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INTRODUCTION 

• I, the Chairman. Committee OJ) Public Undertakings having been 
authorised by the Committee tg submit the Report on their behalf. 
present this 49th Report on Action Taken by Gover;nment on the 
recommendations contained in the 22nd Report of the Committee on 
Public Undertakings (Eighth Lok Sabha) on Bharat Heavy Plate ,. 
Vessels Ltd. I 

2. The 22nd Report of the Committee on Public Undertakings. was 
presented to Lok Sabha on 10 April. 1987. Replies of Government 
to all the recommendations contained in the Report were received 

. on 20 June, 1988. The replies of Government were considered by 
the Committee on Public Undertakings on 4 August, 1988. The 
Committee further considered and adop'ted this Report at their 
sitting held on 31 August, 1988. 

3. An analysis of the action taken by Government on the recom-
mendations contained in the 22nd Report (1986-87) of the Committee 
is liven in Appendix II. 

NEW DILHI; 
September 29, 1988. 

AlVina 6, 1910 (8) 

VAKKOM PURUSHOTHAMAN 
Chairman, 

Committee on Public Undertaking. 

(V) 



C.llAPTER I 

REPORT 

The Report of the Committee deals with the action taken by Gov-
ernment on the recomment:ations contained in the Twenty-Second 
He-port (Eighth Lok Sabha) of the' Committee on Public Under-
takings on Bharat Heavy Plate and Vessels Limited (BHPV) which 
was presented to Lok Sabha on 10 April, 1987. 

2. Action Taken Notes have been received from Government in 
.respect of all the- 20 re=ommennations .oontalped in the Report. These 
have been categorised as follows:-

(i) Recommendations!obseTvations that have been ClCCepted by 
by Government 

81. Nos. 1--4. 6 and S-IB. 

(if) RecommendatiOflSj.observations which the Committee do 
not desire to purs'lte illt view of Government's replies. 

S1. Nos. 19 and 20. 

(Iii) lUcomm·endation/obSef't'dtion ion respect oj W'hiOh 'reply 
of Government has not be" accepted by the Committee. 

Nil. 

(iv) R.eco·m.metJ.dG.tioRS/observGiiotu i1t respect of tOh.ich 1IfuIl 
replies of Government. are .till 4W4ited. 

Sl. Nos. 5 and 7 

3. The Committee desire that the ftnal rep'llea iii respect of re-
commendations for which only interim repliM baY. IMeD ehen b7 
Government should be furnished to the Committee expeditiously. 

4. The Committee W'111 ftOW deal with the aetlon taken '" Gov-
er1mJel1t on some of their reeommendatiolls. 
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A. Order Book Po.iticm 
Recommendalion No. 2 (Paragrapb 1.29) 

5. In connection ·with giving benefits of deemad exports to BHPV., 
the Committee had inteT-alia recommended as follows: 

"The Committee find that as the fertiliser industry is a priority 
sector. ~glopal tendering is permitted. However, because 
of stit! competition from foreign· parties which are able 
to quote substantially low rat~8 'as well as better terms of 
delivery on ac(:ount of ready availability of raw materials 
within their country. the inflow of orders to BHPV for the 
pl'ocess eqUipment for fertilizers' is adversely affected. In 
Committee's opinion the least that can be done in such 
cases is that the benefits of deemed exports should be ex-
tended to BHPV wherever global tenders are invited. Th'3 
Committee would like the Ministry of Industry to take up 
the matter with the appropriate authorities." . 

- -

'. ~ "6. 'In' their reply the Ministry have stated that ,the matter was 
taken up with the Ministry of Co~merce who have stated that at 
present deemed export benefits are granted in: respect of supplies 
made to projects financed by specified agencies like International 
Dev~lopment. j\.ge.nICY.. International Ba*. fOJ: Re-IConstr"l£tion . and 
"DeV'elopin~nt and Asian Devclopment Bank. These benefits are also 
extended to projects finanoeed by . specified bilateral I multi-lateral 
extern:ll agencies aDd to ONGCIOILIGAIL for- their drilling opera-
tions HBJ Pipelines. They have added that the question of exten-

. cijpg deemed export benefit to BfIPV is not covered by the ;present 
'llolicY· At their ~uggtlstion, this matter has been taken· up with the 
Ministry -of Finance. Department of Economic Affairs. 

7. The Committee regret to Dote that the Ministry has takeD 
more than. a .year for approaching-the appropriate Miniatry i.e. 
Ministry of Finanee, for seeking help in giving beneftts -of deemed 
exports to BHPV. The Committee, therefore, strongly recommend 
that the matter may be pursned at the hlglhest" level in the Ministry 
of Finance aDd Committee be informed of the outcome within three 
month. of the presentation _ of tbis Report • . ~ '. ~ '. -: ... , : ~." . , . 
Ii Cdj)acity·VtUi8Gtion ,~ 

',::,. ~e:Daation No.' '5' (Paragraphs 2.28 and' 2.2&) 

.. ,.: ~ ~~ga!ds!JCi~tific ~ssessm,ent of acWal capacity: utilisation 
for ca1culatin:g phYllcal. prodUClUon in. BHPV, the .CQInm~t~.·1;la4 
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bated that an~ereise was on for iaying down norms for measure-
.t of physical production. Accordingly, the Committee had 
recommended that this exereise should. be completed urgently so that 
luitable. scientific coll\Putation formulas for assessing the actual 
Capacity Utilisation were devised. 

9. In their reply, the Ministry h,ave stated that company has eon-
stituted a Committee to arl'ive at the norms of Capacity Utilisation 
in terms of standard hours in view of the fact that the tonnage would 
not be a represen,tative measurement. The Committee has been 
asked to expedite its report. Once the new norms are evolved, the 

. neer! for adoptioJlof an int,ensity factQl' will npt arise. The recom-
mendations of ~h'e CoIIlIllHtee will be put up to the Board of Direc-
tors for their approval. .. 

10. The Committee regret to note that BUPVhas not laid down. 
DOrml for meUUl'ement of its physical production so far. Tbey take 
a serious note of the matter p811icularly in view of the fact that 
the Ministry of Industry had in;pl'med the Audit as far back as in 
February, 1984 that the Company was then working out alternate 
methods of expl'essin/l production. It appears that BHPV bas taken 
the matter in a casu,al m.enner. The administrative MiniStry also 

,appear to have failed to ensure that .the 8iS8Ul'aDee gweD by them 
to .audiLwas l~onoured by tIJe Coulpany within a reasonable tUne .. 
T~c l\linistry have now infonned that the. Com,pany has constitute~ 
~ C~punittee t<t arrive at the norms of capacity utilisation in. terms 
of standard h~s. Tbey ba,'e not intimated' as to when this Com-
mtttee was constituted. The Committee desire that their Neommen· 
datiCNl should be taken seriously and with a sense of Ul'~ency and the 
Government .ould ensure that scientific nonns PC laid down for 
measure~ent of the Pusical production without any further delay. 

C. Manpower Pianning 

.RecollUllendation No.7 (para 3.29) 

U. The Committee had nJted that in the project report Of Bhara1 
Heavy Plate and Vessels, the collaborators had recommended for an 
annual production of 2'3210 tonnes, a total nUmber of 2110 employe-
es of which direct and indirect workers were to be about 38 Per' eent 
and 32 per cent respectively. The undertaking, however, made its own 
asseEsnient of man-power requirements from time' to time viz. 2568 
in October, 1967, 3568 in ApriL 1973 and 4149 in June, 197~ although 
the actual production:was far below 23210 tonnes. FrOhl 19'79-80 on .. 
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wards indirect worker& increased rapidly and in 1983-84, the ratio of 
indirect and direct workel~s stOOd at 114:100 as against the norms of 
84:100 indicated by the collaborators. An analysis of the employees 
strength at the end of 1985-86 revealed t.ru.t agatnst the norms of 
555 there were as many as 1253 supervisors apd ofBcers. The Com-
mittee therefore recommended that for a proper and realistic apprai-
sal of the manpower needs the undertaking should entrus,t this work 
to a recognised management institution like National Productivity 
Council and Co~mittee desiTe to be informed Of the action taken in 
this regard. 

12. In their reply the Ministry have stated that the National In-
stitute for Training in Industrial Engirieerini, Bombay has been 
assigned a contract to conduct manpower studies' and to come 
out with requirements department-wise, level-wise 'based on 3 years 
load. The team has completed their studies in various shopsloftice4. 
The data is being compiled and the report is expected to be made 
available shortly. After its receipt, it will be considered by the Board 
of Company. 

13. The Committee note that in pII1'8ll8D.ce of their rerOllUnellda-
tion BHPV has eo .... National Institute for Trainlnc in laduat-
.rial Enghteering to e&Dduet mlllBpower stu ... mthe Compuy. The '" . Study team is reported to havp. eompletetl their statlles and hir re-
port is expeetedi to be made available shortly. The Committee de-
sire that the National Institute for Training in Industrial EqlDeer-
ha, may be asked to dil'~t the Study Team to ftDaIiIe their report at 
the earliest, so that the pret'ise manpower requiremellts of the 
c.ompany art known and. n~!'essary measures taken for optimal uti-
lisadoD or manpower. 

D. Surplus Machines 

Recommendation No. 12 (Paragraph 4.15) 

14. The Committee had noted that out of 75 machine valuing Rs. 
667.48 lakhs procured from outside the 'Country, 11 machines indud-
ing 3 high cost machines have not been med at all. In respect of 79 
machines (includiDg 13 High Cost Machines) utilisation factor raz:rr. 
led between 1 per cent and 44 per cent and there were 83 machines 
which were stated to be ft1l1y utilised but their utilisation. . factor 
ranged between. 3 pet cent and 91 per cent. The Committee felt that 
not only the huge capital involved in the purchase of these DUlchin~ 
was b1oe1Ded wi~out any return, avoidable expenditure was incur-
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red on their servicing and on. the precious space. The Committee, 
therefore, recommended that the machines not being utilised should 
be disposed of immediately in whatever manner possible. Possibili-
ty of using these machines in other public sector undertakings could 
be explored and if there were no takers there, these might be put 
on sale to private users. The Committee a.lso recommended that a 
fresh exercise be made to identify SUch of the sparingly used mach-
ines which could be dispensed w~th in the interest of economy. These 
should be disposed of at the earliest. The Committee also desired to 
bE: apprised Of the concrete a(:tion taken in this regard within six 
months of the presentation of their report. 

15. In their reply 'the Government have stated that a list of sur-
plus machines was circulateu to various Public Sector Undertakings. 
An advertisement was also given in local and national newspapers 
based on quotations received, BHPV have already wId 9 ma·chines. 
Eight other machines were identified for public auction but could 
not be sold in auction fOr want of minimum price bids. Further 
efforts are being made to dispose of these and other ma·chines, to 
the best advantage of the Compan.y. 

16. The Committee note that the Company have sold only a 
machines. 1'he Committee h,we not been informed as to how many 
machines have been found surplus. and are to be di"posed of. 'they 
would like to be inform('d urgently of the step:; taken or proposed 
to be taken to dispose of slI('h surplus machinrs. 

E. Followup action on ,·eCommell.dat?ons 

11. The Committee appreriate that the Govenlment have accept-
ed most of the recommendations .of the CommiUee and the Company 
is taking steps to implement them. In reply ~o recomhlendation Nos. 
4, 8 and 16 BHPV is reported to have taken steps to optimise the 
eapadty utillsatiG-n, to redu('~ the idle time and to streamline the 
system of material management respectively. Similarly while accept· 
iag the ret'ommendation Nos. 10, 11 and 13, the Government has ad-
vised the holding company to conduct 0 review of incentive scheme 
and R I1Ild D work of the Company. The Committee hope that the 
Govemment would eOlltinuously evaluate the progress made by the 
Company in all th.se fields so that assurance given to the Committee 
........... imProvement in thr. perforutalke of the company al'8 
fully implelM11ted. 



CH/\P1'E~ U 
. /(-

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED ay 
GOVERNMENT 

Recommendation No. 1 (Para 1.25 to 1.28) 

<. 

1.25 Bharat Heavy Plate &. Vessels Ltd. incorporated. in June, 
1966, was established with the sole objective to manufacture custom 
DUilt process pla,nt and equipment for use in tl1e fertilizer, petro_o 
leum and allied industries, for which sustained demand was anti.-
cipated. At that time the annual gap between demand and supply 
of plate and vessels type equipment had been e.stimated lit 72QgO 
tonnes and keeping this in view, BHPV was esiablished with an· 
annual capacity of 23,210 tonnes. ° However, right from· the inception 
the order book position of BHPV has been critical and the installed 
capacity of 23,210 tonnes, which waS expected to meet only one 
third of the estimated gap, ramained greatly under utilised. Obvious-
1y the projections of demand and reqwrements of process plant and 
equipment were not based on any scientific study but;. were more 
in the nature of perfunctory guess work. The Committee 'deprecate 
formulation of such faulty projections on the basis of which invest-
ment decisions have been taken. 

1.26 The Committee have been informed that the capacity plan-
ned in BHPV was expected to take care of roughly one third of the 
requirements of the fertilizer plants in the country. But even 
before BHPV started its operations, ~he sizes of the fertilizer plants 
were changed from 450 tonnes·oper day plants to 950 tonnes per day 

. plants without any interaction with BHPV. The change in the 
demand pattern created a technological gap and no wonder BHPV 
did not get any major orders from fertilizer. plants, which were 
mostly lost to foreign com~titors. It. has been 'stated that BHPV 

. had represented to the Ministry on several occasions regarding its 
low order book position from fertilizer sector and·· desired that 
certain equipments may be earmarked for fabrication° indigenOusly;. 
No tangible action seems to have been ~en in this regard although 
the Ministry of Industry have informed that the ma~ waa· brought 
to the notice of the .Ministry of Fertilizers and Chemicals; 

. : ... 
I 
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,1.27 The Committee are surprised at the 8J'gutnent advanced by 

the ~istry of Industry that "BHPV can neither decide nor dictate 
regarding the size of the refinery or the fertilizet plant which should 
be set up by its. customers." It 'has to .be po~nted out that 
BHPV had been established primarily to cater to the requirements 
of the process plants of fertilizer and petroleum industries and thus 
the technologies acquired and the skills developed were related to 
the demand projections 'Of the user Mlnistries. Therefore any switch 
over from one technology to ~nother in the user organisation was 
bound to have repercussions on the operation of BHPV. 

This underltCor~s the need for perspective planning and a mean-
ingful coordination betwe~ the Ministry of Industry and the user 
Departments. On the basis of the reviews of the working of some 
public undertakings like BHPV the Committee are constrained to 
conclude that 'capacities have been created at huge cost for meeting 
demand projection which were found highly inBated and unrealistic. 
Furthermore after the setting up of such ulidtlrtakings, the admini$-
trative ministries concerned have not been able to provide the 
necessary protection needed to enable these undertakings to establish 
themselves fully and discharge the role assigned to them. 

1.28 The Committee feel concerned to note that in view of the 
limited demand potential from the three core sectors i.e. fertilizer., 
petro-chemicals and refineries, BHPV was foreed to take up new 
lines like cryogenics and"steam boilers for possible optimum utilisa-
tion of the' facilities created. With the various diversification 
schemes undertaken from time to time the Comp,:my has been able 
to improve its order book position to' some extent but even then the 
capacity utilisation remains far below the rated capacity.' It has 
been stated that the order book position in respect of the process 
plants continues to be critical as BHPV could secure only very few 
orders in respect of the new fertilizer plants being set up in the 
co,untry~ Orders are lost to foreign competitors as they are able to 
offer bette.r delivery and price terms compared to indigenous manu-
facturers. who have necessarily to import their raw' materials like 
steel from foreign countries. This involves longer p.rocurement lead 
time and hence longer delivery schedules. In order to minimise 
competition from the foreign competitors, BHPV lias approached 
the Government to formulate separate guidelines for earmarking 
some equipments for indigenous parties who have ,acquired neces-
sary capabUities in their respective fields. This undoubtedly seems 
a workable proposition alld. the Committee desire that the Ministry 
of Industry should take· it up urgently and if necessary, at the high-
est level. The Committee have no doubt that the acceptance of such 
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a scheme will surely go a long way in better utilisation of· the exist-
ing capacities set up with the huge costs and consequential savings in 
preciou. foreign exehange. 

Reply of the Government 

The recommendation for earmarking some equipments for 
indigenous pa.rties ,who have acquired necessary capabilities in their 
respective fields has been taken up with the Ministry of Petroleum 
and Natural Gas, Department of Fertilizers and the Department of 
Chemicals and Petro-chemicals. It is the constant endeavour of tht1l 
Ministry to ensure that adequate· o.rders are placed on' the indigenous 
.capital goods manufacturers in the public sector. The question of 
placement of adequate orders on units like BHPV is taken up conti-
nuously with the user Ministries. Very often these issues are takeu 
up at very high levels on a case to case basis. The placement of 
o.rders on foreign suppliers, however, is 'considered by the usttr 
Ministries keeping in view the internal resource problema 'and the 
need to use credits. . 

[Ministry of Industry, Deptt. of Public Enterprises O.M .. No, 
11 (2) /86-PE. IV dated 20-6-1988] 

Recommend:,tion No. 2 (Para 1.%9) .... 
The Committee find that as the fertiliser: industry is a 

priority sector, global tende,ring'is permitted. However, because of 
stiff competition from fOfPign ,parties whioeh are able to quote sub-
stantially low rates as well as better terms of delivery on a<t:count of 
ready availability of raw materials with:n their country. the inflow 
of orders to BHPV for the p.roeess equipment for fertilizers is adver-
sely affected. In Committee's opinion the least that .;:an be done in 
such cases is that the benefit of deer.led exports should be extended 
to BHPV wherever global tenders are invited. The Committee 
would like the Ministry of Industry to take up the matter with the 
appropriate autho:rities. 

Reply of th<' C..ovemment 

The matter was taken up with the Ministry of CommellCe who 
have stated that at present deemed export benefits are granted ill 
respect "Of supplies made to projects ftnan.;:ed by specified a{feDCiel 
like International Development. Agen.-::y, International Bank for Re-
construction and De-velopD)ent and Asian Development Bank. These 
benefits are also extended to projects ftnanoeed by ipeclfted bilateral! 
multi-lateral external agencies and to ONGC/OILlGA1L for their 
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dr~l1iDg operations HBJ Pipeline. They have added that the ques-
tion of extending deemed export benefit to BHPV is not covered by 
the Pftsent policy. At thetr suggestion, this matter'has been taken 
up with the Ministry of Finance, Department of Economic Aft~rs. 

[Ministry of Industry, Deptt. of Public. Enterprises O.M. No. 
11 (2) 186-PE. IV dated 20-6-1988] 

Comments of the Committee 

Plene Bee para 7 of thr: Chapter I of the Report. 

Recommenddtion NO.3 (Para 1.30 and 1,31) 

1.30 Yet another constraint fa-eed by BHPV is in regard to pro-
curement of raw material particularly imports of steel e~. through 
eanalising agencies. The procedures involved in getting clearance 
for imports from indigenous 'angle are time consuming and the 
imports through the canalising agen,eies further adds to..ihe problems 
of:8HPV. The Secretary, Ministry of Industry was appreciative to 
the difficulties encountered by BHPV in this regard and had assured 
the Canunittee that the matter would be taken up with the appro-
priate MiniStries. The Committee would like to be aPprised of the 
outcome Of these efforts within six months of the pref'entation of this 
Report. • 

1.31 One of the objectives of BHPV is to develop export markets 
with a view to earning foreign exchange. Precious little has been 
doDe in this field. Since inception. BHPV has been able to secure 
only two export orders and no further orders have been received 
fQI' hardware exports so far. Here again the Comnuttee tiod that 
problem is the stiff competition from the foreicu firms. The Com-
mittee desire that more concerted efforts should be put in by BHPV 
to enter this area so that a break through is achieved at the earliest. 

Reply of the GoverDlD.1nt 

1. The problems faced by Bharat Heavy Plate and Vessel'! Limited 
(BHPV) in regard to procurement of raw materials particularly 
import of steel, was taken up with the Steel Authority of India 
Limited (SAl~) and other con-eerned organisations. SAIL have 
stated that BHPV should conside,r the availability of thE' indic:ated 
sizes at the design stage itself and should apply for import of larger 
dimensions only in such cases where it is technically not feasibfe to 
use the available indigenous materials. They have also Bppreciated 
the need to expedite the issue ot import clearances and have made 
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certain suggestions for enabling them to expedite the clearances. 'If 
th.e requisite procedUres are followed, SAIL have assured that the 
import clearan~es would be given 'either during the course ·of the 
meeting of the Import Clearance Co~mittee or withtb. the period 
of about two weeks. BHPV have b~en SUitably advised to follow 
the procedures indicated by SAIL. With this, it is expected that the 
delay in procurement of "raw material will be considerably reduced • 

. 
2. An export cell has been created in BHPV to intensify the 

export efforts and the Company has plans to export to the tWle of 
15 per cent of its production by 1988-89. 

In order to enter into the export market for hardware. BHPV 
has jojned a' consortjum of Public Sector Undertakings for ·exploring 
export market for .refinery and other related equipment .. Similarly. 
BHPV has also joined another Consortium for, export of Fertilizers 
Plants and related items. BHPV has appointed agents abroad to 
promote. exports, With this, it is hoped that there wUl be improve-
ment in the export performance. 

[Ministry of Industry, Deptt. of Public Enterprises' O.M.· No. 
11'(2) 18B-PE. IV dated 20-6-1988] 

Reeommendation No. 4 (Para 2.28 and 2.27) 

The Report of the collaborators for BHPV envisaged a capacity 
of 23,210 tonn~ for various types of equipment with specific: pro-
duct-mix and plant and machinery was accordingly installed. As 
adequate orders were' not forthcoming the Company revised the 
annual .capacity of tlJ,e factory to 18.000 tonnes in April, 1975. The 
Committee find -that ev~ the tar~ets of production 'in terms of 
tonnage laid down each year from 1976-17 to 1983-84 were less than 
half the original -capacity of 23,210 tonnes and were far below the 
rnted capadty of 18,000 tonnes. The actual utilisation of capacity 
(based on the reduced capacity of 18,000 tonnes) ranged between 
33.7 per cent (1979-80) to 60.5 per -cent (1977-78)~.dudng these years 
and except in 1977-78. it was below 50 per cent in all these years. 
From 1980-81 to 198~86,the figures of capacity utilisation'in terms 
of metric .topnes have been arrived at by applying an '''intensity 
factor" but even then the utilisation factor ,ranges between 47.24 per 
cent and 66.36 per cent. This shows that 'even at present a &00. 
portion. of the installed c&pacity remains unutilised. This in the 
view of tae Committee is a matter of serious conocern, 
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The Committee are IUl'priIed at the arpment aclc:Iuced by t» 
:YJniltry that the primary consicleratioD before the Company .. DOt 
full capacity utilisation in· the eoDveDtioDal.eDle but worJdDt 
pt"ofita in its operations. It has been further stated that if at a 
given point of time the Company finds that while mAlri"" II:nnhi!llti. 
eated and high value added items, capacity utilisation would be only 
50 per cent but. profits would lubstant1a1ly increase then they would 
rather go for 50 per cent utilisation of capacity in the conventional 
sense. It needs· to be mentioned that BHPV is not going into other .. 
areas of production out of choice but is fo~ to diversify its product-
mix in order of improve its capacity utilisation. Unless the installed 
capacity of plant and machinery js made Ule of to the fullest extent 
possible, there will always remain, an element of unproductive 
capital investment, which will affect the overall profitability of the 
Company; The committee therefore feel that concerted efforts 
should be made for optimal utilisation of installed facUities. 

Reply of the Govel'DDleDt 
The steps taken by Bharat Heavy Plate and Vessels Limited are 

as followa: - ! 

L An intensive drive to book orders even at marginal costa is 
being made to utilise capacity to the m~imum extent. 

2. New ·collaboration Agreement with HTS Lummus, entered 
into to capture a larger segment of market in Heat Ex-
changers and Pressure Vessels. 

3. With the formation of Bharat Yantra Nigam Limited, 
optimum utilisation of capacity in the six subsidiaries is 
being planned in a concerted fashion. 

[Ministry of Industry, Deptt. of Public Enterprises O.M. No. 
11 (2) /86-PE. IV dated 20-6-1988] 

Recommeudntion No. 6 (Para 2.30) 

While explaining to Audit the reasons for the under utilisation 
of capacity, the Company h~d in 1983 listed out certain constrain,ts 
which affected their perfonn3nce. These inter-alia included absence 
of standard and repetitive jobs, low order book position., longer 
cycle time etc. when asked which of these problems still persisted, 
the Cammi ttee were informed that many of these factors were still 
haVing their influence on the production performan.ce. The Com-
mittee desire that more concerted efforts sh~uld be made and better 
strategies should be adopted to get over these difficulties so that the 
Undertaking'S working becomes streamliMd and the Undertaking 
is able to fulfil its corporah! objective by achieving effective utilr .. 
sation of the installed capacity . 

• 
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The CQmmittee desire that more concerted efforts should be made 
;andbetter~tes1es ih.ot11d- be adOp~"~ .get over thtrse' diftichlties 
'so that ,the UndertalUrig's working 'becomes streamllned and the 

Undertaking is able to 'fulfil Its c{)~porate obyective by'ac!lieving 
effe'ctive utilisation o!the instailed capaclt~: '" 't" ., . 

Reply of the Goveftunent·, 

·A ·Committee was ~onst'itlJted to, sugges't realistic norm. fQr 
assessing the ·capacity of the Company with,the present product 
milt involving mona sophisticated equipment, than what ' was 
envisaged- in the original Project Report. 'l'his Committee' bas lince 
submitted its report and the same will be submitted to the B:>ard 
lIhortly. 

Meanwhile, a number of steps have been taken to improve 
capacity utilisation. Some of the significant actions taken in -this 
regard are detailed, hereunder: 

1. For reducing the cycle time, a number of measures are 
being/have been taken, which inter-alia include timely 
procurement of material, close project monitoring and 
productivity improvements. Consequently, the machine 
utilisation during the year 1987-88 has improved by 4 per 
cent. compared to 1988-87. ... 

2. BHPV was set up primarily to cater to the, capital equip-
ment requirements of Fertilizers, Petrochemicals and 
Refineries. Howev~r" relaising the lean and critical order 
book position for the Proc;ess Equipment from the above 
sectors, the company has ta.l'-cn up a number of diversi-
fication schem~ like Cryogenic Plants. Industrial Boilers, 
Deaerators etc. Conse').uently, the Company could sub-
stantially improve ita order book position as well as the 
capacity utilisation. 

3. BHPV has set up an exclusive exports cell to, make an 
intensive drice for exports. Also, BHPV has become a 
member of some of ths consortia formed with other com-
panies, to improve the export sales. In May, 1988, .,the • 
company achieved a break-through by securing an order 
from Sri Lanka for design, supply, erection and commis-
$ioning of 2 (two) 14 Mtr. diame'ter Spheres on a ~urn 
key basis (Value Rs. 250 lakhs). Also, many offerlJhave 
been sUbmitted to ov~as parties which are presently 
uz:1der consideratiOn of the ~tlve cUents. 
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As· a result of the various measul'es tu~n., the, ~~b: 'utilisa-

~on ~W'ing 19&7-88 h3s im}"'t'Oved to 71.2 per c_o:t, If (lOmpared· to 
62.0 per cent, during 198~87; 'i'he valt,te o{ pl"CxiUdi~ increased 
to Rs. 142.4 crores dUrihg the year 1987-88 compared to Rs, 96.4 
crores in the previous yeu, representing an increase of 47 per cent. 
The company has made n ne,t profit of Rs: 8.3 crores (before tax) 
during the year 1987-88 as compared to a loss of Rs. 0.29 crores dur-
ing the previous year. 

Government has formed a holding company viz. Bharat Yantrn 
Nigam Limited (BYNL) with BHPV as one of the 8 subsidiaries. 
With the capability of all these subsidiary companies, it would be 
possible to take up more turn key jobs. This step is expected to 
improve further the order book position of indiVidual subsidiary 
companies including BHPV. ' 

[Ministry of JDdustry, Deptt. of Public Enterprises 0.14. 
No 11 (2) /86-PE. IV dated 14-9-1988] 

Recommendation No. (Para 3.38) 

3.30 From the data made a~ailable to the Committee'it is seen 
that the percentage of hoW's-booked-to--jobs to available houts has 
gradually gone up to reach 72.77 per cent in 1985-86. However. the 
percentage of idle hours to net available hours which was 11 per cent 
in 1979-80 rose to over 26 per cent 'in 1985-86. Thus the labour utili-
sation in the year 1985-86 remained at about 73 per cent with 5.70 
lakhs unutUised labour hours, which constitute about 27 per cent of 
the total available hours. This by no means can be considered to be 
a satisfactory state of affairs. The Committee have been iniormed 
that an analysis of the idle time indicates that about 83 per cent of 
the idle hours are for want of work as the undertaking did not have 
sufficient orders for process plants and despite loading the shops 
with o.rders from other products there has been idle time for WBflt 
of work. It is thus clear that the undertaking has more manpower 
than warranted by the needs of the work in hand. The matter needs 
to be looked into for taking 'corrective action either by diversion of 
manpower or finding out other jobs to reduce idle time. 

Reply of the GoverDJDent 

:rollowing action is being taken by the Company to reduce the 
Idle Time: - -

1. Training of employees in multi-trade disciplines to .. bit 
better utilisation of man-power. 
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I. IIatUriDI eveD flow of orders and . un ... nterruptecl IUppl,. of 
raw-maWials 10 that the lc:Ue time tor want 01. work and 
for .at 01. materiall is red.ueed., to a minimum.. 

3. By eDSUrin, eftecti.ve eo-ordination of pl-oject conaultani, 
customer and external inSpecting agencies to avoid delay 
due to design approval, stage inspections etc. 

[Ministry, of Industry, Deptt. of Public Enterprises O.M. No. 
o 11 (2) 186-PE. IV dated 20-6-1988] 

Recommelldation No.9 (Para 3.31) 

3.31. The Committee find that on the one hand the undertaking 
h.ad staff strength much in excess of the originally envisaged strength 
and had high percentage of idle hours, on the other hand the under-
taking had 'been making payments on account of overtime to its 
employees. Despite various controis, reportedly exercised by the 
undertaking, it had paid RI. 20:67 lakhs in the fonn of overtime 
payments du";,ng the year 1985-86. The Committee donot,jind any 
justification of this paymetlt in view of apparent over staffing of 
the undertaking. The Committee would urge that the undertakin'S 
should carefully examine this a.c;pect in the con.text of its manpower 
and idle hours and deploy the available staff in shifts in such a man-
ner that need to pay overtime does not arise. The Committee desire 
that power to sanction overtime shou~d be given to fairly senior 
officers who ~hould be accountable to Chief Executive of the orga-
nization on this score. 

Reply of the Government 

An analys;s of the Overtime paid indicates that they are paid 
for deployment of staff for main.tenance purposes, urgent erect!on 
requirements and for e~sential services such as Security, MedIcal 
etc. Presently, these are being approved by the Sr. Mana~rs and 
above: As desired by COPU. henceforth, the Overtime reqUIrements 
will be sanctioned and approved by the DGMs/GMs on.Iy. Over~ 
time will be res-tricted to tnefcapable needs. • 

'rulnistry of Industry, Deptt. ~f Public Enterprises O.M. No. 
I~'" 11(2)/86-PE IV date 20-6.19881 
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......... da .. No. 10 ... 11 (Pula 3.31, '"13 ... 41') 

. 3.32 The Committee find that with a view to improve producti-
Vlty, the undertaking introduced in 1979 a production incentive 
acileme, which proved for incentive payments for all those who 

- achieved 70. . productive standard man-hours (PSMH) a monLh. In 
!;plte of pa~meni of zubstantial amounts as incentive (B.s. 1l.~ 
lakhs each in 1982-8'3 and 1983-84, Rs. 16.05 lakhs in '1984-85 and 
Rs. 22.28 lakhs in 1985-86) the total PSMH declined from 14.88 lakhs 
hours in 1980-81 to 12.12. lakhs hours in 1984-85, which figure in-
creared to 14.19 lakhs hours in 1985-86. In spite of the introduction 
of incentive payment tite per centage of .idleman hours and idle 
machine hours, which were 11 per cent .and 43 per cent re.::;pectively 
in 1979-80. rose to 26 per cent and 73 per cent respectively in 1985.86. 
From this the Committee get an inevitable impression that the in-
troduction of the inrentive scheme has not contributed to an increase 
in production as was expected. It is also seen that this scheme has 
not been reviewed on. an annual baEis by the Board or the manage-
ment. The Committee desire that a systematk: review of the in-
centive scheme should be undertaken to see how far the extra 
expenditure involved has been commensurate with the improvement 
in productivity of men. and machines at BHPV. 

4.13. The Committee note that the BHPV had originally installed 
plant and machinery at an estfrnated cost of Rs. 1061 lakhs for an 
annual production of 23,210 tonn.es. It cre,ted addition~ faci};ties 
in 1976 at a 'Cost of Rs. 20.70 Jakhs for the revised product mix. Sub-
sequently· also substantial capital inveEtment has been made in prt;>-
viding balance facilities for the production. of specialised products. 
During the year 1983-84 to 1985·86 additional investment to the ex-
tent of Rs. 644.64 lakhs has reportedly been added to the plant and 
machinery. At thE: end of March, 1986, the gross value of plan.t and 
machinery installed oy BH.PV amounted to Rs. 2311.691akhs a·gainst 
the original estimate of Rs. 1061 lakhs. Thus· even though the pro-
duction capacity of the Company has been raduced from 23.210 
tonnes to 18,000 tonnes, there have been substantial additions to 
the plant and machinery. 

4.14. With the overall utilisation factor of the plant ranging 
between 5t) and 60 per cent only, a major portion. of the ins~led 
capadty in machines has remaiDed un-utilised or under-utiUled. 
J'rom the information made available to the Committee it is JeeD 
mat the per centage of idle machine hours to available macbine 
boun was u b1-1h u '13.25 per cent in 1985-88 and this ftpre WIll 
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never )est than -M:8 . per cent during tlie las~ "years. Such large 
ica1e idleness of the machines should necessarily be a cause for 
serious conCem both 'to the Undertaking as well as to the Ministry of 
industry. The Committee desire that suitable corrective measures, 
both short..;term and long term, should be taken urgently to ensure 
that the idle and under-utilised machines are put to maximum pro-
ductive use. ; 

.,.1 

Reply of the GovemlDent 

Recommendation of. the Committee is accepted. Government 
have recently constituted a holding company viz., Bharat Yantra 
Nigam Ltd., of which BHPV is a subsidiary. The Holding Company 
has been advised by Government to conduct a review of the incen-
tive scheme -to see how far the extra expenditure involved hu been 
eommensutate with the improvement in productivity of workers 
and machines at BHPV. 

[Ministry ot Industry, Deptf. of Public Enterprises O.M. No. 
11 (2) /86-PE IV, dated 20-6-1988] 

Rec:oaua.datioD No. 1% (Para 4,15) 

4.1$. The Committee have been infonned that apart trom" " auxi .. 
liary equipment such as cranes etc., 73 machines for aiding the 
manufacture ot equipment Mt BRPV bave been installed. Out ·of 
these 75 machines valuing R~. 667.48 lakhs had been procured trom 
outside the country. Depending on the cost, these have been cate--
gorised as High Cost and Lo\V ma::hines. It is seen that 11 machillM 
including 3 High Cost machines have not been used at all. In 
respect of 79 machines (including 13 liigh Cost Machines) utilisa. 
tion factor ranges between 1 per cent and 44 per cent and there are 
83 machines which are stated to be fully utilised but their utilisa-
tion factor ranges between 3 per rent to 91 per cent. 
This presents a Very dismal picture and calls for immediate re-
medial steps. Not only the, huge capital involved in the 
purchase of these machines is blocked without any return, avoid-
able. expenditure is incurred on their servicing and maintenance. 
It also results in misutiUsation of the "precious space. The Commit· 
t~, therefore, recorit1'ri~nd thut the machines not being utilised,. 
should be dispOsc!a of'1mmE"diat.elY in whatever mariner possfble.' 
Posslbiitty' of':h~hlg tl~ese maehtnes in other publi~ secto~ undei"-
t.~iigS Irtay bii ~~ror~d 'ami if thei'e are no ta:kets tbere,'the8e ~~ .. 
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. ~e p~t on sale to 'private u&erlJ. 'A 'freshexerei8e 'may'bemade '. 
Ide~ti~ ~Ueh of the spariDigJy used machines which· can be dispeJli. 
sed, wlthlll the interest of economy: These may also be disposed of 
at the earliest. The Committee would expect to be apprised about 
the concrete action taken in this regard within six months,. 

Reply f)f the ('.overnment 

A list of surplus ma-chines was circulated to various Public Sec-
tOr Undertakings. An advert:sement was also given in local and 
national newspapers based on quotations received, BHPV have 
already sold 9 machines. Eight other machines were identified for 
public auction but could not be sold in auction for want of min.imum 
price bids. 

Further e1Jorts are being made to dispose of these and other 
machines, to the best advlll1tage of the company. 

[Ministry of Industry, Deptt. of Public Enterprisea 
O.M. No. 11 (2)/86-PE. IV, dated 20-6-1988], 

COIIIIIIeDb of the C~ittee 

Please see para 16 of Chapter I of the Report. 

Reeommenciation No. 13 (ParaS.11 nd 5.1') 

5.13 The Committee find that BHPV had set up at .R&D Division 
as ·far back as m 1975 mainly with the objective of developinlf 
manufacturing technologies, to improve the process designs and to 
bridge the technological gaps. As on date the R&D Division has 
21 executives (5 supervisory personnel and 19 warkmen). it has 
been stated that upto the end of March, 1988, an amount of Rs. 225.29 
1akhs had been spent on R Ie D programmes. An estimated outlay 
of Rs. 684.91 lakhs has been provided during the Seventh plan for tak-
ing up new products/processes which have commercial applications. 
When the Committee enquired whether the. expenditure and effort 
so far taken on R Ie D was adequate to achieve the goal of sel£-
reli~nce as laid down in the corporate objectives, it was stated that 
since R&D efforts are continuous, it cannot be stated that self-
reliance has been achieved. 

5.14 The Committee have been informed that the total en,:tineer-
ing and R&D expenditure on account of p~nnel payment alOM 
will be abQ.\lt Rs. one crore per year. As large amounts are being 
spent on R&D activities, it is imperative that 'the results of the 
1lecbnological innovations made and processes developed; -by R '&'b 
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are properly evaluated ad qumti8ed. Tile Committee therefore 
feel that it would be in the flt:Dea of things that the performance of 
the R&D Division is subjected to a scrutiny by an independeDt 
body of experts to· make an uaessment as to how far the benetita of 
R It D e1forts have been commensurate with the expenditure tn- " 
curred thereon. 

Reply of the Government 

. The recommendation of the Committee has been accepted. 
Government have recently constItuted a Holding Company viz .• 
Bharat Yantia Nigam Ltd., of which BHPV is a subsidiary. The 
CMD of the Holding Company has been advised by this Ministry to 
implement the recommendation of the Committee and to have the 
requisite scrutiny of R&D work by an independent body of experts. 

[Ministry of Industry, Deptt. of Public Enterpri¥s 
O.M. ND, 11 (2) /8S-PE. IV, dated 20-6-198&] 

Recomm_datioll No, 14 (Para 5.15) 

5.15. The Committee find that BHPV's dependence on foreign 
collaborations has not ended. As a matter of fad whenever some 
new product is taken uP. BHPV has been entering into agreements 
for the supply of technical documentation conceJ"ning the specific 
product/equipment. For the process equipments BHPV hac· 
various collaboration agreements at the time of its inception. In the 
years 1981-82 and 1982-83 BHPV has entered into fresh agreements 
with L'Air Liquide of France and ·BHL of France for cryogenics and 
atmospheric storage tanks respectively. The Committee have been 
informed that the undertaking was now proposing to go into th~ 
areas of system enRineering for which there is not enough know-
how and the undertaking may have \0 seek the help of a collaborator. 
If these trends continue, BHPV's dependence on foreign technology 
will never come to an end and the possibility of self-reliance in 
technology will never be realised. It is significant to note that the 
per centage of jobs executed by BHPV on the basis of self-developet1 
designs is very small in the context of the total production of the 
Wlderta.king. The Committee feel that the aim of any R &: D effort. 
should be that the undertaking is enable to aSsimilate various tech-
nologies obtained from foreign collaborators and is in a position to 
develop its own system and proceues for new products. The Com-
mittee trust that BHPV wJU stfive to etlSUl'e that when the present 
set of collaborations come to an end, it would DOt be necessary to 
I'eD8W them. 
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1. The collaborations at BHPV can be classified 88 follows: 

Wherever a collaboration agreement or joint bidding arrange-
ment is entered into all but efforts are made to absorb the 
technology at the earliest so that the need for reviewing an 
ongoing collaborations is minimised. Renewal of colla-
borations is done after an indepth examination in which 
it is ensured that renewal is done only when some new 
or mo.re sophisticated technology IS available with the 
collaborator. Thus the recommendation of the Committee 
has been ac.'Cepted and BHPV has noted that collaborations 
are not to be renewed for the same technology. 

[Ministry of Industry, Deptt. of Public Enterp.ri!es 
O.M. No. 11 (2) /86-PE IV dated 20-6-1988] 

Recommendation No. 15 (Para 6.16) 

The Committee find that the total inventories held by BHPV 
at the "end of the last 3 years amounted to Rs. 6144.01 lakhs, 
Rs. 7242.11 lakhs and Rs. 5586.70 lakhs respectively. Considering 
the total annual turnover of about Rs. 91 crores in 1985-86, the 
Committee find that the level of inventory holdings is on the high 
side. Not only the -levels of inventory .holdings are very high, the 
total holdings are much in excess of the various norms laid down 
by the BPE. It is seen that inventory in excess of t.he norms to the 
extent of Rs. 450.70 lakhs in 1983-84, Rs. 3602.48 lakhs in 1984-85 
and Rs. 1014.'65 lakhs in 1985-86 was being maintained ~y BHPV. 
This is a serious matter and undoubtedly calls for intensifi'cation of 
efforts for bringing it down to a reasonable level in the shortest. 
possible time. The Committee would like to be informed about the 
concrete steps taken in this direction. 

. ~ Reply of the Government 

The latest inventory data is as .detailed below: 

OponiRi balance.1 on 1-4-87 

Receipt durin, Apr '.7 to Aua. '.7 

Its. dar' ... Apr' .7 ao Aua. 87 

'-'Iollnt balance lion 01.(19.87 

2864.16 

1008.97 

1429.21 

2443.92. 



A coml:littec has beer cdifitftuted fot' i'edticing iri\t~y and this committee 
has nlready taken thc foJlowir:g Rction :-. 

tilt' , ' 

- ·Out of Rs. 174.26 LIIkhs cf non-mo·,,!ng ,item as on 1-4-86 

(II.) Jtem disposed during 1986-:~7 

(b) Items idcntified,for use again~t work <,>rdors 

17.69 

63·52 

81.21 

ThuJ. approximately SO ;';, of Don-movinl it~ ere utilised or Phnned to be utilised. 

·,.Oot of Rs. 174· 55 lakhs of non-m()villl item as on 1-4.87 

(a) Items dillpOlOd of upto 30·9-87 

(b) Items identlftod to oxecute work orders upto 3().g.S7 

(.:) Items identified for diaposal between ~. 87 to Mar' 88 • • .' 
8.00 

lS.oo 
10.00 

(4) "0l1li identified to o"ClCUto work on:1o.rs upto Oct.' 87 to Mar' 88. 30.00 

-,3.00 

Thus about 50 per cent of the DOD moving items would" be u,UJ.iMcl 
Thua concrete .tepsbave been taken for reduetlaD of invento~y .• 
recommended by the committee. 

[Mlnlltryof. Iadustry, Deptt. of Public Enterprisel 
0.1&. No. 11 (2) /86-PE. IV, dated 20-6-1988] 

BeeommeadatiOll' No. 16 (Para 1.11) 

Apart from excessive inventQl'ies. some items of finished stock of 
substantial value have been lying in company' • .stores. Furthermore 
the value of surplus and non-moving stores as on 31st March, 1986 
was as high as 416.10 lakbs (including surplus stores of Rs. 95.92 
lakhs). Yet another item of inventQ't'Y being 8JCcumulated from year 
to year is the arising of off-cuts, which are valued at rates appJi.cable 
to regular plates for purposes of arriving at the value of inventories. 
Task Farce Groups have reportedly been constituted to identify the 
Rurplus jnv~tory and to study possible alternative uses of surpl'lS/ 
non-moving stocks. Apparently these efforts have not brougtrt 
ahout commensurat.e results. The COt:nmittee desire that, more 
vigorous e1fQl1S are needed to streamline the system of material 
management in BHPV. 
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Bep1yol the Gov~ 

Measures taken to streamline the system of Materials Manage-
ment in BHPV are listed below: 

1. Materials Management Departme-nt has recently been 
strengthened by the induction of a Senior Manager to 
assist DGM (M) . . " 

2. Within the Department, specific' groups have been identified 
for procurement and timely 'supply of material required 
by the three distinct product groups of' BHPV. 

3. Computerised systems are being introduced to Monitor and 
Control of every order, order follow-up, inventory status 
etc., ' 

4. VendOr rating and registration system of suppliers are 
being streamlined. 

[Ministry of Industry, ·Deptt. of Pliblic Enterprises 
0.14. No. 11 (2) /86--PE. IV, d4tec1 "20-6-1988] 

·8eaoaua .... t_ No. 17 (Para 7.10) 

7.10 It is gratifying to note that BHPV, which had accumulated 
losses of the order of RI. 1302.78 lakhs upto 31st March. 1979 hu 
been able to show profits from 15r79-80 onwards. Against an undis-
tinguished performance profile for a very 10!1g period, the Company 
has made a steady and marked recovery culminating in very im-
pressive performance during the last 3 years ending 1985--86. In the 
process the Company. has not only wipeci off its past accumulated 
IOlles, but his also made appropriations towa.rds General Reserve 
out of the undistributed profits. The Committee hope that BHPV 
Will not only keep up its profit making performance but will also 
put in more extra efforts to improve its profitability. 

Reply of the Government 

The observation of the Committee has been noted. BHPV will 
put in extra efforts to improve its profitability. 

[Ministry of Industry, Deptt. of Public Enterprises 
. O.M. No. 11 (2) la6-PE. rv, dated 20-6-1988] 

Beeommendation No. 18 (Para 7.11) 

7.11 From the work!ng results of the Company for the last .1 
years it is seen that the profit of Rs. 406. 15 lakhs earned by the 
Company in 1983-84 'went up to Rs. 9'1D. 02 lakhs in 1984-85. In 1~-



D 

II, there is. drop in the profit aIIcl it bu come'cIown to 88O.38lakbs~ 
ThIe tall of about Be. 100 laths in the profit durin, 1985-88 DHdI, to 
be looked into for taking immediate remedial steps. 

Reply of the Goyel'DlDeDt 

A review was made to find out the reasons for the drop in the 
profits in 1985-86 compared to 1984-85 (excluding prior period 
adjustments) . It reveals that the drop is mainly due to the follow~ 
il'lg: 

<a> There has been an increase in the cost of raw~materjals 
and components consumed during the year 1985~86 as 
compared to 1984--85 owing mainly to the rise in prices of 
inputs. 

(b) Due to stiff competition, orders having comparatively 
lesser margins had to be under-taken and executed ouring 
1985-B4~ 

[Ministry of Industry, Deptt. of Public Enterpr!ses 
O.M. No_ 1l(2)186-PE. IV dated 20-6-1988] 
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RECOMMENDATIONS WHICH THE COMMITTEE 00 NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S 

IU:PLIES 
.... BUDIIIlMIldatioB No. II (Para 7.11) 

1n the lmnual report for 1985-86; an amount ?f RI. 783.82 
lakhs is shown as General Reserve. It bas been pointed out by Audit 
·that there was a cumulative liability of Rs. 844.25 laldlS on aocount 
·of penal interest (Rs. 190.08 lakhs) and interest on inte~est 
(RI. 654.17 lakhs) on· Government upto 31st March, 1986, against 
which an amount of Rs. 181.42 lakhs only has been provided for in 
the accounts. In case the balance liability of Rs. 662.83 lakhs (Penal 
interest Rs. 190.08 lakbs and interest on interest Rs. 472.75 lakhs) 
is also provided in the accounts, the General Reserve would have 
been only Rs. 120.99 lakhs as against Rs. 783.82 lakhs shown in the 
accounts. The Committee desire that such distortions in the accounts 
should be scrupulously avoided so that the accounts exhibit a faith-
ful picture of the real state of affairs of the undertaking. 

Reply 01 the Govemmeat 

The position .regarding liability towards penal interest and in-
terest on interest on the government loans was clearly mentioned in 
the accounts and the annual report for the year 1985-86. Schedule 
20, item No.7 of this Report reads as follows: 

"The estimated total liability on account of Penal interest and 
interest on outstanding inte.rest ,charges on Govemment 
loans upto 31-3-1986 amounts to Rs .. 844.25 lakhs (Penal 
interest Rs. 190.08 lakbs and interest on interest Rs. 654.17 
lakhs) against which an amount of Rs. 181. ~ lakhs has 
been provided for in the accounts. No provision has 
been made for the balance amount of Rs, 662.83 lakhs 
(Penal Interest Rs. 190.00· lakhs and interest on interest 
Rs. 472.75 lakbs as the waiver of Penal Interest and Inter-
est on Government Loans, is under active consideration 
of the Government. In case such provision is made in the 
accounts. the General reserve would have been Rs. 120.99 
lakhs." 
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This statement was seen by the Comptroller and Auditor 
Gene.ral of India also. 

ThUs the accounts preSebteci" a 'eol'r~t picture of the real state of 
affair~ in the Company_ However when the Govemmen,t decide:! 
that the request {If the company for waiver, of Penal Interest on in-
terest could n'Jt be acceeded,to, the company 'have made a provIsion 
of the entire amount of Rs. 662.83 lakhs in their accounts for the 
next year i.e. 1986-87. As a reslUt of this, BHPV has incurred a 108s 
of Rs. 214.80 lakhs (after tax) in the year 1986-87. 

[Ministry of Industry, Deptt. of Public Enterprises O.M. No. 
11 (2) 186-PE. IV dated 2().6..1988] 

BecommeDdatioa No. JO (Para 7.U) 

The cNnmit'tee have been informed that the question of ft,nancia1 
relief .regardiBg, waiver of' penal iraMreat and rescheduling of the 
outstanding loans of BHPV has been under the consideration of Gov-
ernment for quite some time. The Committee eannot but emphasise, 
that a decision on the subject may be taken early and neeeasary 
approvals expedited., In this context the. Committee would ~like to 
point out 8S a matter of poli<:y, wherever penal interest i{; charged, 
some kind of relief should be given to the Undertakings in subse-
quent years So that they get an incentive to do better work and put 
in more efforts to improve thei.r efficiency. 

Reply of the GoVermneDt 

The question of granting financial relief to BHPV in the form of 
waive~ of penal interest and interest on interest was considered is 

conswtation with the Min~stry of Finan,ce. It was noted that the.re 
were no accumulated losse& in BHPV and the' Unit has been making 
profits. Afier taking all aspects of the matter into consideration, 
Government decided that BHPV should pay the penal interest and 
interest on interest. This has been provided.in the Aeeounts for the 
year 1886-87 which have already been finalised. 

[Ministry of Industry, Deptt, of Public Entel'prises 
O.M. No.U(2) /86-PE. IV dated 20-6-1988}. 



C~q(V 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
. GOVERNMENTHAVE'N'dr BEEN ACCEPTte BY THE , ", coMMri'rEE ' ' ' 

• 

NIL 



CIIAPTI8 V 

RECOlD4ENDATIONS IN RESPECT OF WHICH FINAL 
REPLIES OF GOVERNMENT ARE STILL AWAITED 

~ ... tioa No. S (P .... 1.28 at 1.11) 

1.28 The original project report indicated a certain product profile 
.and. also specified the annual capacity in terms of each product by 
tonnage. It has been stated -that as the product profile tilted towardll 
.greater sophistication and as the Company diversified. into new 
fields, it was felt that while adding up. the total production during 
the years the tonnage of more sophisticated products should be mUl-
tiplied by an "intensity factor" as they required higher inputs .or 

_ resources per tonne. Thus the production figures in terms of equi-
valent production were being decla.red from 1980-81 onwards. The 
Undertaking again changed the method of calculating the intensity 
factor for the years 1984-85 and 1985-86. This innovative method of 
calculating the actual production in ~rms of equivalent prodUction 
was neither baSed on any scientific method like industrial engineer-
ing nO.r had it been approved either by the Board Or the .oovem-
ment. It was obviously a device worked out by the management 
to present a better picture of the production performance of the 
Company. That the formula adopted by the management for the 
expression of physical production has I?-ot been considered satisfac-
tory is clear from the fact that in the consecutive performance re-
view meetings held in the Ministry the need for making a scientific 
assessment of the capacity to enable better evaluation of perform-
ance in physical tenns has been emphasised. time and again. 

2.29 According to the Company an exercise is now on for laying 
down norms far measurement of physical production. 'T'he rnm_ 
mittee would like to emphasise that this exercise should be com-
pJeted urgently so that suitable scientific computation formulate for 
assessing the actual capacity utilisation are devised. 

Reply of the Government 

The -company has constituted a committee to arrive at the norms 
-of Capacity Utilisation in terms of standard hours in view of the 
fact that the 'tonnage would not be a representative measurement. 

26 
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The COIllIIlittee has been asked to expedite its report. Once th@ new 
norms are evolved, the need for adoption of an intensity factor will 
not arise. The recommendations of the Committee will be put up .to 
the Board of Directors for their appro~al. 

[Ministry of Industry, Deptt. of Public Enterprises O.M. No. 
11 (2) /86-PE. IV dated 20-6-1t88] 

Comments of the Committee 

Please see para 10 of Chapter I of the Report. 

ReeommendatioD No. 7 '(Para 3.29) 

3.29 In the ptoject· report of Bharat Heavy Plate" Vessels, the 
collaborators had recommended for an annual production of 23210 
tonnes, a total number of 2110 employees Of which direct and in-
direct' workers were to be about 38 per cent and 32 per cent ;respec-
tively. The Undertaking, however, made its own assessment 4f 
man-power requirements from time to time viz. 2568 in October, 
1967, ~568 in April, 1973 and 4149 in June, 1974 although the actual 
production was far below 23210 tonnes. From 1979-80 onwards in-
direct workers inc.reased rapidly and in 1983-84, the ratio of indirect 
and direct workers stood at 114: 100 as against the norm of 84: 100 
indicated by the collaborators. An analysis of the employee. 
strength at the end of 1985-86 reveals that against the norm of 555 
there were as many as 1253 supervisors and officers. The Commi-
ttee are constrained to say that in the context of the largely under-
utilised capacity, more idle man-hours and very poor machine utili-

.sation, substantial additions in manpower from time to. time sound 
paradoxical. Since there has been no scientific evaluation of the 
manpower needs of the unc;lertaking at any time, the Committee 
desire that for a proper and realistic appraisal of the manpower 
needs the undertaking may entrust this work to a recognised mana-
getl,lent institution like National Productivity Council. The Com-
mittee may be info.rmed of the action taken in the matter. 

As recommended by COPU, the National Institute for Tr~ 
in .Industrial Engineering, Bombar has been assigIl@d a cl')nf1o:\~f ~ 
conduct manpower studies and to come out with requirements ct.-
partment-wise, level-wise based on 3 years load. The term. has 
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OG!!ftPieted d'Ieir.stadles in vartous'shops/offices. The 'data is 'being, 
RmpdilNl. __ npori Ii eXp8eted to be made 'a:vaUabl~ shortly. 
After its rii:ceipt, • WtD be 'ct>n'Sldered 'by 'the, Board of Company. 

[Ministry of Ind'ustry, ·Deptt. of Public Enterprises O.M. No. 
11 (2) IS6-FE. IV dated 20-6-1988] 

~ilts lfif the Committee 

Please aee para 13 of Chapter I of the Committee. 

'NWI tfG.Ib; 
\BIIjft.b.w.'I8, U88. 
'~sMia '8, iiiO'(Shfca;"~' 

VAKKOM PURUSHOTHAMAN, , 
-chairmd1l. 

Cb:rtwnitttee on Public Undertakings. 



APPENDIX I 

Minute, of the 4th sitting of the Committee on Pu,blic V,f~7d~ 
held on 4-8-1988. • 

Th~ Co'mmittee sat from 15.00 hn. to 11.00, hra. 

Shrl Vakkom Purushothaman-Ch(l~rm~n 

MDoas 
2. Shri Saifuddin Chowdhary 

3. Shri K. P. Singh Deo 

4. Shri S. G. Gholap 

5. Shri Virdhi Chander Jain 

6. Shrimnti Sheila Kaul 

7. Shri Mohd. Mahfooz Ali Khan 

8. Shri K. H. Ranganath 

9. Shri Dipen Gh?sh 

10~ Shri A. G. Kulkarni 
11. Shri Kamal Morarka 

12. Shri Raoof Valiullah 

13. Shrl Virendra Verma 

SECRETARIAT 

1. 8hri R. D. Sharma-Dr.rector Incharge 
2. Shri Rup Chand-Senior Financial Committee Ofjfcer 

The Committee considered the draft Action Taken Report on 
22nd Report of Committee on Public Undertakings (1986-87) on 
Bharat Heavy Plate & Vessels Limited and adopted it except recoIn-
Jllendation regarding Manpower Planning (Recommendation 81. 
~o.' 7, Pata 3.29). 

. ~ 
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As regard the recommendation. No. 7 regardin'g Manpower Plan~ 
nin,g, the Committee noted that the Committee on Public Undertak-
ings (1986-&7) had recommended that for a proper and realistic ap-
praisal of the manpower needs, the undertaking (BHPV) should 
entrust this work to a recognised management institu.tion like 
National PToductivity Council. But in. their reply the Ministry were 
stated that they have assigned a contract to the National, Institute for 
Training in Industrial Epgineering, Bombay to conduct manpower 
studies and to come out with .requirements department-wise, level-
wise based on 3 years load. The Committee desired that before 
finalising this recommendation, it may be ascertained from the office' 
of Comptroller and Auditor General of India whether Nationa1 Insti-
tute for Training in Industrial Engineeting, Bombay has the stature 
equal to that of National Productivity Council and,whether it is cum-
petent to undertake the job to assess the manpower needs of BHPV. 

The Committee then adjourned •. 



MINUTES OF THE 7TH SITTING OF THE COMMITTEE ON 
PUBLIC UNDERTAKINGS (1988-8~) HELD 

ON 31ST AUGUST, 1988 

The Committee sat from 15.00 hrs. to 17.00 his. 
PRESENT 

Shri Vakkom Purushothaman-Chairman. 

, MEMBEBS 

2. Shri Saifuddin Chowdhary 
3. Shri Virdhl Chander Jain 
4. Shri Mohd. Mahfooz Ali Khan 
5. Shri Keshorao Pardhi • 
6. Shri K. H. Ranganath 
7: Shri Harish Rawat 
8. Shri Dipen Ghosh 
. 9. 8hii Kamal Morarlta 
10. Shri V. Narayanasamy 
11. Shri Raoof Valiullah 
12. Shri Virendra Verma 

SECRETARIAT 

1. Shri R. D. Sharma-Director 

2. Shri R.up Chand-:-Senior Financial Committee Officer 
...... •• •• ... . •• 

Consideration of Draft Action Taken on action taken by Govern-
ment on the fecommendations contained in 22nd Report of CPU 
(1986-87) on Bharat Heavy Plate & Vessels Limited .. 

1. The Chairman -informed the Members that at their sitting held 
on 4th August, 1988 the Committee had desired that before finalising 

• ·The Minutes relating to evidence of representatives of Food 
Coryorationof India have bef!n kept separately. 

31 
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the Action Taken Report on 22nd Report of Committee on Public 
Undertakings (1986-87) on Bharat Heavy Plate Be Vessels Ltd., it 
may be ascertalned from office of the ComptroUer Be Auditor General 
of rridia whether National Institute for Training in Industrial Engl-
neerin~, Bombay had the stature equal to that of National Producti-
vity Council and whether it was competent to undertake the job 
to assess the manpower needs of BHPV. The Office of Comp'troller 
&: Auditor General of In.~Ua was accordingly requeSted to give their 
opinion in the matter. 

2. In this connection, the reply received from the oft\ce of Com-
l)troller Be Auditor General of India was read out by the Chairman. 
The Members were satisfied with the reference of manpower study 
to the National Institute for Tt'aining in Industrial Engineering, 
Bombay. Thereafter the Action Taken. RelllOrt on Bbarat Heavy 
Plate Be Vessels was adopted by the Committee. 

3. The Committee also authorised the Chairman to ftnalise the 
draft Report on the ha.sis of fRctual verifl;cati.on by the. Ministry I 
Undertaking concerned and Audit and present the same to Parlia-
ment. 



APPENDrxD 

(VIM Para 3 of the Introduction) . 
Analyajs of the Action Taken by Government on the recomm.ondation contained in 

'he 220d Ropert of the Committee on Public Ulldcrtakinp (Eighth Lolt Sabha) on,Butem 
Coa Iftcld. Limited ' 

I. 

n. 

m. 

IV. 

V. 

t 
.;}".,-

Total Dumbtr of recomOltDdatioDS 

Recommendations that have been accepted by the Government 
(VIM recommendation at 81. Nos. 1-4,6 and 8-18). 

Percentage to total 

RocommeDdation which the Committee do not desire to pursue 
in new of Government's reply (Vide recommendation at 81. 
Nos. 19 and 20) , 

Percentage to total 

Recommendations in respect of which reply of Government 
has not been accepted by the Committee 

R.ccommendations in respect of which final replies of Government 
arc still awaited (Vide recommendation lOt SI. Nos. S & 7) . 

Jlerc.ntaac to total 

l' 

80 

2 

10 

Nil 

2 

18 
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