with and distribution was fair in all areas. The Corporation's mar-
keting division is stated to be a ~mall one as compared to any other 
factory of the same capacity. The Committee however find that the 



214 

-organisation at Headquarters' CODsists of a Marketini Adviser assis. 
ted by ,. Sales Officer and supporting staff. The Committet> feel that 
a~ the two plants at present in production are separated by a great 
dIstance, and each will be having its own marketing problems. they 
recommend that the marketing organisation may be decentralised 
and except for policy issues including compliance with the provision 
of ~ment Control Order and inter· plant coordination. all other mat-
ters should be left to be dealt with at the plant level. This will also 
enable the Corporation to judge the inter·se efficiency of the market-
ing organisations of the plants. The Committee also recommend that 
the marketing organisation at. Headquarters should he compact and 
be such as may he necessary. to deal with all policy matters' connected 
with sales of the individual units. The Comntittee also suggest that 
GoNernment should review the' necessity for the post of a high 
powered Marketing Adviser at Headquarters. The Committee also 
recommend that the Corporation should keep a strict eye on the 
staff strength of the market.ing 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. 

B. Marketing Arrangements 

10.15. Cement, being a controlled item, has to be distributed as 
per the instructions issued from time to time by the Cement Con-
troller, who allots the quotas for rate contract, outside rate contract 
and free sale. Sale to rate contract and outside rate contract 
parties is made by the Corporation directly. As regards free sale, 
on the analogy of distrubution pattern adopted by the State Trading 
Corporation during the period from 1956 to 1965 when they were 
entrusted with the distribution of cement, the Corporation decided 
in December, 1969 to appoint regional wholesale distributors for the 
sale of Mandhar cement for a period of 2 years initially. The com-
mission payable to the distributors was Rs. 1.25 per tonne which is 
the rate allowed by the Government in calculating the controlled 
price of cement. It was also decided that in addition to the above 
commission, the Corporation might allow an extra commission hy 
way of incentives @Re. 1 per tonne. This was not, however, put into 
practice. A simUar arrangement was approved in March, 1971 for 
the sale of cement from Kurkunta. 

Mandhar 

10.16. In accordance with the above arrangements, the Corpo-
ration entered into agreements in January, 1970 with 4 distributors 
effective from 19th July, 1970. For the three distributors, the quota 
was fixed at 80 per cent of factory production per quarter ~d in tbe 
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4th case it was adboc but fixed at 15 per cent with effect from Sep-
tember, 197,. 

10.17. According te, the agreements with the distributors, the 
Corporation could appoint stockists on the recommendation of dis-

_ tributors or on its own. The Corporation approved the appointment 
of stockists made by the regional distributors, the number as on 31st 
March, 1973 being 598. 

10.18. The agreements with the existing distributors were 
renewed for a further period of 5 years with effect from 20th July, 
1972. 

10.19. Out of the four regional distributors, the agreements with 
two of them Had down that the security deposit of the stockists 
would tie collected and held by the Corporation. In the case of 
remaining two distributors, the security deposit was to be collected 
and held by them. As a result, the two distributors retained the 
security deposits worth Rs. 11 lakhs. 

10.20. When asked as to what considerations weighed with the 
Management in according differential treatment in the matter of 
retaining security deposits of stockists by the Regional Distributors 
of Mandhar Plant, the Management stated in a note that the Board 
of Directors in the meeting had approved that the deposits of the 
stockists could be held by the Regional Distributors. However, 
efforts were made with the Regional Distributors to agree that the 
security deposis could be held by the Corporation. In this connec-
tion personal discussions were held with each of the four s~lected 
Distributors. Two distributors came out with the argument that, 
as they had a bigg€l' area to cover involving a larger number of 
stockists, they were covering heavier risks, particularly as they 
were indemnifying the Corporation for any losses whatsoever, on 
account of any default by any of the stockists. In view of the above, 
they could not be persuaded to allow the security deposits of the 
stockists to be retained by the Corporation. In the case of the othel' 
two CCI could, however, make them agree to its retaining the 
security deposits of the stockists in their areas. Hence the Agree-
ments with the Regional Distributors were signed accordingly. 

Opening of branch. offices 

10.21. It was reported to the Board on 17th November, 1970 that 
the State of Madhya Pradesh, not being a potential consumer of 
cement, there was no alternative but to market the Mandhar 
cement, In the States of Maharashtra, U.P., West Bengal, Bihar 
and Union Territory of Delhi. In order to compete with the other 
producers who were selling their products through their branch 



216 

offices and thereby avoiding the liability for Central Sales Tax the 
Corporation proposed the opening of branch offices or allowing a 
rebate of 2 to 3 per/cent in the selling price of the cement. With a 
view to selling the cement at competitive rates, the Board approved 
the proposals to open branch offices at 4 or 5 places. The Board 
however, decided that the expenditure on the branch offices should 
be kept to the barest minimum. 

10.22. Accordingly, branch offices were opened at Calcutta, Kan-
pur and Nagpur in August, 1970 and Bombay and Hyderabad in 
August, 1972. 

10.23. Consequent upon the opening of these branch offices, the 
regional distributors in the respective States were also appointed as 
clearing and forwarding agents on a remuneration of Re. 0.75 per 
tonne. As against the payment of Re. 0.75 per tonne made to the 
regional distributors, the Corporation recovered Re. 1 per tonne 
from the stockists to whom the cement was despatched by the 
regional distributors for sale to the consumers. 

10.24. Under the stock transfer system, the Corporation sold 
1,37,522.73 tonnes of cement during 1970-71 to 1972-73 in respect of 
both the plants. On this quantity, the Corporation recovered a 
sum of Rs. 34,382 in excess of the clearing and forwarding charges 
paid to the regional distributors. As against this recovery, the 
expenditure on the branches, as intimated by the Management, 
amounted to Rs. 88,860 (approximately) in 1970-71 to 1972-73. There 
was thus extra burden on the Corporation to the extent of Rs. 
54,478 (approximately.) 

10.25. The stock transfer system was intended to make the retail 
price of the CorpoIations cement competitive with that of the other 
manufacturers by avoiding the incidence of 3 per cent. Central Sales 
Tax. It is, however, doubtful whether, in view of the shortage of 
the cement, any real competition did exist. In fact out of the total 
free sale of cement aggregating 3.77 lakh tonnes during 1970-71 to 
1972-73, the sale under 'stock transfer system' aggregated only 1.38 
lakh tonnes (approximately). 

10.26. The consequence of the operation of this scheme had been 
that the Corporation had to incur an extra expenditure of Rs. 
54,478 (approximately) as mentioned above. In addition, the ex-
chequer was deprived of the Central Sales Tax, the incidence where-
of amounted to Rs. 5.61 lakhs based On the average sales realisation 
of Rs. 136 per tonne on a quantity of 1,37,522.73 tonnes. 

10.27. The Committee enquiren whether in view of the ~hortage 
of cement in the country for the last several years, any competition 
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~d really exist in the matter of marketing cement, and whether 
the proposal to open branch offices was based on the difficulties 
.experienced by the Corporation in the matter of sale of Mandhar 
cement in the States of Maharashtra, U.P., West Bengal, Bihar 
and Union Territory of Delhi. The Management stated in repJy 
.as under:-

"When a new product is introduced in the market, it has to 
compete with the other established products of similar 
nature and hence it becomes imperative to adopt the 
policies generally f-ol1owed by other competitors. Always 
there is not only some resistance in the market for a new 
product but there is also preference of consumers for the 
established products which one has to face. As !'luch, in 
view of the then existing conditions, the Company had to 
resort on a very restricted basis to do business under 
stock transfer." 

10.28. In reply to a question whether the proposal made in 
November, 1970 for opening branch offices, when the Mandhar Plant 
was commissioned in July, 1970 not pre-mature, it was stated that 
'this was a sound business proposition.' 

m.29. The Management has informed that the 'Stock Transfer 
Scheme' had been discontinued with effect from 1-6-1973. 

10.30. It was stated that a total quantity of 1,00,462 tonnes of 
-cement was sold under 'Free Sale category' during the year 1973-i4 
including a part of it sold by stock transfer.' The valued cement 
'Sold by stock transfer in 1973-'lIl at various branches was Rs. 30.27 
lakhs on which Central Sales Tax @3 per cent to the extent of R~. 
90,810 approximately did not become payable by the consumer. 

10.31. The total expenditure incurred on the branch offices viz. 
Kanpur, Na'gpur, Bombay and Hyderabad during 1973-74 was Hs. 
26,711.00. This however did not include the expenditure on the 
Calcutta Office. The substantial part of work of the Ca1cutta Office 
related to the purchases work and liaison work. In addition it 
looked after stock transfer sales work. As Calcutta Office would 
have been there even if the Corporation had not undertaken any 
stock transfer sale work, the expenditure on this office was not 
included. 

Sale of cement under stock transfer arrangements stopped from 
1-6-1973. The amount paid/payable as clearing and forwarding 
-charges to the Regional Distributors during 1973-74 and the recovery 

made from the Stockists during 1973-74 was Rs. 10,566.82 and Rs. 
14,089.1 l respectively. 
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Revised Marketing Arrangements 

10.32. Consequent upon the directive from the Ministry of 
Industrial Development, the Corporation decided in July, 1973 to 
dispense with the services of the regional distributors and to under-
take the distribution of the cement by itself, by 1st of January, 1974, 
if not earlier. Accordingly, the agreements with the regional dis-
tributors and stockists were terminated with effect from 1st 
December 1973, and revised application forms were sent to all th~ 
existing stockists and some new parties for being considered for 
stockists-ship under the direct control of the Corporation. 

10.33. Keeping in view the frei~ht element and also with a view 
to developing the rural areas, it was decided by the Management 
to withdraw very long distance markets, such as, Punjab, Haryana 
and certain portions of U.P. As an exception to this prindple, it 
was, however, decided to retain the market of Delhi as a prestige 
issue and that of Assam, which was considered necessary to maintain 
the market there for the production of Bokajan Project expected 
to be commissioned by May, 1975. 

10.34. The new arrangement became effective from 1st Decem-
ber, 1973, thereby avoiding payment of selling agency commission 
at the rate of Rs. 1.25 per tonne to the regional distributors and also, 
expenditure on the maintenance of branches. 

10.35. During evidence, the Committee enquired about the reason 
for issuing a directive to the Corporation in July, 1973 to dispense-
with the services of the Regional Distributors and to undertake the 
distribution of the cement by the Corporation itself. The represen-
tative of the Ministry stated: 

"I think it was a correct decision and we have saved Rs. 1.25. 
per tonne." 

In a subsequent note the Ministry stated as under:-
"Complaints were received from certain Members of Parlia-

ment alleging that the cement manufacturers wanted 
their own men as dealers and distributors and in collusioa. 
with them higher prices for cement were being charged. 
This Ministry examined the matter to see as to how far 
it would be possible to take up the wholesale distribution 
of cement through public sector agencies; in particular. 
and to begin with, whether it would be possible to 
distribute cement produced by the factories run by the 
Cement Corporation, through the Corporation itself. Tbis 
matter was examined with the Cement Corporation and 
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it was felt that it was feasible to do so. The Corporation 
was, accordingly, asked to dispense with the serVlces of 
the regional distributors and to undertake the distribution 
of cement itself. 

By the new marketing arrangement, the selling agency 
Commission of Rs. 1.25 per tonne that was being paid to 
the regional distributors is being saved since 1-12-1973.'· 

10.36. Under the new marketing arrangement, CCl's cement is 
being distributed through a network of stockists appointed directly_ 

10.37. When asked about the arrangements made to streamline 
the distribution of cement to avoid black-marketing, profiteering 
etc., the Management stated: 

"As a policy, the CCI is trying to distribute the cement a9 
evenly as possible, to all the stockists and is also trying 
to feed them to the maximum extent possible. The Cor-
poration makes surveys and check the stockists' records 
etc. to keep a watch over the possible malpractices." 

10.38. The selling and Distribution expenses per tonne incurred 
by the Corporation, inclusive of the incidence of Selling Agency 
Commission paid, is given below: 

1970-71 

1971-72 

1971-73 

1973-74 

Mandhar Kurkunta 

(Rs.in 
laths) 

1'64 

2'93 

4'36 

3'S8 

(Ra. in 
laths) 

4'66 

10.39. Tbe Committee note that Corporation appointed 4 relionar 
wholesale dealers in 1.970 for the sale of Mandhar Plant Cement and 
agreed to pay them commission at the rate of as. 1.25 per tonne which 
is the rate allowed by the Government in calculating the controlled 
price of cement. The agreement with tbe distributors Was renewed 
for a further period of five years with effect from July. 1912. Out 
of the four regional distributors, the agreement witb two of tbem 
laid down tbat the security deposits of stockists were to be collected 
and held by them and in the case of the other two distributOR, the 
5e(!urity was to be collected and held by the Corporation. As. 
result of these agreements, tbe former two distributors retalued the 
security deposits worth Rs. 11 lakhs and when subsequently the Cor-
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poration tried to persuade them to allow the Corporation to hold the 
1Iecurity deposits, they did not agree on the plea that they 
had bigger areas to cover involving larger numbers of stock-
ists an~ heavier risks, particularly as they were indemnifing the 
Corporation for any losses. The Committee do not appreciate the 
rationale of treating the distributors differently and allowing 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. 1st 
December, 1973 under the directive from the Ministry of Industrial 
Development and the stockists were brought under the direct control 
of the Corporation. 

10.40. The Committee note that in order to compete with the other 
producers who were selling their products througb their Branch 
Offices 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 appointed as clearing Rnd forwarding 
agents on a remuneration of Re. 0.75 per tonne. As against the pay-
ment of Re. 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 Ks. 34,382 
in excess of the clearing and forwarding charges paid to the distri-
butors while the expenditure on the Branch Offices during the same 
period was Ks. 88860/-. thus resulting in a loss of Ks. 54,-178 (Approx.) 
to the Corporation. The Committee also note that as a result of this 
arrangement Government was deprived of the ce~tral sales tax 
amounting to Rs. 5.61 lakhs (approximately). In 1973-74. the excess 
recovery from the distributors amounted to Ks. 3,533 as against the 
expenditure on Branch Offices (excluding Calcutta) amounting to 

Ks. 26,711 and a loss to the exchequer of Ks. 90,8'10 on account of non-
payment of central sales tax. 

10.41. The Committee are shocked to observe that a public sector 
Corporation should have thought of resorting to the strategem of 
opening Branch Offices which aimed at depriving the exchequer of 
central sales tax amounting to Rs. 5.61 lakhs during -the period 
1970-71 to 1972-73. The other reason advanced 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 competi-
tion in fact existed in the sale of cement. To cap it an. the Corporll-
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:tio~ also suffered a loss of B.s. 77,666 during this period in the bar-
g81n. The Committee cannot too strongly deprecate this action on 
the part of the Corporation and recommend that the Government 
should issue directives to the public undertakings that they should 
Dot resort to ally measures which are aimed at evadjng Central or 
State taxe.s of defeating the purpose of such taxes. The Committee 
feel that m retrospect the very idea of opening branch offices was 
Deither in the best interest of Corporation nor that of Government. 
It was stated that the stock transfer system was stopped w.e.f. lst 
.lune, 1973. 

10.42. The Committee were informed that complaints were receiv-
ed from certain Members of Parliament alleging that the cement 
manufacturers 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 start with, whether the cement. pro-
duced by the Corporation can be distributed through the Corpora-
tion itself. Having come to the conclusion tbat it was feasible to do 
so, a directive in this regard was issued by the Ministry to the Cor-
poration. The Committee note tbat in pursuance of the directive 
issued by tbe Ministry of Industrial Development, the Corporation 
terminated tbe agreements witb the regional distributors and stockists 
with effect from 1st December, 1973 and appointed stockists afresh 
'under its direct control bereby avoiding payment of selling agency 
~ommission at the rate of as. 1.25 per tonne to tbe distributors and 
3150 saved expenditure on the mainteD8Dce of branches. 

10.43. The Committee consider tbat tbe new distribution ananre-
ment under which the middlemen have been eliminated and the Cor-
poration itself is required to undertake the distribution through a lIet-
work of dealers appointed by it directly is a step in t.he right direc-
tion. In the opinion of the Committee such a step could and should 
:have been taken much earlier. 

10.44. Tbe Committee furtber note that the Corporation claims 
to be trying to distribute cement as evenly u possible to all the stock-
ists and feed them to the maximum extent. possible. The Corporation 
is st~ted to be making surveys and ch.eckin~ the stockists' record. etc .. 
to keep a watch over the possible malpractiCes. The C.o~mit~ ~an
Dot too strongly emphasize the importance of .tr~mllnmg distribu-
tion of cement and eliminating hoarding, adulterataon, blaek-mark~t
. d profiteering in the sale of cement. The common man wall 
;~;n the Corporation not so much by i~5 production performance 
3S by its distribution system. The Committee feel tbat the Corpora-
tion should spare no efforts to ensure that good quality cement .. 
754 L.S.-16. 
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easily available to the needy persons at the controlled price in rural 
areas no less than in urban areas. 

10.45. The Committee find that the selling and distribution ex-
penses per tonne incurred by the Corporation in respect of Mandhar 
Plant inclusive of the seIling agency commission, had increased frOID 
Rs. 2.64 in 1970-71 to Rs. 4.35 in 1972-73 and came down to as. 3.58 
in 1973-74. The Committee are not able to understand the pheno-
menon of the seIling 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. 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 produc-
tion ~as 82 per cent of the installed capacity. They would like the 
Corporation to analyse the reasons for this sharp increase in the sel-
ling and distribution expenses in 1,972-73. The Committee also re-
commend that. the Corporation should work out norms in this res-
pect, after studying, if possible, the pattern adopted in private sector, 
and ensure that expenses on selling and di~trihution are kept to the-
minimum. 

C. Complaints regarding under-weight of cement bags 

10.46. Asked as to whether GovernmentlCorporaiion had received 
any complaints from the consumers to the effect that bags of. cement 
when finally delivered were under-weight and full of foreign matter~ 
the Corporation informed the Committee in a written reply that 
except for stray reports of under-weight or unsatisfactory quality of 
cement occasionally, there had not been any serious complaints of 
under-weighted bags, or about unsatisfactory quality f)f cement. As 
regards the steps taken in this regard, the Corporation added:-

"The manufacturers of cement are required to produce cement 
conf<>rming to the specification prescribed in the Cement 
(Quality Control) Order 1962 promUlgated under the Essen-
tial Commodities Act, 1955. The Essential Commodities 
Act provides for imposition of penalties for contra-
vention of orders issued under Section 3 of the 
Act and necessary powers have also been delegated to the 
State Governments under the said Act. The Government 
of India have also issued instructions to the Cement Manu-
facturers 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 Govern-
ments have also been asked to issue instructions to their 
Weights and Measures department to carry out periodical 



random 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." 

10.47. In para 6.21 of. their Sixtieth Report (1973-74) the Estimates 
Committee referred to the memorandum submitted by the Cement 
Research Institute in which the Institute had stated that quite often 
attention had been drawn to the 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 in certain c&ses and 
even rejection and consequent loss which add to the national loss of 
this basic and much needed construction material. The Cement Re-
search Institute was stated to have been giving a detailed attention 
to this subject and the InstitutE-'s experimental bags were reported 
to be under investigation by each of the cement manufacturers in the 
country. 

10.48. The Committ.ee note that reports of underweight cemt"nt 
bags and unsatisfactory quality of cement have occasionally been 
brought to the notice of Government. They learn that the Cement 
Re..earch Institute has prepared experimental bags to prevent 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 construc-
tion material. The Government of India have issued instructions to 
the Cement manufacturers Association, aU 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 random 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. 

10.49. Despite the instructions issued by Government. it is a matter 
of common knowledge that as the gunny bags packed with cement 
pass· through the various loading and unloading operations after 
leaving the plant, they lose some quantity of cement by way of see-
page in each such operation and the bags also get tom in this process 
because of the very nature and quality of texture of the gunny ba,s 
and by the time they reach the consumers, many if not mos~ of the 
bags He underweight and the consumers by and large belD~. too 
needy and helpless. cannot do anything but accept the underweight. 
bags The Committee regret that, even though this is an age-old' 
probiem, the cement manufacturers have not done anything concrete 
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so far to devise a foolproof method of packing cement. The fate of 
experimental bags made by the Cement Research Institute is also 
not known. The Committee urge that the Government should give 
a thought to this question seriously and example how far the experi-
mental bags made by the Cement Research Institute would be ad-
vantageous. Government may also consider the feasibility of using 
bags lined with polythene for packing cement as is being done in the 
case of fertilisers and also lay down specifications for improved qua-
lity of bags for packing cement. The Committee feel that us~ of such 
bags should be made obligatory on the cement manufacturers 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 this, the Government may 
consider the feasibility of introducing retail sale of cement and fixing 
its price by weight, and not by bags as at present, to save the con-
sumers of the loss which they have to sufter on this account. 

10.50. The Committee cannot too strongly emphasise the urgcnt 
need for concrete steps to prevent the seepage of cement from the 
gunny bags and the possibility of unscrupulous dealers adding foreign 
matter in cement by tampering with the bags used at present, If the 
interests of consumers, who find themselves completely at the mercy 
of such doalers, are to be safeguarded. 
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MATERIAL MANAGEMENT 

A. Purchase Procedure 

11.1. No purchase procedure was laid down by the Corporation till 
June, 1971 when the Corporation's Accounting Manual, which inter 
alia contained detailed procedure for purchases, was approved by the 
Board of Directors. It had been stated that the implementation of 
the purchase procedure included in the Accounting· Manual would be 
taken up during 1972-73. 

11.2. In the absence of any prescribed procedure, the method gen-
erally followed by the Corporation was stated to be as under:-

(a) Purchases of gunny bags, gypsum and coal wel'e centralised 
at Head Office and were generally made on the basis of 
limited tenders. 

(b) Purchases of. spare parts, motors and accessories etc. were 
made from Head Oftice on the basis of limited tenders and 
with concurrence of Technical Department and Finance. 

(c) Plants had been delegated powers to make purchases upto 
Rs. 20,000 at a time but not exceeding Rs. 3 Jakhs in a year, 
subject to various conditions. one of these conditions being 
that all purchase of Rs. 10,000 and above would be referr-
ed to Local Material Purchase Committee. 

(d) For items on D.G.S. & D. rate contract, the Company was 
designated as a Direct Demanding Officer. 

(e) Proprietory items were purchased directly from suppliers 
andlor through their authorised agents at D.G.S. & D. rate 
contract where there was such a rate contract or at 
prices at which the suppliers had sold to other Govern-
ment Organisations. 

11.3. In 1971, the Corporation formed two purchase committees one 
for purchases above Rs. 10 lakhs and another for purchases below 
Rs. 10 lakhs. The Heads o~ Departments of the Projects, Marketing 
and Finance considered all the purchases below Rs. 10 lakhs whereas 
Managing Director was also associated in the other Committee deal-
ing with purchases above Rs. 10 lakhs. . 
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11.4. On being asked about the reasons for not laying down the 
purchase procedure till June, 1971 and whether, in the absence o~ a 
prescribed Purchase procedure, the method followed by the Corpor-
ation evoked complaints of a serious nature, the Management stated 
that till the first factory of the Corporation went into production the 
purchases were mainly done through head .office. The major pur-
chases were on account of Plant and Machinery. 

The purchases of plant and machinery and other major purchases 
were by inviting tenders and through negotiations by a committee. 
The committee's recommendations had to receive approval of compe-
tent authority before placement of order. The other purchases made 
were generally as per accepted Government procedure, namely thro-
ugh DGS&D for items available on Rate Contract and otherswise 
through invitation of open tenders, limited tenders or quotations as 
per well recognised cannons of financial propriety. Wherever it was 
inevitable to purchase proprietory articles, the same were purchased 
direct, after negotation wherever it was feasible. The comparative 
statements along with purchase recommendations were subjected to 
financial scrutiny and concurrence before competent authority appro-
ved the recommendation. About the time the first factory went into 
production audits purchase work was partially decentralised the pur-
chase procedure as well as detailed delegation of powers to the 
Works Manager in this connection had been laid down. 

11.5. It was stated that the method followed till June, 1971 was 
generally satisfactory. 

11.6. It was further stated that the prescribed purchllse procedure 
was implemented in 1972-73 to the extent possible. 

B. Inventory Holdings 

11.7. The table below indicates the value of inventories at the close 
of each of the years 1970-71 to 19'73-74 in respect of the operating 
plants and projects under construction (including Head Office):-
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11.8. ~he stock of Raw materials, stores & spares, Loose tools etc.. 
was ~Ulvalent to 11.3 months consumption foOr production require-
ment In 1973-74 as compared to 11.8 months consumption in 1972-73 
The work in progress at the end of 1973-74 represented about 1.25 
months value of production at cost against 0.99 months in the year' 
1972-73 and 1.86 months in the year 1971-72. 

Finished goods represented about 0.35 month's sale in 1973-74 as 
compared to 0.25 month"s sales in 1972-73 and 0.18 month's sale in 
1971-72. 

11.9. In' connection with the inventory holding as at the end of 
1971-72, the Bureau of Public Enterprises observed (October, 1972) 
as follows:-

(a) Stocks held in respect of stores and spares for maintenance 
and operation were rather high. There was need for seg-
regation of insurance items and for fixation of stock levels 
for each of the insurance items. 

(b) Norms should be fixed foOr different categories of inven-
tories with the approval of the Board and reviewed per-
iodically at the Board's meetings. A proper classified cat-
alogue should be prepared for the items stocked. 

11.10. Management stated (March 1973) that the comments of the 
Bureau had been noted and instrUctions issued to site offices for 
necessary action. 

11.11. The Committee were informed that the increase in th& 
value of stores and spares etc. held by Mandhar at the end of 
1973-74, was in excess to the extent of about Rs. 11.75 lakhs over that 
of 1972-73. While the stocks of spares carried at the end of 197~74 
were generally a little lesser than that at the end of 1972-73, the 
gunny bags stocks carried at the end of 197~74 increased to normal 
requirement of four to five weeks' consumption which is necessary 
to be maintained, as compared to stock equal to only one week's con-
sumption, carried at the end of 1972-73. Moreover, the total value of' 
stores and spares at Rs. 65.26 lakhs as at the end of 1973-74 includes. 
stores worth Rs. 8.85 lakhs meant for the expansion project. 

11.12. As regaids Kurkunta, the stores, spares etc. at the end of 
1973-74 was about Rs. 16 lakhs more than that at the end of 1972-73:.. 
In 1972-73 the Kurkunta plant had just gone into production and the-
productio~ and the normal stock of stores and spares required to be· 
held had not been built up at that time. During 1973-74. the plant 
was in production for the full year and hence the build up of stock 
of stores became necessary. 



11.13. Moreover, even for the same quantum of stores, spares etc ... 
the value held at the end of 1973-74 was found to be more than 
1972-73, due to the increase in overall prices and railway freights. 

11.14. On being asked whether the Management had reviewed the 
holdings of stores and spares with a view to segregating the insurance 
items and fixing stocks levels therefor, it was stated. as follows:-

"Though it cannot be said that a systematic review in the pro-· 
cedural sense has been made, care is taken to have suffi-
cient stock of important items for ensuring the smooth 
functioning of the plant. With the recruitment of Indus-
trial Engineering personnel at the units, which is under' 
process, such a systematic review will be taken up." 

11.15. When asked whether norms for different categories of. in-
ventories had been laid down with the approval of the Board and 
what were the reasons for not taking steps for effective control of 
inventory holdings so far, the Management stated in reply as 
under:-

"Necessary care is taken at the time of placement of each 
order to see that undue stock will not be built up and at 
the same time there will not be a chance of a stock out. 
The plants have classified the items of stock and they 
have fixed stock levels for important items. 

As mentioned above, this work on expert and elaborate man-
ner will be taken up with the. assistance of the Industrial 
Engineering Personnel. For very critical materials requir-
ing utmost control like bags, coal and gypsum etc. the 
Chairman-cum-Managing Director himself haR indicated 
to Works Managers the stock levels to be maintained and 
watched personally by them. Boards' approval as re-
gards stock levels will be taken for some of the major 
items after the work is further completed on scientific 
lines with the assistance of Industrial Engineering Per-
sonnel. 

It may, however, be mentioned that in the present context of 
difficulty in arranging easy availability of different spares 
and stores according to fixed time schedules. bottle-necks 
in transport, inflationary tendency etc., holding of cer-
tain items of stores in excess of the normal requirment is 
perhaps unavoidable." 
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. 11.16. The. Committee note that the stocks of stores, spares etc. 
hstead of gOing down, went up from Rs. 44.34 lakhs in 1971-72 to 
Rs. 53.50 lakhs and Rs. 65.26 lakhs in 1972-73 and 1973.74 in the case 

'?f Mandhar. In the case of Kurkunta, the stocks of spares and stores 
Increased from Rs. 16.08 lakhs in 1971·72 to as. 34.71 lakhs and 
to Rs. 51.031akhs in 1972·73 and 1973-74 respectively. There have heen 
increases in the stocks of spares and stores in the case of other pro-
jects also. The increase in inventories in the case of Mandhar was 
state~ 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 t.o the plant being in full production in 1973-74 requiring 
larger inventories as compared to 1.972.73. Besides, the value of in-
ventories had also gone up due to overall increase in prices. The 
Committee regret to note that though the Bureau of Public Enter-
prises had considered the stocks of stores and spares heM by the Cor-
poration 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. the Corporation had not made any 
systematic review of the stocks. The Committee are informed that 
it is proposed t.o make such a review after recruiting Industrial En-
gineering personnel. The Bureau had also suggested that norms 
shou,d be fixed for different categories of inventories, reviewed at 
Board's level from time to time, and a proper catalogue should be 
prepared of items stocked. Though stock levels of certain important 
items are stated to have been fixed, the Corporation considers hold. 
ing of certain items of stores in excess of the normal requirement 
unavoidable in view of the difficult.y in arranging easy availability of 
different items of stores etc. according to fixed time schedules, bottle· 
necks in transport and inftationary tendency. The Committee regret 
to observe that the Corporation has not appreciated the importance 
of th~ proper inventory control and in spite of the suggestions made 
by the Bureau of Public Enterprises as far back as October, 1,972 it has 
not fixed norms for all the items of inventory nor has it brought 
down the levels of various it.ems of stores, spares etc., jt has not also 
segregated 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 avoid unnecessary block. 
ing of capital. The Committee also recommend that. the Corporatio~ 
should not rest satisfied with merely issuing instructions on the baSIS 
of Bureau of Public Enterprises circulars but also el~sure that the 
instructions are properly implemented. ' The Corporahon should reo 
view the stock items to 'identify non.moving, obsolete or su~plus 
.stores and take action for their disposal by transfer to otber projects 
or Public Undertakings. 
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11.17. The physical verification of the inventory of the Limestone 

Investigation Division lying at Delhi, Kurkunta, Mandhar and 
:Bokajan had not been conducted dter March, 1969. 

11.18. The value of raw materials as 011 31st March, 1973' was 
inclusive of an amount of as. 1.06 lakhs, being the value of the 
shortage of 10,623 tonnes of lime-stone boulders found at Mandhar 
Plant. The shortage was stated to be under investigation. 

11.19, In this connection, the Management stated (August, 1974) 
as follows:-

(a) A verification of all the raw materials in the factory and 
quarry was conducted by a Committee constituted by the 
Head Office in the first week of February, 1974. Accord-
ing to the result of physical verification conducted by the 
Committee, there was a 'Shortage of 39,201 tonnes of lime-
stone with reference to book-balances as on 5th/6th 
February, 1974. 

(b) Based on further physical verification conducted for 
annual accounts purposes, the net shortage in lime-stone 
boulders from inception to 31st March, 1974 was 38,726 
tonnes valued at R'S. 4.96 lakhs (Approximately). The 
shortage was attributed to: 

(i) Ovcr-bJJking of depJr m!ntal raising ~mechan'cal mining) of 
usable limestone 

(ij) Embedding 
'<iii) Bmbejding and loss of fine materials at various 

transfer points 

t2,4!1o ton' el 
14,490 tonnes 

11.20. The shortage as brought out by the Committee was sub-
mitted to the Boan\ of Directors on 10th July, 1974. The Board 
decided that a further report should be submitted and that the 
embedded lime-stone should be recoveren as far as possible. On 
the basi'S of the further report received from the Works Manager, 
Mandhar pointing out a shortage of 38,726 tonnes (!lfter taking into 
.account embedded stock of 4,099 tonnes assessed as recoverable) the 
matter w·as again put up to the Board of Dir.8ctors on 17th August, 
1974. While approving the writing off of tbe shortage of 38,726 
tonnes of lime-stone boulners valued at R'S. 4.96 lakhs, the Board 
decided that the Quarry Manager at Mandhar should be given a 
warning and asked to be more careful in future to avoid such losses. 

11.21. The Committee enquired as to when the shortage of 10,623 
tonnes of lime-stone boulders valued at Rs. 1.06 la-kha, was noticed 
and what were the reasons for not conducting physical verification 
annually. The Management stated that the exact shortage of lime-
atone was noticed only in February, 1974. It was, however, known 
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earlier that some quantity of limestone was getting embedded in 
the soft land at the ramp-area in the quarry of the factory. 

11.22. It was stated that perioc\ic assessment of stock was normal-
ly done at the end of each of the financial year. The exact stock 
verification of limestone w.as nof possible earlier to February, 1974 
because of the scattered uneven nature of the limestone stocks. 

11.23. The Committee enquired on what basis was it tlssessed 
that shortage to the extent of 12,480 tonnes of limestone at the quarry 
ramp was due to overbooking of departmental raising. It was stated 
that during the physical verification of limestone by the Committee 
constituted for the purpose, it was founr\ that out of the limestone 
bOUlders, raised departmentally, 12,480 M.T. of boulders was non-
workable. Accordingly the quantity of 12,480 M.T. of tonnes which 
was earlier booked against limestone raised was removed from the 
total quantity of limestone raised departmentally. 

11.24. It has been stated that as the material raised through con-
tractors was taken on actual weighment and there was good watch 
and ward, the possibility of under-delivery or pilferage by any out-
siders was ruled out. Thus, the shortage of 14,490 tonnes at the 
quarry ramp was attributed to embedding in the stacking area 
which was previdUsly a SQft par\dy land. ' 

11.25. As for embedding shortage of 11,756 tonnes, it was stated 
this quantity of 11,756 tonnes of limestone was found short inside 
the factory-compound at Mandhar on account of: 

(i) embedding of limestone in the soft/semihad land; anr\ 

(ii) losses due to multiple handling of crushed and uncrushed 
limestone at various points. 

11.26. When asked whether the soft nature of the stacking area 
at quarry :r:amp was not known to the Management, and why was 
no action taken to ensure that there was no abnormal loss on account 
of ember\ding, it was stated that the soft nature of quarry-ramp 
was known to the management. It would have been an expensive 
proposition, had the Corporation gone in for consolidation and con-
creting the stacking area to ensure that no loss takes place on 
account of embedding vis.-a-vis tolerating a marginal loss of lime-
stone on account of embedding in the soft land. 

11.27. The Committee regret to note that the physical verification 
of the inventory of the Limestone Investigation Division lying at 
DeIhl, Kurkunta, Mandhar and Bokajan had not. been ronducted after 
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March, 1969. The periodic assessment of limestone stock is stated to 
have been done at the end of each financial year but the exact stock 
verification of limestone was not considered possible earlier to Feb-
ruary, 1974 because of the scattered uneven nature of the limestone 
stocks. The Committee are not convinced of the reasons advanced 
by the Corporation and regret that the Corporation had neglected 
to conduct an exact physical verification of limestDne between Marcb. 
1969 and February, 1974. 

11.28. The Committee however note that as a result of physical 
verification done in 1,974, a net shortage of limestone boulders from 
inception to 31st March, 1974 of 38,726 tonnes valued at Rs. 4.96 lakhs 
(approximately) was discovered. The shortage was attributed to 
overbooking of departmental raisings (12,480 tonnes), embedding 
(14,490 tonnes) and embedding and loss of fine materials at various 
transfer points (11,756 tonnes). The Corporation has ruled out tmder-
delivery of limestone by contractors or pilferage by any outsider on 
the ground that the material raised through contractors was taken 
on actual weighment and there was good wat.eh and ward arrange-
ment. The Committee learn that after going into the matter. the 
Board approved the writing-off of the shortage of 38,726 tonnes of 
limestone boulders valued at as. 4.96 lakhs and decided to g1ve a 
warning to the Quarry Manager at Mandhar to be more careful in 
future. The Committee feel that if the stock verification of limestone 
had been done at regular intervals, the Corporation would have de-
tected the shortage right in the beginning and could have taken pre-
ventive measures to avoid loss on this account which swelled to 
Rs. 4.961akhs in 1974. They are not convinced by the reasoning given 
short by the Corporation against the possibility of short delivery or 
pilferage and they also do not agree that the embedding of Umestone 
was entirely unavoidable due to softness of the land etc. The Com-
mlttee would like that the reasons for the shortage should be lnvesti-
.ated with a view to fix responsibility and the Committee iafonped 
of the action taken. 
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COSTING SYSTEM AND COST OF PRODUCTION 

A. Costing System 

12.1. The Corporation follows a system of process costing under 
which cost at each process viz. raising and transportation of lime-
stone, crushing of lime-stone, preparation of slurry, manufacture of 
clinker anel cement and packing is determined separately. Upto 
1971-72, the Corporation was not preparing the proceEs cost of" 
crushing lime-stone and preparation of slurry; instead the cost of" 
these proceS'S was clubbed with the cost of clinker. With effect from 
1972-73, however, the Corporation was preparing the cost of each 
process separately. 

. ' 
\ 

12.2. The following deficiencies were noticed in the system: 
(i) The costing records, were not being maintained on the 

basis of integrated system of cost and financial accounts. 
The Ministry stated (June, 1974) that the proposal of the 
consultants for improving the costing and financial account 
ing recorils and costing procedure are awaited. Action 
will be taken on receipt of the proposals of the consul-
tants. 

(ii) The Company had not introduced a system of standard 
costing to exercise better budgetary and managerial 
control. 

(iii) The coal and gypsum were not physically weighed on 
their receipt in the factories for want of weigh bridge. 
The difference between the R/R weight ann physical 
balance computed on the basis of volumetric measure-
ment at the end of a period were taken as the consump-
tion during that period. As a result, the pilferages and 
losses in transit, if any, remained undetected and were-
treateel as consumption. 

(iv) All the tools purchased were treated as issued and writ-
ten off in financial accounts ove: a period of three years 
whether or not actually issued from stores. 

The Ministry stated (June, 1974) that the observation had 
been noted for reviewing the existing system and mak-
ing suitable changes with effect from 1974-75 . 

234 
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12.3. The Committee were informed that the present positionl. 
regarnmg rectification of various deficiencies and introduction of 
improvements in the system of costing is as follows: 

(i) The draft recommendations of the consultants regarding 
'System of cost and financial accounts was recently 
received. These were examined and discussed, based on 
which the final recommendation for implementation is 
expecteo. shortly. 

(ii) Stand8rd cost per unit of final out-put including quanti-
tative consumption standard of limestone gypsum: 
power, coal and explosives etc. has been laid down. 
Action is being taken to lay down more standards in 
physical terms for consumption of stores ann spares per 
tonne of limestone raising and clinker and cement pro-
duction per unit to en,able better budgetary and mana-
gerial control. 

(iii) Coal and Gypsum being transported in open wagons •. 
involving transhipment in the caSe of gypsum, certain 
1095 during transit and handling is bound to take place. 
The railways ann the suppliers do not accept responsi-
bility for transit losses. When the same are .abnormally 
high the suppliers are cautioned. Test check is made by 
volumetric measurement in the absence of weigh bridge, 
the in'Stallation of which is not considered' eco,omical. 
It may be mentioned here that the actual consumption 
of coal and gypsum per tonne of cement at Mandhar 
Unit inclusive of tr.ansit and handling losses in case of 
coal and gypsum, ann inclusive of the higher consumption 
of gypsum, due to changes in the mineralogical character-
istics in the clinker at Mandhar which necessitates higher 
consumption of gypsum, compares favourably with the· 
percentage of consumption given in the detailed project 
report. 

(iv) The tools are purchased to the minimum requirements 
and hence the value of items purchased at one time is not 
much. Certain small tools like cutting tools have very 
little life. The write off of tools on the basis of tools 
actually in use would entail the maintenance of stores 
price account for each and every item of small tools pur-
chased, ann the benefit is not commensurate with the 
cost. However, itemwise memoranda quantity records of 
small tools as to receipts, issue and stock on hand ara 
maintained." 



236 
B. Cost of Production 

12.4. The table below incorporates the overall cost of production 
(excluding interest on loans) from the clinker stage onwards in 
respect of both the plants for the period entling 31st March, 1974:-

Mancthar Plant Kurkunta 

J970-71 1971-72 1972-73 
(1-7-70 to 

1973-74 1972-73 1973-74 
31-3-1971) 

Rs. 

(T) Raw Material 

(a) Clinker 60' 93 

(b) Gypsum 4' 71 

(2) Other pl'oce~sing 
expenses in the 
Cement Mill 41' 81 

(3) Cost of naked 
cement ex-works 107' 45 

(4) Packin g cost 
(in c1udin g cost 
of containers) 34' 26 

.(5) Selling & 
distribution 
expenses 

lOla! Cost 

Rs. 

J4'77 

14' II 

Rs. Rs. 

(1-10-72 to 
31-3-73) 

Rs. 

66'85 77'58 102'93 

5'28 5'84 5'44 

37'13 38'65 39'39 

4'66 

171'53 

Rs. 

93'30 

S'69 

5'54 

IJ4' 53 

4'20 

153'57 

NOTB.-The elenwlt of proc:eaing expensee in the Cement Mill WIll the highest in 
1970-71 at Mandhar, as the entire depreciation was allocated at the cement manufllCtUrirl 
lItlle. In 1971-72 and J972-73 the Incidena: of depreciation WIll allocated at each proCell 

12.5. The DPR Cost of Production at Mandhar and Ku~kunta is 
.Rs. 79.65 while the revised cost per tonne put up to Board was Rs. 
108.05 at Mandhar" and Rs. 109.00 per tonne at Kurkunta. 

12.6. An analysis of the cost of production compiled by the Cor-
poration and certiften by the Cost Auditors indicated the following 
features:-

(a) The total cost per tonne increased from Rs. 124.66 in 
1971-72 to Rs. 126.36 in 1972-73 in respect of Mandhar 
Plant. It was noticed that the Cost Auditors Jlad not 
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adopted the value of closing balances of clinker and 
cement o~ 1971-72 as the opening balances of 1972-73. In 
case correct opening balances were adopted, the cost of 
production would work out to Rs. 128.62 per tonne in 
1972-73 as against Rs. 126.36 certified by the Cost Auditors. 

(b) The increase in cost in 1972-73 was mainly on account of 
increased cost of clinker as compared with the data for 
1971-72. The higher cost of clinker in 1972-73 was attri-
butable to lower production. 

(c) The cost of production at Kurkunta unit was Rs. 171.53 
per tonne. This was much higher than the cost of pro-
duction at Mandhar Plant. 

12.7. In computing the cost of production for Kurkunta Plant, 
the closing balance of clinker manufactured prior to the date of 
commencement of commercial production viz. 1-10-1972, was valued 
by the Management at the rate (R'S. 69.58 per tonne) adopted for 
Mandhar Plant instead of the cost of production which was much 
higher. Had the stock of clinker been valued on the basis of actual 
cost of procluction (Rs. 120.02 per tonne) obuu.ned in the post com-
missioning period, the cost of production at Kurkunta would have 
been much higher than Rs. 171.53. 

12.8. The comparatively higher cost of production of Kurkunta 
was mainly due to lower volume of production, resulting in higher 
incidence of depreciation, overheads, etc. per tonne. 

12.9. The cost of production for 1973-74 at Mandhar Plant was 
higher than the stano.ard cost fixed and noted by the Board during 
that year. The higher cost was due to both lower volume of pro-
duction and higher usage of lime-stone, coal and power as compared 
to the standards. The total extra cost of production in 1973-74 was 
Rs. 22.!50 lakhs of which Rs. 13.47 lakhs W8'S on account of volume 
variance i.e. due to volume of cement production during the year 
being 1.53 lakhs tonnes as against assumed standard production of 
1.80 lakhs tonnes. The balance amount viz. Rs. 9.03 lakha represents 
usage variance for limestone, coal and power and also price variance 
as regards limestone. 

C. Consumption of Raw Materials vis-a-vis Norms 

12.10. A comparative study of the consumption of raw materials 
per tonne of cement produced as compared with the norms laid 
754 LS-17. 
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down in the Detailed Project Report/Revised Estimates incticated 
the following trends:-

Raw material 

I. Lim::-s~one 
(in tonnes) 

2. Gypsum 
(in tonnes) 

3, Coal 
(in tollneli) 

4. Power (in 
(KWH) 

Norm per tonre Actual coll~umptioll pt r tonne of ceDlert 
of cement 

Mandhar Kurkunta 

As per ~ per 1970-71 1971-72 1972.-73 1973-74 1972-73 1973-74 
DPR reviled 

estimates 

I' 6 I' 6 1,68 I' 61 1'57 1'54 1'5 1 J·49 

0'05 O'OS O'OS 0,06 0,06 0'06 0'055 o'oS8 

0'2.8 0'2.9 0'30 0'26 0'29 0'31 0' 35 0·3S 

I2.S 120 Not 131 
worked 

127 u8'06 154'S6 IS2.S 

out 

NOTB,-Unlike Kurkunta, acrual consumption of power at Mandhar docs not take into 
account line l088es, In case line losses are tektn into acxxnmt the cxmsumptioo \\culd "ork 
out to 135 KWH in 1971-72 and 131 KWH in 1972-73· 

It will be 'Seen from the above that the consumption was higher 
than the revised estimates in the following cases:-
Lime-stone In 1970-71 and 1971-72. at Mardhar. 

Gypsum In 19)1-72., 197v73 & 1973-74 at Mardhar ard 
1972-73 & 1973-74 at Kurkunta. 

Coal 
Power 

In 1970-71 & 1973-74 at Mandhar ar.d in 1972-73 
and 1973-74 at Kurkunta. 

In all the years at Mandhar and Kurkunta. 

12.11. In 1972-73, the actual consumption of lime-stone and 
gypsum collectively was 1.63 tonnes and 1.565 tonnes respectively 
at Mandhar and Kurkunta as against the norm of 1.65 tonnes. It 
is not clear as to how the overall less use of lime-stone and gypsum 
could yieln 1 tonne of cement, especially in the case of Mandhar 
where dust losses are stated. to be abnormal. 

12.12. In this connection, the Ministry stated (June, 1974) as 
follows:-

(i) Higher consumption of coal ,and power at Kurkunta unit 
was on account of defects and deficiencies in the perfor-
mance of the Plant, 

(ti) The higher consumption of lime-stone at Mandhar during 
1970-71 and 1971-72 was nue to abnormal dust losses and 
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that of gypsum in 1971-72 and 1972-73 on account of high 
percentage of tricalcium aluminate in the cement pro-
duced. In order to control setting time of the cement 
containing high percentage of tri":calcium aluminate, it 
is necessary to add higher percentage of gypsum. 

12.13 The Management stated that the higher consumption of 
gypsum at Mandhar as compared to Detailed Project Report in 
1973-74 was due to changes in the minerological characteristics in 
the clinker, which necessitated higher consumption of gypsum and 
it was difficult to reduce the consumption of gypsum at Mandhar. 

12.14 The higher consumption of coal was due to inferior quality 
of coal supplied by the collieries linked by the Linkage Committee 
to CCl's cement plants as compared to the better quality of coal 
envisaged in the DPR. 

12.15 The higher consumption of coal and power at Kurkunta 
was rlue to the continuous teething troubles, defects and deficiencies 
in the working of the Plant. 

12.16 On being asked about the reasons for high consumption of 
power at Mandhar and steps taken to reduce it to norm, it wu 
stated that: 

Due to the high hardness of the limestone and due to the 
higher percentage of tri-calcium silicate contained in the 
clinker it was difficult to reduce the consumption of 
power." 

12.17 The Committee note that the Corporation has been folIow-
inc w.e.f. 1972-73 a system of process costing under which eost at eaeh 
process, viz. raising. transportation of limestone, crushinr, prepara-
tion of slurry, manufadure of clinker and eement and paekin" is 
determined separately. However costing reeords are not being main-
tained on the basis of integrated system of cost and flnaneial aeeounts. 
It has been stated that the draft recommendations of the consultants 
regarding the system of cost and flnancial accounts were received re-
centlf and a flnal decision rerarding their implementation is to be 
taken. Tbe Committee reeommend tbat the system be Introduced 
soon in tbe interest of testing t.he accuracy of COtit flgures with refer-
once to financia1 accounts. fte CommJttee recommend that the 
system should be flnalised and implemented without delay. 

12.18 The Committee are allO informed that the Corporation bas 
laid down standard cost per unit ~f final output including quantita. 
tive consumption standard of limestone, gypsum, power, eoal and 
explosives but standards in phyllical tennl for eonlumption of stores 
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and spares per tonne of limestone raising and clinker and cement 
production per unit are yet to be finalised. The Committee expect 
Utat these standards will also be finalised soon so that the standard 
costs both in regard to quantlity and value may be available for pur-
poses of budgetary and material control. 

12.19. The Committee learn that coal and gypsum are not physical. 
ly weighed on their receipt in the factories for want of weigh bridge. 
the installation of which is not considered economical by the Corpora. 
tion. The difference between the R/R weight and phy.sical balance 
computed on the basis of volumetric measurement is treated as con-
sumption. The Committee are informed that coal and gypsum are 
transported in open wagons and that the railways and the 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 and handling losses com-
pared favourably with the percentage of consumption given in the 
DPR. The Committee have dealt with this aspect in a separate sec· 
tion. They would like the Corporation to examine the present sys-
tem of their transportation in consultation with the Railways and 
devise measures to obviate the likelihood of pilferages and losses in 
transit. They feel that 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 piiferage.s and losses in 
transit cannot be known exactly in the absence of a weigh-bridge. 
The Committee would like the Corporation to consider the economics 
of installation of a weigh-bridge and other alternative methods of 
exact measurement vis-a·vis the benefits iliat may accrue to the Cor. 
poration 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. 

12.20. 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 IYPsum was 
higher both at Mandhar and Kurkunta in 1972·73 and 1973-74. the 
consumption of coal was higher at Mandhar in 1970-71 and 1973·74 
and at Kurkunta in 1972-73 and 1.973-74 and the consumption of 
power was higher in all the years of operation both at Mandhar 
and Kurkunta. The higher consumption of limestone was 
attributed to abnormal dust losses; that of gypsum to high 
percentage of tri-calcium aluminate in the cement prod~~; 
that of coal due to inferior quality of coal supplied by the colhenes 
linked by the Linkage Committee to the Corporation's cement plants 
and du~ to teething troubles at Kurkunta plantj and the higher 
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consumption of power was due to higher hardness of the limes'olle 
at Kurkunta and higher percentage of tri-calcium silicate in the 
clinker at Mandbar. The Committee feel that it should be possible 
for the Corporldion to control the higber consumption of coal and 
power at Kurkunta by removing the defects and deficiencies in the 
working of the plant without loss of time. 

12.21 As regards tbe supply of good quality coal, the Committee 
have recommended in paragraph n.31 that the matter may be taken 
up by the Ministry with the authorities concerned at the highest 
level and pursued vigourously till the supply of good quality coltl Is 
assumed. 

12.22 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 together has been less both at Man-
dhar and Kurkunta. The Committee are not sure whether in view 
of the high percenta&e of dust losses in Mandhar the overall less 
use of limestone and gypsum could produce 1 tonne of cement with· 
out detrement to equality. The Committee would like Government; 
Corporation to eftmine this aspect. 

12.23 The Committee are not liure whether in view of the hard-
ness of the limestone and the high percentage of tri-caUum alumi-
nate in the cement discovered at Mandhar, the norms of consump-
tion of limestone and gypsum laid down in the DPR would be the 
correct basis of comparison. They recommend that realistic norms 
for cODsumption of the materials, e.g. limestoDe. gypsum, coal, and 
power may be worked out keeping in view the characteristics of 
limestone so that a true assessment of cost and consumption of 
materials may be possible. 

D. Pricing Policy 

12.24 The Tariff Commission was asked in April, !t}72 to under-
take review of the cement industry. In March, 1973 the Commis-
Ilion made an interim report which was restricted to an assessment 
of the incrt'ase in costs to be provided for as immediate relief to the 
industry. It recommended a uniform increase of Hs. 10 per tonne 
for all units. This was implemented with effect from the 1Mh Sep-
tember, 1973. The final report of the Commission was submitted in 
April. 1974. 

12.25 The CommiS.iion examined the cost of production of 23 re-
preseni.ative units, which were selected having regard to the various 
laeters which influence cost, such as location of the factory, capa-
city, process of manufacture, age of the plant, -etc. Representation 
was ,11;0 gIven in the sample to public sector units. 
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12.26 On the basis of these cost studies and 85 per cent utilisation 
of capacity the Commission suggested a fair uniform ex-works re-
tention pnce for the existing units. The revised price was, accor-
dingly. made effective from the 2nd August, 1974 and a further elica-
lation granted with effect from the 15th September, 1974. The ele-
ments af the retention price, as at the time of costing and as r~ccm
mended by the Tariff Commission. and of the price in force since 
the 15th September, 1974 are as follows: 

I. Gypsum 

2. Other materials 

3. Transport of limestone 

4. (a) Wqea and salaries 
(b) Gratuity , 
(c) Minimum bonus 

5. (a) Basic price 
(1) of coal 
(ii) Freliht and other charges 

(b) Electricity 

6. Q,nsumable stores 

7, Repair Btarea 

8. Depreciation 

9. Royalty 

10, <a) Factory over-heads 

(b) Administrative overheads 

I I • Research (Central) 

12. Contlnaencies 
Ex-won. COlt, 

Retum 

AlloWance on rehbi1itation 

Ex-worb retention price , 

(In rupees per tonne) 

At the 
time of 
costing 

3'42 

1'93 

6'30 

14'94 
0'30 
0'79 

21'17 

12'41 

97'24 

Recommen- A s in the 
ded by price in 
Tariff force since 

Commission 15-9-1974 

3'75 3'75 

2'00 2'00 

6'40 6'40 

23'20 23'90-
0'60 0'60 
I' 65 0'65--

lI'90 14'40·" 
14'70 17'65**--
12'00 14'oo,C 

6' So 6' So 

8'50 8'50 

9' 10 9' 10 

1'70 1'70 

7'20 7'20 

4'30 4'30 

0'50 0'50 

3'00 3'00 

II7'00 124' IS 

IS'OO IS'OO 

4'00 .. £l. 
136'00 139'15 

·Increue ofRe, o· 70 w.e.f. 2-8-74 on accountofinc:reae in D. A, 
uRc. 1 deducted becauae Govt. baa not accepted minimum bonus II an element or cost' 

••• Inc:reate ofR,. 2' SO w. e.f. 2-8-74 on account ofiDcrelle Ia price of coa1 • 
.... llICI'CIIeofRs. 2' 9S w.e.r. IS-9-14 on accountofiDcreaein rreitht on coa1. 

Increaae or RI. 2' 00 w.e.f. 15-9-14 on account of increue in power nteI. 
Govetnment did not ICCIIept the propoeal, 
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12.27 The price will be valid for the period ti1l1978-79 and wm 

be subject to escalation on 1st July each year in accordance with 
laid down formulas following increases iD-

(i) wages and dearness allowance, 

(ii) J,lrice of coal, 

(iii) power tariff, and 

(iv., freight on coal. '. 

12.28 When asked whether any change in the pricing policy was 
C'nvisa~ed in near future, the Ministry stated that:-

"rhe retention prices now fixed are quite reasonable for the 
existing units and the Government envisage no change in 
them. However, the question of fixing retention prices for 
the units expected to go into production shortly or later 
during the Fifth Plan period is under consideration, keep-
ing in view the higher investments involved in such units." 

12.29 The Committee note tbat on the basis of the cost studies 
made by the Taritl Commission and 85 per eent utili.ation eapacity, 
tbe Government have been fixin, fair uniform ex-works retention 
priees for cemen't from time to time. The last revi.ion in the 
retention prices was announced in September, 1974 wben it was 
fixed at &S. 139.15 per tonne. This price will be valid for the period 
till 1978.79 and will be subject to escalation on lst July each year 
in accordance witb laid down formulae foUowin, increases in (i) 
wages and dearness allowance, (ii) price of coal, (iii) power taritl 
and (Iv) frei,bt on coal. As retention plieea now fixed are consi-
dered quite reasonable for the existine eement units, Government 
envisa,e no change in them. The Committee feel that as the 
retention prices have been fixed after a proper study by Taritl Com-
mission and are subject to sealation on lst July each year in accord-
anee with the laid-down formulae, the Corporation ha. DO ground 
to attribute it. 10IIIeS to lower retention prices .. it haa souPt to 
do in the Chapter on profttabiUty. They would like the Corporation 
to bear in mind that the only way to run its facfDrles on profit is 
to brin, down the cost of production and operate the plants at 
the maximum capadty. It would do well to identify COII8tralnta 
in the way of maximisin, produdion and lowering eOlts and make 
eoncerted etlorts to remove thern. 

1~.30 The Committee enquired as to how the actual cost I)f pro-· 
ductiou (e:.ccluding interest on loans) at Mandhar and Kurkunta 
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compared with that assumed by the Tariff Commission. In a writ-
ten repJy the Ministry stated as follows:-

"In the Mandhar factory, the clinker and cement production 
during the years 1971-72, 1972-73 and 1973-74 was as un-
der: 

1971-72 1972-73 1973-74 

Production % Capa- Production % Capa- Production % Capa-
city ci!l) city 
till u i- utilisa-u -

M.T. sation M.T. IIltion M.T. tion. 

Clinker 1,76>466 88'23 [1,'3,393 76'69 IM,140 72'07 
Cement 1,64,u8 82'05 tl,80,230 9O'u 1,53.390 76'69 

J. 

a. 

3· 

The actual per tonne cost of production at 85% capacity utilisation and the cost of 
production as allumed by the Tariff Commiuion (Without takina into account the 
incidence of interest) is given below :-

1971-72 1972-73 1973-74 
Actual average capacity 
utilisation at Mandhar 

85% 83% 74'4% 
(average of that for clinker 
and cement) 
Actual cost of 

production RS.94·43 Rs. 98· 34 Rs. JJ6.8I 

~tofproductionat 
8,% capacity 
utiUutlon RI. 94' 4~ Re. 96' SO RI.1l0·8S 
(Selling expenaea are included in the a ve ftaures). 

The per tonne cost of production computed by the Tariff Com-
mission as a result of the study of 23 units was Rs. 97.24 (exclud-
ing selling expenses). The per tonne cost of production projected 
for the price period was Rs. 117 (Again excluding selling expenses). 
This projection was accepted after deducting Re. 1. which had been 
included on account Of minimum bonus and an additional sum of 
Rs. 3 per tonne was provided by way of selling ex.penses. Since the 
submission of the Report, Government has accepted further escala-
tion in retention price. totalling to Rs. 8.15 as a result of increase in 
elements of cost. 

When the figures relating to coat of production at Mandhar are 
comparE\:i to the computations made by the Tariff Commission we 
6nd:-

(a) The actual cost of production at Mandhar in 1971-72 was 
less than the average cost of production computed by the 
Tariff Commission for the 23 costed units. 
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(b) Even the cost of production in 1972-73, after giving allow-
ance for the '.ielling and distribution expenses, was less 
than the average cost computed by the Tariff Commission. 

(c) The per tonne cost of production in 1973-74 was less 
than the cost projected for the price period, though the 
capacity utilisation was only 74.4 per cent. Had the capa-
city utilisation in that year been 85 per cent the per tODlle 
cost of production would have been considerably lower. 

As regards Kurkunta, the factory not yet having stabilised due 
to various constraints (both internal and external), the 
comparison of cost of production with that assumed by the 

Tariff Commission, will not be meaningful. 
However, during quarter ended December, 1974 when the 

average capacity utilisation at Kurkunta was 76 per cent, 
the actual cost of prodUction excluding the interest char-
ges was Rs. 134.05 per tonne. Based on this cost, the 
cost at 85 per cent capacity utilisation would be about 
Rs, 128.37 against the cost of Rs. 12,7.15 taken into con-
sideration by Government in allowing the retention price 
of Rs. 142.15 (including selling expenses). The cost of 
production at 85 per cent capacity utilisation is more than 
that taken into consideration by Government because of 
higher capital outlay." 

12.31 On being asked about the reasons for high cost of pl'oduc-
tion and the steps taken by Government to reduce or contain !he cost 
of production at Mandhar and Kurkunta Plants, the Ministry has 
stated as follows: 

"The cost of production at Mandhar at 85 per cent capacity 
utilisation compares favourably with that assumed by the 
Tariff Commission. The cost of production could be fur-
ther improved if the capacity utilisation is maintained 
about 85 per cent. This, however, has not been possible 
due to various constraints such as:-

(i) Non-availability of sultable quality of coal. This matter 
has been taken up with the Linkage Committee set up 
by the Government. 

(if) Non-availability of wagons for despatch-This is being 
taken up by the Corporation and the Ministry with the 
Railway Board from time to time. However, in order 
of priority, cement comes only after foodgrains and .. 
such this problem is likely to be present every now and 
then. 
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(iii) Power cuts imposed by State Governments from time to 
time. In the last more than It years, there has been 
power cut varying from 10 per cent to SD per cent in the 
Ka.rnataka State and this cut is applicable to all indus-
tries in that State. 

In addition to the lower capacity utilisation the other factors 
pushing up the cost of production, which are beyond the control of 
the Corporation, are:-

(i) Increase in cost of various inputs, from time to time. 

(ii) Increase in the wages of labour due to rise in the mini-
mum wages and the increase in D. A. from time to time. 

Management has also been impressed upon to improve the 
production performance of the units." 

It was further stated that-

"On the basis of optimum utilisation of the capacity at both 
the plants, the Mandhar plant would show a comparatively 
lower cost of production on account of lower capital llut-
lay. 

12.32 When asked about the steps taken to reduce the overhead 
charges, the Management stated as follows:-

"That incidence of Salaries & Wages (including wages of 
quarry) and other overheads come to Rs. 33.93 per tonnes in 
case of Mandhar factory and Rs. 31.15 per tonne in case of 
Kurkunta factory at 90 per cent capacity utilisation against 
Rs. 39.95 assumed by the Tariff Commission as on 
31.3.1974. The incidence of Salaries &- Wages and other 
overheads, therefore is not at all high as compared to the 
average weihgted figure for the Industry given in the 
Tariff Commission report. Our cost of limestone is high. 
Necessary steps are being taken to reduce the cost of 
limestone which in turn will reduce the cost of production 
of cement. I, 

12.33 During evidence, the Committee asked whether the Cor-
poration's cost of production compared favourably with other costs in 
the private sector and that in the industry as a whole the Chairman 
and Managing Director of the Corporation stated as under:-

"It is too difficult to answer this question because most of the 
private concerns keep the actual cost of production very 
confidential. Whenever they have to submit information 
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to a Government agency for obtaining an increase in a 
certain price, they give certain figures." 

12.34. When further asked whether the Corporation's cost of pro-
duction per tonne of cement was not high as compared to the cost af 
production as assumed by the Tariff Commission, the witness stated 
in reply as under:-

"I admit it is so, because the production is low. Production to 
the extent of 50 per cent of the rated capacity is there at 
Kurkunta but the moment we increase it to 75 per cent 
to 80 per cent, the cost of production will come down, be-
cause the overheads etc. will get distributed on greater 
production. " 

12.35. As regards the improvements likely to be made in reduc-
ing the cost of production during the Fifth Five Year Plan, the Ma-
nagement stated that-

"Under normal circumstances, the utilisation of capacity dur-
ing the Fifth Plan period is estimated at 90 per cent of 
rated capacity i.e. 1,80,000 tonnes per annum for each 
factory. The estimated costs of production both for Man-
dhar and Kurkunta factories with 90 per cent capacity 
utilisation and at prices and wages prevailing in Decem-
ber, 1974 are given in Appendix V. 

It will be seen therefrom that with 90 per cent capacity utili-
sation the cost of production (without interest charg<!s) 
comes to Rs. 127.62 and 128.65 per tonne at Mandhar & 
Kurkunta factories respectively with reference to price of 
inputs and wages prevailing in December, 74 against com-
parative cost per tonne of Rs. 127.15 assumed by Tariff 
Commission including escalation allowed by the Govern-
ment upto 15.9.74." 

12.36. The Committee note that the cost of production per tonne 
(exeludiq interest on loan) at Mandhar' factory was Ra. 124.66, 
Ra. 126.36 ad Ra. 1«.06 durin, 1971-72, 1972-73 and 1973-7(. They 
were informed that the actual cost of production at Mandhar in 
1971-72 was leu than 'the average eost of production computed by 
TariJf Commission for the 23n. coated. units. Even the cost of pro-
duction in 1972-73 after givin, allowance for the seUloe anel 
diatributioG ex)lellSeS, was less than the averBle cost eomputed by 
Tarift Commission. The per tonne cost of production in 1973-14 
was leN th8D the cost Pl'ojeeied for that period thoqh the capadty 
utiUsatien "' .. ODIy 74.' pel' ceDt. They learn that the cost of 
produetlOJl eoulel he further improved II the capacity utiJlaatlon .. 
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maintained at 85 per cent which has not been possible due to non-
availability of suitable quality of coal and wagons and power cuts. 
Besides, increases in the costs of inputs and wages of labour are 
beyond the control of the Corporation. The questions relating to 
quality of coal and supply of wagons are reported to have heen 
taken up by the Ministry with the concerned authorities. The Com-
mittee are distressed to note that the cement factories at Mandhar 
and Kurkunta are not able to get good quality of coal and adequate 
number of wagons. They would urge the Ministry "to pursue the 
matter more vigorously with the concerned authorities at the 
highest levtl and not to relent till regular supply of good quality 
coal and adequate number of wagons is assured on a firm basis. 
They would also like the Ministry to take up the question of power 
supply to Kwkunta factory with the authorities concerned in Kar-
natlaka State and make efforts to get adequate and uninferrupted 
power supply for the factory. 

12.37. The Committee were also informed that the cost of pro-
duction for 1973-74 at Mandhar Plant was higher than the standard 
cost fixed by the Board during that year due to lower volume of 
production and higher usage of limestone, coal and, power as com-
pared to the standards. Having achieved 90 per cent u,i1isation of 
capacity in 1972-73, they are distressed to note that the production 
feU in 1973-74 and resulted in higher cost of production. They have 
dealt with the fall in production and the higher usage of limestone, 
coal and power elsewhere in this report. 

12.38. The Committee note that the cost of production at Kur-
kunta unit was much higher (Rs. 171.53 in 1972-73 and Ks. 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 stabilised due to various constraints 
and the comparison of cost of production with that assumed by the 
Tariff Commission would not be meaningful. During the quar-
ter ended December, 1974, when the average capacity utilisation 
a't Kurkunta was 76 per cent (as compared to 43 per cent in 1972-73 
and 55.5 per cent in 1973-74) the actual cost of production excluding 
the interest charges was Rs. 134.05 per tonne as against the cost 
of Rs. 127.15 taken into consideration by Government in allowing 
tlae retention price of Rs. 142.15 (including selling expenses). The 
Committee are unhappy to learn that even at 85 per cent capacity 
utilisation in Kurkunta, the cost of production is expected to be more 
than that taken into consideration by the Government because of 
higher capital ouf_y. They would like the Government/Col'p(H 
ration to study the working of the Kurkunta factory in depth and 
take concerted measures to bring about reduetion in the ,cost. 
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12.39. 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 of limestone. The Committee have already expressed their 
views on making the quarry operations more efficient and econo-
mical. They hope that all possible measures will be taken to maxi· 
mise departmental production and lower the cost of production of 
limestone. 

12.40. The Committee are informed that under normal circum-
stances 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 pre-
vailing in December, 1974, the cost of production (without interest 
charges) would come 'to Rs. 127.8% and as. 128.65 per tonne at 
Mandhar and Kurkunta respectively as compared to the cost of 
Rs. 127.15 assumed by Tariff Commission including escalation allow-
ed by Government upto 15-9-1974. They hope that the Corporation 
would spare no efforts to realise its expectation of 90 per cent uti-
lisation of rated capacity in each of these two factories during the 
5th Plan period and will keep its cost of production below the 
level determined by the Government from time to time. 

E. Containers 
12.41. For packing the cement. new as well as old gunny bags are 

used. The permissible percentage for the use of old gunny bags 
during a calendar year is fixed by the Cement Controller and that 
percentage is taken into account in fixing the packing cost which 
forms part of the price recoverable by the cement manufacturers. 
The percentage so fixed was 27! up to 30th June. 1973 and 331 per 
cent thereafter. 

12.42. A review of the utilisation of old and new gunny bags for 
the ca)flJndar years 1970 to 1973 indicated the following position: 
-_._--------

1970 . 

1971 • 

197! . 

1'171 . 

Year Shortage(-)/Excess( -t 4i:'n 
the use of old IIlnny 
With reference to t e 
permiasible limit. 

Mandhar 

(-)1,93,909 

(-) 930401 

Kurkunta 

(I )1,13.137 (-)38·38a 

(-):1,666 ( +) M93 
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12.43. It will be seen from above that there was less utilisation of 

old bags in 1970, 1971 and 1973 in respect of Mancihar Plant and in 
1972 in respect of Kurkunta Plant, which was made good by use of 
correspnding number of new bags. There was, however, excess uti-
lisation of old bags in 1972 in respect of Mandhar Plant and in 1973 
in respect of Kurkunta Plant, thereby resulting in the corresponding 
less utilisation of new gunny bags. 

12.44. After taking into account the rate differential between 
the price of new and old bags, the excessive utilisation of new bags 
resulted in an extra expenditure of Rs. 2,48.530 and less utilisation 
of new bags resulted in saving of Rs. 92,449. 

12.45. The Corporation did not obtain the permission of the Cement 
Controller for the use of old gunny bags in excess of the permissible 
limit. 

12.46. The Ministry stated (June, 1974) as follows: 

" ...... Since the Corporation was entering into the market 
for the first time, it was a prudent thing to utilise more 
of new gunny bags during the first year of marketing of 
the product of the respective factories in the respective 
areas so as to create an image for the Corporation's pro-
duct. As a result there was more use of new gunny bags 
in the year 1970 and 1971 in the case of Mandhar factory 
and in 1972 in the case of Kurkunta factory. 

The excess consumption of second hand gunny bags at Man-
dhar and Kurkunta during 1972 and 1973 respectively 
was mainly because of the non-availability, delay in tran-
sit, etc. of new gunny bags ........ " 

12.47. The Committee were informed that the use of old gunny 
bags in eXcess of the permissible limits in 1972-73 had been brought 
to the notice of the Cement Controller with a request for regular i-
sation. 

12.48. On being asked about the machinery available with the 
Cement Controller in enforcing the permissible percentage for the 
UBe of old gunny bags andlor other such matters on the cement 
manufacturers, the Ministry stated as under: 

"The staff of the Cement Controller during their visit to the 
factories collect information regarding the use of old and 
new gunny bags by factories on year to year basis, and ex-
tract of the report on this matter is being furnished to this 
Ministry from time to time by the Office of the Cement 
Controller. 
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At present there is no provision in the Cement Control Order 
prescribing specifically the limit upto which old gunny 
bags may be used. The Law Minister has also advised that 
the present provision of the Cement Control Order do not 
provide the possibility of collecting the excess amount re-
ceived by the producers by the use of excess second hand 
bags. The question of amending the provisions of the 
Cement Control order to provide for penal action against 
the erring producers is under cnsideration. 

The proportion of old anei new gunny bags used in 1973-74 in 
respect of Mandhar and Kurkunta Plants was as follows:-

Mandhar 

New 

Kurkunta For the Company 
IIR II whole 

Old New Old New Old 

12.49. The consumption of old gunny bags for the Corporation as 
a whole during 1973-74 was 31.85 per cent as against the average 
permissible limilt of 32 per cent. 

12.50 The Management informed the Committee in a written re-
ply that the excess consumption of old gunny bags at the plants had 
to be resorted to due to unsatisfactory supply position of new gunny 
bags from time to time. However, the excess consumption of. old 
gunny bags for the Corporation as a whole in 1972 and 1973 was in-
significant considering the total number of bags used in both the fac-
tories during these two years. 

12.51. The Committee note that as against the permissible limit 
of 27 1/2 per ~ent upto June, 1973 and 33 112 afterwards for the 
use of old gunny bap, the Mandhar plant, used 1ess number of old 
gunny bags in 1970-71, 1973-74 (upto Mar~h) and the Kurkunta 
plant used less number of su~h hap in 1972 aDd more in 1973-74. 
Lesser use or old fUnny bags whi~h required ex~elsive use of new 
runny bqs resulted in an extra expenditure of &s. 2,48,530 tilJ 
1973 and the excessive usage of old hap brought about a saving of 
Rs. ft.«9. The Committee are informed that the Corporation used 
ex~essive number of new gunny bags during the initial period of 
the ~ommi!;8ioning of its plan'ts (1970 and 1971 In the ~ase of Man-
dhar and 1912 in the ~ase of Kurkunta) to ~reate an image for its 
prodaet. While the Committee appreciate the anxiety 01 the Co-
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poratlon to create a good image when it entered the market for 
the first time, they cannot understand why the e'Xcessive use of 
new gunny bags was continued in 1973-74 in the case of Mandhar, 
They regret to note that by resorting to excessive 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 
Contr~l1er in this regard, The Committee would like the Corpo-
ratioo to ensure that the use of new gunny bags does not exceed 
the permissible limits at Kurkunta or Mandhar hereafter. 

12.52, The Committee were also informed that the excessive use 
of old gunny bags had to be resorted to due to unsatisfactory supply 
position of new gunny bags, They would like the Corporation 'to 
plan the purchase of new gunny bags in such a way that each ,lant 
always has enough stock of new gunny bags and temporary dis-
location in the supply of new bags does not create any difficulty in 
the packing of cement. 
F, Cost of production, Vis-a-vis average sales realisation/retention 

price 

12.53. In addition to the retention price fixed by the Government. 
the producer is also entitled to packing cost in the case of packed 
cement on the rates fixed by Government. During the years 1970-71 
to 1972-73 the retentiorl"price fixed by the Government was Rs. 100 
per tonne, 

1254. The followihg table indicates the comprative position of 
thp. average salts realisation (excluding excise duty and sales tax) 
vis-a-vis the cost of production (excluding the interest on loans) of 
Mandhar Plant in 1971-72 and 1!n2-73 where 82 per cent to 90 per 
cent of the capacity had been achieved:--

Actual cost per tunne Mandhar 

1971-72. 1972.-73 1'73-74 

(a) Cost of naked cement ex-works 84' II 84'87 101'83 

(b) Packing cost (including COIIt of containers) 37' 62 37'13 38'6S 

(c) Selling & distribution expenses 2.'93 4'36 3'S8 

TOTAL U4'66 126'36 144'06 

Average .. Ies realisation per tonne 136'81 139'91 141' 74 

12.55, As the retention price in inclusive of return on capital, it 
will be appropriate to add interest on loans to the actual cost of 
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production for making a realistic aomparison. On this basic, the 
comparativ('positioo would be as follows:-

1971-72 
1972-73 
1973-74 

-Cost of production Averqe 8_ real i. 
including interest ution per tonne • 

on loans per tonnes 

Rs. 

13S' 12 
-136' S8 (138' 84) 
IS4'42 

RI. 

136'81 
139'91 
141. 74 

'" As mentioned in para 12.6 (a), the cost of production for 1972-73 
should be Rs. 128.62 per tonne. On this basis, the cost of production 
for 1972-73 (including interest on loans) would work out.to Rs. 138.84 
per tonne Even after taking into acc/)unt the increased cost of pro-
duction, thE' average realisation covered the entire cost of produc-
tion (including interest on loans) in both the yearR, i.e .. 1971-72 and 
1972-73. 

12.56. As mentioned in Para 12.53, the retention price fixed by the 
Government (with effect from 15-4-1969) was Rs. 100 per tonne in 
1971-72 and 1972-73. This was based on the recommendations of the 
Tariff Commission made in 1961 and the subsequent increased made 
therein from time to time. 

12.m. The retention price was increased to Rs. 110 per tonne 
with effect from 15th September, 1973 to Rs. 13·1.20 w.e.f. 2nd August, 
1974 and to Rs 139.15 with effect from 15th September, 1974 on the 
recommendation of the Tariff Commission 

12.58 According to the break-up of the retention price furnished 
by the Ministry, the total cost assumed in working out the retention 
price appears to be Rs. 76.90 per tonne. As against this, the actual 
cost (excluding interest on loans) of production in the Mandhar 
Plant was Rs. 93. ~ per tonne in 1971-72 a·nd Rs. 84 .13 per tonne in 
1972-73. 

12.59. Cost of containers, i.e., gunny bags per tonne allowed by 
the Cement Controller in addition to the retention price and the 
actual cost of the gunny bags are indicated below:-
._-,,--_._-------------

Year 

1971-72 

1972-73 

As alloyed by the Cement Cc-rlrollcr 

Rargil'g fn.'m Rs. 34' SS to Rs. 37'" per tOlJne. 
Ayeragc-·Rs. 35' 70 per torre • 

Rargirg frem Rs. 3B· 95 to Rs. 27'.0 per torne. 
Averaac-·R,. 38' 79 per ton:e • 

Rarglrg from Rs. 33' 52 to Rs. 36' 38 per tonne 

A(f\'rl ('not 
per torre 

R •• 

30'16 

Average-·R.I. 3S' 10 per tonne. 31' sa 
----------~---------------------------------

'913-7. 

754 L.S.-1B. 
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12.60. Selling agency commission is additionally recoverable from 
the customers at the rate of Rs. 1.25 per tonne. The actual cost in-
curred by the Corporation, however, came to He 0.97 per tonnes in 
1971-72, Re. 0.71 per tonne in 1972-73 and Re. 0.21 per tonne in 
1973-74. 

12.61. The following conclusions emerge from the above:-

(a) Actual cost was much higher than that assumed for work-
ing out the retention price, leading consequently to re-
duction in profit margin. 

(b) The margjn left over and above the cost did not even 
cover the incidence of interest on loans which was 
Rs. 10.46 per tonne in 1971-72 and Rs. 10.22 per tonn~ in 
1972-73. 

(c) The actual cost of containers was less than that allowed 
by the Cement Controller and recovered from the clients. 
On the basis of the lowest pr;ce allowed by the cement 
Controller in 1971-72 and 1972-73, the savings accruing to 
the Corporation amounted to Us. 7,29,145 in 1971-72 and 
Rs. 10,72,070 in 1972-73. 

(d) The actual incidence of selling agency commission being 
less than that recoverable frOom the customers, there was 
a saving of Rs. 46,506 in 1971-72 and Rs. 96,971 in 1972-73. 

12.62. The Management stated that the total saving in 1973-74 in 
respect of selling agency commission was 2,46,833. The cost of con-
taIners which was allowed by the cement controller in 1973-74 varied 
from Rs. 33.32 to Rs. 36.88 per tonne. On the basis of the lowest 
price that was allowed by the Cement Controller in 1973-74, the sav-
ings sccuring to the Corporation on account of the cost of con-
tainers amounted Rs. 7,34,509. 

12.63. On being asked if the increalicd retent illn price effective 
from 15th September, 1974 was considered adequate to off set the 
increase in cost on account of rise in prices, cost of establishment, 
etc., the Management stated as under:--

"The increased retention price effective from 15th September, 
1974 is not adequate to off set the increase on account of 
rise in prices, cost of establishment, etc. The increase in 
per tonne cost of cement during April to September, 1974 
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at Mandhar is Rs. 10.79 as shown below, whereas the in-
crease allowed is Rs. 7.15 only: 

R~. 

3'90 

Salaries & Wages 

Oil & Lubricant 

Gyp~um 

Bank Interest 0'33 

10'79 

Due to further increase In Dearness Allowance the per tonne 
cost of production has been increased by Rs. 2.82 by De-
cember, 1974. No adjustment for this increase has been 
made in the retention price so far," 

12.64. The Committee find that while the adual cost of produc-
tion per tonne of cement (including interest on loans) was less 
than the average sales realisation, it was more than that assumed 
by Government for working out the retention price in 1971·72 and 
1972-73 leading consequentiall(v to reduction in margin of profit. 
They are however concerned to note that, in 1973·74 cost of pro-
duction (including interest on loans) per tonne went up tp as. 154.42 
as against the average sales realisation of Ks. 141.74. During 1974-
75, the gap has further widened in as much as the increase allowed 
by Government in the retention price is Ks. 8.15 per tonne while 
the cost of production had gone up by Ik. 10.79 per tonne upto 
September, 1974 and has further increased by Ks. 2.82 by December, 
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 prices during 1974-75 which 
is sure to allect adversely the profitability of the Corporation fur-
ther if nothing is done in the meantime to reduce the cost of 
production. The Committee recommend that the Corporation should 
spare no efforts to bring down the cost of production by increasing 
the output and by etrecting economies in consumption of materiab 
and expenses on overheads so that the profitability may be improved. 
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FINANCIAL MATTERS 

A. Capital Structure 

13.1. The Corporation was registered with an authorised share 
capital of Rs. 5 crores, consisting 0If 50,000 shares of Rs. 1,000 each. 
The requirement of the share capital was considered by the Board 
of Directors on l~h November, 1969 and it was decided that, due 
to increased activities of the Corporation resulting from the sanc-
tion to set up additional projects, the authorised share capital '3hould 
be increased to Rs. 15 crores divided into 1,50,000 shares of Rs. 1,000 
each. The proposal was communicated to the Government of India 
in November, 1969 for President's approval, as required by Article 
42 of the Company"s Articles of Association. President's approval 
for increasing the share capital to Rs. 6.75 crore,; only was, however, 
conveyed by Government in September, 1970. 

13.2. As the share capital of Rs. 6.75 crores was still considered 
inadequate to meet the requirements, the matter was again taken 
up by the Corporation with the Government in May, 1971 for in-
creasing the authorised share capital to Rs. 15 crores. President's 
approval to this enhancement was conveyed in June, 1971. 

13.3. With effect from July, 1974 the authorised capital of the 
Corporation had been raised to Rs. 30 crores. 

The paid up capital of the Corporation as on 30th November, 19'14 
stood at Rs. 17.95 crores. 

13.4. The Government of India had nlso granted loans to the 
COl'poration from time to time and the amount of the loans so grant-
ed up to 31st March, 1973 aggregated Rs. 5.09 crores. No fresh loans 
Were granted during 1973-74. The loans are generally repayable 
in 13 annual instalments with two years moratorium for the repay-
ment of principal. The repayment of the loans started from 13th 
September, 1971 and since then the Corporation has been repaying 
the instalments on due dates. As on 31st March, 1974 loans amount-
ing to Rs. 426.38 lakhs were outstanding. 

13.5. The Corporation had also made cash credit arrangement 
up to 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 
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of finished and semi-finished goods, raw materials, stores, etc. with 
the State Bank of India. The total amount of cash credit outstand-
ing as on 31st March, 1973 was Rs. 10.86 lakhs (Rs. 4.56 lakhs in 
respect of Mandhar and Rs. 6.30 lakhs in respect of kurkunta). 

13.6. Due to the credit curbs imposed by the Ueserve Bank of 
India, the dr\l.wing power against the cash credit limit of Rs. 78 lakhs 
was renuced to Rs. 60.87 lakhs (Rs. 35 lakhs for Mandhar ann 
Rs. ~5.87 lakhs for Kurkunta) from December, 1973 and to Rs. 49.68 
lakhs (Mandhar-Rs. 26 lakhs and Kurkunta-Rs. 23.68 lakhs) from 
July, 1974. The cash credit actually availed of as on 31st March, 
1974 amounted to Rs. 36.70 lakbs (Rs. 15.16 lakhs for Mandhar and 
Rs 21.54 lakhs for Kurkunta). 

13.7. The debt equity ratio for the Corporation was 0.30 : 1 as on 
318t March, 1974. 

13.8. On being asked whether the reduced cash credit limit was 
adequate to finance the working capital requirements of the two 
separating plants, the Management stated; "the reduced cash credit 
limit,;; are not adequate to finance the working capital requirements 
of the two operating plants. The Government and the State Bank 
of India, have been approached for getting the limits increased. 
Certain data has been called for by the Government and, State Bank 
of India, which is being collected for submission to the Government 
and State Bank of India. To. a certain extent funds received from 
Government for capital expenditure stand diverted temporarily to 
meet the working capital requirement of the two operating plRnts.~ 

13.9. The Committee enquired whether the Management had 
asked for a different debt equity ratio from the norm of 1:1 in the 
light of the instructions issued by the BPE in their letter No. 46/ 
ADV-F/BPE/88/10, dated 12th September, 1968 and whether the 
ratio. asked for was in accordance with the DPR approved by the 
Govermnent. It was stated in reply as under:-

"The pattern of financing the capital outlay on projects is that 
the capital cost of township is met out of equity and the 
balance capital outlay on the projects is financed by way 
of equity and loan in the ratio of 1 : 1. This is (was) the 
pattern on which the financing of the projects of the Cor-
poration is (was) given in the Detailed Project Report 
and approved by the Government. The debt equity ratio 
in respect of the two units in operation is as explRinP.rl 
above. The equity in respect of each project is released 
8rst and the loans thereafter. No loan for the units und~r 
construction, i.e., Bokajan, Rajban and Mandhar Ex-pan-
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sion has been released so far, As such, the debt equity 
ratio for the Corporation as v whole as on 31st March, 
1974 was 0,30 : 1." 

13,H). 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) agaill5t hypothecation of finished and semi-finished goods 
etc. with the State Bank of India. Due to the credit curbs imposed 
by the Reserve Bank of India, the drawing power against the 
credit limit of Rs. 78 lakhs was reduced to Rs. 60.87 lakhs from 
December, 1.973 and to Rs. 49.68 lakhs (Mandhar-Rs. 26 lakhs and 
Kurkunta-Rs. 23,68 lakhs) from July, 1974. The cash credit actu-
ally 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 Kurkunta), 
The Committee are informed that the reduced cash credit 'limits 
are not adequate to finance the working capital requirements and 
the funds rceived from Government for capital expenditure have 
been diverted temporarily to meet the working capital requirement 
of the two operating plants. In view of the fact that the cash 
credit actually availed of by the Corporation was muc:h less, as. 
36.70 lakhs as on 31-3-1974 than even the reduced QRsh credit 
limit of as, 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. 

13.11. The Committee therefore recommend that Government 
should examine the implications of this arrangement and take steps 
to strengthen the financial position of the Company. 

B. Working Results 
Financial Position 

13.12, The table below summarises the financial position of the 
Corporation under broad headings for the last four years:-

(R~, in L,khg' 
--------~-.-~- --.--------.~.-. 

1970-71 1971-7~ 197~-73 1973-74 
(I) (2) (3) (4) (5) 

Liabilities: 
(a) Paid-up capital 570'16 744' 16 1094' 16 1414'16 
(0) Reserves and sutph s 

development rebate re~erve. 50 '37 
(8) Borrowing fr<)m : 

(i) Government llf Ir.dia 483'00 496'46 463' 54 426'38 
(ii) Stale Bank of India ~9'09 34'83 10·86 36'70 

(d) Current IilloililielO • 120' S9 144'08 190'03 2.54'72 
(includil1g provisions) ----_. ---_.- --_.-
TOTAL . 1202'84 1419'53 1808'96 ~131'96 
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2 3 4 5 

AllOtS: 

(e) Gross block 559'53 596'90 1087'14 1117'48 

(f) LeSS: Depreciation . 44'67 72'25 125'21 182'80 

(I) Net fixed ISlets I 5J4'86 524'6!1 961'93 934'68 

(h) Capital work·in-p!'OlJ'eas 
(including machinery at 
Mite ulder/awaitinl cree 
tion and in transit, etc,) 289' 50 329'04 171'08 361'78 

(i) Current auets, 10000s 
& advan~8 218'28 326'57 447'26 !l77'66 

(i) Investments 

(k) Miscellaneous expenditure 
(not written oft' or adjuatcd) 146'01 207'64 106' 4~ 131'~r 

Profit & Lou aCQOUnts 34'19 31.63 122'24· J26'33 
(Loall) --,- ---- _._-_. 

TOTAL. 1302'84 1419'53 1808'96 2131'96 ----.-. ---- --'-'-' Capital employed 612'55 707'14 1220'S!I 1262'74 
Net worth • 473'71 659' 16 967'38 124!1'88 

·Includes RI. !l0' 37 lalths rtpru~nting Develor~rl R,hte RUII'-e CJCI.1ld in 1 So72-
73 although the Compary had shown a 10If of RII. 40' 24 l,khs. 

NOTES : (i) Capital employed represents net fiXtd ati~tr rh's w(,lkiJ II uritll. 
(ii) Net worth represents paid up capital plus rew",s leu ir.1ar aiblc: .81f .... 

13.13. Only 2 units have gone into production so far. While 
Mandhar Cement Factory commenced l'egular production with effect 
from 19th July, 1970, Kurkunta Plant was deemed toO uve ,one into 
commercial production with effect from 1st October, 1972. The 
table below indicates the working results of the units as well as the 
Corporation, as a whole, for the years 1970·71 to 1973-74:-

(RupeCi in lath. ) 

Profit (+) ~ (_.) __ . __ 

Year Mandhar Kurkunta C::"a. --197'O-7J (-)34' 19 under (-)34'19 
conlttUClion 

1971-72 (+) 2'56 00. (+) 2'56 

1973-73 (-.) 0'64 (-)39'60 (-)40'24 

1973-74 ( -)25'86 (-)28'61 (-)!l4'47 

13.14. Although Mandhar Unit's production increased from 1,64,111 
tonnes in 1971-72 to 1,80,230 tonnes in 1972·73, the Unit incurred a 
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loss of Rs. 0.64 lakh in 1972-73 as against a profit of Rs. 2.56 lakhs 
in 1971-72. On account of the savings accruing from the recoveries 
made towards the cost of containers and selling agency commission, 
there was a surplus of Rs. 2.56 lakhs in 1971-72 and the loss in 1972-7:i 
was limited to Rs. 0.64 lakh. 

13.15. The Ministry stated that the factors contributing to" dete-
rioration in the working results of Mandhal' Plant for 1973-74 were 
mainly:-

(i) Under utilisation of capacity due to various constraints. 
(U) Increase in the quantity of coal consumed due to inferior 

quality of coal and increase in power consumed due to 
lower production. 

(iii) Increase in the costs of inputs and labour wages. 
(iv) Adjustments relating to previous years. 

13.16. An analysis of the impact of above factors revealed the 
following results in comparison to 1972-73:-

(i) Productio" 

Clinker. 

Cement 0 

Loss due to lesser production 

(li) Loss due to lOWer quality of coal and more 
consumption of poWer after (iff scttiDa the ,ain 
due to lesser conswnption of limestone. 

(iii) Increase in coat due to increase in prices of 
inputs and labour waaes. 0 0 • 

(iv) adjustments relaling 10 previous yells 

TOTAL Loss 

LeSB saving. on account of-

(i) interett cbaraea due to repayment of Gov-
ernment loan. 0 

(ii) Sellina a.entB commilliOl1 due 10 termiI,ation 
of Regional Distributors services 0 0 

(iii) Increase in retention priCle from 15-9-73 

1972-73 1973-74 

I,S3,393 MT 

1,80,230 MT 

1,44,140 MT 

I,S3,3S0 MT 

o Rs. 12' 94 lakhs 

Rs. J'S6 " 
Rs. 13'61 •• 
Rs. 7'53 •• 

--,-~-.-

Rs, 36'04 lakhs 

-----

Rso 2'53 1akha 

Rs. 1'50 .. 
RI. 6'90 .. -----Ra. 10' 931akt>.s 

Net exc:en 1081 IU. :as' II , 
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C. Profitability 

13.17. The break-down even points as envisaged in the Detailed 
Project Reports for different plants are given below:-

I. Mandhar Plant 

2. Kurklmta Plant 

3. Bokaian PI :nt • 

,i. Raiban Plant • 

1,40,000 M.T. i.I. 70% of the installed 
capacity of 2,OO,COO M.T. baaed <'n 
retention price of Rs. S6 1-P.:t. 

1)('. 

• I,a6,ooo M.T. i. e. 63% of the in&tall 
capaciry of 2,tO,CCO M.T. balll'd 
higher reterti<>n price of RH. 130i-P) 

• 1,20,000 M.T. i. I. 60% of the ir~ta1le('d 
capacity of 2,OO,OCO M.T. ba8l:d on the 
retention price (If Rs. us/-PIt. 

13.18. The Kurkunta Plant which went into commercial produc-
tion w.e.f. 18t October, 1~2 has not yet achieved the break-even 
point with reference to DPR projection. 

13.19. The Mandhar Plant which went into commercial produc-
tion w.e.f. 19th July, 1970 achieved the break-even production in all 
the years of its production as per DPR Projection. There were, 
however, no profit except in the year, 1971-72, because of the lower 
retention price vis·a-viB cost of production. 

13.20. When asked about the projections of profttability antici-
pated by the Corporation in respect of Mandhar and Kurlc:unta 
Plants in the Fifth Five Year Plan period and the concrete measures 
taken to improve the profitability of these plants by obtaining the 
rated capacity of production reduction in cost etc., the Management 
stated all under:-

"On the basis of selling price and costs prevailing in Decem-
ber, 1974 the Mandhar factory breaks even at cement dt!s-
patches of 1,66,000 M.T., i.e., 83 per cent of its installed 
capacity of 2,00,000 M.T. The Kurkunta factory breaks 
even at cement despatches of 1,70,000 M.T., 1. e,. 1m ppl' ~pnt 
of its installed capacity. As per D.P.R. prepared in 1966, 
it was estimated that Mandhar and Kurkunta factoriea 
would brtak-even at cement despatches of 1,40,000 M.T. 
i.e., at 70 per cent of installed capacity, on the basis of re-
tension price of Rs. 96 per tonne. In the revited standard 
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cost prepared in 3!74, it was estimated that Mandhar fac-
tory would break-even at 8:; per cent of installed capacity 
and Kurkunta factory at 86.5 per cent of installed capacity 
on the basis of retention price of Rs. ill). 

The price OIf coal has already increased from 1st January, 197:5, 
which will have an impact of Rs. 15 and Rs. 11 per tonne 
at Kurkunta and Mandhar respectively. If commensurate 
increase in retention price is granted by Government for 
this as well as whatever other increase i~ cost keep taking 
place from time to time, and requisite power also is avail-
able regularly, the profit in these two plants together dur-
ing 5th five year plan period will be Rs. 15 lakhs per 
annum approximately." 

13.21. The Committee are surprised to learn that in 1.972-73, when 
the Mandhar Plant utilised 90 per cent of its installed capacity, it 
suffered a loss of 0.64 lakhs as compared to a profit of as. 2.56 lakhs 
in 1971-72 when capacity utilised was 82 per cent, even though there 
were savings accruing from recoveries made towards the cost of 
containers and selline agency commtssion. The loss swelled to 
as. 25.86 lakhs in 1973-74 reportedly due to under-utilisation of 
capacity (76-1/2 per cent), increase in coal and power consump-
tion, ,costs of inputs and wages and adjustments rela'ting to previous 
years. The losses suffered by Kurkunta plant were H8. 39.60 lakbs 
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 it. capacity and the Kurkunta factory at 85 per cent utilisation of 
capacity. The Committee recommend that the Corporation 
should take concerted measures to maximise production, avoid 
excess consumption of materials and effect economies in overhead 
expenses so that the cost of production may be reduced and the 
plants are in a position to break even. 

D. Internal Audit 

13.22. Although internal audit started functioning in March, 1968, 
there was no independent Internal Audit Cell and the work was 
being looked after by an Assistant Financial Adviser and an Account-
ant. It was only in April, 1970 that an independent Internal Audit 
~ell headed by an Assistant Accounts Officer with one Assist.ant 
was formed. At present Internal Audit Cell consists of a Senior 
A:!('ounts Officer and an Accountant. 
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13:23. The scope and functions of the internal audit had been laid 
4~ down in the Accounting Manual of the Corporation, which was 

approved by the Board in June, 1971. The scope and functions had 
not yet (October, 1973) been implemented by the Internal Audit 
Cell. It had also been reported by the Cost Auditor in his Report 
on the accounts for 1972.-73 that the existing coverage by the Central 
Internal Audit Cell of the operations of the units was inadequate. 

13.24. The Committee on Public Undertakings in their 15th 
Report (4th Lok Sabha-April, 19168) recommended that the func-
tions of the internal audit should include a critical review of the 
systems, procedures and the operations of the undertakings 8S a 
whole. The Ministry of Finance (Bureau of Public Enterprises), 
while accepting the above reconunendation. directed the public 
sector enterprises in September, 1968 to introduce such a system. The 
scope of internal audit as contained in the Accounting Manual also 
prescrihe!l conducting of such reviews. The Internal Audit Cell had 
not, however, conducted any appraisal of the performance of the 
Company as a whole on the above lines till October, 1973. . 

13.25. When asked about the reasons for not strengthening the 
internal audit cell so far and when it would be possible to organise 
the interns] audit cell so as to enable it to discharge its functions 
effectively and purposefully, the Management stated in written reply 
as under: -.-

"Till the Mandhar factory started production control of the 
purchase and almost all expenditure was centralised at 
Head Office. The expenditure decisions were taken in-
variably with the concurrence of the Financial Adviser 
and approval of the Managing Director. As such need for 
internal audit was not there. Afterward., an Internal 
Audit Cell with an Assistant Accounts Officer and assistant 
was set up. Later from 1972 the section was headed by a 
senior Accounts Officer instead of Assistant Account. 
Officer. The supporting staff was enhanced by giving an 
Accountant from 1974 in addition to the assistant provided 
earlier. Considering the size and economic viability of 
the organisation the establishment could not be increased 
further. The internal audit unit has done more work jn 
1974-75 compared to the earlier years. 

By the middle of the year 197!)-76 the Head Office 
based internal audit unit will be supplemented by two 
field units reporting directly to Head Office. Each of thP. 
field unit will attend to regular internal audit of two 
projects! plants !establishments." 
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13.26. Thel Committee note that the Internal Audit Cell started 
functioning in March, 1968 and was strengthened first in 1970 and 
then again in 1972. It had, not till October, 1,973, conducted any 
appraisal of the performance of the Col'J.loration ,as a whole on 
the lines recommended by the Committee in their 15th Report 
(4th Lok Sabha-April, 1968), reportedly due to inadequate slaft. 
They are informed that the supporting staft was enhanced, and the 
increased strength is considered enough in view of the size and 
economic viability of the organisation. By the middle of 1975·76, 
the Head Office based internal audit unit is proposed to be supple· 
mented by two field units and each field unit will attend to regular 
internal audit of two projects/plants/establishments. The Commit-
tee recommend that the Corporation should organise the internal 
audit wing on a sound footing, to enable it to discharge effectively 
its functions, including critical review of systems, procedure and 
the operation of the undertaking as a whole as recommended by the 
Committee in their 15th Report (Fourth Lok Sabha). 



XIV 

ORGANISATION 

A. Organisational set up 

14.1. In terms of Article 116 of the Articles of Association, the 
business of the Corporation is to be managed by a Board of Direc-
tors. Under Article 94 of the Articles of Association, the number 
of Directors to be appointed by the President is not to be less thall 
three and not more than twelve. Under Article 95, the President is 
empowered to appoint, from time to time a Chairman and Deputy 
Chairman andlor Chairman-cum-Managing Director of the Board of 
Directors and one or more Managing Directors from among the 
mem bers of the Board. 

14.2. The part-time Chairman appointed in March, 1965 continu-
ed upto June, 1972, when he resigned. No Chairman was appointed 
thereafter. The incumbency of the M:maging Director was held as 
follows:-

I) 12-3-1965 to 25-1-1966 
2) 25-1-1'}66 to 25-1-1969 
(3) 25-1-1969 to 21-11-1972 

14.3. After 21st November, 1972, no regular appointment to the 
post of Managing Director was made; instead n Joint Secretary of: 
the Ministry discharged the duties of the Chairman-cum-Managing 
D:rector up to 3rd July, 1973, with effect from ·Hh .July. 1973. a regu-
lar Chairman and Managing Director had been ap)'ll)inted by Gov-
ernment. 

14.4. The Committee asked about the reasons for frequent chang-
es in the incumbency of the Managing Director between November, 
1972 and July, 1973. The Ministry stated in reply as under:-

"The Cement Corporation of India was established in January, 
1965. Shri H. V. Narayana Rao, was appointed at its first 
Managing Director with effect from 12th March, 1965. He' 
was nominated by the Union Public Service Commission. 
for the post Member, Central water and Power Commis-
sion, and he resigned the post of Managing Director, 
Cement Corporation with effect from 25th January, 1966 
to join the new post. 
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On the same day, Shri H. D. Singh joined as the Managing 
Director and he was in posi Hon till 25th January, 1969. 
He had attained the age of 61 on 17th November, 1968 
and had completed his three years term, and no extension 
could be given to him. Shri K. N. Misra was appointed as 
Managing Director and he took charge on 25th January, 
1969. As he attained the age of 58, he was re-employed 
upto 21st November, 1972. In the meanwhile the Action 
Committee on Public Enterprises in its report on Cement 
Corporation of India recommended the appointment of a 
full-time Chairman.cum-Managing Director, and this re-
commendation was accepted by the Government. Steps 
were taken to select a suitable to this post. As an inte-
rim arrangement, pending the selection of a regular in-
cumbent, Shri C. Balasubramanihian the then Joint Sec-
retary in this Ministry was appointed as Chairman-cum-
Managing Director, in addition to his duties as Joint Sec-
retary. Even though, offer of appointment was issued to 
Shri B. V. Raju in April, 1973 he was able to join the 
Corporation on 4th July, 1973 only. 

It will be seen that there were no frequent changes and that 
the Corporation was never without a Chief ExeC'utive." 

14.5. At the units, Works Manager is the over-aU-incharge 

14.6. The Action Committee on public enterprises l-teaded by 
Shri M. S. Pathak, Member Planning Commission examined, among 
other things the structure of the Corporation's Headquartp.rs office 
and the Mandhar and Kurkunta Plants. That CommWf'e recom-
mended structur~l reorganisation of the l:Ieadquarters as foliows:-

(i) In addition to the Chairman and Managing Director and 
the Finance and Personnel Directors, there should be a 
Director of Projects and another Director of Operations. 

(ii) Under the Director of Operations, there should be Gene-
ral Managers in charge of operating plants as well as those 
under construction. 

(H) The Director of Projects would provide the necessary 
. technical consultancy services directly or through an out-
side consultant under his supervision ami he would be in 
charge of the geological surveys, desi,~ning-ctl nt-engineer-
ing of the projects and for procurement, erection and com-
missioning of the projects. For each project, there would 
be a Project Manager with overall responsibility for the 
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construction of the Project. 
(iv) In addition to the whole-time Directors, there sho.uld be 3 

part-time Directors, two of them representing the Ad-
ministrative and Finance Ministries and the third an emi-
nent specialist from the Industry. 

14.7. As recommended by the Action Committee, the posts of 
Director (Projects), Director (Finance) and Director (Operations) 
have been filled up and the post of Director (Personnel) is in the 
process of being filled up. Appointment to this post was also made 
but the selected candidate had not joined. The'strengthening of tqe 
headquarters staff by recruitment of other technical personnel was 
in process and action was being taken to fill up these posts. 

14.R. As regards Mandhar Plant, the Action Committee recom-
mended: 

"The existing structure suffered from a number of weakness-
es, viz.. as many as 11 people reported directly to the 
Works Manager. direct responsibility for production was 
shared between the Regional Resident Engineer and Pro-
duction Superintendent, the former being responsible for 
the crasher and mills and the latter for t.he kilns. The 
chain of command and line of communication particularl) 
in respect of staff assistance to operating Management 
were not rational. Adequate specialised service support 
to production department seemed to be lacking. A revis-
ed organisational structure aimed at removing thelie de-
fects and providing for creating well defined areas of res-
ponsibility was, therefore, recommended for implemen-
tation." 

14.9. The Management stated (March, 1974) that the revised 
or~anisaUonal structure was being considered for implementation. 

14.10. It bas been stated by the Management that the organisa-
tional structure for the plants has been revised to a limited extent 
depending on the requirements of the individual units. While the 
plants have not been put in chage of General Manager and the Works 
Managers continue to be incharge of the plants most of the other 
functional officers are in existence though with different designa· 
tions. The posts such as Industrial Engineer which were not there 
originally are being created and filled up. A separale maintenaD~ 
section has been/is being established. 

For a small unit of 2 lakh tonnes capacity with single production 
unit, the lJo!'t of a General Manager has not been considered neees-
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s3ry. As and when the capacities of the plants expand, the appoint-
ment of General Manager will be considered with the consequent 
necessary changes. 

As per the recommendations of the Action Committee, posts of 
Project Managers have been/are being filled up for each project 
under construction from the initial stages. 

14.11. The Management has informed that the final report of 
the Action Committee regarding Kurkunta Project has not been 
received. 

14.12. The organisational set up of the Corporation at the Head-
quarters and for Kurkunta as existing is indicated in Appendices VI 
and VII respectively. The organisation set up for Mandhar is stated 
to be more or less similar to that of Kurkunta. 

14.13. The Committee note that in response to the recommenda-
tions made by the Action Committee on Public Enterprises headed 
by Shri M. S. Pathak which examined the structure of Corpora-
tion's headquarters office and the Mandhar and Kurkunta Plants, 
a Director (Projects) and a Director (Operations) has been. appointed 
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 Fin-
ance Ministries and the third an eminent specialist from the Indus· 
try. 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 Dil'lector on the Board. 

14.14. The Committee also note that the Action Taken Commit-
tee recommended that there should be General Managers incharge 
of operating plants as well as those under construction. The Action 
Taken Committee pointed out that the existing structure at Man-
dhar Plant suftered from a n.umber of weaknesses, viz., as many 
as 11 people reported directly to the Works Manager, direct res-
ponsibility for production was shared between Resident Engineer 
and Production Superintendent the chain of command and line of 
communication was Dot rational and adequate specialised service 
support to production department seemed to be lacking. The Com-
mittee are informed that the Corporation does not consider the post 
of General Manager necessary because of the small s:ze of the 
units at present and tbe appointment of 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 assil5Ced hy other functional officers in the running of the plants. 
The Conlmittee note that posts of Project 'Wanager have been/are 
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being flIled up for each project under CODStruction from initial 
stages, as recommended by the Action Committee. The Committee 
would like that Government/Corporation should rationalise the 
chain of command and line of communication and build up a scien-
tific management information system. The Committee recommend 
that the organisation structure at the plant level may be suitably 
reframed keeping in view the recommendatiOll of Action Committee 
afterl carefully considering! the financial implication thereof with 

a view to removing the defects and deficietlcies in the set-Uf' and 
providing well defined. areas of responsibility for attaining maximum 
production coupled with economy. 

B. Man Power Analysis 

(i) Hearl-quarters Office 

14.15. The table below indicates the~taff actually in position as at 
the end of each of the years from 1964-65 on-wards:-

As on 31st March 
---.-----------------------

196s 1966 1967 1968 1969 1970 1971 1972 1973 1974 

----------_. 
Technical 14 26 27 25 23 30 41 47 ") 

~ IS6 
Non-Tec:hnkal 10 ,52 63 66 72 82 83 97 108 J 

• _______ a_ .. 

TOTAL : II 66 89 93 97 lOS 113 138 ISS IS6 

14.16. At the request of the Corporation, the staff Lnspection Unit 
of the Ministry of Finance conducted a work study in April, 1972. 
According to the report submitted by it in November, 1972, 16 per-
sonnel (including 6 officers) were surplus. 

14.17. In this connection. the Management stated (November, 
1973) as follows:-

"In view of Government's having recently sanctioned finally 
two projects and taking into account the increased activi-
ties of the Corporation arising out of advanced action to 
be taken for the Fifth Five Year Plan Projects, implemen-
tation of the recommendations of S.I.U. is not possible." 

(ii) Mandhar Plant 
(a) Staff StTength 

14.18. The table below indicates the requirement of the per'sonnel 
for operating the plant as per Detailed Project Report and the per-
754 LS-19 
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sonne I actually in position as on 31st March, 1971, 1972, 1973 and 
1974:-

D.P.R. As on As on As on As on 
Provision 31-3-71 31-3-72 . 31-3-73 3J-3-74 

(induding (including (includine (including 
Muster muster muster muster 

Roll Roll Roll Roll 
Workers) Workers) Workers) Workers 

-.-
(i) Staff 131 121 144 144 

629 
(ii) Labour 380 573 S2S 523 

5IJ 694 ~ 667 629 

14.19. It will be seen from the above table that the actual strength 
in position as at the end of March, 1971, 1972, 1973 and 1974 was 
much in excess of the provision made in the Detailed Project Report. 

14.20. At the request of the Corporation, the Staff Inspection Unit 
of the Ministry of Finance visited the plant in June/July, 1971 and 
made a study of all the departments except (i) Quarry bepartment, 
(ii) Accounts Department and (iii) Drawing Office. In its Report 
submitted in January, 1972, the Unit recommended 481 personnel for 
the departments covered by it. The Wonks Manager was, however, 
reluctant to agree to the recommendation and the Industrial Engi-
neer of the Corporation was asked to conduct a study. We recom-
mended a permanent strength of 581 personnel for the whole plant 
and 499 for the departments covered by the Staff Inspection Unit. 

14.21. The whole matter was placed before the Board in May, 
197'3. Since the staff Inspection Unit had not taken into considera-
tion the provision of· staff for preventive maintenance for which 7 
persons were considered essential, the Board approved the permanent 
strength of 488 for the departments covered by the Unit. The Board 
also decided that employment of persons on mustar roll should be 
resorted to only sparingly and for short periods only. The Manage-
m~nt stated (November, 1973) that the assessment of the In~ustrial 
Engineering Department for the plant as a whole was under exami-
nation. 

14.22. In this connection, the Ministry stated (June, 1974) as 
follows:-

"The Board in its 63rd meeting sanctioned the staff strength 
of 89 covering the Accounts, Drawing, Quarry Depart-
ments in addition to the 488 approved earlier for other 
departments. As against the total sanctioned strength of 
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'577 the staff in position as on 31-3-74 was 629. It will thus 
be seen that no fresh appointments are being made and the 
surplus staff is being adjusted against the vacancies 
arising from time to time." 

14.23. On being asked about the reasons for engaging staff in 
~xcess of that provided in the Detailed Project Report Of Mandhar 
Plant, the Management stated that' the Detailed Project Report' 
prepared in 1966 provided minimum requirements on the basis of 
:average conditi:ms in Cement Factories of this size prevailing at that 
time. This, however, did not take into consideration the exact lay-
out of the plant supplier later. The permanent staff strength had 
however, been assessed later as per SIU's recommendations and 
Industrial Engineering study and a total strength had been sanction-
.oed at 577. The excess staff was being adjusted against' the permanent 
,strength in the vacancies arising from time to time. 

(b) Productivity 

14.24. In March, 1971, the Board of Directors desired the Chief 
Proje(~t and Development Officer to compare the productivity (man-
'hourltonne) and cost of salaries and wages per tonne in the Cor-
poration factories with those in other Cement factories in India and 
.also with what was indicated in the Detailed Project Reports of the 
·Corporation factories. The BoaI'd also desired that a report in this 
lI"egard sholllld be put up to it. 

14.25. In this connection, the Management stated (March,1974) as 
lollows:-

(i) As it was not possible to collect data regarding producti-
vity (man-hour/tonne), cost of salaries and wages per 
tonne, etc. other cement factories, the Board dropped the 
proposal of comparative study in its meeting held on 27th 
November, 1973. 

(ii) The productivity for the Mandhar Plant works out to 6.5 
man-hour per tonne which compares favouraDIy with 3 
cement factories having an average of 7 man-hour per 
tonne. 

14.26. When asked whether the productivity study (in terms of 
man-hour per tonne) in respect of Mandhar and Kurkunta Plants 
with the plants of similar capacity in the private sector, had been 
conducted, the Management stated that: 

'AS already mentioned, it was not possible to collect such data 
regarding productivity (man-hour per tonne) of other 
&:ement factories in the private sector. However, an 
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attempt was made to compare the productivity with the 
data available for 3 cement factories and the productivity 
of the Mandhar factory compared favourably with that of 
these factories. But these factories are exactly not inden·· 
tical with the Mandhar Plant.' 

14.27. In this connection during evidence the representative of 
Ministry stated as follows:-

"The Ministry has not conducted any such study. Actually 
to get data from private sector is extremely difficult". 

14.28. When asked whether it was not possible to get it from the-
Tariff Commission, the witness stated: 

"We compared it in this manner as to what has been the com·· 
posite utilisation and it gets reflection in the cost per tonne .. 
That comparison We are making". 

(iii) Kurkunta Plant 

14.29. The following table indicates the requirements of personnel 
at Kurkunta Plant as per Detailed Project Report, as per norms 
fixed by the Management and those actually in position as on 31st 
Marcp, 1972, 191'3 and 19l:i:-

As per A, per As on 
D.P.R. norm~ ----_.-._._._. 

Fixed by 3ISt March 31St March 31st March 
the" 1972 1973 1974 

Management 

(i) Staff 131 Details not 77 96 1 
(ii) Labour 380 available 324 414 ~ 573 

j .---.-
TOTAL SII 488 401 510 573 

14.30. The BoaI'd in its meeting heJd in November, 1974 approved 
the permanent staff strength of Kurkunta as 574 personnel and tem-
porary additional strength of 27 personnel. 

14.31. When asked about the reasons for the increase in the per-
manent staff strength over the limit of 511 personnel mentioned in 
the D.P.R., the Management stated that "the Detailed Project Report 
for the Kurkunta Project prepared in 1966 provided mini.mum re-
quirements on the basis of average conditions in cement factories of 
this size prevailing at that time. This, however, did not take into 
considerlltion the exact lay-out of the plant, which was to be given 
by plant supplier l,ter. The perman~nt staff strength sanctioned by 
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the Board in its meeting held in 5th November, 1974 was, however, 
;8S p~r actual Industrial Engineering Study." 

14.32. The 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 
found that 16 persons (including 6 omcers) were sUl:Rlus. The 
Management stated (November, 1973) that in view of the two new 
:projects sanctioned by Government and the increased activities of 
the Corporation arising out of the advance action to be taken for 
Fifth Five Year Plan projects. the implementation of the recom-
'mendations of the Staff Inspection Unit was not possible. The staff 
strength as on 31st March, 1974 has risen to 156. The Committee 
have already found th~t on account of the excessive staff in Head-
quarters which was stated to have been based on the original anti-
cipation of 5 million tonnes capacity the overheads on the indivi-
dual projects have been very high. The Committee would like to 
caution the Corporation that if the staff strength at the Headquarters 

1s not kept under strict control and if the man-power is allowed to 
increase unrelated to the volume of work, the surplus manpower 
will become a permanent liability which will have an adverse affect 

<on ,the profitability of the Corporation. 

14.33. The Committee also note that as against the strength of 
511, provlcled in fhe DPR, for Mandhar Plant .. the pcr~onncl in 
position as at the end of March of 1971, 1972 and 1973 were 69t, 
i;69 and 667 respectively. 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 of 481 for all the 
departments except (i) Quarry Department, (ii) Accounts Depart-
ment and (iii) Drawing Office. On the basis of the Stp-ff Inspection 

Unit's recommendations the Board approved the permanent strength 
of 488 (481 recommended by the Inspection Unit and 7 for preven-
tive maintenance for whicb no provision had been made by the 
Inspection (Jnit) for the departments covere~ by ~he Unit. The 
Board subsequently sanctioned a strength of 89 for Accounts, Draw-
ing and Quarry Departments whicb were not covered by the 
Inspection Unit, thus sanctioning a total strength of 577 for the 
entire Mandbar Plant as against the adual staff strength of 629 3!,; 

.on 31-3-1974. Tlie Committee note ,tbat no fresh appointments are 
being made by tbe Corporation and the surplus staff is being adjust-
ed against the vacancies arising from time to time. They hope that 
the Corporation will continue eilorts to bring the actual staff 
.trength dow.n :to file level of sanctioned strength. 
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14.34. The Committee note that as against the strength of 511 

indicated in the DPR of Kurkunta Plant the actual strength on 
31·3·74 is 573. The Committee are informed that, as against the. 
provision of 511 personnel in DPR, the Board in November, 1974 
approved the permanent staff strength of 574 personnel and tem-
porary additional 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 con .. 
ditions prevailing at that time (1966) but it did not take into con· 
siderauon the exact lay·out of the plant which was given by the 
plant supplier later. The permanent staff strength sanctioned by 
the Board in 1974 is stated to be as per Industrial Engineering Study. 
The Committee see no justification for sanctioning temporary stren-
gth of 27 over and above the permanent strength fixed as per the 
Indu~trial Engineering Study when the Plant is already carrying-
a large surplus. They would like the Corporation to regulate th". 
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 production and the profitability. 

14.35. The Committee note that it has not been possible for 
the Corporation to make a comparative study of the- productivity 
(man-hour/tonne) and cost of salaries and wages. per tonne etc. 
in Mandhar Plant and other cement factories due to non-availa-
bility of relevant data in respect of factories in private o;et'i('r. The 
productivity for 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 disclosed) having an average of 7 man-hour 
per tonne. As the 3 factories 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 operation and appraise the performance of. 
each plant with reference to the norms from year to year. 

C. Delegation of Powers 

14.36. As per the provisions of Articles 117 (26) and (27) of the-
Articles of Association, the Directors of the CbJ;poration are em .... 
powered to delegate the powers, authorities and discretions vested 
in them. Under these Articles, the delegation of powers to the-
Managing Director was made by the subscriber Directors in their 
first meeting held on 16th March, 1965; the same delegation wa~ 
still in force (June, 1974). 

14.37. The delegation empowers the ~anagmg J?ir~cto: to del~ 
gate hi. powers to any of his officer/officenr ~r intimatlon to th& 
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Board. Aecordingly,. the Managing Director has been delegatin, 
the powers to the varIOUs officers working under him. It was, how-
ever, noticed that no powers had been delegated to the Deputy Chief 
Engineer, Senior Engineer (C), Purchase Officer, etc. at Headquar-
ters. Delegation in favour of the Financial Adviser and Chief 
Accounts Officer was made in December, 1970 only. 

14.38. The 'Bureau of Public Enterprises had emphasised, vide 
their instructions issued in September, 1!nO, that the system of dele-
gation of powers throughout the managerial hierarchy upto the low-
est level of each enterprise should be reviewed on a comprehensive 
basis in order to ensure that, at all levels. the centres of responsibi-
lity corresponded exactly to the centres of powers. In pursuance of 
this. the Board of Directors of the Corporation in the meeting held 
on 25th September, 1970 desired that the present delegation, made 
more than 5 years ago. should be reviewed and a detailed note sub-
mitted to the Board as early as possible. No such review was con-
ducted. 

14.39. The order of March, 1965 delegating powers to the Manag-
ing Director provided that "all proposals having financial bearing 
and requiring approval of the Board will be shown to Finance". 
There was, however, no mention about the treatment to be accorded 
to cases having financial bearing which did not require submission 
to the Board. Similarly there was no procedure in vogue for re-
porting the instances to the Board where Financial AdvlS(;r and 
Chief Accounts Officer was overruled by the Managing Director. No 
record of such instances was also kept by the Management. 

14.40. In May, 1969 the Government of India, Bureau of Public 
Enterprises had issued broad guidelines defining the main functions, 
responsibilities and powers of the Financial Adviser. It was also 
mentioned in the guidelines that the Board of Directors should lay 
down the detailed powers and functions of the Financial Adviser, 
particularly in regard to matters which should be reserved: 

(i) for concurrence of the Financial Adviser; and 

(ii) for consultation with the Financial Adviser; and 

(iii) those on which Financial Adviser need not be consulted. 

No such demarcation has been made by the Corporation 8" tar. In 
reply to an audit query. the Management stated (February, 1973) 
that the matter was under consideration. 
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In this connection, the Management further stated (November, 
1~?3) as follows:-' 

(a) " ......... the Action Committee headed by Shri M. S. 
Pathak has made some recommendations regarding re-
organisation of the organisational set up of the Corpora-
tion on which a decision has to be taken". 

(b) "There was no permanent Managing Director for a period 
of about 8 months from November, 1972 to July, 1973". 

(c) "In the above circumstances matters relating to the points 
raised in the 'para' could not be considered and finalised so 
far. Now that a permanent Chairman and Managing 
Director has been appointed, the matters referred to in 
the para will be considered and finalised as early as pos-
sible ." 

14.41. The Ministry stated (June, 1974) as follows:-

"The revised delegation of powers to Chairman and Managing 
Dire::tor, Functional Directors and Heads of Departments 
have been drafted and are under consideration. These 
would be finalised early. The delegation of powers t.o 
subordinate officers will be reviewed and revised after 
the proposed revision mentioned above is finalised." 

14.42. The Committee enquired about the circumstances for not 
reyising/reviewing the delegation of powers made in March, 1965 
upto November, 1913. The Management in reply stated that till 
the middle of 1970 the Corporation had no running plant under 
production. The first plant came into production in July, 1970 and 
the second one in October, 1972. In view of the fact that the work 
only in respect of two units was going on till the begmning of 1972 
the necessity for reviewing the delegation of powers made in 1965 
was no felt. Even though some efforts were made to draw out the 
delegation of powers in consultation with B.P.E., the work could not 
be completed. 1.0 the meantime the report of the Action Committee 
on the organisation set up was under discussion. In view of the 
impending changes in the organisational structure the work of dele-
gation of powers was deferred. More, there was no permanent 
Managing Director for a period of about 8 months from November, 
1972 to July, 1973. 

14.41. On being asked whether the revised delegation of powers 
to the Chairman and Managing Director, Functional Directors and 
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Heads of Departments had since been finalised, the Management 
stated as under:-

"The draft delegation of powers to the Chairman-cum-
Managing Director, functional directors and heads of 
departments were submitted by MIs. Thakur Vaidyanath 
Iyer and Co. and they have been requested to revise the 
same, in the context of the new organisational structures 
which has been more or less implemented now. The re-
vised delegation powers is being finalised currently". 

14.44. It was further stated that the revised draft delegation of 
po~ers take into consideration the guidelines issued by the Bureau 
of Public Enterprises in May, 1969 defining the main functions, res-
ponsibilities and powers of the Financial Adviser. 

14.45. The Committee note that under Articles 117(26) and (27) 
of the Articles of Association, the Directors of the Corporation dele-
gated certain powers to the Managing Director in 1965 and the 
same delegation is still in force. The Bureau of Public Enterprises 
had emphasised in September, 1970 that the system of delegation 
of powers throughout the managerial hierarchy upto the lowest level 
of each enterprise should be reviewed on a comprehensive basis in 
order to ensure that, at all levels, the centres of responsibility cor-
responded exactly to the centres of powers but no such revi~w was 
dene till November, 1973 nor was the demarcation of the detailed 
powers and functions of the Financial Adviser made 8S required 
under the guidelines issued by the Bureau in May, 1969. They are 
lnformed that the draft delegation of powers to the Chainnan-cum-
Managing Direeior, Functional Directors and Heads of Departments 
was prepared but it was considered necessary to revise it in the ('on-
text 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 
witbout any further delay the delegation of powers not only to the 
Managing Director, Functional Directors and Heads nf Dp.partmenll 
but also to subordinate officers throughout the hierarchy in the 
l~t of the recommendations made by the Bureau of Public Enter-
prises iii May, 1969 and September, 1970 and the Action 'taken COIll-
mittee and bnplement the same as soon al possible. 
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CONCLUSION 

15.1 The Cement Corporation of India Ltd. was set up on 18th 
January. 1965 as a Government Company with the following princi-
pal functions:-

(i) intensive prospecting and proving of limestone deposits. 
lack of which had retarded the development of cement In-
dustry in India in recent years. (In this capacity, the Com-
pany had to act as the store-hOUse of information on the 
cement grade limestone deposits in the country for the ex-
pansion of capacity in the public as well as private sec-
tor); and (ii) setting up of capacity for cement manufac-
ture so as to help achieve the cement production targets in 
the Fourth Five Year Plan. 

15.2. Government of India also issued a set of directivE's in May. 
1965 requiring CCl (i) to set up target of cement manufacturing 
capacity to the extent of 1.5 million tonnes by 1968-69 and an addi-
tional 3.5 million tonnes by 1970·71. thus creating a total capacity of 
5 million tonnes by the end of Fourth Plan Period; (ii) to set up two. 
large Cement Plants, each of approximately one million tonnes per 
annum capacity; (iii) to establish about six plants of smaller capa-
city; (iv) to extend technical assistance to State Governments pro-· 
posing to establish new cement plants in the Fourth Plan and (v) to. 
build up its strength of technical personnel. 

15.3 The Corporation has so far established two cement plants. 
having a capacity of 2 lakhs tonnes per annum each at Mandhar 
(M . P .) and Kurkunta (Karnataka) which went into production in 
July, 1970 and October, 1972 respectively. In addition. 2. projects of 
the capacity of 2 lakhs tonnes each at Bokajan (Assam) ;;>.nd Paonta 
(Himachal Pradesh) are under construction and expansion of the, 
capacity of Mandhar Plant by 1.8 million tonnes is under implemen-
tation. 

15.4 The Committee find that by the end of December, 1972 the· 
cement manufacturing capacity in the country increase" to 19.37 
million tOlllles (17.08 million tonnes in the private sector a~d 2.29-
million tOMes in the public sector). According to Fifth Plan Pro-

278 ..... 
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~ections, the overall capacity of cement ma~ufacture in the country-
IS envisa~ed at 33 per cent million tonnes. Out of this, 24.6 million 
tonnes wIll be in the private sector and 8.5 million tonnes in the 
Public Sector. The share of CCI in the Public Sector will be about 
3.6 million tonnes. The share of the Corporation in the overall capa-
city of cement manufacture in the country worked out to 2.1 per cent 
upto December, 1972 and is expected to increase to 10.9 per cent by 
1978-79. 

15.5 During the course of examination of Cement Corporation of 
India Ltd., the Committee have found that:-

(i) The Corporation has started manufacturing fl:v ash pozzo-
lana cement at its Kurkunta Plant from February, 1974 
using fly ash which is an industrial waste obtainable from 
the thermal power plants in different parts I)f the country. 

(ii) In order to eliminate the delays in setting up cement plants. 
in future, advance action has been taken by the Corpora-
tion to procure critical equipments, components and ma-
chinery which are long delivery items in respect of new 
projects and a system of PERT has been introduced to. 
work out the responsibility of the corporation ancl that of 
the Government. 

(iii) A Monitoring and Evaluation Cell has been set up at the· 
headquarters of the Corporation to coordinate and monitor 
all activities connected with the implementation of the new 
projects to avoid delays in the completion of the projects 
as per schedule. ~ 

(iv) Government have set up a panel under NCST programm& 
to evaluate the possibility of setting up cement plants of 
higher capacities i.e. 2000 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 un-
dertake feasibility study of indigenous production like lar-
ger castings, larger gear boxes and also transport problems. 
of ODe components connected with 2000 tonnes per day 
capacity. 

(v) The Corporation has terminated the agreements with Re-
gional distributors and stockists with effect frort" 1-12-1973 
and appointed stockists afresh under its direct control. 
thereby avoiding payment of selling agency commission at 
the rate of Rs. 1.25 per tonne to the distributorr and also· 
saved expenditure on the maintenance of branch offices. 
The Corporation is also trying to distribute cement as. 
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evenly as possible to all the stockists and is making surveys 
,and checking the stockists' record etc. to ket'p a watch 
over the possible malpractices. 

,(vi) Cement Corporation of India Ltd. has now been develop-
ing its own consultancy services and is already acting as 
consultant for Royal Government of Bhutan Undertaking 
for their cement project. . 

.15.6 The Committee have, however, found that:-

(i) The Cement Corporation of India Ltd. has not so far for-
mulated its statement of objectives/obligations inspite ot 
the fact that the Bureau of Public Enterprises had asked 
all the Public Undertakings as far back as Nov-::-mber, HI70 
to formulate a statement of their objectives/obligations 
clearly and communicate the same to the Government. 

(ii) In the short span of time between 1965 and 1972, the po-
licy of the Government in regard to the role of CCI has 
changed 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. 

t{iii) Government scaled down the target of the CCI from 5 mil-
lion tonnes to be achieved during the 4th Plan period, to 
1.6 million tonnes and reduced it further to 1.2 million 
tonnes. Against the reduced target of 1.2 million tonnes, 
eCI could install a capacity of 0.4 million tonnes only by 
March, 1974 and no other project was scheduled to be com-
missioned ~y the end of the Fourth Plan. Thus not only 
the Corporation was far behind the revised projection of 
1.2 million tonnes envisaged in the Fourth Plan, it also 
could not realise its own expectation of December, 1969 
of attaining production level of 4 lakh tonnes by March, 

I{iv) 

1971 and 6 lakh tonnes by March, 1974. 

As a result of delay in setting up of cement plants by the 
Corporation. there have been substantial increases in the 
capital outlays. In the case of Mandhar, the increase in 
cost was from Rs. 3.78 crores in March, 1966 to Rs. 4.65 
.crores in January. 1967. in the case of Kurkunta, the in-
crease was from Rs. 3.78 crores in March, 1966 to Rs. 4.69 
crores in January, 1967; in the case of 'Bokajan, the cost in-
crease was from Rs. 8.32 crores in January, 1968 to Rs. 
11.26 crores in October, 1969 and in the case of Paonta, 
the increase was trom Rs. 6.08 crores in August, 1968 to 

"Rs. 7.61 croresiD 'February, 1970. 
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(v) Though a plan~ with indigenous castings normally takes' 
4j' to 5 years tIme for being set up after the approval of 
the DPR and financial sanction, the Corporation has taken 
75 months for completion of the Kurkunta Project and 
there was cost over-run due to late delivery of plant and 
machinery and prolonged teething trouble. 

(vi) Although the need to put up cement factories in the deficit 
area was considered to be urgent even 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 construction/erection. 

(vii) Out of the 14 sites investigated and proved by the Lime-
stone Investigation Division of CCI for its own projects, 
cement plants have been set up or are proposed to be set 
up at 8 sites and the remaining 6 sites on which a total ex-
penditure of Rs. 34.66 lakhs had been incurred, are not 
being ·taken up for setting up cement plants due to certain 

difficulties such as transport difficulties, lack of infra-struc-
ture, quality of limestone, distance from rail-head, etc. 

(viii) Though a decision was taken in November, 1973 to revive 
the limestone Investigation Division which was wound up 
in March. 1970, for carrying out prospecting operations for 
the Corporation both for the projects under construction 
and for new projects to be taken up in the Sixth and sub-
sequent plans the Ministry are still thinking in terms of 
Cement demand in the Sixth Plan and in which region the 
Cement plants should be established. Though the broad 
projections are there, no sites for locating the plants in the 
Sixth Plan have been finalised. 

(ix) The Corporation has deferred execution of the Baruwala 
Project (a deficit area) in Dehra Dun. in respect of which 
prospecting work was taken up in November, 1967 and 
an expenditure of Rs. 10.56 lakhs was incurred. due to 
certain difficulties which could have been foreseen before· 
taking up the project. 

(x) There has been delay ranging from one month to eleven 
months in the completion of civil works at Mandhar by 
the contractor with reference to the item-wise schedule 
for completion finalised in May. 1967. l~ven though in a 
number of cases, the progress of completion was much be-
low the mark, no liquidated damages were imposed em the 
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contractor for delays. On the contrary the contractor flIed 
with the Arbitrator a claim amounting to Rs. 23.29 lakhs 
(Rs. 15.62 lakhs on account of prolonged period ,of exe-
cution 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. Si-
milarly, the supply of plant and machinery which was first 
required to be made by December, 1967 and then by May, 
1968 was actually completed by November, 1970. There has 
also been delay ranging from 1 month to 12 months in the 
completion of erection work. The Corporation did not 
levy any liquidated damages. 

(xi) Physico-chemical characteristics of the limestone deposits 
at Mandhar which were tested by the plant suppliers be-
fore designing the plant, were not taken care of by the Cor-
poration at the time of preparation of DPR and by the 
suppliers at the time of designIng the plant. While placing 
orders for the plant, the Corporation had' no proper faci-
lities to determine the physico-chemical characteristics of 
the raw materials. 

'(xii) There was delay in the commencement of mechanical ope-
rations at Mandhar resulting in non-utilisation of certain 
equipment upto December, 1971~. Even after commence-
ment of mechanical operations, there WAS under-utilisation 
of the capacity of equipment in 1972-73. 

(xiii) The existing equipment was considered inadequate to 
raise the required quantity of limestone on account of 
erratic disposition of the limestone deposit and according-
ly additional eqUipment was considered necessary. As 
the limestone deposit was found to be distributed in a 
very erratic manner, manual mining was considered 
necessary along with mechanical mining in the ratio oJ 
33:66, In view of this constraint, the procurement of 
additional eqUipment called for a review. It was further 
noticed that the specification of certain eqll1pment pro-
vided for in the DPR was not laid down after taking into 
account all the technical considerations. 

(xiv) ThOlugh the performance effiCiency of <111 the units of 
Mandhar Plant had not been established by the plant sup-
pliers, the plant was til'en over by the Corporation on 
12th September, 1970. After take over, certain defects 
came to the notice of the Management in the various sec-
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tions of the plant. Particularly, the performance of kiln 
was unsatisfactory on account of dust catching arrange-
ment being inadequate and the dust refceding system 
being unsatisfactOO'y. 

(xv) The capacity utilisation in Mandhar P1:mt hn:; been 76i 
per cent in 1973-74 as ~pared to 82 per cent in 1971-72 
and 90 per cent in 1972-73. The actual working hours of 
the different plants of the project have alwAYs been less 
than the available working hours during the period 1970-
71 to 1973-74. 

(xvi) The Mandhar Plant incurred losses of Rs. 0.64 lakh in 
1972-73 and Rs. 25.86 lakhs in 1973-74 when capacity uti-
lisation was 90 per cent and 76.5 per cent respectively. 

(xvii) Though the Project Estimates of Mandhar Expansion 3nd 
Pao,nta did not provide for any consultancy services, the 
Corporation has incurred an expenditure of Rs. 25 lal<hs 
on consultancy work without obtaining prior approval of 
Government. 

(xviii) There have been delays ranging from 10 to 21 months on 
the part of contractors in the completion of civil works 
in thp. various departments of Kurkunta Project. In spite. 
of the extension of time for completion of the work and 
the facility of use of hydraulic shuttering, the contractor 
could not complete the wOO'k within stipulated time. The 
Management have not even verified the reasonablenp.ss 
of thE rates before allowing the contractor to undertake 
hydraulic shuttering. No periodical progress reports were 
ohtained by the Corporation from the CQ1lwctor nor any 
action was taken against the' contractor for these delays. 

(xix) Though the crane gantry of Kurkunta Project was com-
pleted by the civil contractors in August, 1970 at a cost 
of Rs. 13 lakhs, some defects in the gantry cam.~ to no.tice 
in September, 1971. Because of the failure of the civil 
consultants of the Kurkunta Project, a dcfectin! crane 
gantry was accepted which has involved in extra expendi-
ture of Rs. 5 lakbs to the Corporation. While the defects 
in the gantry came to notice in 1971, the decision to fix 
responsibility far the lapses was taken after a delay of 2 
years and ultimately fixation of responsibility was not 
considered possible by the Board. 
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(xx) Though the DPR envisaged mechanical operation of the 
quarry art Kurkunta and accordingly equipments worth 
Rs. 17.70 lakhs were purchased during the period June, 
1969 to August, 1971, the initial development of the quarry 
was taken up in February, 1971 through the agency cf 
piece-rate contractors and the mechanical operations com-
menced w.e.f. November, 1971 only with the result that 
the equipment purchased as early as June, 1969 was kept 
jdle till November, 1971. ' 

(xxi) The per tonne cost of raising and transportation of lime-
stone in 1972-73 and 19'73-74 at Kurkunta Project quarry 
has been higher than the standard cost prepared in' March, 
1974. There has been nO! synchronisatio!1 in the comple-
tion 01. railway track, purchase of wagons and locomotives 
and the registration of the boilers, for the transportation 
of limestone from quarry to factory at the Kurkunta Pro-
ject with the result that the rolling stock remained idle 
fl'f a number of months. 

(xxii) The trial runs revealed a number of defectsldeficiencies 
in the equipment supplied by the plant suppliers for the 
Kurkunta Unit. These defects are yet to be fully rectified 
and performance guarantee tests for certain units of the 
plant are Ittn to be given by tbepiant suppliers. Despite 
these defects and deficiencies and non-fnlft1ment of per-
formance guarantee tests, the plant was deemed to have 
gone into commercial prodUction with effect' from 1st 
October, 1972. 

(xxiii) As against the rated capacity of one lakh tonne the actual 
production of cement at Kurkunta from 1st October, 1972 
to 31st March, 1973 was 43,443 tonnes. During, 1973-74, 
against the target of 1.25 lakh tonnes, the production was 
only 1.10 lakh tonnes or 55 per cent of the installed capa-
city 0.1 2 lakh tonnes per annum. 

(xxiv) Government took more than a year to accord approval to 
the feasibility Report submitted by the Corporation for 
setting up a 600 tonnes per day Plant at Bokajan (Assam) 
and they took over 18 months to! approve the Detailed 
Project Report. 

(xxv) Though according to the letter of intent signed with the 
supplit'rs Mis. A.C.C., the delivery of the Plant and 
Machinery for Bokajan Project should have commenced 
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from. May, 1971 and completed by February, 1972, MI" 
A.C.C. commenced supply of Plant and Machinery only fa 
February, 1972 and have not completed :;uppUes so far, 
thus rausing a delay of over 4 years in all and lIome of the 
reasons for delay do not appear to be entirely una void-
(;ble. 

(xxv i) There has been an inordinate delay on the part of the Cor-
poration to prepare the DPR for setting up of 8 600 tonnes 
per day dry process cement plant at Rajban (Paonta) and 
on the part of Government in according approval to the 
Project. It took a period of 4i years from the date of 
c()mpletion of limestone investigation to clear (xxiii) the 
project for implementation. It was shocking to observe 
that a public sector Corporation should have thought ot 
resorting to the strategem of opening Branch Offices which 
aimed at depriving the exchequer of Central Sales Tax 
amounting to Rs. 6.52 lakbs (approximately) during the 
period 1970-71 to 1973-74. The Corporation also suffered 
a lo~l' of Rs. 77,666 during this period in the bargain. 

(xxvii) The Corporation has not made systematic review of the 
stocks nor fixed norms for all the items of inventory or 
brought down the levels of VariOllS items of stores, 'lpares 
ctc. Physical verification of the inventory of the Lime-
stent:: Invest:gation Division lying at Delhi, Kurkunta, 
Mandhar, and Bokajan had not been conduced between 
March, 1969 and February, 1974. However, as a result of 
physical verification done in 1974, a net shortage of lime-
stone boulders from inception to 31st March, 1974 of 38,726 
tOllnes valued at Rs. 4.96 lakbs has been discovered. 

(xxviii) In 1973-74 the actual cost of production (including in-
terest on loans) per tonne of cement at Mandhar, Plant in-
creased to Rs. 154.42 as against the average sales realisa-
tion of Rs. 141.74 and during 1974-75 the gap bas further 
w)tlened. 

15.7. In conclusion the Committee feel that the broad objectives 
for which the Cement Corporation of India was set up, namely, 
creatilli c.lpacity for meeting the gap between the demand and .up-
ply of cement. and for se~ting up cement factories in deftcit areas 
have not been fuJfilled. In fac~, they find that the Government hart 
t.een changing the objectives from time to tim<' indicating lack cf 
planning and consistency in approach. In their opinion not only 
1M LS-20. 
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tqf production of cement should be stepped up immediately in 
public &ector but Governm:ent should also ensure that the plants 
licensed in private sector do come up in time and go into produc-
tion according to schedule. Needless to emphasise that the distri-
bution of cement should also be given adequate attention so that it 
is available to the consumers without any difficulty in· an unadulte-
rated form and in proper quantity at a reason3Jle price. The 
success of Cement Corporation of India will be judged not merely 
by what they produce but how they distribute and satisfy the needs 
of the consumers. 

NEW DELHI. 

July 17, 19'ih 
Asadila 26, iag7 (5). 

NA W AL KISHORE SHARMA, 
Chairman, 

Committee on Puhlic Undertakings. 
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APPENDIX II 

(Referred to in para 3.7) 

Statement showing the name of sites, dates of commencement/ 
completion of investigation, lime-stone deposits proved and indicated 
and expenditure incurI'ed thereon upto 31st March, 1973 by t11e 
Cement Corporation of India Limited. 

51. 
No. 

Site 

I. Karni (M.P.) • 

%. Jagdalpur (M.P.) 

3. Sadam (Katn arab) • 

4. Gokak (Karnatab) 

S. Mandher (M.P.) 

6. Neemuch. (M.P.) 

7. Yerraguntala(A.P.) • 

8. Tandur (A.P.). 

9. Alampur (A.P.) 

10. Chlttorgarh. (Raj.) 

II. Adilabad (A.P.) 

1% Bokajan (ASIan) 

13 Dehradun (U.P.) 

14 Plonta (H.P.) • 

IS. Nimbahera (Raj'. 

TOTAL 

• Investipted by G.S.I. 
~ For j .K. ~YI'~:-.~.~":'l" 

• 

Investigation Quantity Amount 
,-.-.-.... .,..".... -..-..-- , 

Ccmmcn- c< mplc- Plond Jr dk.Hd iHUJlld 
~ment tion in lath. 

4/6S 

6/6S 

71 6S 

• 7/6S 

• 1/66 

• %/66 

• 8;66 
8}66 

3/67 

4/67 

9/67 

• 11/67 

• J1/67 

1/66 

· May/ 
June, 
1967 

7/66 

7/66 

7/66 

6/66 

6/66 

4/67 

3/67 

3,67 

7/67 
9!t17 

6/68 

4/68 

7/69 
8/67 

(in million tonnes) 
1I 

120 

97 

%3 
21 

130 

IS3 

140 

46 

39 

36 

17'86 

26'00 

6%'00 

6 

99 

as 

JJ'43 

ZO'OO 

of 
Rupee •• 

7'44 

7'44 

3'19 

4' 10 

3'0% 

10'00 
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APPENDIX IV 

(Referred to in Para 8.59) 

Note submitted by the Managing Director regarding tenders fOl' 
residential and other buildings for the Bokajan Project 

Brief for the. 41st meeting of Board of Directors 

ITEM No. 27 

Sub: Tenders for Residential and other Buildings for the BOkajan 
Plant. 

The tenders township and other buildings works for the Bokajan 
C~ment Plant were invited in May, 1970 for the first time in the 
expectation that the detailed project report ~oI' this plant would be 
sanctioned by the time the tenders are scrutinised and the Corpo-
ration was in a position to issue acceptance order. This was inten-
tionally done in order to cut down the time normally spent in com-
pleting these f,ormalities so as to compensate for the delay which 
was occuring in the sanction of the detailed project report fol' this 
plant. 

At the time seven tenders were sold to various parties but only 
3 tenders were received on the date of opening i.e. 1st July, 1970. 
The lowest tender was that of Mis. Wig Bros. who have carried out 
Civil Engineering works for our Mandhar Cement Plant. Their 
tender was approximately 6.7 per cent above the provisions made in 
the detailed project report. The tenders were scrutinised and they 
were kept in abeyance for want of Government's sanction to the 
D.P.R. The tender validity period of 90 days expired on 30th Sep-
tember, 1970 but the tenders could not be accepted as the Govern-
ment sanction had not' been received by this date. When it was 
apparent in October, 1970, that the D.P.R. of Bokajan fa('tory would 
not be sanctioned in the neaT future, these tenders were rejected and 
earnest money of the contractors was refunded to them. 

Tenders for this work were again invited in Novembf'r, 1970 and 
opened on 30th December, 1970. This time 9 tenders were BOld to 
various parties out of which only 4 parties have submitted their 
tenders. The interesting feat'ure this time is that out of theBe 4 
parties 3 parties are new and hav~ not submi~~ed tenders ~~Elier for 
this job. Only one party viz., Mis. Gangoomal and BI'others sub-
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mitted tenders earlier as well as this time. The total cost of tender 
Mis. Gangoomal Brothers is approx. 100 per cent aeave that the 
lowest tenderer. None of the other parties who tendered earlier 
h.!ve submitted their tender this time. 

The lowest tenderer this time is Shri Sahan Singh of Dimapur 
v,:ho has executed works in that area with N.E.S. The amount of 
the lowest tender is within the provisions made in the proje~t report 
which is very fortunate for the Corporation keeping in view the 
remoteness of Bokajan area, its vicinity to Nagaland. high cost of 
labour, materials, transport, and the fact that there has been general 
increase in the market price!; of all articles since the tenders were 
invited earlier and none of the p.arties except one, who quoted their 
rales earlier turned up this time. 

Due to restricted working season, it is necessary that the collec-
tion of materials required for construction work is done before April 
and works brought above ground level before the onRet of monsoons 
so that the entire working season is not lost otherwise the work can. 
only be started after rains in January, 1972, after collection of 
materials is done from October to December, 1971. In order, there-
fore, to utilize the current working season and to compensate to some' 
extent the delay which has already oc::ured in the starting of these 
works, it is necessary that these tenders are accepted without any 
delay. Construction of township and ancillary buildings connected 
with the plant has to be completed earlier so that the supervising 
st~ff and the erection staff etc. is housed there since no other a ~com-· 
modation is available in Bokajan area. This work has therefore, to. 
be executed in advance of execution of the plant works. 

In view of the facts stated above and also the fact that the 
lowest tender of Shri Sohan Singh is fortunately within the provi-
sions made in the D.P.R. and the tenderer has experience of carrying 
ou't similar jobs in the vicinity of Bokajan area it would be very 
much in the interest of the Corporation to accept the lowest tender-
without any delay and at least ask him to make preliminary arrange-
ments and start collection of construction materials. This is, there-
fore submitted for the consideration of the Board for taking a 
sui~ble decision so that the opportunity offered to the Corporation' 
is noj lost and the CUTTf!nt working if'lAll.m is utilised to the extent: 
possible. 

~ ........ ,..... '..:.. 
'. 

Sd/-
K. N. MISRA 

Managing Director 



ANNEXURE I 

(Referred to in Para 8.57) 

EXTRACT OF MINUTES OF THE MEETING OF THE BOARD 01' DIRECTfmS Hm.D 

ON 23RD JANUARY, 1971 AND 25TH JANUARY, 1971 . 
• • • • 

Tenders lOT residential and other buildings in the Boka;an Plant 

The Board noted the information and decided that if the Govern-
ment approves the Detailed Project Report' for the Bokajan Plant 
or approves awarding of construction work in anticipation of thf" 
sanction of D.P.R. the CorpoTBtion may accept the lowest tender of , 
Sardar Sohan Singh for construction Of the residential an'd other 
buildings. 

Extract of Minutes of the meeting of the Board of Directon held on 
15th March, 1971. 

Confirmatum of the Minutes of the Previou.s Meeting 

The Board confirmed the minutes of the previous meeting held 
on 23rd January, 1971 and 25th January, 1971. In this connection it 
was confirmed that the brief on the subject 'tenders for residential 
and other buildings for the Bokajan Plant' submitted to the 41st 
meeting of the Board had the concurrence of F.A, and C.A.O., thougb 
the same had not been specifically indicated in the brief. 
EXTRACT OF THE MINUTES OF THE MUTING OF THE BOARD OF DIREcTORS 

HELD ON 16TH JUNE, 1971. 

• • • • 
Confirmation of the minutes of the premous meeting 

The Minutes of the last meeting were confirmed. 
In the first para of the minutes of the last meeting, the Managing 

Director wanted the Board to replace the words "had the concurrence 
of FA & CAO" by "had been prepared after taking into a co~sider~
tion the comments recorded by FA & CAO on the relevant 'file . 
He explained that in the last Board meeting, when he mentioned that 
the brief placed before the Board regarding te"cjers for the too.vn-
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ship at Sokajan, had concurrence of FA & CAO all the tenders had 
been examined by the financial wing of the Corporation and the 
note Of FA & CAO had been considered by him before putting up 
recommendation to the Board. 

Shri Saha objected to the procedure adopted by the Man..aging 
Director, ia presenting the brief to the Board, upon which Managing 
Director explained that the Financial Adviser was on leave at that 
time and he had returned from tour only on 22nd of January. The 
Board meeting was scheCiuled to be held on January ~3, and since 
the foundation stone of Bokajan plant had been laid on January 17, 
1971, he felt that the tenders should be accepted so that work could 
be taken in hand as soon as sanction to the project was received. 
He also informed the Board that as per decision of the Board, he had 
accepted the tenders on receipt of sanction of the project and accord-
ing to the recommendations of the Civil Engineering Adviser. 

Shri Saha suggested cancellation of the tender, because the con-
tractor was in the opinion of FA & CAO not capable of undertaking 
a work of this magnitude. It was, however, explained by the 
Managing Director that although the Civil Engineering Adviser, and 
hehimself was fully satisfied that the contractor would be able to 
do the work, even then he had taken precautions and asked the 
contractor to under'take only 50 per cent of the work in the first 
instance, so that if the contractor's progress was not satisfactory, 
his contract could be terminated. In regard to the suggestion that 
the tender may be cancelled, the Chairman took consensus of the 
opinion of the members of the Board and it was that tenders should 
not be cancelled. The Board thereupon approved the action taken by 
th~ Managing Director with the provision that the contractor shall 
n"ot be awarded execution of contract beyond the first phase of the 
work unless and until the Board was satisfied with his performance 
and the progress of the ex~cution of the project. 

Extract of the Minutes of the meeting of the Board of Director 
held on 4th September, 1971. 

• • • • 
Contrrmo.tJon of the Minu.tes of the previo'U:; meetill!l 

The minutes of the previous meeting held on 16th June, 1971 were 
confirmed subject to the following modifications: 

For the words "Shri Saha objected to the procedure ..... which" 
in the first sentence of para 3 of item 1 of the minute!! the following 
be substituted: 
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'~The Board. objected. to the procedure .folloWed by the Manag-
ing. Director on the foUowingcol.lnts: 

1. The brief put up to the 41st meeting of the Board of 
Dir~tors did ~ot contain a comparative statement giving 
ments of vanous tenderers and especially why the 
lowest tender was the best acceptable in all respects. 
No mention was also made whether the brief had the 
concurrence of FJi & CAO. 

2. In the 42nd meeting the confirmation given by the M.D. 
that the brief put up in the 41st meeting had the con-
currence of FA & CAO was not again borne out by the 
statement made by him in the 43rd meeting. The cir-
cumstances under which the objections of FA & CAO 
were not brought to the notice of 41st Board meeting 
were not clarified. 

3. In accordance with the procedure laid down, the views of 
th~ F"A & CAO that he had certain reservations in regard 
to the competence of the lowest tenderer were also not 
brought to the notice of Board either in the 41st or in 
the 42nd meeting. 

4. The objections of the FA & CAO in regard to the financial 
capability of the tenderer Sardar Sohan Singh were got 
investigated by the Civil Engineering Adviser and on 
the basis of the note submitted by C.E.A. on 4th June, 
1971 the tender was accepted by the M.D. on the same 
date without consulting the F.A. & CAO further. 

5. The Board felt that the tender should not have been 
accepted on 4th June, 1971 i.e. twelve days before 43rd 
meeting of the Board M7hich was scheduled to meet on 
16th June, 1971." 

lo'or the portion "Shri Saha suggested cancellation ...... explain-
ed by the Managing Director that" in para 4 of item I of the minutes 
the folloWing be substituted: 

"Shri J. R. .saha suggested that in view.of the above and es-
pecially because the contract was for an amount of RI. 80 
lakhs approximately, whether it could not be canc~lled at 
this stage. The Managing Director explained that there 
would be not only legal but also financial implications If 
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the tender already accepted was cancelled. The Ma.naging 
Director also stated that tlie tl!nderer Shri Sohan Singh 
had been instructed to collect certain materials in view 
of the heavy monsoon in the area where Bokajan is situated. 
I,t was further explained by the Managing Director that 
the comments of the Financial Adviser were considered 
and". 



APPENDIX V 

.(Referred to in Para 12.35) 

Cost pe-r tonne of cement prodUction at 90 per cent capacity utiZiB-4-
tUm with reference to prices of inputs and wages p,Tevailing in 

December, 1974 

Mandbar Kurkunta 

Rs. Rs. 

I. Limestone, Laterite etc. 13'40 15'20 
2. GypSUIIl. 6- 50 S'8o 

3· Coal . 23'76 32' 30· 

4· Power. :U'2S 17'50 

5· Stores and Spares. 11'00 11'00 

6. Salaries and Wqes. 24'33 21' 55 

7· Sellin\ & Di!tribution expenses, includil!g H. O. , 
Mar etingWingoverheads.. • • • 1'7° 1'70 

8. H.O. Overheads 2'60 2·60 

9· Milc. Expenses. 4'00 4'00 

10. Depreciation . 14'00 17'00 

Cost per tonne before interest charges .• 127'62 128·65 

II. Selling Price including selling and Distribution 142'15 142'15 

12. Margin of profit before inlrerest <:barse •.• 14'53 13'50 

13· Interelt on loana and working capital 9'50 10'00 

14· Margin of Profit after Interelt charges. 5'°3 3'50 

·NOTB : With effect from 1.1·7~" Sinpreni Colleries, supplien of ccal 
KurtuntaPlant,bavein the pit-beld price of cca1 by 660/,.. Thill ~ 
further increue the COlt of produc;tion by hIS' 31 per tonne at Kurt-un 
If MIa. 0Del MiIIes Authority who Il'e IUPlIIJinI coal to the other ficto 
MaDdhar abo lncreae the pit.&;d ~ice of -dicit coal by ame perce •• 
the per tonne tort of cement at Maiidhar allo will IDCreUe by Rs. r I '20. 
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APPENDIX VIn 
Summary ot conclusions/recommendations of the Committee on 

Public Unde'rtaki'ILgs contained ifll tM Report 
-------------.---- -----

S. Reference to 
No. Paragraph No. 

in the Repon 
Summary of Conculstions/Recommendations 

-_._-----,-_ .. _-_._------ -.-------.. -------- ------
(1) (2) 

I 1.8 

2 2.19 

(3) 

The Committee regret to note that even though 
the Bureau of Public Enterprises had asked all 
the Public Undertakings as far back as Novem-
ber, 1970 to formulate a statement of their objec-
tiveslobligations clearly and communicate the . 
same to the Government and even though the 
need for formulating such a statement was reite-
rated in the 40th Report (5th Lok Sabha) of the 
Cbmmittee on Public Undertakings on Role and 
Achievements of Public Undertakings, the CCI 
has not so far formulated its statement of, objec-
tiveJlobligations, except that it has only taken 
action to define the scope of work of the Corpora-
tion. The Committee recommend that the Cor-
porationlMinistry should finalise the statement of 
objectives I obligations of CCI without any further 
delay and place it before Parliament. 

The Committee note that the Cement Cor-
poration of India (Cel) was set up in 1965 to 
create cement manufacturing capacity of 5 
million tonnes by the end of 4th Plan by set-
ting up two very large cement plants of one 
million tonne capacity each and thE' remaining 
plants of smaller capacity. Just when the Cor-

poration was taking preparatory steps towards 
the attainment of the capacity, Government 
decontrolled cement w.e.f. 1st January, 1966 
and extended certain fiscal reliefs to the indus-
try and later on delicensed the cement industry 
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(1) (2) (3) 
-----.-------------------_._---

w.e.f. May, 1966. In the anticipation that the 
private sector would, in the changed circum-
stances, put up additional capacity in a big 
way, the target set for the CCI was scaled 
down from 5 million tonnes to 1.6 milUon tonne-s 
in the first instance and then to 1.2 million 
tonnes and an outlay of Rs. 23 crores was ear-
marked for the CCI for the purpose. Subse-
quently 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 full co-operation in this regard; but 
in June, 1972 the restriction 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 expected and there was 
acute shortage of cement in the country. After 
clearing two projects, viz., Mandhar and Kur-
kunta, each with a capacity of 2 lakh tonnes, 
the Corporation was advised by the Govern-
ment to go slow with its projects. The Com-
mittee find that in the short span of time 
between 1965 and 1972 the policy of the Gov-
ernment in regard to the role of CCI changed 
rather f.requent~y 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 . 
this respect and feel that the role and tar • 
set for a public sector organisation should be 
worked out after great thought and care taking 
into account the demand of the product, avail-
ability of technical and financial resources etc. 
and once these are worked out and communi .. 
cated to the undertaking, frequent changes 
therein should be avoided to enable it to con-
centrate its energies on the fulfilment of its role 



(1) 

3 

4 

(2) 

2.20 

2.21 

(3) 

and to formulate concrete time bound $Cherne. 
to achieve the targets. 

The Committee regret to note that the 
Government delicensed the cement industry 
with effect from May, 1966 in the anticipation 
that the private sector would put up ac:f'ditional 
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 sur-
prised at the decision of the Government 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 benefit of develop-
ing the industry in the more profitable areas. 
The Committee regret that it tDok five years 
ior Government to remOve this restriction. 

The Committee feel that even when a 
decision was taken in February, 1970 to bring 
the cement industry under the purview of the 
licensing provisions of the Industries (Deve-
lopment and Regulation) Act, the Government 
had an opportunity of reviewing their earlier 
decision restricting the activities of CCI to 
deficit areas and could have rectified the posi. 
tion and gone ahead with the implementation 
of their schemes. But it took more than two 
,vears for Government to remedy 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 Wl'ong 
decision on the part of Government.' 

The Committee also feel that it should not 
have been difficult for Government to foresee 
that with only two projects in the deficit area. 
and the capa~ity already taken up, the m&x.i--------------_._-----
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(1) (2) (3) -_._. __ ._--_ .. _._--

5 

6 

7 

2·22 

2.23 

2.32 
to 

2.35 

mum capacity that could be developed would 
only be 8 lakhs tonnes against the target of 1.2 
million tonnes. 

Even against the reduced target of 1.2 mil-
lion tonnes. a capacity of 0.4 million tonnes only 
could be installed by March, 1974 and no other 
project was scheduled to be commissioned by 
the end ·of Fourth Plan. The Corporation was. 
thus far behind the revised projection of 1.2 
miliion tonnes envisaged in the Fourth Plan nor 
could it realise its own expectation oi Decem-
ber, 1969 of attaining production level of 4 lakh 
tonnes by March, 1971 and 6 lakh tonnes by 
March, 1974. The Committee have given 
separate recommendation in regard to non-
attainment of the capacity elsewhere in the 
Report. 

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 deevloping the 
cement capacity in the Public Sector in the 
country with the result that shortage of cement 
persist. 

The Committee note that due to delay in 
setting up of cement plants by the Corporation. 
there has been a substantial increase in the 
capital outIa,Y. In the case of Mandhar, while 
according to the feasibility report of March, 
1966, the cost was Rs. 3·78 crores, in the 
Detailed Project Report of January, 1967, the 
cost was estimated at Rs. 4.65 crores, i.e., an 
increase of Rs. 0.87 crore. Similarly, in the 
case of Kurkunta, the increase in cost was from 

---------_._-
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Rs. 3.78 crores in March. 1966 to Ra. 4.69 CI"OlW 
in January, 1967 almost aCl'Ore of rupees. ID 
the case of Bokajan, the cost increase was frqm 
Rs. 8.32 crores in .tanuary, 1968 to Rs. 11.28 
crores in October, 1969. In the case of Paonta, 
the increase was from &.6.08 crores in August, 
1968 to Rs. 7.61 crores in February, 1970. 

The Committee understand that a plant 
with indigenous castinp nonnally takes 41 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 equipmenta 
are allowed to ~ imported. 

The Committee were informed that while 
the Mandhar plant had taken normal lead time 
of 48 months, in the case of Kurkunta, the lead 
time was more than the normal le.d time by 
over one year and there was cast 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 trans-
port bottlenecks, delay in receipt of castings, 
power shortage etc. In the case of Paonta and 
Mandhar Expansion, it was stated that the posi-
tion could not be indicated at this stage. Lack 
of experience was also stated to be as one of 
the reasons for the delay. The Committee 
were assured that the delays in future will be-
eliminated or ke~t to the minimum through a 
monitoring orianisation. The Committee were 
also informed that advance action has been 
taken to procure critical equipments, compo-
nents and machinery which are long delivery 
items in respect of new projects and a system of 
PERT has already been introduced to work out 
the responsibility of the Corporation and that of 
the Government. 

_._------_._--
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(1) (2) (3) 
---------------
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:. 

2.43 
to 

2.44 

The Committee feel that it should be possi-
ble for Government/CorPoration to reduce the 
lead time f:>r setting up the plant after 
approval of the DPR and financial sanction by 
proper planning procurement of equipmeni 
and adherence to schedules which should be 
monitored through a system of PERT / critical 
path and other management techniques. The 
Committee would also like Government to in-
vestigate 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 recom-
mend that Government should draw lessons 
from their experience so that they may guard 
against such delays in the future plants being 
set-up. 

The Committee are informed that the 
Northern and Eastern Regions 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 Corpora-
U:>n is therefore proposing to revive the Lime-
stone Investigation Division to locate beneficial 
sites in the deficit northern and eastern regions 
to be taken up in the Sixth and subsequent 
Plans. Since limestone deposits are not uni-
form, Government propose to tackle this prob-
lem by utilising the slag coming out ·of the steel 
.plants. Although the need to put up cement 
factories in the deficit areas was considered to 
be urgent even as early as July, 1967 no olants 
in the deficit area have come up so far. Boka-
jan in the eastern region and Paonta in the 
northern region are still under erection/ 
construct~on: 

The COl'(lmittee regret t:> observe the 
absence of, an advance actton in the matter of 

.- .-.......... _. __ . - --------
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(2) (3) 
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2.45 

2.52 
and 
2.53 

planning project in the deficit areas, where 
necessary, by linking these with the slag from 
the steel plants. The Committee also feel that 
the Limestone Inves1ligation Division should 
have been utilised much earlier to locate lime. 
stone deposits in these regions. The Com-
mittee expect that at least now Governmell\ 
should view this with concern and take serioUi 
immediate and definite steps to set up cement 
capacities in the deficit areas of northern and 
eastern regions. 

The Committee also note that the western 
region is also becoming 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 tonnes 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 n,:>t face the 
same situation as in the northern and in the 
eastern regions. 

The Committee note that the Government 
had issued a, directive in 1965 that the Corpora-
tion should take steps to set up two very large 
cement plants each of one million tonne capa-
ci\y per annum. They were informed that 
there were certain practical difficulties in the 
setting up of such large size plants and in view 
of these difficulties the Corporation decided to 
go in for setting a" a number of 8tan~ard size 
plants of smaller capacity. The Committee 
are surprised to note that the Government 
chose to issue a directive which turned out to 
be impract~cable and which had to be modified 
later on in view of certain constraints of which 
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(2) 

2.54: 

2.65 

(3) 
------_._-----

Government ought to have been aware at the 
time oi 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 up in the face of cons-
traints which are stated to have been standing 
in the way of CCI going in for plants of a capa-
city higher than 1200 tonnes per day and draw 
lessons therefrom. 

Cement industry being one of the oldest 
industries, the Committee feel that Govern-
ment should have standardised their cement 
plants according to economy of scale and uti-
lised the capacity available in die country for 
machinery manufacture to produce equipment 
required for ce~ent plants in the public sector. 
In this context, Government should have also 
examined the feasibility of utilising the unutilis-
ed capacity of MAMC, HMT and HEC for the 
manufacture of cement plants. 

The Committee find that the Government 
have already set up a panel under NCST pro-
gramme tOI evaluate the possibility of setting up 
of cement plants of 2,000 tonnes per day capacity 
and t:> that extent to develop the facilities of 
technical know-how in the country to manu-
facture such plants and also to undertake 
feasibility studv of indigenous production like 
larger castings, larger gear boxes and also 
transport problems of ODC components con-
nected with 2000 tonnes per day capacity plant. 
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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 of 2000 tonnes per day capacity vis-a-via 
plants of. 1000 to 1200 tonnes per day now pro-
posed by CCl and take a decision about stan-
dardising the capacities of the plants and 
machinery required therefor. 

The Committee note that the Task Force set 
up by the Government of India identified that 12 
million tonnes of cement 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 Plan-
ning Comm'ission, 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~ Yarraguntala, 
Neemuch, Tandur, Adilabad and Kurkunta Ex-
pansion 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 end of, the Fifth Plan will be 
35.S lakhs tonnes. Ot these, project estimates of 
four plants (viz.,.Tandur, Yerranguntala, Akaltara 
and Adilabad) have already been approved and 
those of Neemuch are under the consideration ot 
the GClvernment. The preparation of detailed pro-
ject report in respect of the Sixth Plant (viz., 
Kurkunta Expansion) has not been taken for the 
present in view of the power shortage in Karna· 
taka State which is considered likely to continue 
during the 5th Plan ~riod. The Committee feel 
that the estimates for ,all the projects which are 
to be implemented in the Fifth Plan should have 
beeD ready after the economic viability of the 
projects had been examined by Government· 
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The Committee feel that, on the assumption of 
power shortage in Karnataka State, the postpone-
ment of Kurkunta expansion project is unfortu-
nate. They would like the Corporation/Govern-
ment 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. 

The Committee expect that the estimates in 
l'CL~<.:ct of the sixth project Kurkunta expansion 
would also be approved by Government soon 
and be available for operation before the project 
is taken up for implementation. The postpone-
ment of Kurkunta Expansion Project will have 
effect of scaling down the targets set for 
the Fifth Plan. The Co,mmittee recommend that 
this should be avoided to prevent the gap bet-
ween the demand and supply of cement becom-
ing wider to the detriment of construction acti-
vity. 

The Committee note that while the dates of 
completion have been proposed only in the case 
of three of the five plants, the dates in respect 
of Tandur and Adilabad have not yet been indi-
cated. The Committee· are not clear as why the 
target dates for the completion of these two pro-
jects have not been finalised especially as project 
estimates for these projects have already been 
approved by Government. The Committee expect 
that the Government/Corporation should worJr 
out the realistic target dates for the completioD 
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 ha·ve been approv-
ed, the Corporation had placed orders for the 
main plant and machinery for three projects 
and the question of placing orders for the re-----------_. __ . .. -----------



• 
. (1) 

16 

(2) 

3.24 
to 

3.26 

315 

(3) 

maining two is stated to be under considera-
tion 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 result-
ing in delay in the completion of the projects. 

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 Hindus-
tan Steel Limited to carry out investigations at 6 
sites simultaneously. In view of the delicencing 
of cement industry in 1966, the Corporation deci-
ded to reduce the site investigation work from 
6 sites to 3 sites at a time after March, 1967 by 
which time the limestone investigation program-
me for the Fourth Five Year Plan had been near-
ly completed. By November, H~67, the Corpora-
tion had prospected for cement grade limestone 
at 12 sites (including one site investigated by the 
Geological Survey of India) and the investiga-
tion work at 3 other sites was on hand. As a 
result of investigation of 12 sites. a total reserve 
of 1074.33 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 producing 
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 tonneSi of limestone 
as against proved deposit.c; of 898.33 million tonnes 
already investigated, Government directed the 
Corporation in January 1968 to maintain a skele-
ton Investigation Division capable of conducting 
investigation at the rate of one site Ii year. The 
investigation of the 3 sites already in hand was 
completed by July, 1969 and the Limestone In-
vestigation DivisiOn was wound up by 31st 
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March, 1970. The Committee note that after the 
direction of Government was received in Janu-
ary, 1968, the Corporation selected only one site 
in Madhya Pradesh for detailed prospecting in 
July, 1968. The Committee regret to note that 
after incurring an expenditure of Rs. 11747 the 
prospecting work done on this site was abandon-
ed in February. 1973 because of heavy over-bur-
den and low percentage of lime. In November, 
1973, the Ministry of Industrial Development 
approved the proposal of the Corporation for the 
revival of the L.I.D. 

The Committee were informed that of the 
14 sites proved by the CCI. cement plants were 
set up or are proposed to be set up at 8 sites and 
the remaining 6 sites (Alampur, Baruwala, Jag-
dalpur, Gokak, Katni and Chittorgarh) 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 
transpcrt difficulties, lack of infrastructure, qua-
li ty of limestone, 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 Sixth Five Year 
Plan and subsequently, particularly in the deficit 
Northern and Eastern Regions. 

The Committee cannot understand why the 
so-called 'inherent difficulties' which are now 
stated to be standing in the way of setting up 
cement plants at these 6 sites could not be visua-
lised before starting investigation work there. 

They would like the Government to look into 
the 8O<811ed 'inherent difficulties' and indepen-
dently 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 fixing responsi-
bility 
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They would also like the Corporation to make 
sure before taking up any new site for lime-stone 
investigation work, that the facilities and Infra-
structure ~ecessary for setting up a cement plant 
at taat sIte the available or will definitely be-
come available in due course at that site if ulti-
mately adequate deposits of lime-stone happen 
to be located there. The Committee recommend 
t:1a;; be~ore taking up investigation the Corpora-
tion should ensure that selection of sites for 
investigation. should as far as possible be related 
to the prospects of establishing cement manu-
facturing capaci~. 

3.27 The Committee also note that besides Lime-
stone Investigation Division, Geological Survey 
of India and Mineral Development Corporation 
are also working in the field of survey and inves-
tigation of lime-stone deposits. They were in-
formed that the Geological Survey of India do 
not nonnaly give detailed indication of the avail-
ability of the various raw materials throughout 
the country and it does not normally carry out 
detailed investigation about the total quantum 
Or availability, quality and other characteristics 
of the lime-stone and because of these limitations 
of the Geological Survey of India, it was consi-
dered necessary to have a separate Lime-stone 
Investigation Division of the Corporation. The 
Corporation also thought it necessary to have a 
separate Lime-stone Investigation Division as 
each cement factory should and does have such 
a division, big or small, and 8S it has to investi-
gate suftlcient quantities of lime-stone deposits 
not only to meet the immediate needs of the ex-
i'lting plants but also for the next 50 years. The 
Committee are not quite convinced of the reasons 
advanced in support of a aeparate Lime-stone In-
vestigation Division. They would like the Gov-
ernment to examine before reviving the Lime-
II1;one Investigation Division of the Corporation 
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wh~ther t~e role of the already existing organi-
sa~lons (VIZ. Geological Survey of India and 
M~neral Development Corporation) cannot be 
sUltably enlarged to cover the functions which 
the proposed Lime-stone Investigation Division of 
t!12 Corp::>:J.tion i3 expected to perform or whe-
ther the working of all these organisations can-
not .be ~ntegrated in the interest of economy, co-
ordmatIon and better results. While undertak-
i:1,j t!1C proposed examination, Government 
shou~d a~so ke~p in view the recommendation of 
the Estimates Committee made in paragraph 4.24 
of it3 Six'ieth Report (1973-74). 

The Committee note that in November, 1973 
the Ministry approved the proposal of the Cor-
poration for the revival of the Lime-stone Inves-
tigation Division. The Committee also note that 
the revival is mainly for carrying out prospect-
ing operations for the Corporation both for pro-
jects under construction and for new projects to 
be taken up in the Sixth and subsequent Pla·ns, 
particularly in the deficit areas. The Corporation 
may' also take up worll for private agencies on 
payment basis or undertake exploration work 
abroad. The Committee are, however, informed 
that the Ministry are still thinking in terms of 
cement demand in the Sixth Plan and in which 
region the Government should go for establish-
ing cement plants so that transport costs a,re re-
duced. Though the broad projections are there, 
no location for the Slxth Plan had been finalised. 
The Corporation is also stated to be in touch 
with the G.S.!. and other Corporations. The 
Committee are surprised that how in the absence 
of any information about the demand in the Si~th 
Plan or about the location of the plants, the Mm-
istry have approved the proposal of the Co~ra
tion for the reviv,al of the L.I.D. The CommIttee 
suggest that before the Division is actually re-
vived, Government should assess the usefulness 
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of the Division especially in the context of the 
sites already prospected and utilised. 

The Committee note that one of the functions 
of the Corporation is to act as the store house 
of infonnation on the cement grade lime-stone 
deposits in the country for the expansion of r.apa-
city in the public as well as private sectors. The 
Corporation bas been receiving enquiries from 
private parties and submitting quotations in reply 
to the enquiries but only one site (Nimbahera-
Rajasthan) has been investigated by the Corpora-
tion for a private party SO far, for a fee of Rs. 1.98 
lahks. 

The Committee are informed that MIs. Asso-
ciated Cement Co. a private sector organisation, 
which also has a Lime-stone Investigation Divi-
sion, had been doing work for the private parties. 
Further, the parties had set up plants in very 
good a·reas where deposits were already known. 
The Committee were also informed that when 
L.l.D. was started there were not much known 
deposits and the Croporation had to work on the 
basis of a 5 million tonnes capacity of cement. 

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

In view of the past experience the Committee 
however suggest that Government/Corporation 
should consider whether the L.l.D. on revival 
should at all undertake work on behalf of private 
parties. 

The Committee note that in November, 1967 
the corporation took up prosecuting work near 
Baruwala in Dehra Dun which was a deficit area 
and after proving 1ime-Stone deposits, prepared 
a project report for setUng up standard size plant 
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of 600 tonne per day capacity. Since the consul-
tants suggested a higher capacity plant for 
achieving economy in scale, the project report 
was re-cast and the revised project report envis-
aged installation of a ropeway which had to go 
down a veI.'Y steep slope. The Corporation was 
therefore studying the problems. In the mean-
time, the execution of the project stood deferred. 

3.50 

The Committee are informed that the study of 
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 Cor-
poration should have foreseen the necessity {or 
the installation of the aerial ropeway even Rt the 
time of the feasibility study of the Project and 
should h&ve tied its arrangements with the Rail-
ways before taking up the project and incurring 
an expenditure of Rs. 10.56 lakhs and ultimately 
deferring the Project. The Committee would 
like Government to investigate as to why these 
aspects were not considered before the execution 
of this project in the deficit are& was taken up 
responsibility fixed and Committee informed of 
the action taken. 

The Committee would also like the Govern-
ment to press upon the Railways for providing 
siding facilities at the neJlrest rail-heads in view 
of the cement shortage in the region. 

The Committee regret to note that, while 
selecting the sites and employing the parties for 
investigation work, no estimate of cost was fram-
ed for Solly of the sites nor the ~pe Of. work 
mentioned. It was stated that, the organIsation 
being in initial stage, estimates could not be pre-
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pared and they would be prepared in futul"e'. 
The Committee need hardly stress that estimate. 
of cost are essential for the purpose of control of 
C06t and assessing the performance. The Com-
mittee, therefore, recommend that the Corpora-
tion should take steps to see that, before taking 
up the work, estimates of cost are prepared with 
complete details so that the investigating parties 
know in advance the parameters of work and the 
ceiling of expenditure within which they have to 
operate. 

22 ,U3 The Committee note that the cement plants. 
are of two types--dry 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 consump-
ton is 10 to 15 per cent more in the dry process 
plant than in the wet process plant. On compari-
son, 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. All the plants en-
visaged by the Corporation to be undertaken dur-
ing 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 s>ver wet 
process plants, the Committee cannot but take 
note of the acute shortage of power experienct'!d 
ahnost all over the country. They hope that the 
Corporation too is not oblivious of this pheno-
menon. The Committee also understand that 
there are two main constraints in the dry pro-
cess viz. the minor mineral content (alkali and , 
chlbride content) in the raw material and the 
calcium carbonate content of the lime-stone in 
India being just marginal. Introduction of high 
ash coal may, therefore, depress some of the 



."(1) (2) 

23 4.14 

24 4.21 

322 

(3) 
------------------

minerals which give rise to early strength and 
hence may have an effect on the quality of 
cement. The Committee would like that Gov-
ernment 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 pro-
cess. The Committee would like to be informed 
of the results. 

The Committee also note that the Acti(JD 
Committee on Public Sector Undertakings head-
ed by 8hri M. 8. 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 pOSition it may 
not be possible to undertake this work on imme-
diate basis. They would like the Government to 
give a serious thought to the considerations and 
the objectives underlying the recommendations 
made by the Action Committee and see whether 
the decision taken by the Board of Directors of 
the Corporation is in the interest of the Corpo-
ration in the long run. 

The Committee note that' the Corporation 
has started manufacturing fly-ash pozzolana ce-
ment at its Kurkunta Plant from February, 1974. 
The results of the test are stated to have proved 
that the fly-ash pozzolana cement is even better 
than the prescribed Indian standard specifica-
tions of ordinary portland cement in certain 
respects. Fly-ash is an industrial waste obtain-
able 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-Ba-
darpur-Faridabad complex of thermal power 
stations will be technically and economically a 
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feasible proposition. The Institute has also com-
pleted a feasibility report for manufacture of ce-
ment from fly-ash from Nellore thermal power 
plant in Andhra Pradesh for a cement manufac-
turer and is now engaged on the question of uti-
lising fly-ash from Panki thermal power plant 
in Uttar Pradesh for another cement manufac-
turer. The Committee would urge the Corpora-
tion to examine the economics of this new pro-
cess and see how it can make use of this pro-
cess to set up new cement factories in areas par-
ticularly in the defiCit. Northern and Eastern re-
gions, wherever the fly-ash is available in plenty. 

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 ce-
ment at consumers' end. They feel that the Cor-
poration is rp.monsible not only for manufactur-
ing cement of the prescribed standard but also 
for ensuring that the cement being sold by the 
dealers authorised by it under its trade name 
conforms to those standards. . The Corporation 
should not merely wait for complaints from con-
sumers but should also conduct surprise checks 
on the quality of cement stocked with the dea-
lers. In this connection they would wish to draw 
the attention of the Corporation to the recom-
mendat10n made by the Estimates Committee of 
Lok Sabha in paragraph 6.32 of their 60th Re-
port (Fifth Lok Sabha-April, 1974) on availabi-
lity and distribution of Cement and reiterate 
that suitable measures should be taken by the 
Corporation in respect of the cement manufac-
tured by it and sold by its:authorised dealers to 
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ensure that cement of req,uisite quality is sup-
plied to the urtimate consumers. 

The COmmittee note that though the State 
Government granted the mining lease for 404 
acres of land in April, 1967 which included :i32 
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 Nov-
ember, 1972 for Rs. 4,:.13 lakhs. Negotiations for 
the balance are still stated to be in progress~ 
The Committee are informed that as the pro-
ceedings for acqUisition were pending with Gov-
ernment 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 overburden and 
heavy blasting operations. 

On an application of the Corporation in De-
cember, 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 Janu-
ary, 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 Cor-· 
poration should not have' felt the sense of urgen-
cy and taken up the matter through the Ministry 
with the State Government and why it shou1d 
have waited till ~ovember, 1969 to seek the per-
mission: ". The Committee recommend that this 
matter shquld be settl¢without further delay 
and the Committee informed. 
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27 5.28 The Committee also note that the increase in 
to the estimates for' Mandhar 'Plant sanctioned in 

5.29 July, 1972 for Bs. ~ lakhs over those included 
in the Det'ailed Ilroject 1teport and sanctioned 
by Government in June, '1'*9 for Rs. 451 lakhs 

. was mainly under EStablishment expenditure 
.... J during construction (Rs. 14.35 lakhs), civil works 

(Rs. 7.47 lakhs), electrical installation (Rs. 4.63 
lakhs) and headquarters overheads (Rs. 16.23 
lakhs). The actual expenditure on erection cost 
including establishment expenditure during con-
struction amounted to Rs. 29.64 lakhs against the 
provision of Rs. 11'$.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 lakhs 
made in the approved estwates would be ade-
quate to cover the expenses of the staff employ-
ed during construction Period as well as staff 
employed for erection purposes though no break-
up of the provision under the two heads was in-
dicated. Subsequently, the Management decid-
ed to get the erection work 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 techni-
cal know-how for erection absorbed Rs. 15.29 
lakhs and after meeting the expenditure on the 
maintenance of establishment during construc-
tion, the total actual expenditure on this account 
exceeded the sanctioned estimate by Rs. 13.14 
laths, thus registering an increase over the pro-
vision in the revised estimate 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 expenditure on erection and es-
tablishment expenditure during construction was 
contemplated to be Illet out ~f the provision of 
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Rs. 18.69 lakhs under contingencies. Though the 
inadequacy of the provision was brought to the 
notice of Government before sanction of the 
DPR, Government had not chosen to revise the 
provision on the basis of known factors but re-
duced the provision under contingencies. Ln the 
opinion of the Committee, meeting the expendi-
ture on establishment 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 separately so that control of 
costs over establishment was possible. 

The Committee recommend that the Govern-
ment/Corporation should ensure that estimates 
of the project are realistic and not so wide off 
the mark as otherwise the very purpose of hav-
ing the estimates is likely to be defeated. 

The Committee also note that there was .an 
over-all increase of Rs. 13.39 lakhs in the actual 
expenditure under civil works over the provi-

sion in the DPR after absorbing the savings under 
water supply and sewage disposal and resi-
dential buildings. The excess has been attri-
buted to an extra expenditure of Rs. 25 lakhs 
on factory buildings, foundations and welfare 
buildings due to increase in the quantities 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 harder 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 
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foundation but the plant suppliers had also to be 
paid an extra amount of as. L5 lakhs because of 
the change in the design of the crusher necessi-
tated in the light of analysis of the raw materials 
etc. The Committee were informed that in terms 
of letter of intent dated 29th June, 1965 sample of 
raw material was to be collected by the plant 
suppliers in association with the undertaking and 
tested before commencement of manufacture 
of machinery, There was no mention in the 
letter of intent for varying the quoted price ot 
Rs. 137,58 lakhs. 

The agreement with the suppliers also men-
tioned 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 ac-
count. Actually when contract was concluded 
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 ot 
these adjustments, the over-all price of Rs, 137.58 
lakhs was reduced to as, 137.08 lakhs. 

The Chairman and Managing Director of 
the Corporation informed 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 approv-
ed by the Board at that time. The Committee 
were informed that as a result of adjustments 
upwards in some cases and downwards in other 
cases, the ultimate contract price is stated to 
have been reduced from Rs. 137.58 lakhs to 
Rs. 137.08 lakhs. The Committee need hardly 
stress that letters of intent formed the basis 
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Of contrilcts and there should not be any change 
ih the provisions stipulat:eCi in the letters of 
intent. The Committee are also not happy that 
such chahg~s shotilCl have been made without 
the approval of the Board although the over-
all effect of the changes is a reduction in the 
total value of the contractual amount. The 
Committee recommend that Government should 
close~y examine the justification for such changes 
which have led to an extra contractual obliga-
tion. The Committee may be informed of the 
results. 

The Committee note that the Headquarters 
overheads which were estimated to be Rs. 5.20 
lakhs and approved at that level by Govern-
ment in 19'69 rose to Rs. 20.43 lakhs registering 
an increase of almost 300 per cent which is 
stated to be due to less number of cement pro-
jects having been taken up than earlier anti-
cipated and due to 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 
agreeable to increase the provision under this 
head. In spite of this, the Committee are sur-
prised that Government had not taken any 
action to reduce the overhead expenses by prun-
ing the establisillnent to the extent necessary. 
The Committee find that the staff strength in-
creased from 97 in 1969 to 155 in 1973. It was 
stated by the Management that the staff stren-
gth was always realistic to meet immediate 
needs. The Committee recommend that Gov-
ernment should examine the justification for 
such huge expenditure on Headquarters which 
has cauSed the increased allocation of overheads 
to the i~dlvicitial p~ojects iilt'a fix the strength 
on a realistic basis. 
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The Committee note that the M.P. Govern-
ment Tariff indicated that H.T. power can be 
made available at 3S/it K. V. While formu-
lating the project report, an estimate was pre-
pared for supply of power by Madhya Pradesh 
State Electricity Board at 11 K. V. and in the 
body of the report it was mentioned at 33 K. V . 
power supply. 

The M. P. Government having regretted to 
~upply power at 11 K. Y., an extra transformer 
bad to be installed by the Corporation for step-
ping 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 m3Y be investigated with a view to 
pin-point responsibility for this costly lapse. 
The Committee may be kept informed of the 
results. 

The Committee note that the contract for 
civil works was awarded to one MIs. Wig Bro!':. 
in July, 1967 and the work was to be completed 
in a period of 12 months. The item-wise sche-
dule for completion 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 etxended from time to 
time tm 30th April. 1,D10.. 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 con-
-tractor filed with the Arbitrator a claim amount-
ing to Rs. 23.29 lakhs (Rs.. 15.62 lakhs on ac-
.count of prolonged period of execution of work 
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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 that not only the Corporation failed to 
make out a case for imposing liquidated damages 
on the contractor 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 machinery 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 
month to 12 months in the completion of erec-
tion work. Taking into account all the facts 
and as the delay on the part of the contractor 
and the Corporation was 11 months, the Cor-
poration 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 de-
layed the implementation of the project by 2/~ 
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 machi-
nery was considered by the Board which ulti-
mately decided to condone the delay and release-
the payment after adjustment/recovery of cer-
tain amounts to the extent of Rs. 2.5 lakhs. In 
effect the Corporation has lost the claim for-
liquidated damages to the extent of Rs. 16,000. 
The Committee feel that in both the contracts: 
relating to construction of civil works and sup-
ply and erection of plant and machinery, beca-
use of the delays on the part of the Corpora-
tion, it could not sustain its claims against the-
contractor. The Committee recommend that 
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the Corporation should learn a lesson from 
this experience and avoid such delays in future. 

The Committee are informed that a Monitor-
ing and Evaluation Cell has now been set up. 
to coordinate and monitor all activities connect-
ed with the implementation of the new projects •. 
They hope that at leMt now such delays will 
be avoided and the new projects will be-
completed as per schedule. 

The Committee regret to note that though. 
the gl1arantee performance runs for the 
individual units commenced from 21st Marc •.•. 

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 Milt 
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 com-
ments separately in regard to the defects noticed 
in the plants. 

The Committee note that as against the 
guaranteed output of 200 tonnes per hour the 
crushing plant had been giving only 160 tonnes 
per hour because of the defective positioning of 
the push feeder and hopper with respect to 
wagon tippler which necessitated employment of 
extra labour at a cost of Rs. 15000 per year to 
push the blocked boulders maimally. The plant 
was not capable of running continuously and 
producing U:t;> req,lireri quantity r,f 11)~'2 trmnes in 
(lne shlft so; originally contem;..lat~ with the 
result that it had to be run in two shifts necessi-
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tating employment of exira staff costin'g about 
Rs, 30,000 per year. The plant supplier had 
fulfilled the guarantee test with an output of 200 
tonnes per hour, but the granulometry of lime-
stone was little short for which the plant supplier 
had paid the penalty. The spread over of opera-
tion to second shift was necessary because the 
sequence connected with the winning of the lime-
stone, transport of lime-stone by means of dump-
ers into wagons and thereafter by tipping mecha-
nism into the hopper could not be maintained at 
200 tonnes per hour. The Committee are inform-
ed 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. The machinery 
supplier and civil engineering consultants were 
responsible 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 informed that though in the initial stage, 
there was the problem of keeping the sequence of 
supply of lime-stone, the problem was solved by 
employment of extra labour. However, the main 
problem o.f maintaining continuity of trains still 
remained. The operation in one shift was posing 
problem due to (a) transportation because the 
N.G. locomotives purchased from Railways were 
very old; (b) raising of limestone partly manual-
1y and partly mechanically; and (c) synr.hroni-
'Bation in winning, transportation 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 for 24 hours. The 
Managing Director stated during evidence "as 
per records we find that they have given test for 
~sh1ng plant for 8 hours. During that 8 hours, 
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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 under-
stand as to why the Corporation had not insisted 
on a guaranteed performance of integrated work-
ing 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 engi-
neering contractors and supplier of plant and 
machinery who are responsible for the defective 
positioning of feeder and hopper which had 
resulted in employment of extra labour with a 
recurring expenditure of Rs. 15,000 per year. The 
Committee recommend that this matter should 
be investigated with a view to fixing responsi-
bility and the Committee informed of the results. 
The 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 interest 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 econo-
mics of raising lime-stDne partly by manual and 
partly by mechanical operations in the context of 
maintaining continuity of supply. 

The Committee note that the guaranteed 
output of 50 tonnes pel' hour of the Raw Grind-
ing Mill on dry basis was obtained at the time 
of guarantee test by working the mill below 80 
per cent of the full load and even at this low 
Ibad the ftexible coupling towards Mill end and 
the pinion and girth geir of the Mill were seen 
weartn'g out fast, possibly because of wrong 
sPecifications and defective materials used by the 
suppners. As the period of six months from 
the date of commissioning during which free 
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replacement of the equipment could be obtained 
had passed, the suppliers refused to own any res-
ponsibility 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 be replaced. The-
Committee cannot understand why the guaran-
tee test was done by working below 80 per cent 
of the full load and not with full load. The-
Committee are not sure whether the guaranteed 
performance was established after 24 hours or 
working as stipulated in the a'greement. They 
would lie the Government to examine the mat-
ter and determine whether the initial lapse of 
not conducting the guarantee test with full load 
had not resulted in the wrong specifications and 
defective material remaining undetected within 
the guarantee period causing recurring loss t() 
the undertakin'g, and if so, who was responsible 
for the lapse. 

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 and a half years of work-
ing resulting in small pieces of grinding media 
and coal powder coming out and contaminating 
the lubricants and damaging the girth gear 
pinion. Though these defects have been set 
right, the Committee are informed that both the 
raw grinding 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 perfor-
mance guarantee for Raw Mill was for 24 hours 
and the Corporation has recently introduced a 
'guarantee for a sustained production for 7 dayS' 
continuously. At the time of agreement, as there 
was no such element of IJ .tained production, 
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the Committee feel that this factor should have 
been taken into account and suitable clauses 
stipulated in the agreement. 

The Committee hope that the Corporation! 
Government will learn a lesson from the exper-
ience and ensure that clauses for guarantee per-
formance in agreements should provide for a 
sustained production for a continuous period 
with deterrent penalty for failure. The Com-
mittee would like the Government to issue suit-
able instructions in this regard for the guidance 
of all the public undertakings. 

The Committee note that although the per-
formance guarantee of Kiln gave an output 
higher than that envisaged on the agreement, 
the operation of the kiln revealed that the dust 
catching arran'gement was inadequate, dust 
feeding system was unsatisfactory 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 charac-
teristics of the slurry made from limestone avail-
able at Mandhar without any argillaceous mate-
rials and having no binding material in it were 
prone to breaking due to low strength of nodules, 
thereby causing excessive dust formation. 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 preparation of D.P.R. and by the sup-
pliers 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 materials and plant suppliers have sup-
plied a standard p.lant with conventional dust 
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arresting system. The Committee are informed 
that the raw materials w~re tested only for 
cht!lJli~al composition :t9 cJ~~rmine 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 lime-stone 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 evalua-
ted in all respect, to get the required data for 
the designing. and sizing on the various equip-
ments and other auxilliary equipments". The 
Committee are surprised that in spite of this, this 
information was not supplied to MIs. KCP. 

The Managing Director aqmitted that a repre-
sentative sample of 300 tonnes could have been 
sent before placing the orders for plant and 
machinery instead of sending it after placing the 
orders. Due to these lapses on the part of 
the Corporation, the plant supplier supplied Co 

standard plant for Mandhar with a conventional 
dust arresting system which proved to be 
inadequate to cope with the excessive dust forma-
tion 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 Josses 
in the plant were high and in 1972-73 alone, the 
value of dust loss over and above the normal loss 
was estimated to be Rs. 0.78 lakh. The Managing 
Director admitted during evidence that if the 
machinery could have been properly designed 
that much loss would not h~vc~ been there. Even 
though 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 equipmen~, thE' Committee 
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cannot but express their unhappille~s at th& 
routine and casual manner in which the DPR 
appears to have been p~epared Rnd the order for-
plant were placed. ' . 

The Com!lli~tee r~commend that Government' 
shclUld investigate the whole 'matter with a view 
tq fi~in'g responsibility and draw leRsoru. in the· 
future. 

5.108 The Committee note that a scheme for 
modifications to be made in the dust collecting 
system and arresting the dust lossc3, etc. had 
been approved by Government as early as Octo-
ber, 1972 and this scheme has not been imple-
mented so far. The Ministry have admitted that 
'there is delay in implementing this small scheme· 
which is costing over Rs. 32 lakhs and we are now 
expecting that this will be completed in another 
six months' time, by the third quarter of 1975'. 
The Corpmittee recommend that this work should 
be completed without further delay in the inter-
est of arresting dust losses. 

5.115 The Committee note that though the guaran-
teed output of Cement Mill was achieved during 
the guarantee performance test, due to certain 
defects developing later on, the Mill had to be 
run at a low load resulting in lower output vary-
ing between 67-70 per cent of the rated capacity. 
Besides. the major breakdown of torsion shaft 
and certain other breakdowns due to faulty 
designs and defective materials caused stoppage· 
of the Mill for nearly 600 hours in January, 1972 
resulting in loss of production of 21,000 tonnes. 
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 attend-
ed '1.0 and the Mill is now stated to be running 
I.t!ifactorily. It appears that under the present 
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scheme of things it is not normally 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 material, of which it is made being of 
inferior or defective quality how the plant sup-
plier can escape responsibility therefor is a matter 
which requires to be gone into critically. The 
Committee would like the Government to exa-
mine this matter from legal angle and if necessary, 
consider whether the responsibility of the plant 
supplier for using defective material, even if the 
defective material is detected after the guarantee 
period, cannot be explicitly incorporated in the 
agreement for supply of plant and machinery. 

5.120 The Committee note that the Corporation 
procured a packing plant at a -cost of Rs. 8.36 
lakhs and though the guaranteed output of 60 
tonnes per hour of each packing machine was 
achieved during the guarantee performance test, 
certain automatic devices of the Packing Pla·nt 
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 prevailed in the Plant, these automatic 
devices did not work after some time and to the 
knowledg~ of the management these were not 
working in other units also. If these automatic 
devices do not work satisfactorily in cement 
plants in general, the Committee fail to under-
stand as to why such automatic equipments be 
procured at all for Packing Plant particularly 
when the plants are ir .ported after spending 
scarce foreign exchange. The Committee would 
l~e the Government and the Corporation to exa-
mine the desirability of procuring such automatic 
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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. 

5.121 The Committee note that the automatic 
devices have started functioning from November. 
1973. In spite of the mobile bag conveyors func-
tioning now. manual labour has to be engaged for 
lifting the bags from the mobile bag conveyors 
and proper stacking of the same in wagons I 
trucks. The Committee recommend that the Cor-
poration should in the interest of fuller utilisa-
tion of the mobile bag conveyor consider elimi-
nation of manual labour and avoid the expendi-
ture thereon. 

5.129 The Committee note that all the defecta 
noticed in the plant and machinery supplied by 
Mis K. C. P. for Mandhar Unit were discussed at 
a meeting convened by the Ministry of Industrial 
Development at which the technical experts of 
the Government and representatives of the Cor-
poration and the plant supplier were present and 
after considering pros and cons of all the matters. 
recoveries aggregating to Rs. 2,'50,448.58 in terms 
of the contract were made from the plant sup-
plier .. Even if the amount of penalty realised 
from plant supplier for the defective machinery 
may be 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-utilisation of the plant is a point which 
the Committee would like the Government to con-
sider while assessing the overall performance of 
the plant supplier and derive lessons therefrom. 

5.137 The Committee regret to note that though 
the Corporation procured machinery worth Rs. 
1B.47 lakhs during February, 1969 an1l August, 
1969 for quarry operations. the mechanical opera-
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tions in the quarry were commenced in Decem-
ber, 1970. As a result, certain equipment of the 
value of Rs. 18.17 lakhs could not be put to any 
~se upto December, 1970. Besides, the Corpora-
tIOn had to resort to raising of limestone w.e.f. 
September, 1969 through the agency of contrac-
tors. Even after December. 19'710, the mechanical 
operation had to be suspended during May, 1971 
to October, 1971 as the machinery was diverted 
to rehandling of accumulated stock of limestone. 
The Committee were informed that out of 9.25 
lakhs toni'es of limestone raised from September, 
1969 to Mc:rch, 1973, a quantity of 8.38 lakh ton-
nes was raised through contractors and the 
balance through departmental machinery. It has 
been stated that because of low utilisation of the 
machinery, the cost of raising limestone through 
departmental machinery is almost double the cost 
of the contractor which has got an effect on the 
cost of production of cement. The Committee 
were informed that delay in the commencement 
of the mechanical operation was due to delay 1n 
the acquisition of the land. In the opinion of the 
Committee. this could have been avoided by pro-
per planning ana the machinery put to effective 
use. The Committee would like the Government 
to investigate the reasons for delay in the com-
mencement of the mechanical operations and exa-
mine why the cost of raising limestone through 

departmental machinery is almost double the cost 
of doing this work through a contractor and draw 
leFns therefrom. 

43 5.150 The Committee note that the DPR envisaged. 
mechanical operations in the quarry to meet the 
factory's requirement of 30,000 tonnes of lime-
stone 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 

.' 
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operations was 15,000 tonnes per month i.e. 
1,80,000 tonnes annual~y, but, against this, the 
Corporation raised only 86,000 tonnes of lime-
stone (including over burden..-25464 tonnes) in 
1972-73, They regret to note the under-utilisation 
of the mechanical equipment deployed for raising 
limestone. 

The Committee note that the initial expecta-
tion on the basis of prospecting work done was 
that a single face of the quarry could be develop-
ed 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 faces. The existing three dumpers 
and one shovel were, therefore, considered in-
adequate and additional equipment (one addition-
al shovel and 2 dumpers) costing Rs. 10.64 lakhs 
have been/are being procured to raise the entire 
requirement of 30,000 tonnes of limestone per 
month. They were infonned that limestone at 
Mandhar being just of marginal quality, it would 
be difficult to maintain the required quality of 
limestone if cent per cent mining was done by 
mechanical means. It was considered neeessary 
to blend the mechanically raised limestone with 
manually raised limestone 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 ca~a
city of the additional equipment procedure/bemg 
procured is to raise 1,000 tonnes per dQY. The 
Committee would like the Corporation to review 
the quantum of additional equipment being pro-
cured and make sure that only the minimum 
number of additional items are procured 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. 

44 5.152 The Committee note that during 1973-74, 
97.133 M.T. of limestone were raised by meehanj· 
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cal mining and 71000 M.T. by manual mining. 
The costs per tonne 01 raising limestone mechani-
cally 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 limelttone in the cost 
of production is Rs. 18.68 in 1973-74 against the 
rate of Rs. 7.70 assumed in DPR. The Committee 
were informed that out of 3,25,000 M. T. of lime-
stone required per year for Mandhar Plant, about 
two-third, i.e. over 2,00;000 M. T. would be raised 
by mechanical means, and this will bring down 
the cost of mechanical operations. It was how-
ever stated that it was not feasible to raise the 
full quantity of 3,25,000 M. T. of limestone per 
annum mechanically only and as such recourse to 
manual mining could not be avoided. The Com-
mittee regret to note that the mechanical equip-
ment deployed for raising limestone had not been 
fully utilised. They would like the Government 
to go into the reasons for under-utilisation of 
equipment with a view to fixing responsibility. 

The Committee are distressed to note that the 
cost of raising limestone mechanically is much 
more than that of manual raising. Tl\ey would 
like 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 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. 

The Committee note that as already stated 
the Corporation purchased 1 shovel of I! c.yd. 
and dumpers of 10 tonnes each in March, 1969 
and August, 1969 respectively against the 2i c. 
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yd. shovel and 16 tonne dumper provided for 
in the DPR. It had been clarified by the Man-
agement 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. yd. capacity shovel. Besides, the dum-
per capacity had to be matched with capacity 
(10 tonnes) of narrow sause wagons. The Com-

. ".r· mittee do not understand how, in spite of these, 
the DPR provided for procurement of shovel of 
2! c.yd. and dumper of 16 tonne capacity with.., 
out taking into account all relevant factors. The 
Committee had been repeatedly pointing out 
that the Dl'lt should be prepared taking into 
account all kn~ factors. The Committee re-
iterate that the OPR shouid be prepared realis-
tically taking all known factors into account. 

5.173 The Committee note that as against the ins-
to taIled capacity of 2 lakh tonnes, the target 

5.174 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 in-
formed that the Task Force on cempnt industry 
bad -assessed the attainable capacity at a figur! 
of, 85 per cent utilisation of capacity which 
worked out to 1.70 lakh tonnes and due to ex-
pected short supply of wagons for the movement 
of cement, the target was fixed at ~ .68 lakh 
tonnes in 1973-74. The Committee pee no reason 
why the target for 1973-74 should be fixed at 
1.68 lakh tonnes less than the attainable capacity. 
When the plant attained 90 per cent utilisation 
in 1972-73, the Corporation, considering the 
shortage of wagon supply. reduced it further to 
1.68 lakh tonnes. 

The Cn"Omittee note that the actual working 
hours of the different plants of the project have 
always been less than the available working 
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hours during the period 1970-71 to 1973-74. The 
total number of stoppages in the working of 
crusher increased from 1255 hours in 1970-71 to 
3796 hrs. in 1973-74. Similarly, in the case of 
Packing Plant, the total number of hours stopped 
increased fu'om 2814 hours in 1970-71 to 5370 in 
1973-74. The stoppages were mainly caused by 
mechanical and electrical defects, power cuts 
and other "miscellaneous constraints", To ob-
viate the stoppages On account of mechanical and 
electrical defects, systematic preventive main-
tenance is stated to be in vogue but from the 
large number, of hours lost on this account, the 
Committee recoIl)IDend tha~ there should. be 
regular and periodical preventive maintenance 
to all the points so that stoppages due to mech-
ani ('Ill troubles could be reduced, if not elimin-
ated, 

The Committee also note that the Mandhar 
Plant has a rated capacity of 2 lakh tonnes per 
year and its capacity utilisation has been 74 
per cent in 1970-71, 82 per cent in 1971-72, 90 
per cent in 1972-73 and 76t 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 in-
adequate supply of wagons. The Corporation 
stated that the power interruptions were still 
there and the question of wagon supply Was be-
ing pursued with authorities concerned from time 
to time and there had been' no improvement in 
the quality of coal supplied even though the mat-
ter had been taken up with Linkage Committee. 
As against" this, the representative of the Minis-
try !'Itated that the coal supply had improved tre-
mendously and so also the wagon supply, The 
Commit~ would like Government to study the 
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difficulties of the Corporation in depth and do 
all that is in their power to resolve them to en-
able the plant authorities to increase production. 

48 5.176 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 1972-73 as com-
pared to the maximum of 80 per cent achieved 
by the industry in 1972. But what is disappoin-
ting is that after achieving 90 per cent utilisa-
tion of capacity in 1972-73, it slumped to 761 per 
cent in the following year (1973-74). The Com-
mittee find that the various sections of the plants 
actually worked between 300 days (5840 hours) 
and 343 days (7946 hours) in 1971-72 and '972-73. 
The Committee find that, except for Kiln, all 
other sections of the Mandhar plant have suffi-
cient built-in capacity to achieve a rAte of pro-
duction of. cement higher than that of 2 lakh 
tonnes. Even in the case of Kiln, the capacity 
II more than what is required to produce 2 lakh 
tonnes of cement in a year. The Committee feel 
that the Mandhar Plant is capable cf producing 
more than 2 lakh tonnes of cement per annum 
and utilisation of even 90 per cent of the capa-
city should not lead to any sense of complacency 
in any quarter. The Committee urge that the 
Corporation should determine the attainable 
capacity of the Mandhar Plant as a whole taking 
into account the available in-built capacity and 
make all out effort to operate each section of 
the Mandhar Plant to the maximum level and 
compare its perfonnance with reference to the 
attainable capacity and not with reference to the 
capacity of 2 lakh tonnes as originally envisaged. 
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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 capitailioua and development re-
bate. According to the revised profitability pro-
jections worked out in June, 1971, it was antici-
pated 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 utili-
sation 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 
19'71-72 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 capa-
city utilisation was 90 per cent and 76.5 per cent 
respectively. Due to continued control of 
cement price and continuous increase in the cost 
of, production, the profitability in the cement 
industry as a whole is stated to have been ad-
versely affected. With a view to bring down the 
cost of production, 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 imperative 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 Corporation 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' mechani-
cal mining economical, keep stores, c;pares, and 
staff strength under strict control and take other 
measures to cut cost of production 1'111 around. 
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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 achievement of economic via-
bility. They would like the Corporation to work 
out the efficiency ratio at which each section of 
the plant should be operated to achieve the 
objective of 8.3 per cent return on capital invest-
ment as envisaged in the DPR, identify the pro-
blems that stand in the way of achieving the 
desired efficieucy ratio and then concentrate all 
efforts on solving these problems. 

The Committee would also like the Corpora-
tion to work out fresh profitability projections 
with reference to the current prices and wages 
and assess the perfonnance to see how far the 
efforts made have improved the profitability with 
reference to such profitability indices. 

The Committee note that HSL had a proposal 
of settting up cement plant of 1st own for l1sing 
the slag available at the Bhilai Steel Plant. Al-
though it was decided as early as July, 1965 that 
this work could be advantageously taken up by 
the Cement Corporation of India, no action was 
taken on the proposal till January, 1969. The 
Committee note that in May, 1969, the H.S.L. in-
formed the Ministry that it would be in a position 
to meet the requirel'Jlent of the granulated slag 
of the Cement Corporation of India to the I!xtcnt 
of 1.8 to 2 takh tonne'S per annum at the price 
which was being paid by Mis. A.C.C. for slag 
supplied to them and acc(\Tdingly they intimated 
the price in August, 1969 to the Corporation. 
Even then it was only in Novembr, 1970 that the 
Corporation prepared the project report for ex-
pansion of Mandhar Project on the basis of gra-
nulated slag and after approval by the Board. it 
was sent to the Ministry in February, 1971. The 
approval of the Ministry was accorded in March, 
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1972. The Committee regret to observe that the 
Corporation lost more than four years of valu-
~ble time in initiating B;ction to prepare the pro-
Ject 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 Commit-
tee are informed that the time taken bv the Cor-
poration in fulfilling the preliminaries in connec-
tion with this project was necessary to eva,]uate 
the mineralogical composition of the clinker at 
Mandhar to determine the maximum quantity of 
slag that could be exploited to manufacture 
cement. The Committee are not at aU 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 pri"c~ during the 
period, Governmen~ should review the proposal 
and its effect on the cost of production and eco-
nomics of the project and bring the details to the 
notice of the Parliament. 

The Committee note that in response to the 
tenders for plant and machinery invited in Jan-
uary, 1972 in anticipation of Government sanc-
tion to project estimates, quotations were receiv-
ed in May, 1972 from only two out of the six 
firms on the approved list. The offer of MIs. 
ACC was for Rs. 238 lakhs with bought-out items 
and that of Mis. I.S.G.E.C. 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 septem-
ber, 1972. In view of the substantial 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 valid 
upto 30th September, 1972. This offer was again 

-----_._-_. -.--- .. ,--- -----
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, 
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 consi-
dered and the tender of Mis. ACC was also not 
accepted. Fresh tenders were invited in October, 
1972 to be submitted by February, 1973 and sub-
sequently extended to April, 1973. The Commit-
tee were informed that the Corporation could not 
finalise the tender as they were awaiting the sanc-
tien of the revised estimates sent to Government 
in September, 1972 as the cost of plant and machi. 
nery had doubled. The Committee regret to ob-
serve that in view of the delay in the finalisation 
of the tenders by the Corporation, the CQst of 
plant and machinery had escalated, resulting in 
increased. capital investment on plant &nd machi-
nery by the Corporation. 

The Committee are in~ormed that the fresh 
tenders invited in October, 1972 were finalised 
and orders for packing!>lant were placed in Nov-
ember, 1973 and for the slag drawer &nd ceme'1t 
mill in March, 1974. It we;; stated that the prices 
quoted in the tender of ACe in May, 1972 were 
inclusive of bought-out items while the orders 
placed were exclusive of bought-out items. Fur-
ther, 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. • 

The Committee fail to understand why the 
requirements were not correctly assessed earlier 
in 1972 and the tenders invite,) at that time for 
the exact specifications and requirements. The 
Committee are also informed that even the item· 
wise break-up of rates given in May, 19'72 were 
not available. The Committee are not sure how 
in the absence of the break-up, the reasonableness 
of the rates was asessed. The Committee would 
like that the entire matter should be thoroughly 

---- -----_._--
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examined by Government and the Committee in-
formed of the results. 

The Committee note that though the Corpo-
ration invited tenders for civil works and the 

amount of tender was well within the provision 
in the project estimates, the Corporation did not 
accept the tender on the ground that the DPR 
was being revil'led in view of the overall incr£'as-
ed cost of the project. Moreover, it was sta.ted 
that early acceptance of the tender would not 
have resulted in anI 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-ftnalisation of supply order for plant and 
machinery. 

The Committee regret to note that the dE']ay 
in finalisation of the order for plant and machi-
nery intler a.lia led to the non-acceptance of the 
tender for civil works even though the bmder 
was well within the sanctioned estimates. The 
Committee hope that such situations would be 
avoided in future so that the Corporation is not 
burdened with extra-expenditure which usually 
results from such delay . 

The Committee regret to note that the Corpo-
ration invited tenders for residential welfare and 
other buildings in July, 1972 and even after nego-
tiations were conducted, the lowest tenderer was 
requested to extend the date of validity. No res-
ponse was, however, received from the tenderer 
till February. 1973. The Committee were inform-
ed that as the tenders were high. action was be-
ing taken to make fresh arrangements. Subse-
quently, the provision of residential welfare and 
other buildings was not considered necessary in 
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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 construc-
tion of residential and other non-functional build-
ings. 

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. 

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 
provtsion was not exceeded, had not been con-
sidered. The Committee feel that the Corpora-
tion should be clear about its requirements before 
they act, so that the labour may not become in-
fructuous. The Committee 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 ultimately 
brought down the estimated return on capital 
from 14 per cent to 7.8 per cent. The Commit-
tee recoIlUIlA!nd that planned concerted and co-
ordinated measures should be taken to ensure 
that such delays are avoided. 

The Committee also feel that as such situa-
tions are not uncommon in other public under-
takings, Government should consider issuing 
suitable guidelines to all public undertakings to 
avoid such delays as they have the effect of push-
ing up the capital cost and affecting the DTOfita-
hility of the project. 

6.66 The Committee note that the Corporation 
has appointed MIs. Holtec Private Limited (who 
are in collaboration with MIs. Mike Holder Bank 
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of Canada) as consultants for its Paonta and 
Mandhar Expansion projects on a fee of Rs 25. 
lakhs (Rs. 16.4 lakhs for Paonfa and Rs. 8.6 l~khs
for Mandhar Expansion). The consultants will, 
among other things, ensure that there is no delay 
in the commissioning of the project after instai-
lation of all machines and the performance-
guarantee of the plant as a whole would also be 
their responsibility. The Committee are inform-
ed 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 purpose. Although according to Minis-
try, A.C.C. was there 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 haa 
done consultancy work for private parties, one 
other consideration- In their favour was stated to 
be that theirs was an independent consultancy 
firm anti they h$id no direct interest in the manu-
facture of cement eqUipment. The Committee 
were informed that MIs. Holtec's offer was consi-
dered reasonable with reference to an earlier' 

quotation of MIs. AC.C. fOr the Mandhar Expan-
sion project. The Committee do not appreciate 
the procedure 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 Man~gemen~ o.r. of 
some individual officers and Without InVlting 
open offers. This procedure also does not enable 
the Corporation either to select the most com-
petent of the parties available in the field or to 
assess whether fee demanded by the favoured 
firm is reasonable or not. The Committee feel 
that the Corporation should have made an inde-
pendent assessment of the reasonableness of the 
cost with reference to its own estimates and not 
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depended only on the offer of another firm. The 
Committee would like the Government to issue 
suitable guidelines to all the undertakings in this 
regard. 

The Committee regret to note that though 
the Board of Management decided on 1st May 
1973 that legal opinion should be taken and ~ 
formal contract with Mis. Hortec entered into 
under other normal terms and conditions appli-
cable to such contracts, so far as 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 specifications 
for bought out items etc. The Committee feel 
that since oI'ders for plant and machinery for the 
Paonta Project had already been placed in Nov-
ember, 1973 direct1y by the Corporation, even 
before the appointment of the consultants, a 
suitable reduction in fee should have been secur-
ed from Mis. Holtec, in this regard. Moreover 
since Mis. Holtec would 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 after 
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 
Tesponsible for performance guarantee also. The 
Committee recommend that these aspects should 
be kept in view before a formal conttact is con-
cluded with MIs. Holtec. The Committee also 
find that the terms include payment of penalty by 
the consultants if there is delay in the commis-
sioning of the project after installation of ma-
chines andlor if performance of the whole plant 
f a sustained period of 7 days is not fulfilled. or . 1\ i 1 . As this is a vital provision ~aV1ng nanc a Im-
plications and it verges on 1mprudence not to-
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incorporate them in a legal document, the Com-
mittee would like the Corparation not to lose 
any more time to execute a fol"mal contract with 
the consultants in which their responsibilities and 
liabilities should be clearly mentioned. 

The Committee also note that one of the 
dir~tives 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 Spe::ial Secretary of the Ministry of Indus--
trial Development, while the engagement of a 
consultant was considered to be in the interest 
of the Corporation, it was also felt that in the 
context of the Corporation's large programme of 
setting up additional capacity in the Fifth Plan 
and the likely pre-occupation of the existing con-
sultants with various plants coming up in the 
private sector, "It would be worthwhile for the 
Cement Corporation to consider seriously the 
development of a consultancy organisation of 
their own". The Committee note that according 
to t1te Corporation the overheads would be 
exhorbitant, if it had developed its expertise on 
the basis of the capacity indicated by Govern-
ment in the initial stages on the limited number 
of projects approved by them during the period 
1965-71. In the opinion of the Committee, this 
aspect should have been brought t'o the notice ?f 
Government to consider whether any change 10 

this directive is necessary. However, the Com-
mittee find that CCI has now been developing 
its own consultancy services and is already act-
ing as consultant for Ro~a1 Govemm.ent of 
Bhutan Undertaking for thelr cement project and 
the private consultant for its own Pao.nta and 
Mandhar Expansion projects were appo1Oted by 
the Corporation in order to cope with the Ct'8Sh 
programme of development of cement industry 
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as it was ~~sidered difficult to recruit good 
experts whlthm a short time available and also to 
keep the overheads low. Even though in view 
of the critical importance of cement in the pre-
sent context of economic development, the Pla~
ning Commission has also approved the idea of 
employment of competent and well experience 
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 beginning in 
the early years of its existence for the develop-
ment of its own expertise, The Committee 
would, however, like Government to examine the 
question of the Corporation developing a con-
sultancy organisation of its own after taking into· 
account, the existence of other consultancy orga-
nisations like NIDC, Engineers India Ltd., etc. 

The Committee find that the Project Esti-
mates of Mandhar Expansion and Paonta did not 
provide for any consultancy services and extra 
expenditure of Rs. 23 lakhs on the private con-
sultants required approval of Government. They 
were informed that the consultancy work was 
awarded after consultation .with Government 
and the Planning Commission and as the ex-
penditure on this work would be met from 
'within the savings from these two projects, 
speciftc Government approval was not consider-
ed necessary. During evidence. the Secretary of 
the Ministry admitted that "it was quite valid 
that the Corporation should have sought Gov-
ernment's sanction. Strictly technically the 
sanction should h~"e 1,)cen accorded prior to in-
curring the expenditure." 

The Committee need hardly stress that as this 
ifem was not alt'eady covered by the estimates 
originally sanctioned and was in material devia-
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tion of the same, the speciflc approval of Govern-
ment should have been obtained before the ex-
penditure was incurred. The Committee therefore 
recommend that at: least now Government should 
consider and accord the necessary sanction. 

The Committee note that the Detailed Project 
Report envisaging a capital investment of Rs. 
469.49 lakhs for setting up cement plant at 
Kurkunta with a capacity of 2 lakh tonnes per 
annum was submitted by the Corporation direct-
ly to the Government in January 1967 without 
obtaining the approval of the Board and wu 
sanctioned by the Government at a cost of 
Rs. 442.79 lakhs in June, 1969. The Manage-
ment have admitted that "it has not been pos-
sible to locate as to how the lapse occurred:' 
The Committee are surprised at the omission. 
As the actual outlay exceeded the amount ap-
proved by Government and the project was in 
the last stages of construction, the Corpora-
tion submitted the revised estimates of Rs. 514.77 
lakhs 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 March. 
1972 that due to delay in the commissioning of 
the plant and certain additional works, the total 
cost of the project was expected to exceed the 
revised project estimates and that the Corpora-
tion. was reassessing the total capital cost and 
second revised estimates would be submitted to 
the Government for consideration. Meanwhile, 
the actual outlay had exceeded the revised pro-
ject estimates of Rs. 514.77 lakhs. The Corpora-
tion was able to submit the second revised 
estimates ot Rs. 617.08 lakhs only in June, 1974. 
As regards the reasons for delay in submitting 
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the revised estimates the Committee were in-
formed that after the plant was commissioned, 
various defects and deficiencies in the perfonn-
ance 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 those suggested by the Action 
Committee for removing the defects and deficien-
cies in the operation of the plant. The Com-
mittee are distressed to note that the Govern-
ment 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 expenditure in 
excess of the sanctioned estimate without an 
appropriate sanction of Government. 

The Committee need hardly stress that revised 
estimate should not be treated as a mere routine 
exercise but as an instrument of financial con-
trol. 

The Committee regret to note that the sanction 
to the first revised estimates of Rs. 510.27 lakhs, 
though agreed to by the Ministry of Finance, 
was not issued just because the Corporation was 
in the meantime reported to be re-assessing the 
total capital cost and thinking of submitting 
the second revised estimates to the Government 
for approval. They feel that estimates should 
be considered by Government as soon as these 
are received from the Corporation and the whole 
exercise should be taken to the logical and by 
issuing a formal sanction SO that no one remains 
in suspense about the expenditure actually autho-
rised and the Corporation is not held liable for 
spending in eXCess of the sanctioned amount. 
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The Committee also note that it was within 
the knowledge of the Ministry that the expen-
diture on Kurkunta Project had exceeded the 
approved estimates by the permissible limit of 
10 per cent. They were informed that the 
facts of excess Qxpenditure and first upward 
revision of project estimates had been duly 
prought to the notice of Parliament, through the 
Supplementary Demands for Grants. The Com-
mittee are constrained to observe that in spite 
of the excess the Government have not brought 
to the notice of Parliament the effect of the ex-
cess on the cost of production and on the eco-
nomics of the Project. The Committee expect 
Government to bring these to the notice of Par-
liament without any further delay. 

The Committee note that as against a provi-
sion of Rs. 16.50 lakhs in the original sanction 
towards erection cost the actual expenditure 
upto 31st March, 1973 amounted to RI. 55.58 lakhs 
of which Rs. 16.40 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 of 
establishment during construction. The Com-
mittee also note that the DPR included a con-
solidated provision of Rs. 16.50 lakhs under 
erection cost and Government have also given 
their sanction accordingly. The revised estima-
tes of February, 1971 however provided Rs. 16.50 
lakhs for erection cost and a sum of Rs. 22.86 
lakhs for establishment expenditure during con-
struction. According to the Corporation, the 
provision in the DPR was grossly inadequate 
and excess over this sub-head would be met 
from the provision under cccontingency". The 
Committee are of the opinion that this proce-
dure is not regular. The Committee are not 
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happy that even after the decisiDn to get the 
work done through contractor, the establishment 
expenditure during construction has increased 
abnormally. The Committee would like Gov-
ernment to critically analyse the reasons for the 
excess over the provision made in the originally 
sanctioned estimates to see how far it is justi-
fied. 

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. The Committee fail to understand 
as to why the provision was not reduced when 
the capacity to be set up by CCl had been 
curtailed considerably and the cost of establish-
ment was not regulated accordingly. The 
Committee also note that the actual expenditure 
under 'civil works' upto 31st March, 1973 had 
exceeded the revised estimates of Rs. 177.68 lakhs 
by about 12 per cent. It has been stated that 
the increase is due to increase in actual quan-
tity of civil engineering works, etc, as the quan-
tity indicated in the tender wall ad hoc. The 
Committee are surprised as to how in the absence 
of detailed drawings and schedule of quantities 
and technical estimates for the works could 
tenders be invited and contract finalised. The 
Committee would Uke that the reasons for the 
excesses should be examined critic Any to see 
how far the excess was justified, its effect on the 
cost of production and economics of the project 
should also be brought to the notice of Parlia.-
ment. 

7.48 The Committee regret to note that though 
to the contract for the construction of factory 

7.49 bltUdings and conected civil engineering worka 
was awarded to MIs. MY80re Construction 
Company in November. 1987, and the work wu 
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to be completed within a period of 12 months no 
detailed schedule for the completion of civil w~rb 
of the various departments was laid down in the 
contract. The 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. 

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 under-
stand as to how without the basic details of draw-
ings. design quantities etc, the Corporation went 
about invitation of tenders and on what basis 
agreement with contractor was entered into. 

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 depart-
ments. Although the Corporation extended time 
for completion of the work up to 30th November, 
1969, subject to recovery of liquidated damages, 
no drastic action was taken against the contractor 
in view of unsatisfactory position of supply of 
plant and machinery. It was felt that any forci-
ble termination of the contract would have 
resulted in litigation and brought all the civn 
works to a stand-sti!. The Committee however 
find that at the close of 1969. the suppliers for 
plant and machinery accelerated the pace of deli-
very of the machinery with the result that the 
contractor was very much behind schedule. The 
Management, therefore, decided that the contrac-
tor should be permitted to use hydraulic shutter-
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ill. in the conatruction of cement silos and chim-
ney, subject to the condition that he would com-
plete the work by September, 1970 failing which 
he would be allowed rates only for ordinary shut-
tering 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 involved an additional expen-
diture of Rs. 6.16 lakhs. In spite of the exten-
sion of time and facility of hydraulic shuttering, 
the Committee regret to observe that the contrac-
tor was n(lt 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 workcxcept 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 ateel 
and unprecedented heavy rains when the contrac-
tor was not allowed to start concreting. The con-
tractor was allowed because of his difficulties, 
hypothecation of his machinery of the market 
value of Rs. ~.4 lakhs in lieu of the bank guaran-
tee though this proposal was not put up before 
the Board for their approva1. The Committee aTe 
also informed that the plant could not have been 
commissioned earlier up to clinkering stage even 
if the civil engineering work could have been 
completed before September, 1970. The contrac-
tor was therefore granted extension up to 3Qt.h 
September, 1971. It is regrettable that no periodi-
cal progress reports were obtained from the con-
tractor. It was also stated that the use of steel 
sliding shuttering was approved by Board with-
out any proposal from the unit backed by techni-
cal considerations. It is surprising that, in spite 
of these delays, no action was taken against the 
contractor and the c(lntractor was allowed to hypothecate his machinery worth Rs. 5.4 lakhs. 
The Management have admitted that the matter 
was not placed before the Board and their prior 
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approval was not obtained.. It was also stated 
during evidence in this connection that 'at this 
stag:e it is difficult to clarify that point.' It is also 
surprising that the management had not even 
verified the reasonableness of the rates before 
allowing the contractor to undertake 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 reason-
ableness.' 

The Committee take serious view of these 
lapses. They would like that the matter should 
be thoroughly investigated, responsibility fixed 
and the Committee informed. 

The Committee regret tOI note that, t.hough 
the crane gantry structure was completed by 
the civil contractors on 12th August, 1970 at a 
cost of Rs. 13 lakhs, 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 
wheels were rubbing against the rails at a num-
ber of places. According to the civil consultants 
who inspected the structure, the vibrations were 
on account of crane gantry having been design-
ed for a maximum wheel load 01 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 forces of the crane from the crane 
manufacturer's side, the structure was designp.d 
QIl the basis of I.S. Code. In adual operations. 
the figures were much higher . 

The Committee are surprised as to how in 
the face of these defects the Vlork done by the 
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civil contractors was accepted at all by M!s. 
Master Sathe and Kothari, the clYll consultants 
who were to supervise the work. The Commit-
tee are not sure whether any performance 
guarantee of the crane was insisted upon before 
it was taken (wer. The Committee would like 
that this matter may be investigated and a re-
port furnished. 

The Committee abo note that the matte 
was referrci to the National Industrial Deve-
lopment Corpor ... tion for suggesting measures: 
for reducing the vibrations. According to the-
National Industrial Development Corporation, 
extra structural 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. 
qUOited a lumpsum of Rs. 97,000 for carrying out 
the remedial measures. When the matter wu 
referred to the Board, it was decided that civil 
consultants of Kurkunta project should be en-
trusted 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 crane gantry. The 
Board also decided that the question of fixing 
responsbility for the existing defects 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. The 
Committee were informed that while roost of' 
the strengthening work was completed, the eree-
tiQll of some of the structural steel which h ld 
been fabricated could not be done due to stack-
ing of material against the columno; and it could 
be taken up as and when conditions permitted 
without causing interruptions to the running of 
the plant 
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It was also stated that the Joint report of the 
Civil Engineering Adviser and the Chief Pro,-
jed Development Ofticer could not be prepared 
as the Civil Engineering Adviser was repatrlat-
ted to his parent department. The Committee 
fail to understand how the Civil Engineering 
Adviser was permitted togo back to hill parent 
deparment without his having completed the 
enquiry. 

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

The Committee are also surprised that while 
the defects in the gantry l'ame tll notice in HJ71, 
the decision to fix responsibility was taken after 
a delay of almOlSt two year~:. The Committee 
feel that because of the ~ailurc of the consult-
ants, a defective crane gantry had to be accept-
ed which has involved an extru expenditure of 
Rs. 5 lakhs to the Corporation. The Commit-
tee would therefore like th;:jt the entire matter 
should be thoroughly invpsti[;:lled with a view 
tQ pin-point the responsibihy for th~ lapses and 
th Committee informed of the action taken. 

The Committee regret to note that there 
were delays ranging from 10 month3 to 20 
months in the supply of variowl item.,; of plaJlt 
and eqUipment by the plant suppJi~rf'. Though 
the contract provided for payment of liquidated 
damages in case of delays by thp. plant suppliers 
no liquidated damages were leviable in 
case, among other things, the late delivery of a 
particular machine etc., did not delay the Cor-
poration's erection programme. The Commit-
tee learn that the erection work in 9 number of 
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cues wu delayed due to delay ill the lupply of 
machinery but no liquidated dame.ges hllve been 
levied against the plant supplien (who were al80 
given the erection contract) for delayecl supply 
of equipment even in those cases though the 
Corporation has not settled the final bills of ~he 
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-com-
pletion of civil foundations by the Corporation 
itself. However, no clear rcccl'd of the dates 
on which ereCtion work of the Wl!'joUll units of 
the plant was actually compll!ted was kept. The 
Committee recommend that. each case of delay 
in supply of plant and equipment and comple-
tion of civil foundations and erection work 
shOUld be critically analysed £0 ali to allocate 
the responsibility in the matter between the 
Plant suppliers and the contractor for civil 
works. The Committee also recommend that 
GO)vernmentlCorporation should make sure that 
the withheld amount of Rs. !2.29 lakhs would 
be adequate to cover damages recoverable on 
account of delays in supply of equipment. defi-
ciencies in the manufacture of crane gantry 
structure and non-fulfilment of performance 
guarantee, 

The Committee regret to note that apart from 
the delays in civil construction the trial runs nf 
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 "su~8tand
ard quality of machinery supplied and de,;;lgn 
fallure". 
-~------.-..... ---
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The Committee were informed that on 6th 
March, 1972, the plant supplier had agreed ta re-
move the defects/deficiencies 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 fail-
ing which, the supplier was told, that the work 
would be got done through other agencies :1t his 
cost and risk. Even though the 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 un-rectified. 
Consequently, the performance guarantee tests, 
as stipulated in the agreement, are yet to be ob-
tained. The Committee are further informf>d 
that the plant suppliers have given perfonnance 
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 stated to haTe 
withheld an amount of about Rs. 19 lakhs due to 
the suppliers on various accounts and has state~ 
that the question of imposing penalty on the plant 
suppliers for defective plant and machinery would 
be considered by the Corporation in tenns of the 
contract after the suppliers have given the per-
formance test for all the units. The Committee 
find that the Corporation had not So far assessed 
the loss of production due to the defective sup-
plies and the delays. The Committee recommend 
that the entire matter regarding supply of ma-
chinery, their erection, performance guarantee 
etc. should be thoroughly investigated with a 
view to fixing responsibility and Committee infor-
med of the action. 

The Committee were inlormed that the Action 
Committee on public enterprises appointed by 
the Government of In4iia scrutinised the working 
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of the plants of the Corporation at Kurkunta and 
as t~e defects .and deficiencies pointed out by the 
Acti~n Co~mlttee have been rectified/are bp-ing 
rectIfied eIther by the Corporation or by the 
plant suppliers, it had not been consiciered neces-
sary to appoint another Technical Committee to 
investigate the working of the plant. The Com-
mittee feel that the purpose of the Action Com-
mittee was not to decide whether the plant sup-
plied was of sub-standard quality and of bad 

. design or not but to remove the defects and help 
the Corporation achieve l?igher 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 
suppliers in this regard. In the circumstances, 
the Committee do not agree that no investiglltion 
is called for. The Committee recommend th"t 
Government should appoint a Technical Cum-
mittee to go into the working of the plant with 
a view to identifying its deficiencies. 

73. 7.103. 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. Nov-
'ember, 1971. They are constrained to remark that 
the equipment purchased as early as June, 1969 
was kept idle till November, 1971. They cJlnnot 
but express their displeasure at this lack of co-
ordination and planning in the development ot 
the quarry, purchase of equipment and commen-
cement of mechanical operation and ho~ that 
lessons will be learnt tram this in future. 
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74. 7.104. The Committee also not that although in 

7. 

1t71-72 the cost of raising limestone through 
mechanical operations was higher, the Corpora-
tion has since examined the economics of quarry 
operations and has come to the conclusion that 
under the present labour-wage structure and the 
cost of inputs, mechanical operations will be eco-
nomical. They, however, regret to note that the 
per tonne cost of raising and transportation of 
limestone in 1972-73 (Rs. 8.86) and 1973-74 (Rs. 
8.48) was higher than the standard cost pr""Parcd 
in March, 1974 (Rs. 8.08). The Committee would 
like the Corporation to identify the deficiencies 
and defects in the mechanical operations which 
account for higher cost of raising and transport.a-
tion of limestone and take suitable remedial steps 
to bring the cost of mechanical operation at least 
110 the level of standard cost. 

7.105 The Committee note that the DPR envisaged 

"1.106 

transportation of limestone irom quarry to fac-
tory through 3.5 kms. long narrowgauge track 
and a sum of Rs. 1 lakh was deposited with RRil-
ways for supply o~ 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 Febru-
ary, 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 avoided 
if the work had been entrusted to Railways from 
the beginning. 

The Committee also note that the wagons 
for the transportation of limestone were receIV-
ed during the period from January to October, 
1970 and a locomotive was purchased in Febru-
ar'1, 1972. But the wagons and the locomotive 
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could not be put to use till November, 1972, du~ 

to the time taken in the completion of the narrow 
gauge track and thereafter on account of the 
non-registration of the boiler. Another loco Wag 

purchased on 15th December, 1972 but it was 
registered on 23rd April, 1973. The CommittcP 
regret to note that there was no synchronisation 
in the completion of railway track, purchRse 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 would have liked the Corporation not to 
have proceeded with the construction of the 
railway track and the procurement of the various 
items of rolling stock in such a haphazard and 
un-coordinated manner. 

77 7.107 The Committee ftnd that pending the com-
pletion of the narrow gauge track the Corpora-
tion took up in January, 1971 the construction 
of a service road and completed it at a cost of 
Rs. 1.25 lakhs in July, 19'12. Even atter comple-
tion it was found unsuitable for plying dumpers 
for transportation of limestone boulders. Though 
a decision was taken in September, 1972 to 
black top the surface and work was to be com-
pleted 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 comple-
tion, the transportation of limestone was done 
by the contractors through private lands. As a 
result, the Corporation had to forego the Tl'!b(lte 
in rates offered by two contractors and had to 
allow an extra rate to the 3rd contractor. The 
Committee fail to understand why the MaMge-
ment could not implement the decision to black 
top the surface. As a result, Ute service road 
had not served its purpose and extra expendi-
ture to the tune of Rs. 53986 had to be incurred 
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for transportation of lime stone 
third contractor. The Committee 
the matter may be investigated 
bility for the lapses fixed. 

through the 
suggest tn.at 

and rcsponsl-

The Committee note that the project was 
scheduled to be completed and commissioned by 
August, 1969. However, due to delay in comple-
tion of civil works, supply of plant and machi-
nery and erection thereof, the individual nnits 
were put to trial runs between May, 1971 and 
April, 1972. A number of defects and defici-
encies were noticed during trial runs. 'l'he Phmt 
was deemed to have gone into commercial pro-
duction from 1st October, 1972. The Committee 
regret to note that even after thiS, the perform-
ance was very unsatisfactory. As against the 
rated capacity of 1 lakh tonnes, the actual pro-
duction from 1st October, 1972 to 31st March, 
1973 was 43,443 tonnes. During 1973-74, against 
the target of 1.25 lakh tonnes, 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-achicvement of capacity was stated to 
be due to-

(a) the gap between primary crusher out-
let and belt conveyor resulting in 
severe damage to the belt and lower 
output; 

(b) performance of EOT crane being un-
satisfactory due to weak gantry; 

(c) total failure of slurry mixer basin 
drive mechanism due to defective 
design and faulty equipment; 

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

_ . (e) inadequacy of cooling arrangements 
for clinker; 
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(f) defective clinker tranllftn t 
throum. dr ha' -,. ... r system CO" ag C In conveyor; anti 

(g) frequent break-dGwn of high res-
sure fine coal fan. . P 

As a result of these defects th tu I 
of the various sections has' beene 1~C. ~:t~: 
guaranteed output. There were also frequent 
stoppages due to mechanical defects and ol'her 
reasons. T~e Committee are informed that 
though rectification of some defects had been 
done, the slurry mixer basin and chain system 
have not been rectified by the suppliers. Though, 
according to foreign collaborator of the Plant 
supplie!s the chain system was in ordet', th~ 
CCI feels that this is not up to the mark. I t has 
also been stated that the plant suppliers are 
yet to give performance guarantee for Crusher., 
Ram Mill, Kiln', Power and Fuel Consumption 
and the Corporation is with-holding more than 
Rs. 12 lakhs, and the suppliers are bound 10 
rectify the defects. The Committee are dis-
tressed to find that there was already a delay 
of about 2 years in commissioning the plant and 
even after 2i years of the plant going into com-
mercial production, the plant is not able to 
attain its rated capacity due mostly to mechani-
cal defects. Although the Committee are assur-
ed that the suppliers of plant and machinery are 
yet to give performance guarantee and the Cor-
poration is with-holding more than Rs. 12 lakhs, 
the fact remains that 5 years of valuable time 
has been lost and even then there has heen 
under-utilisation of capacity and consequential 
loss in production. The Committee recommend 
that an expert Committee should go into the 
working of Kurkunta Plant, diagnose the ills 
and demarcate the responsibilities of the sup-
pliers so that Corporation may be in a position 
to improve its performance and maximise pro-
duction. 
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The Committee note that the management 
expects to achieve 85 .per cent capacity utilisa-
tion at Kurkunta as has been fixed by the 'I'ask 
Force' of Government of India on Cement In-
dustry provide power restrictions imposed by 
the Karnataka Electricity Board are completely 
withdrawn and the RailwaY$ supply wagons for 
inward movement of coal and gypsum and for 
outward movement of cement and the natural 
calamities like floods and drought do not hamper 
cement production. They feel that the avail-
ability of adequate number of wagons for 1he 
plant should not be very difficult if the Corpora-
tion 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 Govern-
ment to take up the question of adequate power 
supply to Kurkunta plant with the State Gov-
ernment authorities and persuade them t.o find 
au ~ ways and means of meeting the power re-
quirement of the plant. They would urge the 
Corporation to make all out concerted efforts to 
achieve the target of 85 per cent utilisation of 
capacity in the current year. 

The Committee note that a Feasibility 
Report for setting up a 600 tonnes per day plant 
at Bokajan (Assam) was prepared and submitted 
by the Corporation to Government in January, 
1968. Pending approval of the Feasibility Re-
port, the Corporation proposed to the Govern-
ment on 13th March, 1969 that it might be allow-
ed to take up further preliminary surveys so 
as to be in a position to take up the preparetion 
of Detailed Project Report (DPR) immediately 
on receipt of Government's approval for the pro-
ject, thus cutting short the time for the comple-
tion of the project. On' 19th March, 1969, the 
Government accepted the proposal and in April 
1969 they conveyed the approval for the s~tting 
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up of the Plant. In October, 1969 the Corpora-
tion submitted the Detail,ed 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 approval' to the Feasibility 
Report submitted by the Corporation and they 
took more than 18 months to approve the DPR. 
They feel that the time taken by the GOVeTtl-
ment in either case was too long especially in 
view of the keenness of Planning Commission 
and the State Government to have another pllmt 
in uppar Assam, in the deBci t area. 

The Committee would like the Government to 
look into the whole system of according appro-
val to feasibility reportfDPR which was delayed 
in this caSe and which has also been delayed in 
many other cases that have come to Committee's 
notice and take remedial measures to ensure 
that such delays are avoided in the interest of 
the expeditious execution of the projects. 

The Committee find that the DPR envic;'\:<!ed 
an investment of Rs. 1125.91 lakhs but the Gov-
ernment approved the project in May, 1971 for 
a capital outlay of. Rs. 1097.91 lakhs. The Com-
mittee find that the actual expenditure on head-
quarters over-heads has already exceeded the 
provision made in the pro-ject report-aDd the 
sanctioned estimates by more than 10 per cent 
and the increase is reported to be due to lesser 
number of projects being under implementation 
as compared to the number originally envisaged. 
The Committee were also, informed that the 
commitment against the aerial ropeway had 
also exce~ed the amount envi~aged 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 
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approval indicating the exact amount for which 
Government sanction was required. As the 
implications of the escalation clause are still 
not definitely known pending installation and 
commissioning of the ropeway, the Corporation 
has not so far intimated the Government the 
exact expenditure on this account. The Com-
mittee w~uld like the Corporation to apprise the 
Government of the probable/actual excess both 
under Aerial Ropeway and on Headquarters 
overheads also and get the approval of Govern-
ment thereto. They feel that the revised esti-
mates as required by the Government ought t~ 
have been prepared as early as possible and got 
approved by the Government before the actual 
expenditure exceeds the amounts sanctioned by 
the Government under various heads. 

The Committee also note that the proJect 
was scheduled to be completed by May 197!', but 
this scheduled date is not likely to be adhered 
to and there has been delay reportedly due to 
the dislocation in the movement of machinery 
prior to and after the liberation movement in 
Bangladesh. Besides, another transport difficulty 
had arisen inasmuch as the meter gauge railway 
in that part of the country could 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 report-
ed to be putting up two smaller units of 300' 
tonnes 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 machi-
nery because of meter gauge railway in Assam 
was not visualised at the time of the preparation 
of DPR. They are constrained to remark that 
this was a lapse which could have been avoid-
ed if all the factors had been borne in mind 
while preparing the DPR. The Committee would 
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like Government to look into the causes of the 
failure of the Corporation to visualise the diffi-
culties of transport at the time of preparation of 
DPR when it was already known that there was 
a meter gauge railway in that part of the coun-
try whi~h could not carry large size machinery." 
They hope that suoh 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 projects. 

The Committee strongly recommend that 
Government/Corporation should take serious 
and' concerted measures to ensure that the pro-
jects come up by scheduled dates and are not' 
further delayed. 

The Committee note that the tenders for 
the supply of plant and machinery w~re 
received in September, 1969 and a Committee 
to negotiate with the tenderers had been appoint-
ed by the Board earlier (July, 1969). The Direc-
tor General, Technical Development, who was 
earlier a member of the negotiating Committee 
was sUBsequently replaced by Senior Industrial 
Advisor of DGTD's office. After considering the 
tenders the negotiating Committee eame to the 
conclusion that the choice for the placing of 
orders should be between MIs. K.C.P. Limited 
(For Rs. 1,95,50,000) and MIs. A.C.C. (For 
Rs. 2,04,50,602). The tinal decision depended on 
the comparative suitability from the stand point 
of over all economy, ease of operation and the 
location etc. of two pre-heaters, namely. Hum-
bolt offered by Mis. A.C.C. and Skoda offered 
by MIs. K.C.P. Under the directions of the 
Board the matter was refe~ed to the DGTD in 
December, 1969 but he regretted his inability 
to giv~ advice on the matter due to certain ad-
ministrative restrictions. The Engineers India 
Limited, who were then approached, stated that 
they bad no specialised knowledge in cement in-
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dustry. After considering the pros and cons of 
the offers the Board decided to place the order 
with MIs. A.C.C. after the Managing Direr.tor 
negotiated a reduction of the price quoted by 
them. 

The Committee are unable to understand as 
to what was the need to 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 o,n the negotiating Committee. They do 
not see the utility of appointing such technical 
experts on the negotiating Committee If they 
cannot give positive advice to the Corporation 
on such technical matters. What has distressed 
the Committee more is the fact that the DGTO 
should have regretted his inability to give ad-
vice on the matter due to "certain administra-
tive r,estrictions." The Committee are not able 
to appreciate the so called administrative restric-
tions which prevented DGTD to give his views. 
The Committee would like that this may be in-
v,estigated by the . Government and results 
intimated. 

The Committee were informed that thougb 
according to the letter of intent signed with MIs. 
A. C . C. the delivery of the plant and machmery 
should have commenced from May 5, 1971 and 
completed by February, 1972 MIs. A. C. C. com-
menced supply of plant and machinery only 
w.e.f. February, 1972 and have not cOrlpleted 
supplies 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 de-
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lays in constructing railway siding for receiving 
the heavy consignments, delay supply of larg£ 
size casting by HEC and availability of the M.S. 
Steel from Hindustan Steel Limited. The delay 
is 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 
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 Com-
mittee cannot see any justification for delaying 
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 vigorously 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 8R such de-
lays 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 pro-
vide for guaranteed performance. 

The Committee understand that MIs. f\.CC 
have a contractual liability for delay in the 
supply of plant and machinery subject to fMC*! 
majeure condition and the delay due to force 
majeure condition is being assessed by the Corpo-
ration. The Committee would like the Corpora-
tion to complete the assessment of delay due to 
force majeure condition quickly and consider the 
question and quantum 01 penalty to be levied on 
M./s AC.C .. for the delay which is not due to 
force majeure condition, before settling their bills. 
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8.41 The Committee regret to note that for erection 
to and commissioning of plant and machinery, 

8.42 though MIs. ASSOCiated Cement Companies 

- ... -.-

(A.C.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 Corpo-
ration to finalise the erection contract with MIs. 
A.C.C. along with that of supply of plant and 
machinery. In September, 1972, the Corporation 
approached MIs A.C.C. for undertaking the erec-
tion work but they declined tQ accept the work 
unless a revised price of Rs. 40 lakhs was accept-
ed. The Corporation did not accept the revised 
price. The Conimittee were informed that MIs. 
A.C.C.'s original after for erection at Rs. 21.80 
lakhs was accepted by the Corporation and in 
that connection n luad 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 
want to accept the erection contract and is re-
ported to have adopted delay tactics and avoided 
taking up the erection job. The Committee have 
not been able to understand why MIs. A.C.C. 
after tendering for the erection work and nego-
tiating a reduced price of Its. 2.1 lakhs in Novem-
ber, ige9, backed out Bnd if actually they had 
backed out in 1969, why the Corporation waited 
till 1972 and approached them again in 1972. 

The Committee note tllat the Corporation on 
further invitation of tenders and negotiation 
with MIs. western India Erectors had finalised 
on 15th November, 1973, a contract for erection 
for Rs. 25 lakbs. In addition on 17th March, 
19'74, the A.C.C. was engaged for supervision of 
'the erection work being undertaken by MIs. 
Western. India Erectors. The incidence of the 
cost as estimated by the management is stated 
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to be of the order of Rs. 3.06 lakhs. It has 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. 
The Committee are informed that this arrange-
ment 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 ~cidence of such a provision would be borne 
by the Corporation. Although 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 machinery 
done through the same contractor in the over-
all interest of coordination and ftxing of respon-
sibility 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 Cotporation to ftnalise the erec-
tion contr:act in 'November, 1969 it had to go in 
for this dual arrangement which has resulted in 
aft extraupenditure of Rs. 4 lakhs with an 
additional uncertamllabtlity for supervision 
char«es. The Committee would like Govern-
ment to investigate the matter and communicate 
their findings. 

nle CommIttee note as against the provision 
of Rs. 200 lakhs in the DPR for installation of 
an aerial ropeway the Corporation invited ten-
ders in August, 1169 for a turn-key project. 
~~ough eight tenders were received in October, 
1., aU of them bad been rejected for one reason 
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or the other. Tenders were therefore re-
invited and revised oft'ers were received in 
October, 1971. The negotiating committee re-
commended the offer of MIs. Usha Breco which 
was Rs. 207 lakhs with DGS&D escalation clause 
or a fixed price of Rs. 219.5 lakha. The Govern-
ment to whom the matter was referred in 
December, 1971 decided on 23rd Febru~y, 1972 
that the order may be placed on MIs. Jessops at 
a cost of Rs. 2.27.70 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 appre-
ciate the idea of placing the order of Mis. 
Jessops, which is now a Government Company, 
the Committee cannot but express their regret 
that there had been a delay of about 3 years in 
placing the order. The Committee are not sure 
about the financial implications of 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 firm offer of Mis. Usha Breco and the excess 
will be more if the effect of escalation clause is 
taken into account. 

88 8.67 The Committee note that though the lowest 
oft'er of MIs. 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 Rs. 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 com-
pleted by 4th August, 1973. 85 per cent of ~e 
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 founda-
tion and structures are likely to be completed 

----_ .. __ .-
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by June. 1975. The Committee regret to note 
the delay of nearly two years in construction 
work of plant structure~ They would like the 
Corporation to assess the effect of the delay in 
construction work on the erection of plant and 
machinery and to determine the liability of the 
constractors for the delay before finally settling 
their bills. 

89 8.79 The Committee note that the Board of Direc-
tors decided on 23rd January. 1971 that in case 
Government approved the DPR for Bokajan 
Plant or approved awarding of construction 
work in anticipation of the sanction of DPR, the 
Corporation might accept the lowest tender of 
Shri Sohan Singh for construction of the resi-
dential and other buildings. At the meeting of 
the Board held on 15th March. 1971, it was con-
firmed that the brief on the subject considered 
by the Board on 23rd January, 1971 "had the 
concurrence of the Financial Advisor and Chief 
Accounts Officer (FA&CAO) though the same 
had not been specifically indicated in the brief." 
But in the subsequent meeting of the Board 
held on 16th June, 1971. the Managing Director 
clarified that when he mentioned about the con-
currence of F A&CAO, what he had in mind was 
that all the tenders had been examined by the 
financial wing of the Corporation and the note 
of F A&CAO had been considered by him before 
putting up the recommendation 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 ten-
der on receipt of sanction of the Government to 
the DPR and according to the recommendations 
of the Civil Engineering Adviser but that, as a 
measure of precaution he had asked the contrac-
tor to undertake only 50 per cent of the work 
in the first phase, the cost of the total work 
being Rs. 60 lakhs. TIle Committee were inform-
ed that the F A&CAO had expressed some doubt 
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about the contractors' capability to perform the 
contract and the Managing Director should have 
placed the views of the F A&CAO before 'the 
Board. They were told that on receiving the 
comments of the F A&CAO the Managing Direc-
tor entrusted the Civil Engineering Advisor with 
the job of making enquiries about the past per-
formance and financial resources of Shri Sohan 
Singh. The Civil Engineering Advisor reported 
on 4th June, 1971 that the contractor was quite 
capable of performing the work in question and 
on the basis of the note submitted by the Civil 
Engineering Advisor on 4th June, 1971, the ten-
der was accepted by the Managing Director on 
the same d~te without consulting the FA&CAO 
further. At its meeting held on the 4th Septem-
ber, 1971, the Board felt that the tender should 
not have been accepted on 4th June, 1971, i.e. 12 
days before 43rd meeting of the Board which was 
scheduled to meet on 16th June, 1971. The Com-
mittee are constrained to remark that the proce-
dure followed by the Managing Director in deal-
ing with this tender has been, to say the least, 
strange throughout. There are 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 F A&CAO about the competence of the con-
tractors were not brought to the notice of the 
Board at its meeting held on 23rd January, 1971, 
at which the original brief was submitted by the 
Managing Director reeommending the award of 
work to ShriSohan Singh; why the brief put up 
at that meeting did not contain a comparative 
statement giving merits of various tenderersi 
why an erroneous statement was made at the 
Board's meeting held on 15th March, 1971, that 
the brief submitted by the Managing Director 
had the concurrence ,of. the FA&CAO. why the 
comments of the FA&CA.O were not brought to 

the notice of the Board even at its meeting held 
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OD 15th March, 1971 or at the next meeting held 
on 16th June, 1971 at which the Beard was uk-
ed to approve the award of contract; why the 
FA',CAO was not consulted again after the 
receipt of the note of the Civil Engineering 
Advisor about the competence of the Contractor 
and before the acceptance of tender on 4th 
June, 1971 by the Managing Director; and why 
undue haste was shown by Managing Director in 
accepting the tender on 4th June, 1971, when the 
Board was schedul~ 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 Advisor 
who joined towards the end of April, 1971, 
visited Bokajan in May, 1971, and gave a favour-
able report to the Managing Director on 4th 
June, 1971. The Committee strongly feel that ia 
order to clear the air, a thorough and indepen-
dent enquiry should be lield into all the aspects 
of this case and results of the enquiry commu-
nicated to the Committee. 

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 contrac-
tor had completed work of the value of Rs. 28.40 
lakhs by OOth September, 1974, out of the ten-
dered value of Rs. 35 lakhs. They were told 
that the Bokajan Site Office had recommended 
extension upto 15th January, 1975 and had inti-
mated that there was no valid reason for levy of 
liquidated damages a8 the delay in execution was 
partly due to delay tn supply Qf drawings and 
materials by the Corporation. The Committee 
would like the Corporation to examine the ques-
tion of delay independently with a view to fixing 
responsibility and also the liability of the con-
tractor. 
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The Committee note that, after the comple-
tion of the limestone investigations by the Geolo-
gical Survey of India at &jban (Paonta)-Hima-
chal Pradesh, a Feasibility Report 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 Gov-, 
ernment asked the Corporation to examine the 
scheme in the light of de-control on distribution 
of cement w.e.f. November, 1970. The matter 
remained under consideration and the Detailed 
Project Report was prepared and submitted to 
Government in February, 1970. While the DPR 
was under the consideration of Government, the 
Ministry desired in February, 1971 that the pro-
posed projects at Paonta and Baruwala (Dehra 
Dun) may be combined into one with separate 
kilns and that the economic viability/profitability 
of the integrated project should be got examined 
in detail by an independent specialised agency, 
Mis. Holtec Engineers Private Ltd., who had 
offered their services free of cost (excluding 
TA &DA). However, Government approved the 
DPR on Paonta in May, 1971. In December, 1971 
Holtec recommended an integrated plant at 
Dhera Dun with separate kilns for t.he two pro-
jects. The Corporation did not accept the recom-
mendations of Mis. Holtec and communicated its 
rejection to the Government in January, 1972. 
In March, 1972, Government allowed the corpora-
tion to proceed with the installation of a 600 
tonnes per day plant at' the site originally selec-
ted, namely, Rajban, for which the Government 
had already in May, 1971 given their appro~al ~o 
the DPR on the consideration that the crltena 
of viability could not be applied to this project as 
it was essential to promote the development of 
industry in Q relatively backward area. The 
Committee see no reason as to why when the 
DPR was prepared after examining the economic 

------.----------------------------------------
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stand point as desired by Government in April, 
1967 Government should have asked the Corpora-
tion in February, 1971 for consideration of the 
integration of the two projects when it was 
clearly lmown that the criteria of economic via-
bility would not be applicable to a deficit area 
project. The Committee regret to note that it 
has taken a period of 41 years from the date of 
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 ad-
mitted 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 pro-
je:t. It is surpri.sing that even after communicat-
ing the sanction to DPR in May, 1971, jt was only 
in March, 1972 that Government, allowed the 
Corporation to proceed with the project. The 
Committee see no reason for this delay of 10 
months. The Committee expect that such delays 
will be avoided in future as they have a bearing 
on the capital cost and the profitability ofi the 
project. 

The Committee find that the DPR of the 
Paon~ Project envisaging an expenditure of 

Rs. 761.30 lakhs for a ~OO 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 alternative pro-
posal to the Government in September, 1972 tor 
setting up a 750 tonnes per day plant at a cost 
of Rs. 1326 lakhs after considering the Compara-
tive cost/profiability 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 
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. The Co~~ittee note that notice inviting 
tenders for clvll work relating to plant structures 
~nd machinery foundations has already been 
lssue.d. They would like the Corporation tea 
finalIse the orders for civil works as early as 
possible and include in the contract a detaile4 
schedule for the completion of various items of 
civil works in juxtaposition with the scheduled 
dates of supply of the various items of plant and 
eqUipment and take all possible steps right from 
the beginning to ensure that neither the execu-
tion of civil works nor the supply of plant and 
equipment is in any way delayed. 

The Committee note that mining lease fer 
the quarry area is not necessary as the land 
belongs to the Government. The factory and town-
ship are located along state highway and no 
approach road is therefore required for these. 
Though no railway siding is envisaged at plaid 
site, a private railway siding is being taken at 
Jagadhri and the Northern Railways are taking 
necessary action in the matter. As regards 
approach road to quarry, action for land acquisi-
tion/lease is being taken. The Committee recom-
mend that keeping in view the target d?te of the 
commissioning of the plant (Le. February, 1977. 
different schedules may be fixed for securinq the 
land acquisition/lease for the approach ro:td to 
quarry and the railway sidi~g at Jagadhri and all 
action to complete these items of work shNlld be 
so organised that there is no slippage. in the exe-
cution of these jobs beyond the scheduled (lstes. 

The Committee note that, anticipating that 
the Mandhar Plant would go into !,>roduction in 
October, 1969, the Corporation created the post ot 
a Marketing Advisor to advise the Cor~on:tiell on the pattern of the marketing organisation. 
The incumbent joined on 21st October, 1~ 1:b.ough the Mandhar Plant was formally commlS-
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maned. 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 m.'1I1keting 
organisation at Headquarters and the factories 
are in charge of the entire sales and other related 
matters. According to the Ccrporation, the 
Marketing Organisation was essential to see thaI 
provisions of Cement Cont'rol Order werp com-
plied with and distribution was fair in ~ll areas. 
The Corporation's marketing division is R~ated to 
be a small one as compared to any other factory 
of the same capacity. The Commit'tpe however 
find that the organisation at Headquarters con-
sists of a Marketing Adviser assisted by a Sales 
Officer and supporting staff. The Committee feel 
that as the two plants at present in production 
are separated by a great distance, and each will 
be having its own marketing problems, they 
recommend that the marketing organisation 
may be decentraIised and except for policy 
issues including compliance with the provision 
of Cement Control Order and inter-plant co-
ordination, all other matters should be left to be 
dealt with at the plant level. This will also en-
able the Corporation to judge the in terse em-
ciency of the marketing organisations of the 
plants. The Committee also recommend that 
the markeing organisation at Headquarters 
should be compact and be such as may be neces-
sary to deal with all policy matters connected 
with sales of the individual units. The Com-
mittee also suggest that Government should re-
view the necessity for the Post of a high pow-
ered Marketing Adviser at Headquarters. The 
Committee also recommend that the Corpora-
tion should keep a strict eye on the statf 
strength of the marketing organisation and 
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see that it does not expand unnecessarily 
unrelated to the volume of the business of each 
plant and the Corporation as a whole. 

The Committee note that Corporation appoin-
ted 4 regional wholesale dealers in 1970 for the 
sale of Mandliar Plant Cement and agreed to pay 
them commission at the rate of Rs. 1.25 per tonne 
which is the rate allowed by the Government in 
calculating the controlled price of cement. The 
agr'eement with the distributors was renewed i9r 
a further period of five years with effect from 
July, 1972. Out of the four regional distributors, 
the agreement with two of them laid down that 
the security deposits of stockists were .0 be eel-
lected and held by them and in the case of the 
other two distributors, the security Wed to be 
collected and held by the Corporation. As a 
result of these agr'eements, the forme:r two dis-
tributors retained the security depoSIts wor~la. 
Rs. 11 lakhs and when subsequently the Cor-
poration tried to persuade them to allow the Cor-
poration to hold the security deposits, they did 
not agree on the plea that they had bigger areas 
to cover involving larger numbeT';~ of stockists 
and heavier risks, particularly 3S they were in-
demnifying the Corporation for anv lasses. The 
Committee do not appreciate tha rationale of 
treating the distributors differently and allowing 
two of them the advantage of hoMing security 
deposits and denying the same advantage to the 
other two. They feel that this W'lS 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 direc-
tive from the Ministry of Industrial Development 
and the stockists were brought under the direct 
control of the Corporation. 

The Committee note that in order to com-
pete with the other producers who were 
selling their products through their Branca. 
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Offices and thereby avoiding the liability for cen-
tral sales tax (3 per cent), the CorporatioD open-
ed Branch Offices at Calcutta, Kanpur and Nag-
pur, in August 1970 and at Bombay and Hydera-
bad in August, 1972. Consequent upon the opening 
of these Branch Offices, the regional distributors 
were appointed as clearing and forwarding agents 
on a remuneration of Re. 0.75 per tonne. As 
against the payment of Re. 0.75 per tonne to dis-
tributors, the Corporation recovered Re. 1/- per 
tonne from the stockists to whom the cement 
was despatched by the regional distributor •. The 
Committee find that under this stoclc transfer 
system, the Corporation sold 1,37,522.73 tonnet 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 Offices during the 
same period was Rs. 88,860/-, 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 lakha 
(approximately). In 1973-74, the excess recovery 
£rom the distributors amounted to Rs. 3523 as 
against the expenditure on Branch Offices (ex-
cluding Calcutta) amounting to Rs. 26,711 and a 
loss to the exchequer of Rs. 90,8101- on account 
of non-payment of central sales tax. 

The Commitee are shocked to observe that a 
public sector Corporation should have thought of 
resorting to the strategem of opening Branch 
Offices which aimed at depriving the exchequer 
of central sales tax amounting to Rs. 5.61 lakhs 
during the period 1970-71 to 1972-73. The other 
reason advanced in favour of opening Branch 
Offices that it was to compete with other produ-
cers, does not hold water as, in view of the acute 
shortage of cement, no competition in fact eIrlst-
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ed in the sale of cement. To cap it all, the Cor· 
poration also suffered a loss of Rs. 77,666 during 
this period in the bargain. The Committee can· 
not too strongly deprecate this action on the part 
of the Corporation and recommend that the 
Government should issue directives to the public 
undertakings that they should not resort to any 
measures which are aimed at evading - 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 Gov-
ernment. It was stated that the stock transfer 
system was stopped w.e.f. 1st June, 1973. 

The Committee were informed that com-
plaints were received from certain Members 
of Parliament alleging that the cement manu-
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 ot 
cement through public sector agencies and in 
particular, to start with, whether the cement pro-
duced by the Corporation can be distributed 
through the Corporation itself. Having come 
to the conclusion that it was feasible to do so, a 
directive in this regard was issued by the Min-
istry to the Corporation. The Committee note 
that in pursuance of the directive issued by the 
Ministry of Industrial Development, the Corpora-
tion terminated the agreements with the regional 
distributors and stockists with effect :£rom 
1-12-1973 and appointed stockists afresh under Hs 
direct control thereby avoiding payment of selling 
agency commission at the rate of Rs. 1.25 per 
tonne to the distributors and also saved expendi-
ture on the maintenance ot: branches. 

The C'ommittee consider that the new distri-
bution arrangement under which the middlemell 
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have been eliminated and the Corporation itself 
is required to undertake the distribution through 
a net-work of dealers appointed by it directly ia 
a step in the right direction. In the opinion of 
the Committee such a step could and should have 
been taken much earlier. 

The Committee further note that the Corpora-
tion claims to be trying to distribute cement as 
evenly as possible to all the stockists and feed 
them to the maximum extent possible. The Cor-
poration 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 impor-
tance of streamlining distribution of cement and 
eliminating hoarding, adulteration, black-market-
ing and profiteering in the sale of cement. Tb. 
common man will judge the Corporation not 10-
much by its production performance as by ita 
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 controlled price in rural 
areas no less than in urban areas. 

10.45 The Committee find that the selling and 
distribution expenses per tonne incurred by the 
Corporation in respect o£ Mandhar Plant inclu-
sive 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 are not able to understand the 
phenomenon of the selling and distribution ex-
penses being highest in 1972-73 when the pro-
duction in Mandhar Plant was the highest 
(90 per cent of the capacity) achieved so far. If 
anything, the expenses should have gone down 
during that year and in any case should n~t have 
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increased by 50 per cent over those in 1971-72 
when the production was 82 per cent of the in-
stalled capacity. They would like the Corpora-
tion to analyse the reasons for this sharp increase 
in the selling and distribution expenses in 1972-
73. The Committee also recommend that the Cor-
poration should work out norms in this respect, 
after studying, if possible, the pattern adopted in 
private sector, and ensure that expenses on selling 
and distribution are kept to the minimum. 

The Committee note that reports of under-
weight cement bags and unsatisfactory quality 
of cement have occasionally been brought to the 
notice of Government. They learn that the 
Cement Research Institute has prepared experi-
mental bags to prevent loss of cement from the 
bags due to seepage and possible admission of 
moisture from the atmosphere leading to deterio-
ration in the quality of cement and national loss 
of this basic and much needed construction mate-
rial. The Government of India have issued 
instructions to the Cement Manufacturers Asso-
ciation, 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 De-
partments to carry out periodical random 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 Govern-
ment, it is a matter of common knowledge that 
as the gunny bags packed with cement pass 
through the various loading and unloading opera-
tions after leaving the plant, they lose some 
quantity of cement by way of seepage in each 
such operation and the bags also get torn in this 
process because of the very nature and quality of 
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texture of the gunny bags and by the time they 
reach the consumers, many i£ 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 underweight 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 
experimental bags made by the Cement Research 
Institute is also not known. The Committee urge 
that the Government should give a thought to 
this question seriously and examine how far the 
experimental bags made by the Cement Research 
Institute would be advantageous. Government 
may also consider the feasibility of using bags 
lined with polythene for packing cement as is 
being done in the case of fertilizers and also lay 
down speCifications for improved quality of bags 
for packing cement. The Committee feel that 
use of such bags should be made obligatory on 
the cement manufacturers 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 this, the Government may con-
sider the feasibility of 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 have to suffer on this account. 

The Committee cannot too strongly emphasiRe 
the urgent need for concrete steps to prevent the 
seepage of cement from the gunny bags and the 
possibility of, unscrupulous dealers ndding foreign 
matter in ce~ent by tampering with the bags 
used at present, if the interests of consumers, who 
find themselves completely at the merl..'Y of such 
dealers, are to be safeguarded. 
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The Committee note that the stocks of storee~ 
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 lakhs in 1972-73 and 1973-74 in the 
case of Mandhar. In the case of Kurkunta, the 
stocks of spares and stores increased from 
Rs. 16.08 lakhs in 1971-72 to Rs. 34.711akhs and 1;0. 
Rs. 51.031akhs in 1972-73 and 1973-74 respectively., 
There have been increases in the stocks of spares. 
and stores in the case of other projects also .. 
The increase in inventories in the case of Maa-
dhar was stated to be due (partly) to procure-
ment of certain stores intended for Mandhar Ex-
pansion and in the case of Kurkunta it was stated 
to be due to the plant being in full productiOtl 
in 1973-74 requiring larger inventories as com-
pared to 1972-73. Besides, the value of inven-
tories had also gone up due to overall increase :iJl 
prices. The Committee regret to note that thouglt 
the Bureau of Public Enterprises had considered 
the stocks of stores and spares held by the Cor-
poration 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, the Corporation 
had not made any systematic review of th,-
Stocks. The Committee are informed that it is' 
proposed to make such a review after recruiting 
Industrial Engineering personnel. '!'he Bureau 
had also suggested that norms should be fixed 
for different categories of inventories. reviewed 
at Board's level from time to time, and a proper 
catalogue should be prepared of items stocked. 
Though stock levels of certain important item!t 
are stated to have been fixed, the Corporation 
considers holding of certain items of stores in 
excess of the normal requirement unavoidable in 
view of the difticulty in arranging easy availabi-
Uty of different items of stores etc. according to 
fixed time schedules. bottlenecks in transport and -_ .. - ----
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inflationary tendency. The Committee regret to 
observe that the Corporation has not appreciated 
the importance of the proper inventory control 
and in spite of the suggestions made by the.· 
Bureau of Public Enterprises as far back as Octo-
ber, 1972 it has not fixed norms for all the items 
o£ inventory nor has it brought down the levels 
of various items of stores, spares, etc., it has not 
also segregated 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 ih-
ventory and ensure that the stock holdings are 
within these norms to avoid unnecessary blocking 
of capital. The Committee also recommend that 
the Corporation should not rest satisfied with 
merely issuing instructions On the basis of 
Bureau of Public Enterprises circulars but also-
ensure that the instructions are properly imple-
mented. 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 Under-
takings. 

The Committee regret to note that the physi-
cal verifiaction of the inventory of the Lime-
stone Investigation Division lying at Delhi, 
Kurkunta, Manc\har and Bokajan had not been 
conducted after March, 1969. The periodic 
assessment of limestone stock is stated to have 
been done at end of each financial year but the 
exact stock verification of limestone was not 
considered possible earlier to February, 1974 
because of the scattererl uneven nature of the 
limestone stocb. The Committee are not con-
vinced of the reasons .advanced by the Corpora-
tion and regret that the Corporation had neglect-
ed to conduct an exact physical verification of 
limestone between March, 1969 and February, 
1974. 

The Committee, however, note that 88 a result 
of physical verification none in 1974, a net shor-
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tage of limestone boulders from inception to 31st 
March, 1974 of 38,726 tonnes valued at Rs. 4.96 
lakhs (approximately) was discovered. The 
shortage was attributed to over-booking of de-
partmental raisings (12,480 tonnes), embedding 
(14,490 tonnes) anci. embedding and loss of fine 
materials at various transfer points (11,756 ton-
nes). The Corporation has ruled out under-
delivery of limestone by contractors or pilferage 
by any outsider on the ground that the material 
raised through contractors was taken on actual 
weighment and there was good watch and ward 
arrangement. The Committee learn that after 
going into the matter, the Board approved the 
writing-off of the shortage of 38,726 tonnes of 
limestone boulders valued at Rs. 4.96 lakhs and 
decici.ed to give a warning to the Quarry Mana-
ger at Mandhar to be more careful in future. 
The Committee feel that if the stock verification 
of limestone had been done at regular intervals, 
the Corporation would have detected the shor-
tage right in the beginning and could have taken 
preventive measures to avoid loss on this account 
which swelled to Rs. 4.96 lakhs in 1974. They 
are not convinced by the reasoning given by the 
Corporation against the possibility of short deli-
very or pilferage and they also do not agree that 
the embedding of limestone was entirely un-
avoidable 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 responsiility and the Committee informed of 
the .action taken. 

The Committee note that the Corporation 
has been following w. e . f . 1972-73 a system of 
process costing under which cost at each process, 
viz., raising, transportation of limestone, crush-
ing, preparation of slurry, manufacture of clin-
k~ and cement and packing, is determined sepa-
rately. However, costing records are not being 
maintained on the basis of integrateci. system of 
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cost and financial accounts. It has been stated 
that the draft recommendations of the consul-
tants regarding the system of cost and financial 
accounts were received recently anti a final dici-
sion regarding their implementation is to be 
taken. The Committee recommend that the 
system be introduced soon in the interest of 
testing the accuracy of cost figures with refer-
ence to financial accounts. The Committee re-
commend that the system should be finalised anti 
implemented without delay. 

The Committee are also informed that the 
Corporation has laid down standarrt cost per 
unit of final output including quantitative con-
sumption standard of limestone, gypsum, power, 
coal and explosives but standartls in physical 
terms for consumption of stores and spares per 
tonne of limestone raising and clinker and cement 
production per unit are yet to be finalised. The 
Committee expect that these standarrls will also 
be finalised soon so that the standard costs both 
in regard to quantity and value may be available 
for purposes of budgetary and material control. 

The Committee leaTn that coal and gypsum 
are not physically weighert on their receipt in 
the factOries for want of weigh bridge, the ins-
tallation of which is not considered economical 
by the Corporation. The difference between 
the RIR weight and physical balance computed 
on the basis of volumetric measurement is treat-
ed as consumption. The Committp.e are inform-
ed that coal and gypsum are transported in open 
wagons and that the railways and suppliers do not 
accept' responsibility for transit los~es. The Cor-
poration has claimed that the actual consumption 
of coal and gypsum per tonne of cement at Man-
dhar unit inclusive of transit and handling losses 
compared favourably with the percentage of con-
sumption given in the DPR . The Committee 
have dealt' with this aspect in a saparate section. 
They would like the Corporation to examine the 
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present system of their transportathn in consul-
tation with the Railways and devise measures Co 
obviate the likelihod of pilferages and losses iD 
transit. They feel that there is a snag ~n the 
present arrangement for computing the quanti-
ties of coal and gypsum on the b"lsis of volume-
tric measurements in as much t!te pilferag"!s and· 
losses in transit cannot be known f'xactly in the 
absence of a weigh-bridge. Thl~ Committee 
would like the Corporation to consider the eco-
nomics of installation of a weigh-bridge and other 
alternative methods of exact measurement vis-a-
vis the benefits that may accrue to the Corpo~ 
tlon from exact weighment and adl)pt a suitable 
system which can enable it t.:l cheock the RIB 
weight of coal and gypsum wit.h their exael 
weight on receipt thereof at destination. 

The Committee regret to note that, as cora-
pared to the norms laid down in DPR, the con-
sumption of limestone was higher at llanl\h.8r 
in 1970-71 and 1971-72; the consumption of gyp-
sum was higher' both at Mandhar and Kurkunta 
in 1972-73 and 1973-74: the consumption of coal 
was higher at Mandhar in 1970-71 and 1973-74 and 
at Kurkunta in 1972-7".3 and 1973-74; and the con-
sumption of power was higher in all the years of 
operation both at Mandhar and Kurkunta. The 
higher consumtption of limesto,ne was attributed 
to abnormal dust losses; that :>f gypsum to :1igh 
percentage of tri-calcium alumin~teo in the cement 
produced: that of coal due to inf-erior quality of 
coal supplied by the collieries linkf'd by the Lin-
kage Committee to the Corporation's cement 
plants and due to teething troublps at Kurkunta 
plant; and the higher consumption of power was 
due to higher hardness of the limestone at Kur-
kunta and higher percentage of tri-calcium sili-
cate in the clinker at Mandhar. 'lhe Committee 
feel that it should be possible for the Corporation 
to control the higher consumption of coal and 
power at Kurkunta by removing the defects and 
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deficiencies in the working of the plant without 
loss of time. 

As ~egards the supply of good quality coal, the 
CommIttee have recommended in paragraph 
12.36 that' the matter may be talten up by the 
Ministry with the authorities concerned at the 
highest level and pursued vigorously till the 
supply of good quality coal is assured. 

12.22 The Committee note that as against the norm 
of 1.65 tonne for limestone and gypsum per t'onne 
of cement, the actual consumption of limestone 
and gypsum together has been less both at Man-
dhar and Kurkunt~. The Commjtt~c are not sure 
whether in view of the high percentage of dust 
losses in Mandhar the overall less use of lime-
stone and gypsum could produ('e ] tonne of 
cement without detriment· to ~uaJjty. The Com-
mittee would like Government/Corporation to 
examine this aspect. 

12.23 The Committee are not sure whether in view 
of the hardness of the limestone and the high 
percentage of tn-calium aluminate in the cement 
discovered at Mandhar, the norms of consumption 
of limestone and gypsum laid down in the DPR 
would be the correct' basis of compat'ison. They 
recommend that realistic norms for consumption 
of the materials, e.g. limestone, gypsum ceaJ, and 
power may be worked out kef'!ping in view the 
characteristics of limestone so thar a true asses-
sment of cost and consumption cf materials may 
be possible. 

12.29 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 was announced 
in September, 1974 when it wu fixed at RI. 139.15 
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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 accordan.ce with laid down 
formulae following incre~s in (i) wages and 
dearness allowance. (ii) price of coal, (iii) power 
tariff and (iv) freight on coal. As retentioa 
prices now fixed are considered quite reasonable 
for the existing cement units, Government en-
visage no change in them. The Committee feel 
that as the retention prices have been fixed after 
a proper study by Tariff Commission and.-e 
subject to escalation on lst July each year in 
accordance with the laid-down formulae, the 
Corporation has no ground to attribute its losses 
to lower retention prices as it has sought to de 
in the Chapter of profitability. They would like 
the Corporation to bear in mind that the only 
way to run its factories on profit is to bring down 
the cost of production and operate the piants at 
the maximum capacity. It would do well to 
identify constraints in the way of maximisilll 
production and lowering costs and make concer-
ted efforts to remove them. 

The Committee note that the cost of produc-
tion per tonne (excluding interest on loan) at 
Mandhar factory was Rs. 124.66, Rs. 126.36 and 
Rs. 144.06 during 1971-72, 1972-73, and 1973-74. 
They were informed that the actual cost of pro-
duction at Mandhar in 1971-72 was less than the 
average cost of production computed by Tarift' 
Commission for the 23 costed units. Even the 
cost of production in 1972-73, after giving allow-
ance for the selling and distribution expenses, 
was less than the average cO'Ot computed by 
Tariff Commission. The per tonne cost of pro-
duction in 1973-74 was less than the cost projected 
for that period though the capacity utilisation 
was only 74.4 per cent. They learn that the cost 
of production could be further improved if the 
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capacity utilisation is maintained at 85 per ceat 
which has not been possible due to non-availabi-
lity of suitable quality of coal and wagons and 
power cuts. BesIdes, fncreases in the cost of 
inputs and wages of labour are beyond the con-
trol of the Corporation. The questions relating 
to quality of coal and supply of wagons are re-
potted to have been taken up by the Ministry with 
the concerned authorities. The Committee are 
distressed to note that the cement factories at 
Mandhar and Kurkunta are not able to get' good 
quality of coal and adequate number of wagons. 
They would urge the Ministry to pursue the 
matter more vigorously with the concerned 
authorit1es at the highest level and not to relent 
till regular supply of good quality coal and ade-
quate number of wagons is assured on a firm 
basis. They would also like the Ministry to take 
up the question of power supply to Kurkunta 
f:tctory with the authorities concerned in Kama-
taka State and make efforts to get adequate and 
uninterrupted power supply for the factory. 

The Committee were also informed that the 
cost of production for 1973-74 at Mandhar Plant 
was higher than the standard cost fixed by the 
Board during that year due to lower volume of 
production 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 pro-
duction fell in 1973-74 and resulted in higher cost 
of production. They have dealt with the fall in 
production and the higher usage of limestone. 
coal and power elsewhere in this report. 

The Committee note that the cost of produc-
tion At Kurkunta unit was much higher (Rs. 
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 incl-



1 2 

402 

3 

dance of depreciation, overheads, etc, per tonne. 
They are informed that production in KUl'kunta 
factory has not yet stabilised due to various con-
straints and the comparison of cost of production 
with that assumed·' by the Tariff Commissioll 
would not be meaningful. DUring the quart'er 
ended December, 1974, when the average capacity 
utilisation at Kurkunta was 76 per cent (as 
compared to 43 per cent in 1972-73 and 55.5 per 
cent in 1973-74) the actual cost of production 
excluding the interest charges was Rs. 134.05 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 Committee are unhappy to learn 
that even at 85 per cent capacity utilisation in 
Kurkunta, the cost of production is expected to 
be more than that taken into considel'ation b1 
the Government because of higher capital outlay. 
They would like the Government/Corporation to 
stUdy the working of the Kurkunta factory in 
death and take concerted measures to bring about 
reduction in the cost. 

112. 12.39 The Committee note that, besides other 
factors accounting for high cost of production, 
the cost of limestone is high. They were infor-
med that necessary steps were being taken to 
reduce the cost of limestone. The Committee 
have already expressed their views on making 
the quarry operations more efficient and economi. 
cal. They hope that all possible measures will 
be taken to maximise departmental production 
and lower the cost of production of limestone. 

113 12.:40 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 December, 1974, 
the cost of production (without interest char-
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ges) would come to Rs. 127.62 and Rs. 128.65 per 
tonne at Mandhar and Kurkunta respectively as 
compared to the cost of ·Rs. 127.15 assumed by 
Tariff Commission including escalation allowed 
by Government up to 15th September, 1974. They 
hope that the Corporation would spare no efforts 
to realise its expectation of 90 per cent utilisa-
tion of rated capacity in each of these two fac-
tories during the 5th Plan period and will keep 
its cost of production below the level determi-
ned by the Government from time to time. 

114 12.51 The Committee note that as 8'gainst the 
permissible limit of 27l per cent upto June, 
1973 and 331 per cent afterwards for the use 
of old gunny bags, the Mandhar plant used less 
number of old gunny bags in 1970, 1972, 1973 
and 1974 (upto March) and the Kurkunta plant 
used less number of such bags in 1972 and more 
in 1973-74. Lesser use of old gunny bags which 
required excessive use of new gunny bags re-
sulted in an extra expenditure of Rs. 2,4'8,530 
till 1973 and the excessive usage of old bags 
brought about a savin'g of Rs. 92,449. The Com-
mittee are informed that the Corporation used 
excessive numbCT of new gunny bags during 
the initial period of the commissioning of its 
plants (1970 and 1971 in the case of Mandhar 
and 1972 in the case of Kurkunta) to create an 
image for its product. While the Committee 
appreciate the anxiety of the Corporation to 
create a good image when it entered the market 
for the ftrst time, they cannot understand why 
the excessive use of new 'gunny bags was conti-
nued in 1973-74 in the case of Mandhar. They 
regret to note that by resorting to excessive 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 Com-

--_._-----_._--_._------- ---_. ----- -"'- . __ . -- ----- -- ---------- - -----
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mittee would like the Corporation to ensure 
that the use of new gunny bags dpes not exceed 
the permissible limits at Kurkunta or Mandhar 
hereafter. 

115 12.52 The Committee were also informed that the 

116 12.64 

excessive use of old gunny bags had to be re-
sorted to due to unsatisfactory supply position 
of new gunny bags. They would like the Cor-
poration to plan the purchase of new gunny 
bags in such a way that each plant always has 
enough stock of new gunny bags and temporary 
dislocation in the supply of new bags does not 
create any difficulty in the packing of cement. 

The Committee find that while the actual 
cost of production per tonne of cement (inclu-
ding interest on loans) was less than the average 
sales realisation, it was more than that assumed 
by Government for working out the retention 
price in 1971-72 and 1972-73, leading conse-
quentially to reduction in margin of profit. 
They are however concerned to note that, in 
1973-74 cost of production (including interest on 
loans) per tonne went up to Rs. HM.42 as against 
the average sales realisation of Rs. 141.74. During 
1974-75, the gap has further widened in as much 
as the increase allowed by Government in the 
retention price is Rs. 8.15 per tonne while the 
cost of production had gone up by Rs. 10.79 per 
tonne upto September, 1974 and has further in-
creased by Rs. 2.82 by December, 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 
is sure to affect adversely the profitability of 
the Corporation further if nothing is done in 
the meantime to reduce the cost of production. 
The Committee recommend that the Corpora-
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tion should spare no efforts to bring down the 
cost of production by increasing the output and 
by effecting economies in consumption of mate-
rials and expenses on overheads so that the 
profitability may be improved. 

The Committee note that the Corporation 
had made cash credit arran'gements upto a limit 
of Rs. 78 lakhs (Rs. 43 lakhs in respect of Man-
dhar Plant and Rs. 35 lakhs in respect of KUr-
kunta Plant) against hypothecation of finished 
and semi-finishe-i goods etc. with the State 
Bank of India. Due to the credit curbs im-
posed by the Reserve Bank of India. the draw-
ing power against the credit limit of Rs. 78 
1akhs was reduced to Rs. 60.87 lakhs from 
December 1973 and to Rs. 49.68 lakhs (Mand-
har-Rs. 26 Jakhs and Kurkunta-Rs. 23.68 
lakhs) from July, 1974. The cash credit ac-
~ally 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 Kur-
kunta). The Committee are informed that the 
reduced cash credit limits are not adequate to 
finance the working capital requirements and 
the funds received from Government for capi-
tal expenditure have been diverted tempo-
rarily to meet the working capital requirement 
of the two operating plants. In view of the 
fact that the cash credit actually availed of by 
the Corporation was much less, Rs. 36.70 lakha 
as on 31st March, 1974 than even the reduced 
cash credit limit of as. 49.88 lakhs, the Com-
mittee are unable to understand the justifica-
tion for the Corporation to divert capital funds 
received from Government to meet the work-
ing capital requirements. In the opinion of 
the Committee such a diversion of funds is 
irregular. 

The Committee therefore recommend that 
Government should, examine the implications 
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of this arrangement and take steps to streng-
then the financial position of the Company. 

118 13.21 Th~ Committee are surprised to learn that 
in 1972-73, when the Mandhar Plant utilised 90 
per cent of its installed capacity, it suffered a 
loss of 0.64 lakhs as compared to a profit of 
Rs. 2.56 lakhs in 1971-72 when capacity utilisa-
tion was 82 per ce'nt, even though there were 
savings accruing from recoveries made to-
wards the cost of contliners and selling agency 
commission. The loss swelled to R '. 25.86 lakhs 
in 1973-74 reportedly due to under-utilisation 
of capacity (761 per cent), increases in coal 
and power consumption, costs of inputs and 
wages and adjustments relating to previous 
years. The losses suffered by Kurkunta plant 
were 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 Decem-
ber, 1974, the Mandhar factory is expected to 
brea,k even at 83 per cent utilisation of its capa-
city and the Kurkunta factory at a5 per cent 
utilisation of capacity. The Committee re-
commend that the Ccrporation should take 
com.'erted measures 1.10 maximise pl1OduC'tion, 
avoid excess consumption of materials and 
effect economies in overhead expenses so that 
the cost of production may be reduced and the 
plants are in a p:>sition to breakeven. 

U9 13.26 The Committee note that the Internal Audit 
Cell started funct~oning 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 Corpo-
ration as a whole on the lines recommended by 
the Committee in their 15th Report (4th Lok 
Sabha-April, 1968), reportedly due to inade-
quate staff. They are informed that the support-
ing staff was enhanced and the increased 
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strength is considered enough in view of the 
size and economic viability of the organisation. 
By the middle of 1975-76. the Head Offtce based 
llntt~rnal audit unit is proposed to be supple-
mente:i by two field units and each field unit 
will attend to regular internal audit of two 
projects/plants/establishments. The Committee 
recommend that the Corporation should orga-
nise the internal audit wing on a sound footing, 
to enable it 110 discharge effectively its func-
tions, including critical review of systems, 
procedure and the operation of the undertak-
ing as a wholt: as reccmmended by the Com-
mittee in their 15th Report (Fourth Lok 
Sabha). 

120 14.13 The Committee note that in response to the 
recommendations made by the Action Committee 
on Public Enterprises headed bv Shri M. S. 
Pathak, which examined the structure of Corpo-
ration's headquarters office and the Mandhar and 
Kurkunta Plants, a Director (Projects) and a 
Director (OperatioD1) has been appointed 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 rega·rd to the appointment of an eminent spe-
cialist from the Industry as a part-time Direc-
tor on the Board. 

121 14.14 The Committee also note that the Action 
Taken Committee recommended that there 
should be General Managers incharlle of opera-
ting plants as well as those under con,truction. 
The Action Taken Committee pointed out that 
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the existing structure at Mandhar Plant 
suffered from a number of weakne:;ses, 
viz., as many as 11 people reported directly to 
the Works Manager, direct responsibility for 
production was shared between Resident 
Engineer and Production Superintendent, the 
chain of command and line of communication 
was not rational and adequate specialised ser-
vice support to production department seemed 
to be lacking. The Committee are infcrmed 
that the Corporation does not consider the 
post of General Manager necessary because of 
the small size of· the units at present and the 
appointment of General Manager will be consi-
dered 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 officers in the running of the 
plants. The Committee note that posts of Pro-
ject Manager have been/are being filled up' for 
each project under construction from initial 
staget/'as recommended by the Action Com-
mittee. The Committee would like that Gov-
ernment/Corporation shculd rationalise the 
chain of command and line of communication 
and build up a scientific management informa-
tioIii'system. The Committee recommend that 
the organisation structure at the plant level 
may be suitably reframed keeping in view the 
recommendation of Action Committee after 
carefully considering the financial implication 
thereof with a View to removing the defects 
and deficiencies in the set-up and providing 
well defined areas of responsibility for attaining 
maximum production coupled with economy. 

The Committee note that. in 1972 when the 
staff strength was 138. the Staff Inspection Unit 
of the Ministrv of Finance had conducted a work 
study of the Headquarters of, the Corporation and 

--
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found that 16 persons (including 6 officers) were 
surplus. The Management stated (November, 
1973) that in view of the two new projects san-
tioned by Government and the increased activities 
of the Corporation arising out of the advance ac-
tion to be taken for Fifth Five Year Plan pro-
jects, the implementation of the recommendations 
of the Staff Inspection Unit was not possible. 
The staff strength as on 31st March. 1974 has 
risen to 156. The Committee have alr~ady found 
that on account of the excessive staff in Head-
quarters which was stated to have been based on 
the original anticipation of 5 million tonnes capa-
city the overheads on the individual projects have 
been very high. The Committee would like to 
caution the Corporation that if the staff strength 
at the Headquarters is not kept under strict con-
trol and if the man-power is allowed to increase 
unrelated to the volume of work, the surplu'!l 
manpower will become a permanent lwbility 
which will have an adverse effect on the profit-
ability of the Corporation. 

The Committee also note that as against the 
strength of 511, provided in the 'DPR, for Mandhar 
plant, the personnel in position as at the end of 
March of 1971, 1972 and 1973 were 694. 669 and 667 
respectively. 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 of 481 for al1 the depart-
ments except (i) Quarry Department, W) Ac-
counts Department and (iii) Drawing Office. On 
the basis of the Staff Inspection Unit's recommen-
dations the Board approved the permanent 
strength of 488 (481 recommended by the Inspec-
tion Unit and 7 for preventive maintenance for 
which no provision had been made by the Inspec-
tion Unit) ftOr the departments covered by thr. 
Unit. The Board subsequently sanctloned a 
strength of 89 for Accounts, Drawing and Quarry 

---------------------------- - ----- -
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Departments which were not covered by the Ins-
pection Unit, thus sanctioning a total strength of 
577 for the entire Mandhar plant as against the 
actual staff strength of 629 as on 31-3-1974. The 
Committee note that no fresh appointments are 
being made by the Corporation and the surplus 
staff is being adjusted against the vacancIes aris-
ing from time to time. They hope that the Corpo-
ration will continue efforts to bring the actual staff 
strength down to the level of sanctioned Rtrength. 

The Committee note that as against the 
strength of 511 indicated in the DPR of Kurkunta 
Plant the actual strength on 31st March, 1974 is 
573. The Committee are informed that, as 
against the prOVision of 511 personnel in DPH. 
the Board in November, 1974 approved the per-
manent staff strength of 574 personnel and tem-
porary additional strength of 27 personnel. Ex-
plaining the increase over the strength provid-
ed in DPR, it has been stated that the DPR pro-
vided the minimum requirements on the basis 
of average conditions prevailinr.. at that time 
(1966) but it did not take into consideration the 

exact lay-out of the plant which was given hy 
the plant supplier later. The permanent staff 
strength sanctioned by the Board in 1974 is stat-
ed to be as per Indu'ltrial Engineering Study. 
The Committee see no justification for sanction-
ing 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 surplUS. 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 production and 
the profitability. 

The Committee note that it has not been 
possible for the Corporation to make a com para-

--.. ----- --------' -----------
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tive study of the productivity (man-hourI 
tonne) and cost of salaries and wages per tonne 
etc. in Mandhar Plant and other cement fac-
tories due to non-availability of relevant data in 
respect of factories in private sector. The pro-
ductivity for the Mandhar Plant works out to 6.5 
man-hour per tonne which is stated to be com-

paring favourably with 3 cement factories (names 
not disclosed) having an average of 7 man-hour 
per tonne. As the 3 factories 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 operation and appraise the perform-
ance of each plant with reference to the norma 
from year to year. 

126 14.45 The Committee note that under Articles 
117 (26) and (27) of the Articles of Association, 
the Directors of the Corporation delegated cer-
tain powers to the Managing Director in 1965 
and the same delegation is still in force. The 
Bureau of Public Enterprises had emphasised in 
September, 1970 that the system of delegation 
of powers throughout the managerial hierarchy 
upto the lowest level of each enterprise should 
be reviewed on a comprehensive basis in order 
to ensure that, at all levels, the centres of res-
ponsibility corresponded exactly to the centres 
of )powers :but no such revielW was done till 
November, 1973 nor was the demarcation of the 
detailed powers and functions of the Financinl 
Adviser made as required under the guidelines 
issued 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 
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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 func-
tion is for the management to finalise. As the 
matter has already been delayed for too long, 
the Committee would like the Corporation to 
finalise without any further delay the delega-
tion of powers not only to the Managing Direc-
tor, functional Directors and Heads of Depart-
ments but also to subordinate officers through-
out the hierarchy in the light of the recom-
mendations made by the Bureau of Public Enter-
prilel in May, 1969 and September, 1970 and the 
.Aciion Taken Commii1ee and implement the 
lame as soon U pOlilbl •. 
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