
c. P. U. No. js, 

CO~IMITTEE ON PUBLIC 
UNDERTAKINGS 

(1971-72) 
~~ 
I~,!--

(FIFTH LOK SABHA) "--r~ 

..... 
NINTH REPORT (_1,,-- 'j 

\--'~/ 
[Action taken by GO'Yernaeat os Ute Recommendatiess 

Con tamed in the Sixty-Seventh Report of the 
Committee OB Public Undertakmgs 

(FOlirth Loll: Sabba)] 

PRODUCTION MANAGEMENT IN PUBUC 
UNDERTAKINGS 

L 0 K S A B HAS E C R EaT A R I A T 
NEW DELHI 

Stptemb", 197I/Bhadra, 189; (S) 
~~. '17 ~ {i. J>riCt : Rs, 2.]2 



NINlli RlI'Offi' OF THE COWITTEE ON 
PUBLI C UNDERTAKINGS ON PRODUCTION 
'M' AN JC ~~T IN P DB LI C UN DE!{Tl"JCING S 
J..Fl Fnt LO K S@HJU 

R.au~-~ 
endation 
($oNa, ) 

3. 
6 
6 
6 

7 

8 
11 
12 
1.2 

14 
14 
14 
14 
14 
15 

15 
15 

3 
3 
3 

4 

6 
11 

13 
'13 

14 
14 
14 
14 
14 
15 

15 
15 

11 WlC cmOl'!lic cJ. 
21 that 1s 

2 prese r1bed 
14 and C0TTr.11 ttee 
f~ t::l that in a 

badly concGived 
projE.ct. goed 
T!1allageJn €nt is 
1s.1>rogress of 
production arc 
complex. TIlat is 
un thin kabl e. 

last a:l9?-LS-2 
frOf" bottom 

21 
12 
4 

6 

5 
1.5 
16 
17 
21 

2 

3 
5 

guid11nes 
nOor up 
dispersol 
tIlder some 
close 

held 
know 
en terprl se 5 
-do-
:':do-
.", an fig €''''18 nt 
ob jEcti ves 
to be a trial 
clF.ar out 
plan 

unec onDr1ic al. 
that it 1s 
pres cr1b e 

and pf'occss 
of production 
are c 0"1>1 €X. 
The COr:"..,i ttee 
feel that in 
a badly ('on-
cei ved Pro Ject, 
good management 
1_~ lU'lth1nkable. 

Qr.!;i ttGd 

g'11de11nes 
follow up 
d1sp crsal 
under clo,s€ 

lend 
know 
€ n te rpr1 sc. 
-do-
-do-

'" an a& em en t by 
obj GC tiv€s. 
to be trial 
clear cut plan 

•• • 2. 



- 2 -

£D~@ Beco~- ~ 
ndation 

15 

16 
16 
16 
16 
'17 
18 
19 
20 
20 
21 
21 
22 
23 
24 

25 

25 

25 
27 
27 

(SeNo. ) 

~ 3 persons ~ persons of 
proven abi1i ty froTl'l b ott()Tn prohnPi1i ty 

16 
16 
17 
18 
18 
19 
21 
22 
22 
24 
24 
26 
27 
28 

fro'" 
28 

29 

29 
33 
33 

1 
5 
7 
8 
12 
18 
2 
20 
25 
2 
5 
18 
19 
3 
bottoT"'1 

s('C tors sec tor 
En tc.r- tcrnri scs En t(rpri ses 
E'ritcrprisc. 5 enterprise 

rec 0"'" :,nd0d reo 01'l'l""C rd 
fro"'" "1964 from 19~. 
fo r 1'I'Iark,)ting for '-!laking 
avidem e C'vidmce 
EntEr crisii':; enterprises 
coUld shOUld c enId shaw 
furure future ' 
Wlderta.king undFrtakings 
c crtani ty certainty 
,,{Gu1d shOUld 

pulic public 

15 to the to th c Clnei11 ~lr1.( s 
long t!~r- purchase 
ccn tr-3.c ts or price 

1 

8 
11 
12 

assi 8tance 

p€ rfor"~..ne C 
(in para (in pc,rn. 7.31 
31 of Report) of j:kport) 

cl C.:lm anee c 1 Clr an cc 
suce ed sue coed 
utili s,'lticn utili s3.tion 
record in record. TIle 
sui tab1 t"; (r~i ttc(. recO-

"""'end that all 
undertakings 
should "'aint.=J.n 
labcur utilisation 
reC ord 



- 3 -

~ Reco~- ~ 
endatioYJ. 

Bead 

Un,. No.) 

27 33 Last line dated the 
July, 1971 

datec.. th ~ 
18th lA'arch, 
197L 

29 36 
20 36 

33 42 
33 42 
33 42 

34 42 

34 42 
31 43 

3,5 44 
35 45 

36 45 
36 45 

38 48 
38 48 

3 
6 

4 
last 
line 
2 
2 
4 

2 

12 
last 
line 

3 
2 

2 
11 

4 
17 

grC:lt 
shoUld be fixe d 

envolved 
18th H~rch, 

1971 
rec ently 
too by only 
"'ai nten.:lJlc es 
job s 

greater 
should be 
so fixed 
ev()l vcd 
28th Jnn, 
1971 
now 

too cnly by 
maintent.nc e 
can be effe-
cti ve since 
",inor "'a1nte-
nancc ~ Jobs 

maintcn-ance "'ainten-2J1ce , 
the eo.".,..,ittee the Co".""ittcc. 

apI'reci ate appr 6ci a ted 
No. L91( 7) IDl.P /69 

No.l(7)/DAPUn69 
which now which by now 

Indi ~ Oil Inc::ian Oil Corpo-
CorpC'ration ration Ltd, 
Ltd. and Fertilizer 
Hin c1:.lstan Corporaticn 
steel Ltd. In C1 a Ltd. 

Hin d'..1 stan 
Ltd. 

of 
.1l1d 

Ste:el 

232 days 222 daYS 
to rC"1€dy tc' be tc.ken 

date 
D. D.Nn. 

r(TI'lE'dy 
data 
D.O.No. 



- 4 -

~ l1eco,."..,- ~ 

38 
41 
42 
42 

43 
43 

43 
43 
43 
44 
44 
45 
48 
48· 
49 
50 

50 
50 
51 
51 
51 
53 
54 
55 

cndatir-n 
(81. No.J. 

4'9 
53 
56 
56 

1 
21 

raco"""f'Icn-
d"ti';n 
( c: 'l\T", 5 o~ ) U • .i.~ ' ... 

(SeciRl No.49) (Scric:l No.4·!?) 
( "J)p endix xxx) (~:lPCYl(~U: ~~I) 
eq',l;lli ty qJ..ali ty 

(p ·:rugrE .. ;)h 11-16) 

,58 1 lmu.crt1.kin[;,s 'JI1.l:crt~l{ing 
'lnr :!£ rtaking and 
sh l)i<J _. 

,5 8 7 un de rtakinc 
sh :"w :-

58 10 
58 21 
58 27 
58 6 
60 9 
62 1 
66 13 
66 15 
66 13 
68 S 

68 9 
68 23 
5 10 
5 11 
5 21 

29 
15 

30 3' 

c'-nSlPer c r msUT'1crs 
T'l',; ctric 2.1 Sle ctric al s 
si t s1 to 
~~tc~ 12.r.?1 d2trd 18.3.71 
.'.fl~) En' i x XXXVI _ '.p tJ en di x XXXVI I 
un :}crtukin g und crtakings 
cC'~r:";G courses 
c ,~-s t-c Oarsc. S C ':.iursE.. S 
J~d""iis tr,_, ti v ,", "'~:!."'inrs tr:l ti ve 
Re CO"""" on . .:! a ti on .Ltc c OTm"'en d at io n 
(Serial, l'k.86) (Serial No.68) 
ev r::::r 
vi si tor·-
arr::lngement 
es taP-1i sh!!l8nt 
set-u~ in 
sllh 
WaS 
C ov·crn ~6nt 
pri"",:lrily 
appears to 
be due to 
inc.;:c i si~m 
of the-

G Qvcm-1"II€ nt 
c0upl""cnt ;-... t 

even vi si ts·' 
,., 3.n.:;,gern en t 
cst~blishE:.d 

set in 
such 

h.::.s 
The delaY pri""a~11y 
aPn ,,:,p.rs to .. be due 
to in(}cci si0n of 
the Govem'!!'cnt 
ceupl ad "d, til 



- 5 _ 

~ aGC~ endaticn Line For ~ 
, SJ.. r-Tc. ) 

55 30 2 chge change 
froT" bott CJr'I 

56 23 C~pcnd1x XL IV) 
57 54 1.' "'a ""any 
57 54 last line _. ··eopy._ .. copy 
58 .8 17 latte latter 
59 19 Bur(;au ac.!"1- Bur(aul 

ni strativo ~~d""ini strative 
59 23 date:i 18.4.71 dated 

18.3.71 
218 ... (Pagr. No) 812 218 
219 13 p eye en t :..gc P E:rcen tage. 



CoMPOSITION O. Tal COMMITTE!! 

COMX>SJTJOM O. STUDY GROUP VII O)J ACTIO)J TAKII)J RBPORTS A)JD 
GBNB1lAL AU TTDS 

, l)JTRODUCTIO)f 
I 

CHAPTla.. I 
[. CIi.\PTI!R It 

(tfA'l'dR fIT 

CU~PTdR IV 

CtI,\P'fBR V 

ApPBNDICIS : 

Report 

R.ecommendation. that han been accepted by 
Government 

Re:J.nm~njations which the Committee do not deaire 
to pursue in view of Go"ernment's reply 

Reco[J1mendations in respect of which repllea of 
Govcrnmcnt have not been ac:ccpted by tho 
Committee. . . . . . . 

Reco[J11llendations in respect of whichfinal repliea of 
GovernMent arutill awaited 

PU. 
(.) 

(vH) 

(Ix) 

4 

51 

S8 

62 

Ministry of Finance, Bureau of Public J!nterpmea 
O. M. NO.17 DAP (R)/69 dt. 29-I-I5I71.. 63 

II 

III 

IV 

V 

VI 

VII 

VIII 

IX 

X 

XI 

XII 
~. 

MiDistry of Finance, BPEO. M. No. 1(7)I/DAP(R).'69 
dt. 29-1-1971 

Mlni.stry of Finance, BP3 O.M. No. 1(7)/DAP(R)/69 
dt.I-2-I971 

Ministry of Finance, BPE O.M. No. 1(7)/DAP(R)/" 
dt.I-2-1971 

Ministry of Finance, BPE O.M. No. r(7)/DAP(R)/69 
dt.16-1-1971. . • • • • • 

Ministry of Finance, BPE O.M. No. I(7)/DAP(R)/69 
dt.2-3-197 1 

Ministry of Finance, BPE O.M. No. I(7)/DAP(R)/69 
dt.16-1-1971. . . . . . . 

Ministry of Finance. BPE O.M. No. 1(7)DAP(R)/6t 
dt.2-2-1971 

Ministry of Finance, BPE O.M. No. 1(7)/DAP(R)/6t 
dt. 16-1-1971. . . . . . • 

Ministry of Finance, BPE O.M. No. 1(7)/DAP(R)/69 
dt. 18-3-1971 .' . . . . . 

Ministry of Finance, BPI! O. M. NJ. 1{7},D,\P(R)/69 
dt.I6-1-1971 

". 

Ministry or Finance, BPE O.M. No. 1(7).'DAP(R)!69 
dt.2-3-1971 

66 

68 

69 

73 

74 



ApPDlllICIIS 

XIII I 

XIV 

xv 

XVI 

XVII 

X'VIII 

XIX 

XIXA 

XX • 

XXI 

XXII 

XXIII 

XXIV 

xxv 

XXVI 

XXVII 

XXVIII 

XXIX 

XXXI 

XJC.XII 

XXXIII 

XXXIV 

( Ii ) 

Ministry of Finance. BPB a.M. No. 1(1)/DAP(R)/6p 
dt. 18-3-1971. . . . . . . 

Mini8~ of ~j~ce. UPE a.M. No. 1(7)/DAP(R)/6f 
dt.3-3'-1971 • • . . . . • 

Ministry of Finance, BPB a.M. No. 1(7)/DAP(R)/69 
dt.II-)-1971 . . . . . . • 

Ministry qf Fi~~ce. BPB a:M. No. Z(178)!68-lIPlJ 
(OM) dt. 14-4-1969 .. . • • 

Ministry of Finance, BPB a.M. No. 1(7S)/71-BPB 
(GM-I) dt. 12-2-1971 . . 

Ministry of Finance, BPB a.M. No. 1(76)/71-8PE 
(GM-I) dt.12-2-1971 • .. . • 

Ministry of Finance, BPE a.M. No. 32-Adv(c)ICir-
63/70 dt. )0-3-1970 

Ministry of Finance, BPE a.M. No. 12.75 Adv(c)/ 
Cir-79/70 dt. 3-9-1970 

Ministry of Finance, BPB a.M. No. 1(7). DAP(R)J69 
dt. 18-3-1971 

Ministry of FinaDce, BPE a.M.No. 1(7)IDAP!(R)6, 
dt. 16-1-1971 

Ministry of Finance, BPE a.M. No. 1(7)DAP(R)/69 
dt.2-3-1971 

Ministry of Finance, BPE a.M. No. 1(7).'DAP(R)/6j 
dt.2-3-1971 

Ministry of Finance, BPE a.M. No. 1(7),DAP(R)/69 
dt.16-1-1971 

Ministry of Finance, BPE a.M. No. :2 (43}/66-F.I. 
dt. 5-9-1966 

Mini1trr of FinW}ce, BPE a.M. No. 46/Adv-F/BPB/ 
68/rs dt. r2~9-1968 • . • . . . 

Ministry of Fill •. ~ce. BPE a.M. No. ,(45)/66-F.I. 
dt. S-9-r96fj. . . . . . 

Ministry of Fin~ce, BPE a.M. No. 46!Adv-F:8PF/ 
68/u dt. 11-9-1968 . . . . . . . 

Mini.tryof:fiD.an.c~. BPE a.M. No' BPE/Adv.(F)/1 
(100)/70 1ft. 10-8-1970 

Ministry of Finance, BPE a.M. No. 1(7).DAP(R)I69 
dt. 16-1-1971 

Ministry of F~!1~ce, BPE a.M. No. 1(7liDAP(R)/6t 
dt. 16-1-1911 

Ministry ofFi~.nce, BPE a.M. No. 1(7),PAP(R)I69 
dt.16-1-1971 . . . . 

~i.trt of l'iqance. BPE a.M. ~ o. 1(7):PAP(R)/6t 
dt. 16-1-91.1 . . . . 

Ministry of Fi~II1~. BPE a.~. No. 1(7) DAP(R)'" 
dt. 1.1-1971 

PAGEl 

71 

78 

7\1 

80 

85 

86 

129 

174 

175 

177 

179 

180 

187 
I 

I 
189 

I 
1901 

I 
191 

192 

1113 



APPBJm1C1!S 

XXXV 

XXXVI 

XXXVII 

XXXVIII 

XXXIX 

XL 

XLI 

XLII 

XLIII 

XLIV 

XLV 

{. 

I' 
,~ 

...... . ... .04-'"· (iii. .~ -". 

Ministry or Finance, BPB O.M. No. 2(8I)/7I-BPE 
(G.M-I) dt. 18-3-11171 

MiJiiatry of Finance. BPS O.M. No. 1(7)/DAP(R)/6f) 
dt. 2\1-1-1971 . 

Mini,try of Finance, BPS O.M. No. 1(7) DAP(R)/6f} 
dt. 211-1-1971 

Ministry of Finance, BPS O.M. No. r(7)/DAP(R)/6f} 
dt. 29-1-1971 . 

Ministry or Pinance, BPS O.M. No. 1(7)/DAP(R)/6f) 
dt. 16-1-1971 

Ministry of Finance, BPE O. M. No. r(7)/DAP(R)/6f) 
dt. 20-1-1971 ••• I 

Miniatry of Financc, BPE O.M. No. 1(7)/DAP(R)/69 
dt. 7-1-1971 

Ministry of Financc, BPE O.M. No. I(7)/DAP(R)/6f) 
dt. 7-1-1971 

Ministry of Finance. BPE O.M. No. I (7)IDAP(R)/69 
dt. 7-1-1971 

Ministry of Pinance BPE O.M. No. 1(7)/DAP (R)/6f) 
dt. 20-4-1971 

Analysis of Action Taken by Goumment on the re-
commendatiOllI contained in the Sixty-seventh 
Report of the Committee on Public Undertaking' 
(Fourth Lot Sabha) • 

..-

PA.1lI 

194 

196 

209 

210 

212 

213 

21S 

216 

217 

218 

21~ 



COMMl'rTEE ON PUBLIC UNDERTAKINGS 
(1971-72) 

CHAIRMAN 

Shri M. B. Rana 

MEMBERS 

2. Shri K. Baladhandayutham 
3. Shri Dinen Bhattacharya 
4. Shri G. Bhuvarahan 
5. Shri Khemchandbhai Chavda 
6. Shrimati Subhadra Joshi 
7. Dr. Kailas 
8. Shri S. N. Misra 
9. Shri Amrit Nahata 

10. Shri P. Parthasarathy 
11. Shri Syed Ahmad 
12. Shri Narayana KaIliyana Krishnan 
13. Choudhary A. Mohammad 
14. Shri Dahyabhai V. Patel 
15. Shri Kota Punnaiah 

SECRETARIAT 

Shri Avtar Singh Rikhy-Joint Secretary 
Shri Sameer C. Mookerjee--Deputy SecretarY 
Shri M. N. Kaul-Under Secretary. 



STUDY GROUP VII ON ACTION TAKEN REPORTS AND 
GENERAL MA'ITERS 

1. Soo M. B. Rana-Chair~n 
2. Shri P. Parthasarathy . 
3. Shri S. N. Misra 
4. SOO Dahyabhai V. Patel 
5. Shri Syed Ahmad 
6. Dr. Kailas 

-7. Dr. V. K. R. Varadaraja Rao 

-Reai.ned from the Committee on Public UDdel1akinp with e1fect from 
%9th July, 1971. 



INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having been 
authorised by the Committee to submit the Report Q'n Cw.r behalf, 
present this Ninth Report on the Action Taken by Government on 
the re.commendations contained in the Sixty-seventh Report of the· 
Committee on Public Undertakings (4th Lok Sabha, on Production 
Management in Public Undertakings. 

2, The Sixty-seventh Report of the Committee .. in Public Under-
takings was presented to the Lok Sabha on the 24th April, 1970. 
Government furnished their replies indicating the action taken on 
the recommendations contained in the Report O'n different dates 
during the period from the 15th October, 1970 to 23rd April, 1971. 

The replies of Government to the recommendations contained in 
the aforesaid Report were considered and approved by the Com-
mittee on the 16th September, 1971 and the Chairman was authorised. 
to finalise the RepO'I"t on the basis of the deCisions of the Committee. 

3. The Report has been divided into the following five chapters:-

(i) Report. 

(ii) Recommendations that have been accepted by Government. 

(iii) Recommendations which the Committee do not desire to 
pursue in view of the Government reply. 

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

(v) Recammendations in respect of which final replies of Gov-
ernment are still awaited. 

(Ix) 



ex) 

4. An analysis of the action taken by Government on the recom-
mendations contained in the Sixty-seventh Report of the Commit-
tee is given in Appendix XLV. It would be observed, therefrom 
that out of 68 recommendations made in the report 91 per cE!\Ilt have 
been accepted by Government. The Committee do not desire to 
pursue 6 per cent of the recommendations in view of Government's 
reply. Replies of Government in respect of 3 per cent of the re-
commendations have not been accepted by the Committee. 

NEW DELHI; 
September 16, 1971. 
Bhadra 25, 1893 (S). 

M. B. RANA, 
Chairman, 

Committee on Public Undertakings. 



A. Bureau of Public Enterprises-Para 3.37 of Sixty-Seventh Report 
(Fourth Lok Sabha) 

1IMoDlrDeadatlcm(senal No.8) 

TheC6:lnmitteehad reCommended ~atthere was need for de-
centralisation'ln the functioning of the 'Bureau of Public Enterprises 
which was set up in April, 1965 in the Ministry of Finance in pur-
suance of the recommendation contained in the 52nd Report o'f the 
Estimates Cotntnittee aDd whose funCtions had been enlarged 'follow_ 
ing the recommendations ma:de py the Ad~inistrative Reforms Com-
mission in their 'Report on Pubuc 'SeCtortfndertakln,gs. The reason 
why'deeeniraliSaiion was recolrurierided 'waS that the Bureau should 
not grow into a monolithic and top heavy administration. The Com-
mittee had also desired that the Bureau should consider whether it 
w:ruld not be better for it to furlction in small working GrouPs, each 
Group being reSponsible for orie tjpe Of industry. In their reply, the 
Government have accepted the Committee's vie'W that there should 
not be too IIluch centralisation of p<?wers and functiO'ns in the Bureau 
as that wowd 'not 'be conducive 'to emclericy' and 'hence will not be in 
the best intefeSis of the j>ublic seCtor. 

2, As regaras "tUnctioniiig in smaIl wmkinggroiips, the Govern-
ment have 'stated 'Chat suc'h an arrangement 'in 'sny 'agency like the 
Bureau which had to deal with 99 public undertakings ranging from 
the manilfacture C;ftiea electi1caJ' equ .. ··· 'ents, 'nes'Vy machine 
tools, orgaitic 'd:ien#~, ~.gs 'and 'sur .. ,rfnstru~eiits ·,e:ic. 'as well 
as servic:iIig org 'f' 'tlpns 'm 'a0aiio~ fhipPiIlg, '/1"aatng,:eic. would 
call for em lO~ of 'aronsidera~le 'nuInoer Jf sPeclalis'ts in the 
Bureau itseff. "rt~s -atSo 'been 'stated that approach of the Bureau 
for dealing with the 'prol)letns of entetPriseshad been mainly 'inter-
disciplinary' in nature in an essen~a1ly decentralised set up where 
the divisio~ of the Bureau are, headed by full time Advisers jDtrec-
tors under' ihe ov.er~, charg, of a 'full fledged Additional Secretary 
in the Dep8.rtment pf Expenditure, In other words, even· for going 
into the problems ;of a P,8iticu1ar enterprise, the two or three con-
cerned :Oi~ of the Bureau 'were normally involved· to ensure 
that all the aspects of the working-managerial, financial, production, 
etc. received due attention. The Committee have ~o been informed 
that 'BUreau contemplaies to draw up' a p&.nel' of . cOnsuitantl ' after 



careful assessment and scrutiny with a view to make their services 
available, to the Bureau/MinistIi~es/pubIic undertakings for tackling 
specific problems. 

3. The reaSODS advanced for not i.trod.cin, decentralisation ani 
fUllctionin, ill small workinc crou.,. are not C'OnYincing. While it is 
for the Govermnent to consider how it should function to discharge 
the role assi,ned to it, the Committee do feel that Bureau should 
noid duplicatiOIl ill its work. If public uadertakings and the Burea. 
were to perform the same fUllctions, it would lead to waste of funda 
and 'human ener,,.. Government should see that the Bureau bestows 
«reater atteJJltion to its function as a pide on technical matters and 
helps the undertakill,s to solve their problems with which tbey are 
confroatetl. The .-:perience of the C&mmittee had been that public 
undertakings hay ••• t been able to improve their performance in the 
field of production. Had the Bureau functioned on the ri,ht lines for 
the I ..... t seven years. since its inceptlio'R in 1965, the perform.n~c of 
the public sector undertakin,s would ha'ye been lIurely much better. 
The Committee therefore hope that Government would do some re-
th~king to evolve a more effective liet up and functioning of the 
Bureau of Public Enterpri.es. 

4.. The Committee also find that Bureau has not been able to gene-
rate conditions for the :rn~th of lluitable manacerial cadre to run 
the pUblic undertakiD&'8. 

5. The Committee also recommend that a Chapter IIhould be added 
in the "Annual Report OR the Workin, of Industrial and C~mercial 
Undertakings of tlte Ceatral Government" to bria, out the concrete 
contribution made by the Bureau Dr Public EDterprisM towards 
achieving greater utilisati ... f the existin, capacit,., effectin, reduc-
tion in unit cost of manufacture and other m~a'iurt·s taken to effect 
economy, improve eftlcieac,. a.d obviate 10S8eS. This would enable 
Parliament and publie to bow tile co .. crete llteps taken b,. Govern-
mmt to impr.'n the elIicienc,. .. d performance .f pUblic sector 
which occupies a ,.vetalpesiti .. i. uti.nat ec .... ,.. 

B. Under-utilisation of capacities-Para 6.46 
Reconunenda'tion (Serial N •. 25) 

6. The Committee had recoITl!l1ended th:ilt a high level Exprr~ enr"'-
mittee shol,l1d be appoint~ by Government to make a thoroutih "r:(~ 
systematlc assessment of underutilisation of c:apacities, to de~~(~. th~ 
causes of under-utilisation in f"ach case and suggest remedi~ I me!!-
sures, both long ttmn. and sh-oTt term, to min~m~se the incidence of 
undcrutilisation in variou!' publiC' und~rtakings, In their reply, Go-
vernment have stuted that th('y hnu 'i1oted' this recommendation. 
Government have admitted that extent of underuta;sation of capa-
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cities was 4J~ per cent in the case of Steel Plants, 30 per cent in the 
case of Heavy Equipment manufacturing plants and 20 per cent in 
the case of mining and fertilizer industries. Government have indi-
cated the steps taken to tackle the problem of under-utilisation of 
capacities. These include improvement in the organisation and ma-
nagement of maintenance, improvement in supplies and quality of 
raw materials including refractories, improved productivity by 
operator motivation, etc. in the case of Steel Plants. Managerial im-
provements such as strengthening of industrial engineering, design 
and development activities, laying down of standards of performance 
for workers, machinery and plant, planning and control of production, 
cost control system, etc. It has also been stated in Government's rep-
ly that the Bureau watches the performance of the enterprises by 
obtaining regular returns from the units. Periodic performance r~
views were also carried out at the highest level in the Finance Min-
istry a.nd administrative ~nistries concerned with the enterprises. 
In conclusion, the Government have stated in their reply 'In the cir-
cumstances, Government feel that .no useful purpose will be served 
by appointing a high level expert Committee at the present moment 
to make an assessment of underutilisation of capacity and suggest 
remedial measures. If necessary, this can be done after the results of 
all the steps taken fructify." 

7. The Committee do not deny the fact that Government have 
been takiDg steps to tackle the problem of underutilisation of capa-
cities in public sector undertakings. The point for consideratioD is 
how far these steps have proved eff~tive. The Government have 
themselves admitted the esistence of uDderutilisation of capacities. 

(This problem had beeD with the pUblic s~tor for a number of year. 
and still DO satisfactory solutioD appears to be in sight.) The country 
has invested large sums of money iD settiDg up publii' under~kinls 
with huge capacities for production. If these capacities remUD UD-
derutilised for years, the Yft'Y faJactioning of the enterprises would 
tend to be un~conomical and would add to the cost of production. In 
view of these consideration, the Committee strongly feel and reiterate 
their recommendatiOll that a high level Espert Committee should 
be appointed by GoVerD~~Dt to go bito this problem of uDderutilisa-
tion of capaeities. '11le Committee are Dot ill favour of alloMDI' this 
problem to linger ally further. 



CBAn'ERU 
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 

GOVERNMENT 

ReCODUDeaciatioD (Serial No.1) 

The representatives of· some f1f the 1eaciing public undertakings 
who gave evidence ~for~. the Committee aWniUed that the system 
of coordination in the Heavy Electricals (India) Ltd. did not enable 
the enterprise to 'formulate a pro1U centre or centre of responsibility.' 
In Hindustan Steel Ltd., the system of coordination was 'far from 
nearing perfection' and 'slightly cumbersome' I;n the Indian Telepho,ne 
Industries Ltd., e.te. 'l'his in<llcates that coordination is not as perfect 
as it ought to be in major public undertakings. The Committee there-
fore recommend that all public sector enterprises should carry out 
of revi,ew of their respective organisation set up and plug the loop-
holes that appear in the existing machinery for coordination. 

(Paragraph 2.21) 

Reply of Governmer;at 

QQven;unent have noted this recop;un~da.ti9Il, U is agreed that 
there should \I,e co-ordj.p.atiop of all ~ctivities both within the enter-
prises as well as at one c~tr(l \ike 1\1e Bl,Irlim1,l, ot &!.blic Enterprises 
acting as a ceO-tre forum~Q cJ,ear.il\g ~oW!e foJ: .11 pu.blic sector 
enterp.rises and ae~ing as a c;:o-ordilu~tiog ageJ;l,cy in resp~t 01 activi-
ties requiring Ulliformity of actiol). 

As regards iuternal c.o-ordi;nation at tll.e Qnt~ri~ l,e,vej it i,s un-
derstood that some undertaJPIlg hllv~ ~~dy a r.egular ~cbinery 
to carry out di1Ierent stag. o~ P~\lC~loA, p.«>ci1,l,ction PI'QCe8S ancl 
despatches of the finished pro<\uc.b Uamugh a nat W'Ql'k ot inter-com-
municatian system. The teclmical wing o~ the u.Jldertakings is aho 
being strengthened wherever n~ry. The enQuti produ,c.UOD plan 
is alSO discussed with sales olicers and production officers. Periodi: 
reviews of the actual periormance of the platlts in production, sales 
and management are always carried QUt. Problems of procurement 
of raw-materials, avltlability of spares, quality of production are also 
discussed. Thus the existing arrangements for co-ordinatiqn which 
seem adequate would have to be improved as and when necessary 
with a view to formulate a profit centre or a centre -of responsibility 
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and plug the loop holes whenever they appear in the existing mach~
nery. The Bureau of P.uplic Ent.erprises has issued directives to all 
Public Sector enterprises that in view of the importance of productio,n 
plannmg aq.d} con4:ol a~quate stA:lps should be taken to strengthen 
the production oo~.tl-QI ox:gaJi:.sation; and production control being a 
c~tinuous a~tivity, necessary improvements must be made on a con-
tinuous basis.. The ~ctipn to be taken as envisaged by the Bureau of 
Public Enterprises was to be three-fold, in three different stages. 
First, in the planning phase the enterprises should forecast produc-
tion of productmix and the processes involved and also pla,n the set-
ting up o!- a.. dealgns organisation as well as material and tool control, 
loading anA S9heduling. In the second phase, namely, action phase, 
the ord,ex:.s w:ould. have to be released to the vaI"~ous departments. In 
the fi:l.al. phase, the follow up of the orders both in regard to process 
a):l(;i dAta. QQJ:lection and· interpreting as well as making changes by 
way of replanning and improvement in the standards of performance 
and quality, product development and product diversification a.nd 
prototype manufacture should be carried out. In all the three states 
it was eIl.visaged the close liaison would be m24ntained with the de-
partmeIl.ts dealing with inspection and quality control, maintenance, 
repaiJ:a and ~ep1acement of equipment, training of operators, etc. 
Therefore, it would appear that existing instructions are adequate 
0:1 the subject. However, in view of the need for making changes and 
impravements on a continous basis, Government have issued instruc-
tions to the enterprises to review the existing arrangements of 
co-ordination of· various activities with a view to formulate a profit 
centre or a centre of responsibility and plug the loop holes in the 
existing machinery as pointed out by the Committee. A copy of the 
instructions to the Ministries is enclosed.. (Appendix I). 

[Ministry of Finance, Bureau of Public En~e~pris~s Office Memo-
rapdam No. 1 (7) /DAP(R)IG9, d,ated 3-2.-1971] 

Recommendati.on (Serial No.2) 

~ring evidence, the representatives of the Bureau admitted 
that during their ltudy of the working of public sector enterprisea 
it bad not been poaible to pinpoint all the defects becauae 01 lack 
of technical expert.ille. Care should be taken to see that new public 
enterpri8es which are set up have the right type of production 
management organisation right from the very be~nning. 
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Reply of Government 

The comments have been noted by the administrative Ministries 
and the Public Sector Enterprises, for future action. 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1 (7) / 
DAP(R) /69 dated 24-1~-1970.] 

Recommendation (Serial No.3) 

The Committee agree that is neither feasible nor desirable to 
prescribed one type of standard planning organisation for apl'lica-
tion to all types of industrial activities. In industries having a 
continuous process for example, a fertiliser plant or an Oil Refinery; 
raw material enters one end of the production line and flows through: 
a steady stream to emerge as finished product at the other end.\ 
Naturally, the problem of planning and control in such industries is 
simpler because the path of the material, the process sequence and 
times of operations are also predetermined and are more or less in-
flexible. Such industries may need a different type of planning cell. 
But in tailor made or repetitive products or consumer industries 
need for separate planning cell exists because the operations and 
Committee feel that in a badly conceived Project, good management 
is process of production are complex. The unthinkable. They recom-
mend that the Planning Organisation should be capable of evolving 
a proper concept of planning production taking into account a realis-
tic demand survey of the products and study of the feasibility 
Report. (Paragraph 3.12) 

Reply of Government 

Government have noted thii recommendation. It is agreed that 
there should be different types of planning organisations according 
to diflerent industries. But the planning organisations so set up 
should be capable of evolving a proper concept of production plan-
ning taking into account a realistic demand survey of the products 
and study of Feasibility Report and, again, at the stage of scrutiny 
of Detailed Project Report. Major links in the production process 
would have been establisheu at the time of consideration of the De-
tailed Project Report with a simultaneous appraisal of the cost esti-
mates. Bureau of Puhlic Enterprises has also requested the Minis-
tries to advise the Public Sector enterprises under their control to 
examine. their existing production control organisations and systems 
in the light of factors such as change!; in market. standard of per-
formance and quality, product diver:;ification. product devel~pment 
:It'd prototvpf' manufacture. T'lus. every effort is made In thE' 
planning stage as well as in the implementation stage and the follow 
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up stage to establish a close liaison with the marketing and produc-
tion on the one hand, and production and management, on the other. 
It is also understood that in the enterprises where there is an orga-
nisation for production planning it keeps in touch with the sales 
department by obtaining periodical reports from them on priority 
commitments and on this basis production programme by the enter-
prises is prepared. However, in view of the recommendation of the 
Committee on Public Undertakings and the importance of the sub-
ject the Ministries are again requested to issue suitable instructions 
to the enterprises under their control to evolve a proper concept of 
production planning taking into account a realistic demand survey 
of the product. 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No.1 (7) / 
DAP (R) /69 dated 2-2-1971.] 

Recommendation (Serial No.4) 

Planning is a specialised function in modern industries and calls 
for decision making at the highest level. If there is a separate cell 
for this purpose, production staff can concentrate fully on produc-
tion proper which may not be possible if the production staff had 
to handle production :in addition to planning. The Committee recom-
mend that each undertaking may examine the need for setting up 
a separate planning cell after taking into account the type of indus-
try and other relevant factors. (Paragraph 3.13) 

Reply of Governmellt 

Government have noted this Recommendation. It is also stated 
for the information of the Committee em Public Undertakings that 
a number of undertakings have adequate organisation for produc-
tion planning, e.g. Hindustan Steel Ltd., Indian Oil Corporation Ltd., 
Heavy Engineering Corporation Ltd., etc. The nature of the orga-
nisation differs from enterprise to enterprise depending upon the 
type of product to be manufactured and the problems involved in 
planning and control. In view of the Committee's recommendation 
and the importance of the subject, the Ministries are now being ad-
vised that they should advise the enterprises under their control 
to review the existing planning organisation at the unit level ('ons-
tantly with 8 view to make improvements and evolve a proper con-
cept of production planning taking into account Changes in the 
demand forecast and the need to change the product-mix without, 
'however, impairing the long-term objectives of the enterprises. In 
case of undertakings where no machinery exists for production plan-
ning the Ministries are being requested to adviSe them to .t up a 
suitl~ble P~llning cell after ~kin.i into account the type of industry 
2097 LS-2. 
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and other relevant factors. A copy of the irtstructions issued by the 
Bureau of Public Enterprises to the Ministries in this regard is en-
closed. (Appendix II). 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No.1 (7) I 
DAP (R) /69 dated 2-2-1971.] 

Recommendation (Serial No.6) 

The Committee are surprised by the statement of the NCDC that 
planning and· control in their enterprise did not follow any specific 
technique. The technique of Production Management is changing 
all over the world every day with the introduction of latest techni-
ques. If the public undertakings are indifferent to the adoption of 
modern techniques of planning and control, poor production per-
formance and defective planning may become inevitable. During 
the examination of different public sector undertakings. the Com-
mittee found that highly sophisticated plants and machinery im-
ported from highly industrialised countries of the world were being 
operated on obsolete and outmoded techniques of planning and con-
trol of production. 

While it is primarily for the respective industries to decide as 
to whether they would follow technique like routing, scheduling, 
dispatching and follow up or any other techniques. the Committee 
suggest" that Government should undertake a survey of existing 
arrangements, for the planning and control of production in all the 
undertakings to examine how for non-achievement of targets of 
production or incurring of losses in each case was due to non appli-
cation of modern techniques of planning and control. Based on 
such a survey, proper guid lines may be issued to the undertakings. 
highlighting the modern techniques to be followed by each group 
of industries. (Paragraph 3.27) 

Reply of Government 

The Bureau of Public Enterprises has already initiated the action 
for review of production planning and control organisations in each 
public sector enterprise. This may need to be followed up by a de-
tailed study of the organisation of those public sector enterprises 
where the targets of production have not been achieved due to orga-
nisational deficiencies. 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1 (7) I 
DAP(R)/69 dated 24-12-1970.} 
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Recommendation (Serial No 7) 

Leading industrialised countries (like Japan and USA) have 
accepted the aid of computers to control their cost of production, 
enforce quality control and reduce inventories to appropriate level. 
The Committee feel that India will have to recognise the role of 
Computers as an inevitable tool for industrial efficiency and progress 
to compete in international market. 

Conscious of the acute problem of unemployment, the Cotnmittee 
would recommend; computerisation in capital intensive industries 
(e.g. H.S.L., H.E.L., etc.) and not the labour intensive industries, 

Computerisation should primarily be directed to enforce (i) inven-
tory and management control and (ii) to cut-down the cost of pro-
ducti'On. As a matter of fact, the decision to instal a computer in 
an enterprises should be taken at the time of setting up the enter-
prises to avoid any controversy later. The Committee reiterate that 
care should be taken to avoid retrenchment of labour and the staff, 
if rendered surplus, should be absorbed in alternative jobs in the 
same or allied undertakings. (Paragraph 3.36) 

Reply of Government 

Government have agreed with this recommendation. Instruc-
tio,ns have been issued to the undertakings through the administra-
tive Ministries (copy enclosed). (Appendix III). 
[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1 (7) I 

DAP (R) /69 dated 2-2-1971.] 

Recommendation (Serial No.9) 

The Committee are concerned to learn that major public under-
takings are facing difficulties in establishing a sound system of com-
munication with labour. They recommend that the public under-
takings should review periodically their existing communication 
system with a view to improve the communication with labour. 
Public Sector enterprises being model employers are expected to 
set an example and owe a special responsibility to evolve communi-
cation with labour in such a way that there is greater participation 
of feeling of involvement by labour in the fulfilment of objectives 
of production management. (paragraph 4.7} 

Reply of GevermneDt 

Government have noted this recommendation. It is agreed that 
comlI'unication system with labour is not only very important but 
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also .it i~ desirable to review the effectiveness of the existing com-
murucatlon system from time to time and make improvements so 
that-

'(i) a proper atmosphere may be created between manage-
ment and the employees; 

(ii) a sense of team-work can be built up within the under-
takings; and 

(iii) a feeling of involvement by labour in the fulfilment of 
objectives of production management is generated. 

The enterprises may however, be left with the choice to choo;;Wthe 
methods for adoption of this policy according Ito their need and the 
in-built nature of adjustments required between labour and manage-
ment. A copy of the instructions issued to the Ministries on this 
subject is enclosed. (Appendix IV) 

(Ministry of Finance, Bureau of Public Enterprises, O.M. No.1 (7) / 
DAP(R) /69 dated 2-2-1971.] 

Recommendation (Serial No. 10) 

The importance of the role that effective communication plays 
in the successful and speedy implementation of the objectives of 
production management cannot be over-emphasised. The Committee 
are of the view that the communication system in the Organisation 
should be such as to ensure speedy transmission of vital informa-
tion by pressing into service the most modern and economical means 
of communication. They find that there is dearth of persons trained 
in the art and technology of a communication in most of the Under-
takngs and recommend that such a personnel should be raised in 
every Undertaking by arranging suitable training. Training pro-
grammes may be drawn up in consultation with the Management 
Institutes at Ahmedabad and Calcutta. (Paragraph 4.10) 

Reply of Government 

Government have noted this recommendation. A copy of the 
instructions issued to the administrative Ministries is enclosed 
(Appendix V) 

{Ministry of Finance, Bureau of Public Enterprises, O.M. No.1 (7) / 
DAP(R)/69 dated 16-1-1971.] 

RecommendatiOll (Serial No. 11) 

The Committee are in favour of reducing the multiplicity of 
:Reports/Returns submitted to Top Management/Government with-
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out in any way interfering with the efficiency to take effective mana-
gerial decisions by the undertakings. In this connection, the Com-
mittee have noted that Hindustan Steel Ltd. have been able to evolve 
one Consolidated Report which goes from their Head O~e to Gov-
ernment and covers all their plants. The Committee recommend 
that other public undertakings should also undertake a review of 
their existing Reports in consultation with their administrative 
M~nistries ~d try to reduce the number of their Reports/Returns. 

The Committee recommend that public undertakings should also 
consider the advisability of setting up a special cell, if such a cell 
is not already there in their respective enterprises for the purpose 
of study. evaluation and floor up of such Reports because utility 
of such reports would ultimately depend on the capacity and the 
ability of these cells and the extent to which such Reports are made 
use of for managerial decisions. (Paragraph 4.17) 

Reply of Government 

Government accept this recommendation. Accordingly. adminis-
trative Ministries are being requested to review the extent of the 
utility of the reports and returns received from the Public Sector 
Undertakings with a view to cut out non-essential items of informa-
tion. Further, with a view to assist the undertakings to rationalise 
and streamline their information and reporting systems Govern-
ment have initiated action to obtain the services of experts in the 
country to study the prevalent practices of the enterprises and to 
evolve a few models based on which individual undertakings could 
build up their own systems to suit their particular needs. It must. 
however, be admitted that the use of information reporting system 
as a tool for effective management control is a new and developing 
discipline and that there are very few experts well qualified in 
this discipline in the country and those that are available are already 
busy with a number of assignments. Flowever, it is hoped to en-
trust this work to an expert very soon are prepare model systems 
for guidance of Public Sector enterprises. 

[Ministry of Finance. Bureau of Public Enterprises. O.M. No. 1 (7) / 
DAP~) /69 dated 7-1-1971.] 

Recommendation (Serial No. 12) 

The Committee hope that the system of management by excep-
tion introduced in Fertilizer Corporation of India, Hindustan Ma-
chine Tools Ltd. and Hindustan Steel Ltd. would prove useful. They 
also recommend that other major undertakings should consider the 
advisability of introducing the system of providing separate tailor 
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made reports for different managerial levels so that attention is 
drawn only to those exception which are relevant to their responsi-
bilities. (Paragraph 4.21) 

Reply of Government 

All public sector enterprises have noted this recommendation for 
suitable action. 
[Ministry of Finance, Bureau of Public Enterprises, a.M. No. 1 (7) / 

DAP (R) /69 dated 24-12-1970.] 

Recommendation (Serial No. 13) 

During evidence the representatives of most of the leading public 
undertakings argued that the principle of management accounta-
bility was difficult to be enforced because (i) production is a team 
work based on group eifort, (ii) there is dispersed of responsibilities 
in the existing pattern of public sector, (iii) causes of failure are 
varied, and (iv) qualitative measurement of accountability is not 
possible. These arguments are not convincing. If these are accepted 
it will tantamount to grant of complete immunity from accountabi-
lity. 

Considering the present low level of productivity and the heavy 
financial losses being incured by major public undertakings year 
after year, the Committee are convinced that public enterprises 
were not pulling their full weight to ensure that the principle of 
management accountability was implemented in letter and spriit 
without fear and favour. The Committee, therefore, strongly re-
commend that Government must formulate a clear policy and see 
that r~sponsibilities of each level of management were clearly de-
fined in unambiguous terms and laid down in black and white so 
that whenever any' act of omission or commission came to light it 
was possible to fix relponsibility and bring the persons concerned 
for the lapse to book. They also emphasise that the policy so framed 
must make the top management of every public sector enterprises 
fully responsible for overall performance, particularly the produc-
tion performance. As soon as Government are able to formulate 
such a policy, the same may be placed before the Parliament. Ef-
fectiveness of the policy must be kept under some close watch by 
Government and Parliament kept informed of the results achieved. 

(Paragraph 5.16) 

Reply of Govemment 

Government have accepted that the best way to ensure that an 
undertaking runs with the maximum efficiency is to confer on it 
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maximum possible autonomy and hold it accountable for perfor-
mance. Government policy underlying the various decisions taken 
otJuring the last two or three years to bring about improvements in 
the managerial and operational efficiency of Public Enterprises may 
be broadly defined as follows:-

(i) It is recognised that in order to enable these undertakings 
to work with greater autonomy, there should be sufficient 
delegation of powers to the Public Enterprises. 

(ii) Simultaneously, every effort should be made to assist the 
enterprises to secure suitable Managerial talent. 

(iii) In addition, measures have to be taken and guidelines 
laid down for improving management techniques in all 
its various aspects in these enterprises. 

(iv) There should be an effective machinery for periodical 
review and appraisal of their performance so that defects 
may be put right as speedily as possible. 

These policy directions, which still continue to hold good, were 
incorporated in the document "Public Sector Enterprises-A Memo-
randum" circulated with the budget documents in February, 1969. 

As regards the "objectives" of the individual enterprises, it is 
·obvious that such objectives should be formulated by the enterpris-
es themselves, although the same will have to be broadly approved 
by Government. Consequently, the administrative Ministries have 
been addressed to take necessary action in this direction. 

With regard to the responsibilities of different levels of mana-
-gement within the enterprises, this is also a matter which should 
be done by the concerned undertakings, particularly since they will 
have to ensure that the objectives and obligations of the enterprises 
themselves are laid down in clear terms as well as broken down as 
objectives of people at different lower levels, and the performance 
of the undertakings as well as individuals reviewed against these 
-objectives and obligations. The perfomance of the top management 
will have to be assessed taking into account the extent to which the 
enterprise is able to achieve the objectives and obligations already 
laid down. This is basically the principle on which 'Management by 
Objective' works. The Bureau of Public Enterprises has taken steps 
to introduce this modern technique of Management by Objective 
(MBO) in Public Enterprises. MBO should help the managers of 
the undertakings not only in concentrating on the key results to 
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be achieved by them individually but also in the achievement of 
the company's objectives. When this management tool is adopted 
by all the undertakings, it will provide a sound basis for assessing 
the performance of individual managers against the predetermined 
targets for them. 

[Mlinistry of Finance, Bureau of Public Enterprises, O.M. No. 
1 (7) /DAP(R) /69 dated 22-3-1971] 

Recommendation (Serial No. 14) 

The heavy financial losses incurred by major public undertakings 
e.g. Hindustan Steel Ltd., Heavy Engineering Corporation Ltd., 
Mining and Allied Machinery Corporation Ltd., Heavy Electrical 
(India) Ltd., Indian Drugs and Pharmaceuticals Ltd., over the years 
held weight to the impression that criteria of profitability was get-
ting gradually eroded and whittled down. If this drift from profita-
bility is allowed to continue, there was every likelihood that the 
gains of planned economic development in India may be offset by 
the heavy losses incurred by public sector enterprises. The Com-
mittee view this development with great concern. They, therefore, 
strongly recommend that Government must impress upon all the 
public sector enterprises the need to avoid losses and ensure pro-
fitability i.e. a decent return on investments. As a matter of fact, 
the norm of profitability should be laid down at the time of setting 
up the project itself so that Parliament and the country known in 
advance as to the precise period during which an enterprises is 
expected to reach the break even point. Should an enterprises fail 
to reach that stage within the stipulated period and continue to in-
cur losses even after the gestation period is over the Committee 
feel that the Government should examine whether such an uneco-
nomic enterprises is to be allowed to continue. 

(Paragraph 5.19) 

Reply of Government 

Government have from time to time impressed on public en-
terprises that they should be economically viable units and all out 
efforts .should be made to increase their efficiency and establish the 
profitability at the earliest. At the time of the examination of Fea-
sibility Study Reports and Detailed Project Reports, the viability 
of the proposed investment is carefully gone into before a decision 
is taken. In case of enterprises incurring continous losses, even 
after the gestation period, their performance is examined in detail 
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in order to identify the problems faced by them and initiate effec-
tive remedial measures which in an extreme case, may even include 
the advisability if in the national interest of closing down the plant. 

[Ministry of Finance, Bureau of Public Enterprises, a.M. No. 
1 (7) IDAP(R) 169 dated 5-1-1971.] 

Recommendation (Serial No. 15) 

The Committee note that Government have recognised the im-
portance of management objectives concept. They are, however. 
unable to appreciate why "it will have to be a trial and error 
method". They therefore recommend that Government shoulrJ 
evolve a clear out plan to indicate as to how and in what mannel 
the Government propose to proceed in the matter so that nothing is 
left vague and undefined. Unless a clear picture is placed before the 
enterprises by Government, the Committee are unable to see how 
the enterprises can be expected to work out the management ob-
jectives concept in its right perspective. 

(Paragraph 5.23) 

Reply of Government 

Government is keen that "Management by Objectives" as a 
system should be introduced gradually in all Public Enterprises. 
The conditions, however, differ from enterprise to enterprise; no 
uniform instruct!ons will be useful in this context. In any case, the 
enterprises have already been addressed by the Bureau about the 
need for introducing MBa, and the Chief Executives were also en-
ables to attain the series of lecture meeting on MBa convened 
by the Bureau at selected centres to assist them in initiating action 
in introducing MBa in their respective undertakings. As regards 
the objective of the individual enterprises, it is obvious that such 
an objective should be formulated by the enterprises themselves, 
although the same will have to be approved by Government. Con-
sequently, the administrative Ministries have been addressed to 
take necessary action in this direction. 

[Ministry of Finance, Bureau on Public Enterprises u.o. No. 9 (156) I 
70-BPE (GM-I) 170 dated 9-11.;.1970.] 

Recommendation (Serial No. 16) 

The Committee are of the view that unless a Managerial Cadre 
consisting of persons of probability integrity, managerial talent, 
initiative arid above all faith in the role of the public sector in na-
tional economy is established to man senior poSitions of responsi-
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bility in the public section enterprises, problems arIsmg in tne 
realm of production management cannot be satisfactorily tackled. 

(Paragraph 5.25) 

Reply of Government 

"Government have decided in principle that the Public Enter-
terprises should have their own managerial cadres, manned by the 
most competent personnel available. Government are seriously con-
sidering schemes under which there would also be some degree of 
mobility between public enterprises at the top and 'near-top' levels." 
IMinistry of Finance, Bureau of Public Enterprises, O.M. No. 1(7) 

DAP(R) /69 dated 31-12-70.] 

Recommendation (Serial No. 17) 

During the course of their visit to one of the leading steel manu-
bcturing company in the private sector, the Committee were in-
formed that there steel Plant was working at 90 to 95 per cent of 
its capacity even though some of their mechines were installed 
several years ago. The Committee are alramed to find that the 
Steel Plants of Hindustan Steel Ltd. are working at only 50 to 68 
per cent of their rated capacity. If a new enterprises faces teething 

1roubles during the gestation period and is unable to reach full ca-
pacity in the initial years, it is understandable. The Committee feel 
that for an established and experienced Steel Industry like the 
Hindustan Steel Ltd., it would be inexecusable if they fail to ensure 
operation of plant at the rated capacity and attain break even point 
in spite of the existence of a great demand for steel in India and 
a broad and the rise in the steel prices. 

(Paragraph 6.12) 

Recommendation (Serial No. 18) 

It is true that Steel Plants of Hindustan Steel Ltd. are facing 
problems of inadequate or poor maintenance, right type of refrac-
tories, non-availability of spares etc. but then these are the very 
factors which the management of every industrial enterprise was 
expected to take care of while planning its production on sound 
and prudent business principles. Now that the management of HSL 
has identified the precise factors due to which rated capacities could 
not be achieved by them in the past, the Committee recommended 
that the management of HSL should focus attention on those fac-
tors and run the plapts at their optimum capacity by remedying 
them. A developing country like India can ill afford the lUXUry of 
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allowing those expensive steel plants to run at uneconomic levels 
of utilisation. 

(Paragraph 6.13) 

Reply of Government 

"Government have noted the views of the Committee on Public 
Undertakings. They would, however, like to point out that actual 
production in the three steel plants of Hindustan Steel Ltd. had 
been progressively built up at a satisfactory rate and at the end 
of the usual gestation period it has stabilised at a level that fully 
utilised the original installed capacity of 1 million tonnes of steel 
ingots in each plant. The major expansion schemes were thereafter 
taken up and simultaneously with current production the commis-
sioning of new equipment was taken up, commencing from 1964 
The attainment of optimum production levels to utilise fully the 
expanded capacities in the three plants must also take some time 
after the complete installation of all the main and directly connec-
ted items of equipment necessary for the additional production. 
This unavoidable time lag, being affected by the constraints of (i) 
\ntegrating existing production facilities in operation with the 
commissioning and proving of highly sophisticated new plant and 
synchronising its introduction into the production stream and (ii) 
the environmental facton such as economic recession, labour unrest 
and disputes, precarious indigenous supplies of refractories etc., af-
fecting the operation of the total system in each plant, may not be 
considered as excessive in any marked way. It is further to be 
appreciated that the installation of all the additional equipment, 
full development of operating and controlling techniques for sophis-
ticated plant and the renovation and remodelling of some of the 
major items of older plant are all expected to be completed shortly. 
Consequently, the present attainable capacity is about 5 million 
tonnes as against the ultimate expanded capacity of 6 million tonnes 
of ingot steel per annum which is yet to be fully installed. 

Hindustan Steel Ltd., having identified the factors inhibiting the 
repid development of production, are implement:1'(~ the major 
changes required in the technical management of ~ heir operations, 
including co-ordination of supplv of correct raw-materials, refrac-
tories, spares, etc., and improvement of the state of maintenance. 
It is expected that with the completion of installation of all addi-
tional equipments and the improvements in the other operating 
areas, the actual production will stabilise at about full capacity 
level in the near future." 
IMinistry of Finance, Bureau of Public Enterprises O.M. No.1 (7) I 

DAP(R)/69 dated 2-3-1971.] 



Recommendation (Serial No. 19) 

The Committee are of the view that the Heavy Engineering Cor-
poration Ltd. and the Mining and Allied Machinery Corporation 
Ltd., are finding themselves in this unhappy predictment primarily 
due to the inaccurate and "overambitious" demand projections made 
before installation of their production capacities. The Secretary of 
the Ministry of Steel & Heavy Engineering admitted during evi-
dence that "expectations of demand, on the basis of which these 
capacities were created, did not materialise". If the projections of 
demand go wrong by a narrow margin, one could ignore it but when 
the projections do not materialise to the extent of 90 per cent it 
only indicated that either the existing machinery fol' demand as-
sessment was not equal to the task expected of it or the techniques 
employed or the economic data relied upon for this purpose were 
totally wrong. The Committee recommend that Government should 
(i) examine the existing machinery for demand projections, the 
techniques employed for assessment of demand etc., and (ii) ini-
tiate positive steps to gear up the machinery for marketing demand 
projections so that production capacities were installed or expend-
ed only to the extent warranted by sound and scientific assessment 
of demand. 

The Committee reiterate that the Government should ensure in 
future that no undertaking should be launched unless a scientific 
and accurate assessment of demand has been made by the Govern-
ment and a proper scrutiny of feasibility studies and project Report 
has been made. 

(Paragraph 6.14) 

Reply of Government 

Government have noted this recommendation and have accept-
ed the necessity for a regular machinery for demand assessment 
and analysis of economic data and for making regular and syste-
matic review of the machinery improve its reliablHty and efficiency. 
At present the first step in setting up a project is to obtain from 
competent technical agencies the Feasibility Report conforming to 
the manual circulated by the Ministry of Finance and containing all 
essential data and techno economic analyses as stipulated in the 
manual. The Feasibility Report is further considered by the Minis-
tries, the Planning Commission, the Bureau of Public Enterprises 
and the Finance Ministry and finally, where necessary, by the Cabi-
net. Investments decision is taken after due consideration of the 
Feasibility Report and project approval given after a thorough-
scrutiny at all levels of the Detailed Project Report. 
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As regards demand asseSSD:lents for the earlier project reports in 
most industries, especially for manufacture of capital goods, the 
demand assessment more or less synchronised with the demands 
materialising during the 2nd and 3rd Five Year Plan; however, if 
the Plan targets did not mature the demand assessments in the pro-
ject reports were also rendered obsolete. 
[Mlnistry of Finance, Bureau of Public Enterprises O.M. No. 1 (7) I 

DAP(R) 169 dated 5-2-1971.] 

Recommendation (Serial No. 20) 
The Committee find that the problem being faced by the Heavy 

Electricals (India) Ltd. and the Hindustan Machine Tools Ltd. is 
th·c' same, that is, lack of orders for their products. This conforms the 
impression that demand survey was not made accurately before 
setting up these undertakings. The recession in Engioeering indus-
tries had been with us for a number of years. Had these Undertak-
ings made aggressive sales efforts right from the beginning of the 
recession, they would have surely been a ble to counteract recession 
to a greater extent. Anyhow the Committee hope that all the Un-
dertakings including these two, would reinforce their efforts not 
only to tap domestic but also foreign markets. The Committee also 
wish to emphasise that public undertakings should periodically re-
view their prodct mix to bring it in line with the changing pattern 
of market demand. 

(Paragraph 6.23) 
Reply of Government of India 

Noted by all Public Sector Enterprises for suitable action. 
{Ministry of Finance, Bureau of Public Enterprises O.M. No. 1 (7) I 

DAP(R)/69 dated 24-12-1971.] 

Recommendation (Serial No. 21) 
The Committee are surprised at the statement of the represen-

tative of the Fertilizer Corporation of India made during avidence 
that the rated capacity at Trombay Unit was only in theory and that 
the attainable capacity was lower than the rated capacity. The 
Committee recommend that managements must regard the attain-
ment of' rated capacity their supreme task and made strenuous efforts 
towards that end by rectifying design or engineering deficiencies in 
plants, if any, alld creating optimum conditions under whicb. the 
plants could work at their full rated capacity. To regard the rated 
'Capacity as only a theor~tical proposition apd not a practical possi-
bility by the undertakings is a tendency which eSn only result inde-
rating the rated capacity to the lower level of attalnabl~ capacity. 
The Committee feel that such a tendency of the undertaking has to 
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be discouraged because if it is allowed to continue there will be let 
up in the efforts of the managements to reach the optimum capa-
city. 

Should the undertakings find it impossible to operate the plant 
at the full rated capacity they should reduced their rated capacity 
to the attainable capacity only with concurrence of the administra-
tive Ministry concerned and the Ministry of Finance invariably. 
The Committee view the statement of the representative of the 
Fertilizer Corporation with alarm and feel that an act of derating 
the capacity of the plant at Trombay to the lower level of "attain-
able capacity" was rather unjustified. They recommended that pub-
lic undertakings should acquire pla;nts of only the proven rated ca-
pacity after rigid performance tests because once a defective plant 
was acquired it became a liability for all time to come even if the 
contractor paid the penalty under the contract. Payments to con-
tractor should depend on his demonstrating the rated capacity of 
the plant and machinery. 

(Paragraph 6.33) 

Reply of Government 

Government agree with this recommendation and have issued 
suitable directive in this connection to the Public Sector enteroris-
es for future guidance and compliance (Appendix VI) 

With regard to the Trombay Unit of the Fertilizer Corporation 
of India it may be noted that the foreign contractors who supplied 
the main plants for the factory were either not able to demonstrate 
guaranteed performance of the plants or could should the guaran-
teed performance only on a modified basis. In the circumstances, 
while on the one hand action was taken to claim compensation from 
foreign contractors for their failure to fulfil the guarantees; on the 
other, action was also initiated to identify areas of deficiencies, ana-
lyse the process and work out specific remedial measures. Studies 
were systematically made and reviewed by a series of experts and 
high level committee. The remedial steps recommended by the com-
mittee lIl"e under implementation and it is hoped by the enterprises 
that' by about 1972-73 the Trombay unit will be able to attain, as 
nearly as possible, the rated capacity. 
[M'inistry ot Finance, Bureau of Public Enterprises O.M. No. 1 (7) r 

DAP(R) /69 dated 2-3-1971.} 

Recomendation (Su°al No. 23) 

The Committee view with great concern the fact that negotia-
tions between the Indian Oil Corporation Ltd. and the Hfndustan 
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Machine Tools Ltd. for the purchase of Gas Cylinders have had a 
protracted course and displayed lack of sense of urgency. Shortage-
of Gas Cylinders has affected the common user in the country al-
though there is no shortage of gas. Capacity to undertake manu-
facture of the gas cylinders already exists in the H.M.T. Owing to 
the protracted delay in negotiations between the two undertakings, 
the spare capacity to manufacture Gas Cylinders has remained un-
utilised. If the diffierences between the two public sector enterprises 
could not be settled at their own level, the Committee are unbappy 
to see why the two administrative Ministries namely, the Ministry 
of Petroleum and Chemicals and Mines and Metals and the Minis-
try of Industrial Development, Internal Trade and Company Affairs 
could not help these two enterprises to come to an early settlement. 
The Committee recommend that such inter-undertaking negotiations 
leading to inordinate delays should be promptly sorted out at inter-
Ministerial level. 

(Paragraph 6.37) 

Reply of Government 

Government have noted this recommendation. A copy of the 
instructions issued to the administrative Ministries is enclosed. (Ap-
pendix VII) 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1(7)/ 
DAP(R) /69 dated 16-1-1971.] 

Recommendation (Serial No. 24) 

The Committee have noted the assurance given by the Secretary,. 
Departments of Petroleum and Chemicals that in furure no produc-
tion at the surgical Instruments Plant of IDPL would be made 
unless there was a demand. The Committee are of the view that 
other public sector undertaking should also adopt this wholesome 
principle as basic to their planning of production so that whatever 
production was undertaken it was invariably against firm indica-
tions of clear demand and found a ready market. In the meantime 
possibility of diversification and alternative use of manufacturing 
capacity should be explored and made ready. If the demand 
fluctuates. for short period, the normal production in a year should 
not be upset and the annual target of production should not be 
lowered. 

(Paragraph 6.43) 
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Reply of Government 

Government agree with this recommendation and have issued 
necessary directives (Appendix VIII) in this regard to ensure that 
no production is taken up except to meet established demands 
Including export demands based on dependable forcasts of future 
requirement, that neither annual target nor actual production in a 
plant is modified because of minor fiuctuations in demand in the 
short run and that vigorous steps are concurrently taken to stimulate 
the market to diversify production and make alternative use of 
~d~r-utilised ~paci~y wherever full utilisation of capacity for the 
ongmal productIon lme is not found reasonably possible. 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1(7)/ 
DAP(R) /69 dated 5-2-1971.] 

Recommendation (Serial No. 26) 

The foregoing account of non-achievement of targets of produc-
tion makes a distressing reading. There have been instances (for 
example, (i) Hindustan Photo Films Mfg. Co. in 1966-67, (ii) Heavy 
Electricals Equipment Plant of Bharat Heavy E\ectricals Ltd. in 
1967-68 and (iii) Heavy Machine Tools Project of Heavy Engineer-
ing Corporation in (1968-69) where percentage short fall in achieve-
ment of targets had been more than 75 per cent. Shortfall ranged 
between 50 to 75 per cent. in the case of Fertilizers and Chemkals 
Travancore Ltd. in 1965-66 and Mining and AUied Mechi:nery Cor-
poration Ltd. in 1966-67 and 1967-68. The Committee feel that either 
there is something basically wrong in the mechanism of fixation of 
annual production targets or the arrangements for follow-up of 
production are deplorably inadequate. Should the Undertakings fix 
realistic targets after making a thorough assessment of all factors of 
production and proper follow-up of production plan is done, there 
should have been no reasons why the shortfalls should be as high 
as 75 percent. The Committee do agree that breakdowns of plant 
and machinery could not be predicted with any degree of certanity. 
Labour troubles too may erupt rather suddenly, qometimes putting 
the production out of gear. But these factors, however, uncertain 
should not make such a material difference in the long run. The 
Committee suggest that public undertakings should streamline their 
machinery for target setting so that target of production were more 
realistic that what they had been in the paat. 

(Paragraph 7.16) 
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Reply of Government 

Government have noted this recommendation. A copy of the 
instructions issued to the administrative Ministries is enclosed. 
(Appendix IX). -[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1(7)/ 

DAP(R) /69 dated 16-1-1971.] 

Recommendation (Serial No. 27) 

The Committee find that at present public undertakings are 
~ompletely free to fix up annual targets of production at whatever 
level they consider necessary and to revise them. Government 
was merely kept infonned. The Committee feel that this practice 
needs review. Under the existing practice there was every pos-
sibility of an undertaking fixing lower targets than the rated capa-
city and thus covering up its poor perfonnance. The Committee 
recommend that Annual Targets of productiop should be fixed after 
taking into account all the relevant factors into consideration par-
tfculary the demand as assessed by the Planning CommiSSion, market 
surveys conducted by the enterprise itself, the rated capacity of the 
plant and machinery etc. Enterprises having Technical Directors 
on their Board of Directors should, wherever possible take advan-
tage of his objective technical appraisal of production capacity. 
The Committee are of the view that undertakings should be free to 
fix annual targets of production so long as they are equal to or near 
the rated capacity. But if an undertaking wants to fix a target 
lower than the rated capacity in spite of their being a clear demand 
for the products it would get prior approval of Government. This 
will give an opportunity to Government to satisfy itself whether 
deviation from rated capacity in a particular case is justified or not. 

(Paragraph 7.24) 

Reply of Government 

Government agree with this recommendation and have issued 
the necessary directive';, a copy of which is enclosed for tne Com-
mittee's information. (Appendix X). 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1(7)/ 
DAP(R) /69 dated 18th May, 1971.] 

Recommendation (Serial No. 28) 

The Committee agree that development of ancillary industries 
combined with the efforts to pool requirements of various groups 
of industries in Public Sector holds the key to the solution of the 
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problem of procurement of spares and equipment. They hope that 
no efforts would be spared by Government to promote ancillary 
industries. 

(Paragraph 7.28) 

Reply of Government 

"Government have noted this recommendation. Government 
have been considering for some time pa<;t ways and means for 
accelerating the pace of growth and d~velopment of ancillary in-
dustries, p::!rticulary under the umbrella of Public Sector under-
takings. The subject-matter was discus~ed in the meeting of the 
Small Scale Industries Board and also at a Seminar in Bangalore, 
presided over by the former Cabinet SeeretClry, in April, 1970. 
Government's aim h3s been that large"cale undf'rtakings in the 
Public Sector s~lOllld set an example in the development of ancillaxy 
units which cap serve as a stimulus both to the Public and the 
p=ivaie sectors. Thel broad lines up:!n which action has been sug-
gested to the Ministries for implementation by the undertakings are 
given below. 

(I) The determination of product line and components the 
manufacture of which is to be offioaded to ancili:lry industries should 
be establi'~hed at the time of setting up a p.ew product or under-
taking's major expansion and included in the Detailed Project 
Report. 

(2) The Public Sector undertakings should identify and ear-
mark particular lines or items or production/maunfacture and 
offload the production of theS1e to the ancillary industries. 

(3) They should offer a guara;ntee of offtake of 50 per rent of 
production of the a,ncillary units subject to suitable price fixation 
formula and quality control and timely delivery. 

(4) They should also took after the raw-materials requirement 
of the ancillaries including imported materials required and arrange 
to provide for necessary foreign exchange and actual users' import 
lince,nce. 

(5) The parent undertakings may also provide teehnical con-
sultancy and know-how to the small units for putting up the plant 
and organise new and modified lines of production to fit into the 
changing demands of the large-cale Pulic Sector units. 

(6) They should also look after equipment maintenance and 
requirement of spares by providing a good machine shop which will 
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cater to the repair needs both of their own equipment as well as 
that of the ancillaries at reasonable cost. 

·(7) The Board of Directors of the Public Sector undertakings 
were also requested to review position from time to time regarding 
the development of ancillary units conneded with their products 
and make improvements. 

(8) They should also appoint a full-time senior officer, who should 
be entrusted with the rcslJonsibility of developing r>ncillary indus-
tire:; and submit 6-monthly reports to th!J DGTD: Development 
Commi -sioner, Small Scale Industries, with a copy to the Bureau 
of Public Enterprises. 

(9) The Ministrics were also requested to instruct the Puhlic 
Sector undertakings to draw up a time schedule for implementing 
thE: ~;onw uf th"s. propo';;t b like the itcm.; proposen to be manu-
factured, the facilities that should be made available to the 
assistance in rnw-materials. tooling facilitie:>, etc. 

The Bureau of Public Enterprises is also proposing to issue 
guiddinc5 to the undert"kings on the above lines and ask them to 
send periodical Teporto; to the Bureau and D.G.T.D. The Ministries 
are also requested to instruct the undertakings accordingly." 

[Ministry of Finance. Dureau of Public Enterprises, Office Memo-
randum No.1 (7) IDAP (R) 169 dated 28-1-1971]. 

Recommendation (Serial No. 29) 

The Committee hopf' that the nev: procedure (in para 31 of 
Rep':lrt) e"olven by tJ,f> DGTD in March, Hlli8 in the mater of 

giving clearance from incligcn()us angle would go a long way in 
mitigating the hardships faced by Pubilc Sector undertakings in 
getting such clearance, They suggest that efficacy of the new pro-
cedure should be kept under constant watch by Government to 
ensure that produrtion of no public undertakings was held up or 
affected on account of any undue delay in DGTD's clearnance and 
allotment of foreign exchange. 

(Paragraph 7.32). 

Reply of Government 

Government have noted the views of the Committee. With the 
introduction of the new procedure ao;; outlined in para 7.31 and other 
actions taken by the DGTD, indigenous clear2;nce of the import 
requirements of Public Sector enterprises is expected to be con-
liderably expedited. However, a constant watch is kept on thete 
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'Procedures. as suggested by the Committee with a view to ensure 
that references from Public sector enterprises for clearance from 
indigenous angle are expedited. Government have accordingly con-
stituted a high level study group with the Director-General, BPE 
as its Chairman with five other members associated from Ministries! 
Public Sector undertakings, who are presently studYing in depth 
the reasons for delays at different stages and their recommenda-
tions as and whe.n received would 'be considered for implementa-
tion to streamline the procedures further. 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No.1 (7) 
DAP (R) 169, dated the July, 1971]. 

Recommendation (Serial No. 31) 

The Committee feel that public undertakings had not formulated. 
their diversification programmes in time to check the impact of 
recession. Had they done so, there would not have been gross 
under-utilisation of capacity in major public undertakings. 

(Paragraph 7.42) 

Reply of Government 

Government have noted this recommendation. A copy of the 
order issued by Government is also enclosed. (Appendix XI). 

[Ministry of Finance, Bureau of Public Enterprises, Office Memo-
randum No. 1 (7) IDAP(R) 169 dated 16-1-1971]. 

Recommendation (Serial No. 3%) 

The Committee regret to note that the level of labour utilisa-
tion has gone down in the case of Heavy Electricals (India) Ltd., 
Hindustan Machine To~ls Ltd., Hindustan Zinc Ltd., Briquetting 
and Carbcnisation Plant of Neyveli Lignite Corporation Ltd., 
Baruani and Gujarat refineries of the Indian Oil Corporation Ltd. 
When the labour utilisation in an enterprise touches as low 
level as 70 per cent its productivity and profitability are bound to 
be affected. The Committee, therefore, hope that these entrerprises 
would investigate into the reasons for this fall in labour utilisation 
with a view to evolve effective measures to improve labour utilisa-
tion. 

(Paragraph 8.9) 
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Reply of Government 

"Government have noted the recommendation and have directed 
the concerned enterprises to complete the specific investigations of 
low labour-utilization ailld take suitable action to raise it." 
[Ministry of Finance, Bureau of Public Enterprises, Office Memo-

randum No. 1(7) IDAP(R) 169 dated 11-3-1971.} 

Recommendation (Serial No. 33) 

Some of the public undertakings as, for example, National Build-
ing Construction Corporation Ltd., National Instruments Ltd., are not 
maintaining record showing the extent of labour utilisation. Garden 
Reach Workshop have started keeping such record from April, 1968 
only. Hindustan Steel Ltd. have undertaken studies to determine 
manning for different work groups. Fertilizer Corporation of India 
have also undertaken industrial engineering studies to evolve 
systems for control on labour utilisation. The Committee are con-
vinced that effective labour utilisation is vital to 'Production and 
profitability. They fail to understand how could the managements 
of these undertakings suceed in keeping an eye on the trend of 
labour utili sarti on in the absence of labour utilisation record in suit-
able form so that they may be able to locate areas of under-utilisa-
tion of labour in time and take Iremedial measures. Labour utilisa-
tion indices should also be accompanied by indices of labour pro-
ductivity in the interest of maximising production and keeping a 
timely check on the persistent tendency to overstaff. 

(Paragraph B.10) 

Reply of Government 

Government agree with this recOIpmendation. Suitable instruc-
tions have been communicated (Appendix XII) to the Public Sector 
Enterprises for introducing adequate systems for: 

(i) recording actual labour utilisation on all activities, 

(U) compiling indices of labour-utili~ation and labour-produc-
tivity, and 

(iii) promptly locating areas. of under-utilisation and under-
productivity of labour in terms of these indices 

and taking prompt remedial measures to improve utilisation and 
productivity of labour and keeping a timely check on the persistent 
tendency to over-staff. 
[Ministry of Finance, Bureau of Public Enterprises, O.M., No.1 (7) I 

DAP(R) 169, dated the July. 1971.1 



Recommendation (Serial No. 34) 

This gives the impression that hitherto Government have not 
taken an active interest in this important task. The Committee 
suggest that Government should arrange special study of man pro-
ductivity industrywise without any loss of time. 

(Paragraph 8.18) 

Reply of Government 

The recommendation of the Committee is noted (Appendix XIII). 
Government being conscious of the need for sustained efforts by 
managements of enterprises tq raise productivity have beenadvi&ing 
and helping Public Sector Enterprises to identify specific areas 
where improvements are necessary and to take ~peditious remedial 
action in the management, organisational technological and technical 
fields as applicable to each unit and are periodically reviewing the 
results achi.eved by them. 

Government feel that considering the multiplicity of inter-related 
major steps that are being implemented, the time that the~ must 
~ke to produce significant rise in productivity and the continually 
changing level of utilisation of resources, the proposed studies of 
man-pl',~'dUl·tivity industry-wis0 may neither provide the valid 
measurements nor expose significantly new deficiencies at this stage 
which could be useful to the constituent enterprises in their endea-
vour to raise productivity. Nevertheless, the establishment of 
industry-wise man-productivity standards amongst other standards is 
considered essential and centrally organised studies for this' same 
would be taken up at the appropriate time. 

[Ministry of Finance, Bureau of Public Enterpris('S O.M. No. 
1 (7) IDAP(R) 169, dated 18th March, 1971.] 

Recommendation (Serial No. 35) 

Existence of a wide gap in the productivity le"')ls 01. •• ey induslol-fes 
(e.g. Steel and Coal Mining) between Indian and foreign countries 
Is a source of great concern to the Committee. Such gaps if 
permitted to continue would be injurious to the Development of 
export markets of Indian Steel and other products which would be 
soon available for exports. The Committee recommended that public 
undertakings should adopt improved and modern management 
techniques capable of raising the level of productivity. 

(Paragraph 8.20) 
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Reply of Government 

Government have noted this recommendation. A copy of the 
recommendation has been forwaTded to the Ministries with the 
request that they may advise the undertakings to introduce improved 
and modem management techniques with a view to raise the level 
of productivity. 

[Ministry of Finance, Bureau of Public Enterprises O.M. No. 
1 (7) DAP (R) /69, dated 2nd March, 1971]. 

Recommendation (Serial No. 36) 

The Committee are apprehensive that in their anxiety to raise 
productivity, the quality aspect may be lost sight of by the Under-
takings with the result that great rejections and off~grade production 
would become inevitable defeating the very purpose of productivity. 
Equal importance should, therefore, be accorded to the qualitative 
aspect of productivity. Parameters to productivity should be fixed 
as to take into account production in comparable units (within the 
country and outside). Productivity norms and incentives schemes 
should be applied from the beginning. 

(Paragraph 8.21) 

Reply of Government 

"Government have noted this recommendation. By and large the 
managements of the enterprises are fully consC'-ous of the need for 
quality production and have established adequate organisation and 
facilities for achieving it including speclfi.cations and standards, 
independence of inspection, operation controls, analyses of results 
and reviews, education, training, etc. However, in view of the 
importance of this aspect and the need for sustained top level 
attention to it, the recommendations of the Committee have been 
suitably communicated to all the enterprises, a copy of which is 
enclosed for the information of the Committee." (Appendix XIV) 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1(7)/ 
DAP(R)/69, dated 2nd Mareh, 1971]. 

Recommendation (Serial No. 37) 

The Committee are of the opinion that existence of surplus staff 
adversely aftects productivity and profitability of an enterprise. They 
recommend that the staft strength in the 1nltial stages r.'hould be 
determined most carefully .fter carrying out scientific manning 
studies and a thorough assessment ot workload. Such studies should 
be entrusted to independent bodies like the Mmagements Institutes 
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or Institutions like the National Productivity Council for making an 
objective assessment. 

(Paragra~ 8.24) 

Reply of Government 

Government have noted this :recommendation. It is clerified that 
for new projects and expansion schemes careful assessment of man-
power requirements are made in adve,nce and actual employment so 
programmed has to obviate surpluses. The enterpris'es are also 
developing their own expertise particularly in the industrial 
engineering department for making such studies along scientific lines 
with the help of external consultancies such as Institute of Manpower 
Research, Administrative Staff College, National Institute of Training 
in Industrial Engineering, National Productivity Council, etc. as and 
when necessary. In a rew large enterprises like Hindustan Steel, 
Heavy Engineering Corporation, Mining and Allied Machinery Cor-
poration, etc. there was appreciable initial surplus manpower due to 
several causes such as absorption of construction staff, inadequacy 
of skills necessitating large strengths, planned excess to meet deve-
lopment, expansion, training and high-turn-over needs. However, 
with increasing production without additional manpower, by retrain-
ing and redeployment, adjustments with requirements of manpower 
for expansion schemes and new projects of similar nature, voluntary 
retirement, etc. the surpluses are being progressively reduced. 

In view of the importance of this aspect, it is again being brought 
to the notice of the Enterprises through the administrative Min'is-
tries, directing them to review their manpower position and the 
machinery required for redUCing surpluses and to take adequate 
measures in the light of the Committee's recommendations, a copy 
of which is enclosed for the information of the Committee. (Appen-
dix XV). 

[Ministry of Finance, Bureau of Public Enterprises O.M. No. 
1(7)/DAP(R)/69, dated 11th March, 1971]. 

Recommendation (Se,rial No. 38) 

Redeployment of surplus staff deserve~ the primary attention of 
the undertakings. The Committee feel that they could be absorbed 
against future expansion or against future retirements. Voluntary 
retirement schemes may ,be introduced on attractive terms if neces-
sary and transfer of staff to other sister enterprises could also be 
considered. 

(Paragraph 8.25). 
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Reply of Government 

The Administrative Reforms Commission had also refern!d to the-
problem of over-staftlng in Public Enterprises. The recommenda-
tions made by the Commission in this area and Government's 
deci!>ions thereon are enclosed. These decisions on the recommenda-
tions of the A.R.C. have already been communicated to the adminis-
trative Ministries and Public Enterprises for taking necessary action. 

Subsequently, specific instructions were also issued to the Public 
Enterprises emphasising the need for taking urgent remedial steps 
to deal with the problem of surplus labour in the undertakings 
wherever they exist. The undertakings were advised to deal with 
the question under the following two broad categories:-

(i) Over-manning resulting from employment of a large 
number of workmen during construction as departmental 
labour and failure/reluctance to part with their services 
after the construction work is' over; and 

(ii) General over-manning in the regular (Production) orga-
nisations of the enterprises. 

It was inter alia indicated that wherever possible assistance from 
regular construction organisations set up by the Government like 
National Projects Construction Corporation, National Building Con-
struction Corporation, Hindustan Steelworks Con!>truction Corpora-
tion Ltd., etc., should be asked for by Public Enterprises for con-
struction purposes. As regards the question of reduction of surplus 
staff, which already exist, the enterprises were advised to follow 
the example of undertakings like Neyveli Lignite Corporation, 
National Minerals Development Corporation, etc., who had introduced 
schemes for voluntary retirement O'r retrenchment with ex-gratia 
payment. It was pointed out that even though it may entail some 
immediate additional expenditure to start with, in the long run 
such a scheme will save the enterprises considerable amount of 
money both by way of salaries and allowances and by way of hidden 
subsidies like housing, medical facilities, etc. This' step was to be 
taken by the undertakings over ana above the other steps which 
could be taken to reduce over-stafRng, like stoppage of further 
recruitment, allowing the wastages to be taken care of by the exist-
ing surplus staff, etc. A copy of the O.M. No. 2 (178) 168-BPE (GM), 
dated the 14th April, 1969, issued is enclosed. (Appendix XVI). 

[Ministry of Finance, Bureau of Public Enterprises O.M. No. 
1(7)/DAP(R)/69, dated 22nd March, 1971J. 
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Recommendation (Serial No. 39) 

Labour-Management relations is a wry sensitive area of manage. 
ment activity. The situations to be faced in this field are complex 
and call for human understanding, foresight and tact on the part 
of managements. The Committee feel that management of public 
sector enterprises should continue to strive to Secure the active 
co-operation of labour towards improvement of production since a 
-contended labcur alone can be expected to give their best. 

(Paragraph 8.35) 

Reply of Government 

Government accept the recommendations of the Committee, which 
have been brought to the notice of the Public Enterprises vide this 
Ministry's Office Memorandum No. 2(75)/71-BPE(GM.I) dated 12th 
February, 1971. (Copy enclosed Appendix XVn). 

[Ministry of Finance, Bureau of Public Enterprises O.M. No. 
11 (7) !DAP(R) 169, dated 9th March, 1971]. 

Recommendation (Serial No. 40) 

Demands received from labour unions should be considered by 
the Managements with sympathy without much loss of time and 
decisions taken on the merits of each demand. Effective steps should 
be taken by the Managements to establish report with the workers 
and creating in tllem "81 sense of belonging". Proper forums should 
be established where officers at various levels of management can 
meet 'and intenningle more often with various groups of labour. 
This is only one of the ways to remove the "Psychological barrier" 
between the managements and labour. Top Management should 
provide a responsible and responsive leadership, drive and initiative 
in this direction. 

(Paragraph 8.36) 

Reply of Government 

Government accept the recommendations of the Committee, which 
have been brought to the notice of the Public Enterprises vide this 
Ministry's Office Memorandum No. 2(76)/71-BPE(GM.I) aated 12th 
February, 1971, copy enclosed for information. (Appendix XVIII). 
[Ministry of Finance, Bureau of Public Enterprise,. O.M. No. 

1(7)/DAP(R)/fIi, dated 9th March, 1971]. 
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Beeommendation (Serial No. 41) 

The Committee recommended that Public undertakings should 
make effective use of management techniques like Programme 
Evaluation Review Technique in order to guard against possible 
delays in the procurement, installation and Commissioning of plant 
and machinery. They would suggest that an- adequate number of 
their officers and engineers be specially trained in the application 
of this technique. 

(Paragraph 9.6) 

Reply of Government 

Government have noted this recommendation. In view of the 
importance of this technique for planning, progressing and control-
ling projects construction, the Bureau of Public Enterprises has 
already envolved broad guidelines for the application of Network 
Analysis Technique (PERT /CPM) to the pr~ects in the Public 
Sector and has laid down the necessary framework of the procedures 
to be adopted by them in this regard, in their circulars O.M. Nos. 
32-Adv(C) /Cir-6'j(lO dated the 30th March, 1970 and 1275-Adv(C) I 
Cir-79/70 dated the 3rd Sei>tember, 1970 (Appendix XIX). 

The Bureau of Public Enterprise&' has also conducted a 4-day 
Seminar on the subject for the benefit of the Ch'lef Construction 
Executives of Public Sector Undertakings in which 41 delegates from 
25 Undertakings/Organisations participated. Action will be taken 
by the Bureau to arrange and conduct such courses and seminars 
on the subject in the futu~ also on a regular and systematic basis 
at important Centres' and at project sites for the benefit of the Con-
struction Engineers and Managers at all levels, and also render the 
necessary assistance for the implementation of this Technique in 
Public Sector Undertakings. 

The Public Sector Enterprises to their Administrative Ministries 
have also confirmed that they are adopting this technique for the 
planning, progres&ing and controlling of construction projects. 

~1\1:inistry of Finance, Bureau of Public Enterprises O.M. No. 
1(7)/DAP(R)/69, dated 18th March, 1971]. 

Recommendation (Serial No. 42) 

As partially decentra1ised system of mabltenance has been intro-
duced only recently and that too by only a few undertakings, its 
eftecti~ess can be judged after watching the performance of this 
system over a period of time. While this sY9tem of maintenance 
jobs could be undertaken on the sport without much lou of time, 
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it was likely to increase the existing strength of maintenance staff. 
Whatever be the new system of maintenance the Committee recom-
mended that unreasonable increase of staff strength on this ground 
fohould be positively resisted by the undertakings. 

The Committee emphasise that planned preventive maintenance 
in ilublic undertakings should be placed on a more scientific footing 
in the light of experience gained and after making sure that the 
system did not lead to duplication, over-lapping or over-staffing. 

(Paragraph 9.8) 

Reply of Government 

Government have noted this recommendation. Preventive main-
tence programmes have already been introduced in some enterprises. 
Government have appreciate the importance of preventive main-
tenance and have issued instructions to enterprises asking them to 
tntroduce proper preventive maintenance programmes wherever they 
are now absent. 

Government have also noted the views of the Committee on un-
reasonable increase of staff strength on this ground. The enterprises 
have been asked through the administrative Ministries to note the 
views of the Committee for guidance. A copy of the instructions 
issued to the Ministries is enclosed (Appendix XX). 

[Ministry of Finance, Bureau of Public Enterprises O.M. No. 
1 (7) /DAP (R) /69, dated 18th March, 1971]. 

Recommendation (Serial No. 43) 

The Committee recommended that public undertakings should 
Insist on and invariably obtain Maintenance Manuals from the sup-
pliers of plant and machinery asa matter of standard. commercial 
practiCe so that the time and labour involved in preparation of these 
Manuals by the undertakings was saved. 

(Paragraph 9.11) 

Reply of Government 

Government have noted this recommendation. A copy of the 
instructions. issued to the admililstrative Ministries is enclosed, 
(Appendix XXI). ..' 
[Ministry of Finance, Bureau of Public Enterprises, OiRce Memo-

randum No. L91 (7) /DAP/69, dated 16th January, 1971]. 
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Recommendation (Serial No. 44) 

The Committee are unhappy to note that the giant Pulic Under-
takings like Fertilizer Corporation of India Ltd. and Hindustan 
Steel Ltd. which now have already acquired a number of years 
standing in their respective fields should still be dependent on 
foreign experts to advise the local technicians on major over-
hauls and repairs of their plant and machinery. They regret to note 
that adequate attention has not been paid abini.tio for the develop-
ment of their own respective cadre of maintenance experts to 
handle major over-hauls, capital reparis etc. The Committee, 
therefore, recommended that the Government might consider the 
desire ability to draw up a scheme for development of a cadre of 
maiptenance experts in all the major undertakings so that India's 
dependence on foreign experts is reduced to the barest minimum 
and self-reliance is developed in the field of maintenance of plant 
and machinery 

(Paragraph 9.15) 

Reply of Government 

Government have ~oted this recommendation. It is noticed 
that a large number of enterprises like Heavy Electricals (India) 
Ltd., Bharat Heavy Electricals Ltd., Indian Oil Corporation Ltd., 
Hindustan Steel Ltd., Fertiliser Corporation of India Ltd.. Hindus-
tan Aeronautics Ltd., Bharat Earth Movers Ltd. have developed 
their own cadre of maintena~ce experts and by and large no foreign 
technicians are employed for maintenance of equipment. Main-
tenance Engineers and staff are given training in the plant, as well 
as by professional organisation in the country and in some cases 
in foreign countries where necessary. 

However a copy of the Committee's recommendation has also 
been endorsed to the Public Sector enterprises through the Mini-
stries for future guidance and compliance, a copy of which is 
enclosed for the information of the Committee. (Appendix XXII). 

[Ministry of Finance, Bureau of Public Enterprises, D.M. No. 1 (7) I 
DAP(R) i69, dated 2-5-]971]. 

Recommendation (Serial No. 45) 

From the foregoing detail", it is apparent that actual down time 
of various units of the Indian Oil Corporation Ltd., and Hindustan 
Steel Ltd. had been far more than the Limits envisaged in the 
Detailed Project Report or the norms laid down in this behalf. It 
is rather surprising that during 1967-68 Urea, Complex Fertilizer 
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and Methonal Plants at Trombay remaind doW\Il for a total period 
of 173 days, 232 days and 268 days respectively due to Breakdowns, 
Fuel limitation, Annual shut down, other reasons, etc. Similarly, 
steel melting shops of various steel plants of R.S.L. were down 
from 15 to 40 per cent of the time as against the average down time 
of 9.6 per cent of ~uch shops. As high down time of plant and 
machinery results in loss in production and ultimately affects the 
cost of production also, the Committee recommended that the 
undertakings concerned should examine the system of maintenance 
in force in their plants, identify the weaknesses and determine the 
corrective steps required to remedy this state of affairs without any 
loss of time. 

The Committee view it with great concern that despite the fact 
that steel, Fertilizer and Petroleum industries in public sector have 
had a number of years experience of the working of plants, the 
downtime had be2n excessive to such an extent. They recom-
mended that i,n future the Annual Reports of all the public Eector 
enterpri 'es contain a para indicating (i) the extent of downtime 
each year, (ii) the loss in production suffered on account of down-
time and (iii) steps which the enterprises intend to take to arrest 
the risipg trend in down time so that Government and Parliament 
remained in touch with E'~:md1Jrds of preventive maintenance in the 
plants in the public sector. The Committee are unable to accept 
plea that in an integrated plant like Steel, it is not p~ssible to 
quantify the loss in production on account of down time of plant 
and machinery and hope that RSL would be able to develop 
a system of which would enable them to quantify the loss in pro-
duction on account of shut downs in their plants. 

(Paragraph 9.25). 

Reply of Government 
Government have agreed with this recommendation. A copy of 

the instructions issued in this regard is encl~ed. (Appendix XXIII). 
IMinistry of Finance, Bureau of Public Enterprises, O.M. No. 1 (7) r 

DAP(R) 169, dated 2-5-197]]. 

Recommendation (Serial No. 46) 

The Committee recommended that all major public undertakings 
should carry out studies of plant layout of comparable enterprises 
in India and abroad. Such a comparative study can be useful 
exercise for the ma;nagements to acquaint themselves with new 
ideas on plant layouts for improving their own layouts to ensure 
free and quick flow of materials and facilitate better production 
in their plants. 

(Paragraph 9.29). 
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Reply of Government J "1'1 -Government have rioted this recommendation. A copy of the 
instruction issued to the administrative Ministries is enclosed. 
(Appendix XXIV). 

[Ministry of Finance, Bureau of Public Enterprises, Office Memo-
randum No.1 (7) IDAP (R) 169, dated 16-1-1971]. 

Recommendation (Serial No. 47) 

The Committee are surprised to note that some of the public 
lector undertakings, for example, the Hindustan Photo Films Mfg. 
Co., Hindustan Salt~ Ltd., Mining and Allied Machinery Corpora-
tion Ltd., Modern Bakeries (hdia) Ltd., National In~truments Ltd., 
Praga Tools Ltd., have not developed any cost control scheme so 
far. 

The Committee are of the view that in the absence of a satis-
factory cost control scheme it is unthinkable for the management 
of any enterplise tOo keep an eye on the trends of cost of production 
and to take timely remedial measures. They recommend that all 
the undertaking; should take early steps to instal effective cost 
co;ntrol schemes suited to their respective industria wIthin a 
speciiied period and furnish a report to Gover,nment. 

Reply of Governmellt 

The utmost need for the development of cost consciousness 
was impressed OIl the undertakings and they were required to make 
available relevant information to management to enable them to 
keep a continuous watch on costs vide O.M. No.2 (43) 166jF.I. dated 
5th September, 1966 (Appendix XXV). In O.M. No. 46.Adv.FI 
BPEi68IJ2, dated the 12th September, 1968 (Appendix XXVI), the 
enterprises were required to develop a proper system of cost 
accounting preferably an integrated system of cost-cum-fin::lncial 
accounting system !:o where there are major deviations are brought 
to the notice of the Board.· It is true that many enterprises have 
not developed standards or norms on the hasis of which actuals may 
be compared. The undertakings are more and more being per-
suaded to develop sound system of co~t accounting in their Ot'gani-
sations. Besides, during the study in depth of public enterprises 
the cost of production of major projects is gone into and commented 
upon. 
[Ministry of Finance, Bureau of Public Enterprises O.M. No. 1 (7) i 

DAP(R) 169, dated 13114-10-1970]. 



Recommendation (Serial No. 48) 

The Committee are unhappy to note that in the past, the studies 
made by the Bureau of Public Enterprises did not cover the im-
portant question as to whether the managements of public sector 
enterprises had made use of cost date for management decisiO\Ils 
and if so to what extent. 

Reply of Government 

The utmost need for the development of post consciousness was 
impressed on the undertakings and they were required to make 
available relevant information to management to enable them to 
keep a continuous watch on costs vide O.M. No.2 (43) 166IF.I. dated 
the 5th September, 1966 (Appendix XXV). :tn O.M. No. 46Adv:F I 
BPEI68112 dated the 12th September, 1968(Appendix XXVI), the 
enterprises were required to develop a proper system of cost ac-
counting preferably an integrated system of cost- cu.m-financial ac-
counting system so that cost data are made available to manage-
ment and cases' where there are major deviations are brought to 
the notice of the Board. It is true that many enterprises have not 
.• eloped standa1'ds or norms on the basis of which actuals may be 
compared. The undertakings are more and mOre being persuaded to 
develop sound system of cost accounting in their organisations. Be-
sides, during the study in depth of public enterprises the 'cost of 
production of major projects is gone into and commented upon. 

[Mini'stry of Finance, Bureau of Public Enterprises, D.D. No. 1 (7) I 
RAP (R)'I69, dated 13114.10-i970]. 

Recommendation (Secial No. 4,9) 

The Committee recommend that Government should make 
arrangements in consultation with the institute of cost and Works 
Accountants of India, Calcutta for harnessing and proper orientation 
of cost Accounts in India to equip them to man senior level 
positiOns. 

Reply of Government 

With a view to giving proper orientation to the cost accountants, 
training courses are organised by the Bureau of Public Enterprises 
in consultation with the Management Institutes and the programmes 
are brought to the notice of the enterprises well in advance for their 
participation. Some of the courses already organised to be con-
ducted during 1969-70 by the training institutions are on subjects 
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like profitability accounUnf. management information system, in-
vestment planning, economic forecasting, project management and 
evaluation, cost estimating and pricing, operation research, cost re-
duction, management controls, performance budgeting etc. The 
Institute of cost and works accountants of India also conduct cost 
-conferences and seminars on such subjects as inter-firm compari-
son budgeting. inventory control etc., in which representatives from 
public enterprises participate. 

[Ministry of Finance, Bureau of Public Enterprises D.O. No. 1 (77) 
DAP(R)J69 dated 13/14-10-1970]. 

Recommendation (Serial No. 51) Para 10.%5 

The Committee are unhappy to note that cost of production had 
increased in some cases (e.g. coke and ingot steel in the case of 
Hindustan Steel Ltd., Leco in the case of Neyveli Lignite Corpora-
tion Ltd. etc.) to more than 200 to 374 per cent of the cost estimates 
given in the DPRS HSL has, explained the reasons for this abnor-
mal rise in cost of production on the ground that "raw materials 
prices were indicated to the consultants 'On a very rough basis". and 
the cost estimates of bought out items were based on a very rough 
and provision rates with the result that such extt;a ordinary escala-
tion in cost of production became unavoidable. They recommend 
that all Public Sector undertakings should· make concerted efforts 
to bring down the cost of production to fair level by setting right 
the deficiencies, if any, in organisation and management and deve-
loping cost consciousness at various levels of management. Regard-
ing further projects, the Committee strongly urged that the DPR 
should be drawn up most carefully on a realistic and practical basis 
for assessment of cost estimates. The Committee feel that reduc-
tion in the cost of production would enable the public sector enter-
prises to offer their products at fairly competitive prices in the 
international markets. 

Reply of Government 

The observations of the Cominittee are noted. The need to bring 
about reduction in the cost of production has been impressed on the 
-enterprises. Instructions have been issued (Appendices· XXvII to 
XXIX) to the public enterprises in regar.dto the preparation of 
feasibility reports and detailed project estimate which require inter 
alia careful preparation of project estimates. so as to avoid later 
revisions. 
2097 LS.-4 
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The feasibility studies and the DPRs are also examined by the 
Bureau of Public Enterprises before the investment decisons are 
taken by Government. At the time of examination of the DPRs by 
and large the cost of production estimates are carefully gone into 
so as to assess the economic viability of the projects and there is 
some improvement in the quality of detailed project reports. The 
observations of the COPU are again being brought to the notice of 
the enterprises so as to impress on them the need for developing a 
sound cost a£counting system, reviewing cost of production figures 
from time to time and giving more realistic cost estimates in the 
DPR. 

[Ministry of Finance, Bureau of Public Enterprises D.O. No. 1 (7) I 
DAP (R) 169, dated 13114-10-1970.J 

Recommendation (Serial No. 52) 

The Committee are of the view that public sector enterprises 
should evolve some permissible limit for rejections so that when-
ever rejections go beyond that limit causes could be analysed and 
remedial measures taken. The apprehension voiced by the Heavy 
Engineering Corporation that laying down of a higher limit may 
allow the shop floor staff to reach that limit and laying down a lower 
one may present practical difficulties appears to be an unreal one. If 
the limit that is laid down is neither high nor low but a realistic one, 
the difficulty which the HEC have in mind will in probability not 
arise. Similarly, the difficulty referred to by the Hindustan Steel 
Ltd. that special steels and export orders require a higher percent-
age is a one which can be overcome by laying down a separate norm 
for such items. The Committee, therefore, recommend that all 
public sector undertakings should lay down norms for rejections foI" 
each items or category of items so that the management becomes 
aware of the increase of rejections well in time and advise remedial 
measures before it is too late. (Paragraph 10.31)' 

Reply of Government 

Government have noted this recommendation. A copy of the 
instructions issued to the administrative Ministries is enclosed. 

(Appendix XXX) 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1 (7) f 
DAP (R) /69 dated 16-1-1971.} 
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ReeommeJUlation (Serial No. 53) 

Considering the extent of consumption of materials in Hindustan 
Steel Ltd. and Fertilizer Corporation of India Ltd., the Committee 
feel that the existing arrangements for exercising control on con~ 
sumption of material are far from satisfactory. They are unhappy 
to note that consumption of coke in steel plants in India had been 
more that 900 KG per. tonne of Hot Metal as compared to 500 KG 
in Japan. The Committee hope that various technological improve-
ments effected duriag the Fourth Plan. Period will have a decisive 
effect on the present high coke rate. The Committee recommend 
that every Public Undertaking should fix norms for consumption 
of material for every unit or even every shift so that whenever the 
consumption of materials goes beyond that norm, the managements 
can come to know of it at once and take remedial measures. Need-
less to say that fixation of norms will have salutary effect not only 
in guarding against pilferage of matenals but also exercising stricter 
control on quantity consumption. (Paragraph 10.36) 

Reply of Government 

Government have noted this recommendation. A copy of the 
instructions issued to the administrative Ministries is enclosed. 

(Appendix XXX) 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No.1 (7) I 
DAP (R) /69 dated 16-1-1971.1 

Recommendation (Serial No. 55) 

The Committee are of the vi~ that top management of public 
sector enterprises must regard quality control as an overall manage",; 
ment function. They feel that the success of quality control depends 
to a large extent on the direct interest taken by the management. 

(Paragraph 11.15) 

Reply of Gevemmeat 

Government have noted this recommendation. A copy of th~ 
instructions issued to the administrative Ministries is enclosed. • 

(Appendix XXXII) 

[Ministry of Finance, Bureau of Public Enterprises, 0.114. No.1 (7){ 
. , DAP (R) /69 dated 16-1-1971.1 
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a.c.lIlmeadatioa (Serial No. 56) 

..,. 

The Committee recret to note that some of tlae Public Enterprises 
•. g. HeR.,. Engineering CorporRt,jon Ltd. and National Coal Deve-
lopment Corporation Ltd. do not organise in plant training in equa-
lity control for their staff. They are of the opinion that training in 
the field of quality control will &1"'. the nat! ia the quallty control 
organisation an understanding of the theory and practice of the 
quality control techniques and procedures. They recommend that 
all the undertakings should evolve in plant training in quality con-
trol. 

Reply of Government 

Government have noted this recommendation. A copy of the 
instructions issued to the adminiatrati'Y8 lfinf.stries is enclosed. 

(Appendix XXXIII) 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No.1 (7) / 

DAP (R) /69 dated 16-1-1971.] 

Recommendation (Serial No. 57) 

The Committee are surprised to note that some of the public 
sector enterprises e.g. Heavy Engineering Corporation Ltd. had not 
prepared any Manual on Quality 'Control for the guidance of th~ir 
staff. They are not sure whether they have any written instruct.ions 
even. The committee recommend that even undertakings which 
have issued detailed instructions on the, subject of quality control 
from time to time should codify the same in the form of a Manual 
80 that such instructions are available for study and reference at 
one place. Arrangements should also so made for in built mechanism 
for periodical revision and review of the quality control manuals. 

(Paragraph 11.17) 

Reply of Government 

Goy-eroment have noted this recommendation. A copy. of ins-
tr41ctio]U issued to the administrative ,Ministries is enclosed. 

(Appendix XXXIV) 

{Ministry of Finance, Bure,.u of Public !n~prises, O.M. Nci. 1 (7), 
DAP(R)/69 dated 16-1-1971.] 
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Recommeadation (Serial No. 58) 

- , . 

The Committee recommend that every publie undertakings 
shbuld tptroduce a IYsteDlatle proeedure 107 nlfriratioD. of con-
lIumers complaints and recOl"d1D.« ~ the action takea Oll each com-
plaint. Such a system would not only unable the undertakings to 
know the exact number of complaints received in a year but also 
serve as an Index of the success of the quality control measures 
adopted by en undertaking moW' the trend of the eonsumer reaction 
to various products. The Committee recommend that all manuf~c· 
turing units in the public sector should establish an adequate 
organisation and facUities for feed back o~ consumer reaction to 
their products by conducting field surveys through independent 
and experienced organisations like the Management Institutes in 
eMer to fmC! out reac1!ou I>f eormunert re~ tIIe!r products and 
to take necessary eorrectiye Iteps promptl,. anti adequately for 
rectifing defects, etc. , not only of the products sold but also of 
future production. 

(Paragraph 11.20) 

Reply of Government 

Many of the Public Enterprises have even at present arrange-
ments for Ciealing with the complafnt8 f:rrom theb eustomers. Apart 
from the instances cited by the Committee in para J 1. 18 of the 
Report, Heavy Electrical (India) Ltd. has also intimated that they 
got a procedure for registration of co~umers' complaints and initiat-
ing action on the same. 'No charge' orders are issued by th company 
for carrying out the rectification and supply of components at no 
coit to the customers. Korea ..... , feea bacl oa customers' r .. ction is 

btained through the company's Sales Engineers and Design Engine-
ers, who visit the customers at sit. The company has found the feed 
back adequate for their purpose- It will be appreciated that there 
cannot be absolute uniformity about the arrangements in the differ-
ent undertakings for dealing ~ith problema referred to. At the same 
time it will be desirable that all the Public Enterprises review their 
arr~gements in this area, keeping in view the observations of the 
Committee. Accordingly, the recommendation has been brought to 
the notice of Public Enterpris for action on these lines, requesting 
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them also to send a report on the action taken in this regard to the 
Bureau and administrative Ministry. A copy of the instructions 
jssued is enclosed for the in~or,¥ation of the Cornzpittee. 

" , , (APpe.ndiJ: XaV) . . 
{Ministry f Finance, Bl.lI'~u of; Publie Enterprises, O.M. No. 1 (7~ / 

DAP(R) ~69, dated 12-2-1971.] , 
Recomm~ndat'on (Serial NQ. 5.9) 

The Coll'l.mi~e are of the view that Industrial Engineering ttin"C-
tion$ like the Time and Motion StiUdiiS; Wotks' Measurement, Man-
power Planning Job Evaluation, application of PERT etc. are vital to 
every modem industrial -enterprise and as- theM :fu~tiQ~' help, in 
at'tainment of efficiency and economy. The 'Committee hope that all 
those major public sector enterprises that do not have an lndustrial 

I Enghleeting Dei1artrtient alr~ in their en~pris'B ~hould ~ansi~r 
the auvisaWity Of'1Setttng up 'Iuclha D&partment if not .alrea4y done. 

(Paragraph 12.7) 
Reply of Government 

\ 

Government have agreed with this recommendation. A copy of 
the instructions issued to all the Ministries is enclosed. 

(Appendix XXXVI) 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No.1 (7) / 
DAP (R) 169, dated 12-2-1971.]. 

Recommendation (Serial No. 60) 

The Comprlttee reeomme~ded that all the public undertakings 
wbo have set up Indus n"al Engineerin-g Departments or Cells .should 
periodically evaluate the work of these Departments lCells to see how 
far these have been instrumental in bringing about operational effi-
ciency and economy in cost of production. 

. (Paragraph 12.8) . 

Reply f Geve:qUl;leat 

Government have agreed with this recommendation. A copy of 
the instructions issued to all the Ministries is enclosed. 

(Appendix XXXVI). 

[Ministry of Finance, Bur au of Public Enterpr ises, O.M. No.1 (7) I 
DAP(R) 169, dated 12-2-1971.] 

Recommendation (Serial ~o, 61) 
The Commitee note that Industrial Engineering Pepartments 

sometimes face difficulties in selling their ideas and recommendations 
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to the production staff. While the Fertilizer Corpora.tion of India Ltd. 
had been able to· overcome such difficulties. by inter-departmental 
transfers, the Hindustan Steel Ltd. had ensured acceptability of re-
commendation by heading their Industrial Engineering Departments 
by a person of status equal to the status of the person who heads the 
Production Department. The Committee feel that Industrial Engi-
neering Departments should be headed by competent, well qualified 
and experienced persons preferably drawn from the Production De-
partments whose recommendations are expected to be more practical 
and are likely to inspire greater confiderice. (Paragraph 12.9) 

Reply of Government 

Government have agreed with this recommendation. A copy of 
the instructions issued to all the Ministries is enclosed. (Appendix 
XXXVIII) 
[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1 (7) 1 

DAP(R) 169, dated 12-2-1971.] 

Recommendation (Serial No.6%) 

The Committee note that undertaking in the public sector are 
becoming alive to their responsibility for the development of safety 
engineering and ensuring protection to the workmen against acd-
dents from hazardous operation. They recommend that the safety 
measures should be reviewed from time to time; sustained educational 
drive to make workers safety conscious should be formed and the 
Management should keep strict watch over incidence of accidents 
and initiate timely remedial measures. 

(Paragraph 12-12) 

Reply of Government 

Government have noted this recommendation. A copy of the 
instructions issued to the administrative Ministries is enclosed. 

(Appendix XXXIX) 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No.1 (7) I 
DAP(R) 169, dated 16-1-1971.] 

Recommendation (Serial No. 63) 
The Committee find that developed countries (e.g. U.S.A., U.K., 

Japan, Germany) spend about 3 per cent of their national income 
in research and development which indicate the importance that is 
attached to research and development. Research and Development 
is an activity which is vital to the growth of modern industries. Re-
search and Development Organisation enables enterprises to explore 
newer and better products and process. This is a continuing activity 
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and can b. carried on only if there is an organisation for it. The 
Committee have noted with reeret that even major undertakinis like 
Hindustan Machine Tools Ltd., Indian Oil Corporation Ltd., and the 
National Coal Development Corporation Ltd., etc., had not set up 
any research and development organisation in their enterprises so 
far. The Committee recommend that these undertakings should 
consider the desirability of establishing such cells but while doing 
so, it should be ensured that as far as possible, there was only one 
research and development organisation for one group of industries 
in the public sector to obviate duplication of research efforts and in-
crease in expenditure. 

Research and development organisation should work in close co-
ordination with the Council of Scientific and Industrial Research, 
other related laboratories and Research Organisation in the country 
and attend to basic aspects of import substitution and increased pro-
ductivity with particular reference to cost reduction. Research 
create a new basis for technology. It should be oriented to develop 
self reliance in a technology and foster a spirit of competition with 
the leading industrial countries of the world in the development of 
sound technological base for rapid industrial development. 

(Paragraph 13.11) 

Reply of Government 

Government have noted this recommendation. Some enterprises 
have already Central Design and Development organisation; for 
instance, Hindustan Steel Ltd., Fertiliser Corporation of India Ltd., 
Fertiliser and Chemicals Travancore Ltd. etc., where applied research 
in a limited way has been initiated. The Bureau of Public Enter-
prises attaches great importance to the provision of research and 
development facilities in the industrial enterprises, and where scienti-
fic cells already exist, to its growth into an Research and Develop-
ment organisation. In order to foster the growth of research and 
direct scientific application to particular needs of the enterprises, the 
Bureau of Public Enterprises, in consultation with CSIR, have ad-
vised the heads of Public Sector Enterprises and those of Central Re-
search Institutes and National Laboratories to establish mutual 
contacts, not only at the top level but also at the middle and operating 
levels, for their day-to-day requirements. Since the special needs of 
research and development vary from enterprisell to enterprise it 
would be more effective if enterprises establish contacts direct with 
the R&D establishments. In terms of Committee on PubIc Under-
takings observations the Ministries are now being advise to bring to 
the notice of the enterprises basic aspects of import substitution and 
increased productivity with reference to cost reduction by way of 
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research in technoloiY and process for their product nIix. A copy of 
Governments orders is enclosed. (Appendix XL). 
[Ministry of Finance, 13ureau of Public Enterprises O.M. No.1 (7)/ 

DAP(R) 169, dated 20-1-1971.] 

KecommendatioD (Serial No. 64) 

The Committee note that major public undertakinis e.g. the 
Heavy Electricals (India), the Heavy Engineering Corporation Ltd., 
Hindustan Steel Ltd., etc. are keeping themselves abreast of the latest 
technological developments in leading industrial countries like the 
U.S.A., Russia, Japan etc. and are also taking steps to adopt improved 
techniques and processes in the achievement of accelerated produc-
tion in steel and other important industries. 

Reply of Government 

Government have noted this observation. 

(Paragraph 13.17) 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1 (7) I 
DAP (R) 169, dated 2-3-1971.] 

Recommendation (Serial No. 65) 

The Committee also recommend that public undertakings should' 
take full advantage of foreign collaboration to learn intricacies of 
design and trends of design so that research could be intensified in 
promising and relevant fields having bearing on production. There 
is also need to intensify research where rejections are on the high 
side, e.g. wheels in Durgapur Steel Plant so that remedial measures 
are developed after intensive study. 

(Paragraph ] 3.18) 
,_~I 

Reply of Government 

Government have noted this recommendation. A copy of the 
instructions issued to the administrative Ministries is enclosed. 
(Appendix XLI). 

[Ministry of Finance, Bureau of Public Enterprises O.M. No. 1 (7) / 
DAF (R) /69, dated 20-1-1971.] 

Itec __ "tle. (Serial N •. 61) 

The Committee !lete that most of the Undertakings have raised' 
their own training Centres and are also taking full advantage of 
the training facilities available at the mana,ement institutes. 
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.Barring Fertilizer and Steel, other undertakings do not have adequate 
and improved training arrangement in Production Management ~o 
suit different levels of their employees. The Committee are con-
vinl!ed that training for Management to suit different levels of their 
employees. The Committee are convinced that training for Manage-
ment Development and Production Management is vital to the per-
:sonnei of any productive Undertaking. 

They recommend that:-

(i) All training institutes run by public undertakings should 
evolve their own modern well equipped training program-
me suiting these speCialised requirements; and 

(ii) All undertakings engaged in production should take ad-
vantage of the course of the Managements Institutes par-
ticularly for the &ellior level of their personnel provided 
the cost courses conducted by them suit the needs of their 
respective industries. The Committee are of the view that 
there is need for institutional training to the employees 
to equip them for higher posts. 

(Paragraph 14.5) 

Reply of Government 

Government have accepted the importance of continuous training 
:at the induction stage, followed. by referesher courses, of managers 
of Public Enterprir.es at various levels. In the context of the recom-
mendations of the Administrative Reforms Commission in their 
Report on "Public Sector Undertakings", it has been decided that 
Public Enterprises need not assume responsibility for basic training 
in general management and training in professions, the idea being 
that the existing training institutions should be utilised for impart-
ing this type of training. Government also accepted the following 
.recommendation of the A.R.C. :-

"The Bureau in cooperation with the public undertakings and 
the Ministries t::oncerned, should-

(a) review the existing training facilities and programmes 
to avoid duplication of efforts; 

(b) identify areas where the training facilities need to be 
extended or increased; and 



49 

(c) evaluate the suitability of training programmes to the 
requirements of the public sector." 

At present. apart from fertilizer and steel. some of the bigger 
enterprises like Heavy Engineering Corporation (Central Training 
Institute), Indian Oil Corporation (Staff College), Hindustan Aero-
nautics Ltd., etc., have also well-developed training institutions to 
impart in-company training. In accordance with the Government's 
-decisions on the A.R.Co's recommendations, referred to above, Bureau 
has been coordinating the management training efforts of Public 
Enterprises. Bureau is represented on the Boards of Managements 
of the premier management training institutions like Indian Institute 
of Management Calcutta; Indian Institute of Management, Ahmeda-
bad; Admiistrative Staff College of India, etc. At the instance of 
the Bureau, selected Public Enterprises are condUcting surveys of 
their managerial training needs, in order to draw up a five year 
programme of training and management development. Bureau al&'O 
takes initiative, from time to time, they have special programmes of 
training run by some of the training institutions in general manage-
ment and functional areas like Production Management, etc. Bureau 
has Financial Management, Personnel Management, etc. Bureau has 
also set up a special Advisory Committee on Management Training, 
which includes as Members, Director, Indian Institute of Manage-
ment, Ahmedabad; Director, Indian Institute of Management, Cal-
cutta; Director, National Institute for Training in Industrial Engineer-
ing; Principal, Administrative Staff College of India; Head of the 
Department of BUSiness and Industrial Administration Delhi Univer-
Sity, as also Chairman, State Trading Corporation, and Chairman, 
HindU5t&n Steel Ltd., to advise the Bureau on the various aspects 
of managerial training for the public sector. Government, and at 
Government's instance, Public Enterprises have thus' begun to bestow 
adequate attention to the needs of management training and develop-
ment in these undertakings, action with regard to which is, however, 
undoubtedly of a continuous nature. 
[Ministry of Finance, Bureau of Public Enterprises, a.M. No.1 (7) I 

DAP (R) /69, dated 2nd March, 1971.] 

Recommendation (Serial No. 87) 

The Committee are of the view that training in multi-trades and 
job combination would be helpful in the development of multi-
trade workmen in public sector enterprises and checking of over-
staffing. They are happy to note that some of the major under-
takings (e.g. H.E.I.L., H.S.L., N.C.D.C.) sharing the same view have 
started job combinations in their respective units. The Committee 
recommend that every undertakings should ex?lore the lKlssible 
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trades m which job-combination could be attempted. haitial hesita-
tion of the trade unions to accept these measures could be overcome 
by explaining to them the adnntages of the system. 

(Paraeraph 14.8) 

Reply of o.Yernmeat 

This recommendation ha&' been noted by Government. A copy of 
the instructions issued to the administrative Ministries is enclosed. 

(Appendix XLII) 

[Ministry of Finance, Bureau of Public Enterprises, Office Memoran-
dum No. 1 (7) jDAP (R) /69 dated 20-1-1971.1 

Recommendation (Serial No. 86) 

The Committee are of the view that Seminars/Conferences on 
Production Management could provide a good forum to Production 
Managers and Production Engineers to meet and discus&, their com-
mon problems and to exchange their experiences with a view to 
envolve improve techniques of operational efficiency. Too many 
Seminars/Conferences may, however, lead to fruitless discussion of 
theoretical aspect of production problems rather than face to face 
discussion to hammer out to practical approach. The Committee, 
therefore, recommend that public sector undertakings should intro-
duce the system of "Workshop Discussion" at the level of the under-
takings as well as the group of industries so that concrete results 
emerge out of such discussions. If felt necessary undertakings may 
ever arrange visitor to more profitable enterprises so as to stimulate 
"action by example". (Paragraph 14.10). 

Reply of Government 

Government have noted this recommendation. A copy of the 
in!;tructions issued to the administrative Ministries is enclosed. 

(Appendix XLIII). 

[Ministry of Finance, Bureau of Public Enterprises, Office Memoran-
dum No.1 (7) /DAP(R) /69, dated 20th January, 1971]. 



CHAPTER III 

RECOMMENDATIONS WHICH THE COMMITI'EE DO NOT 
DESIRE TO PURSUE IN VIEW OF THE GOVERNMENT'S REPLY 

Recommendation (Serial No.5) 

A prerequisite for planning of production is the availability of 
precise information about the products in demand. The Committee 
recommend that public undertakings should review their existing 
arrangements for market research and assessment so that produc-
tion can be planned according to demand and expansion of produc-
tion or diversification can be undertaken in time. Strictly speaking 
thc production management is concerned with arrangement of 
production in establishment projects. An ill-conceived project with 
production capacities installed on the basis of unrealistic projections 
of demand, is bound to render the task of planning of production 
difficult. The Heavy Engineering Corporation Ltd., and the Mining 
& Allied Machinery Corporation Ltd., are the two examples of such 
faulty planning ab initio. 

The Committee recommend that there should be industry-wise 
(e.g. fertilizer, steel, etc.) Top Planning Cell in each Ministry con-
sisting of Executives of both the public and private sector industry 
for the planning and control of production and to en!:ure that what-
ever targets were set up in the Five Year Plan were achieved and 
to evaluate the functioning of the production machinery to achieve 
these targets. 

The Committee are surprise by the statement of the NSDC that 
planning and control in their enterprises did not follow any specific 
technique. 

Reply of Government 

Government are aware that in some projects inadequate atten-
tion at the planning stage has led to over-estimation of demands, 
prolongation of the period of construction, increase in capital costs, 
etc. In order to remedy these deficiences, the attention of all con-
cerned was drawn in 1967 to the requirement that a Feasibility 
Study should be made for all projects on the lines indicated in the 
Manual specially prepared for this purpose by the Planning Com-
mission. This Manual requires that the Feasibility Study should 
incorporate in~ation on various aspects relevant for the assess-
ment of the viability of the project, suth as pattern of demand, 

Sl 
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competitive position, optimum product-mix, etc. In a letter addres-
sed in November, 1970, to the Ministers concerned with the 
economic administration, Finance Minister had again reiterated the 
need for drawing up comprehensive Feasibility Study Reports I 
Detailed Project Reports, to facilitate investment decisions being 
taken on a sound basis. In this context, the attention of the con-
cerned Ministries was drawn inter alia to the fact that demand 
assessment in respect of the projects proposed by them for approval 
are not always based on a systematic market survey, and hence the 
capacity proposed in the new investment proposals was higher 
than what is necessary, which will result in unutilise capacity. 
Thus, efforts are also constantly being made to improve the planning 
of projects in so far as proper demand projection is concerned. 

As regards arrangements in Public Enterprises for market re-
search and assessment for planning of production including expan-
sion or diversification, it may be mentioned that Government have 
already urged these undertakings to strengthen and improve the 
marketing arrangement~ where these have already been establish-
ed, and to set up, as speedily as possible, such arrangements where 
only a be&!nning has been made. The Sales organisation com-
mended in this context was to embrace a market research unit also 
which should make a systematic study of the demand pattern for 
the products. The enterprises were also advised to make full uoe of 
the training facilities provided by the Institute of Management, 
etc., in the field of marketing. Some of the Public Enterprises like 
Heavy Electrjcals (India) Ltd., have entrusted the market research 
function to their commercial departments. In Heavy Electricals 
(India) Ltd., the commercial section in each product division assess 
the change in the pattern of customer requh:ements; demand for 
new products coming within the capabilities of the company is also 
assessed by them. Diversification programmes are thus under-
taken accordingly in time. Some enterprises like Hindustan Photo 
Films Manufacturing Co. Ltd. engage outside conSUltancy organisa-
tions for conducting market survey. 

With regard to the recommendation for the industry-wise Top 
Planning Cell, some of the Ministries I Departments do have even 
at present Advisory CommitteeslDevelopment Councils, etc., with 
functions referred to by the Committee. Thus, for correct assess-
ment of demand for petroleum products, there is an Oil Advisory 
Committee which lays down annual targets of production for each 
of the petroleum products for the country as ::\ whole. Chief Exe-
cutives of private oil companies are al90 members of this Commit-
tee. Similarly, under Section 6 of the Industries (D&R) Act, 1951, 
Government have powers for the establishment of Development 
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Councils for only scheduled industry or group of scheduled indust-
ries. Both public and private sectors are represented in the Council. 
The functions which may be assigned to the Council are listed in 
the second Schedule of the Act, one of the functions being recom-
mending targets for production and co-ordinating production 
programmes. In the field of chemicals, the following councils are 
functioning: -

(i) Development Council for Inorganic Chemicali, which 
will take care of fertilizer, caustic soda, soda ash, sul-
phuric acid, etc. industries: 

(ii) Development Council for Organic Chemicals, which 
will take care of pesticides, alcohol, petrochemicals, etc. 
industries; and 

(iii) Development Council for drugs and pharmaceuticals. As 
regards mining also, there are Advisory I Development 
Councils for every major sector, and these Advisory 
Councils can effectively discuss the problems which 
impede the progress of the industry in detail and suggest 
remedial measures. In the Defence sector, the Public 
Enterprises function in specialised fields like aeronautics, 
ship building, electronics, etc., mainly to meet the 
defence requirements where there is no significant 
private sector industry. However, even in the Defence 
Ministry a nucleus for the Top Planning Cell is already 
available. Then there are also industries like Hindustan 
Cables Ltd., which manufacture mainly for other Gov-
ernment departments, where there will not be any need' 
for a formal Planning Cell, as envisaged by the Commit-
tee, although in suh cases consultations invariably take 
place between the consuming departments and the pro-
ducting undertakings to facilitate proper production 
programming, keeping in view the actual requirements. 

[Ministry of Finance, Bureau of Public Enterprises, Office Memo-
randum No. 1 (7) /DAP (R) /69 dated 22-3-1971]. 

ReeommeDdation (Serial No. 22) 
The Committee are perturbed to know that Barauni Refinery of 

the Indian Oil Corporation Ltd. had been working far below its de-
signed capacity. The reasons for this are itated to be inadequate· 
supply of crude from the Assam Oil Fields and the limited capacity 
of the Oil India's pipeline. From the note furnished after the-
evidence, the Committee find that during April to November, 196"9, 
as against the planned transportation of 1,67,000 tannes, actual 
tran~portation was only 98,000 tonnes. This was mainly due to the-
fact that the offtake of the two refineries did not materialise-
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;lccordin~ to schedule. The Committee recommend that GeverB-
ment should ghre their serious attention to this problem alld ex-
plore an abiding solution on a long term basis. But as this may 
take some time the Committee would suggest that in the meantime 
efforts should be made to improve the programming of transporta-
tion so that even with the present capacity of the said pipeline it 
may be possible to transport more oil in a planned manner and 
according to such schedule of offtake as may be agreed upon by 
mutual consultations between the Oil India and Indian Oil 
Corporation. 

(Paragraph 6.35). 
Reply of Government 

The observations of the Committee have been noted. It is 
however, clarified that during the period under review (April to 
November, 1969) the crude oil receipt at Barauni Refinery was 
13.66 lakh tonnes and during the full year 1969-70 it was operated 
at 105 per cent of the designed capacity of 2 million tonnes and 
has refined about 20.9 lakh tonnes. The Gauhati Refinery has pro-
cessed .76 million tonnes in the year and it has also exceeded the 
installed capacity of .75 million tonnes per annum. 

However, out of the total supply of 13.66 lakh tonnes of crude 
oil for the 8 months (April to November, 1969) for the Barauni 
Refinery the share of the oil supply from O.N.G.C. Feild should have 
been 1.67 lakh tonnes. But the actual transportation was 98,000 
tonnes, as it has been mentioned that O.N.G.C. crude was a high 
wax crude and posed problems in transportation through pipeline 
during winter. As a result, in Oil India pipeline, the transported 
O.N.G.C. crude is less than 10 per cent. The shortfall in supply of 
oil was made up by increased share of supply from Oil India Ltd. 

It may be seen that both the refineries and the capacity of the 
pipeline were fully utilised during the period April to November, 
1969 under review, and in the full year 1969-70. The problems 
which used to restrict the crude receipts!throughputs at Barauni 
Refinery in the past have since been overcome by various opera-
tional improvements. The refineries break-up of supplies I off take of 
crude oil, considering the total supplies fixed by the Ministry for 
the year, are decided by mutual consultations between the repre-
sentatives of the I.O.C. and Oil India Ltd. 

Finally, it is emphasised that both the pipelines and the re-
finerie.. are working to the full capacity and the rea8Ol1 for O.N.G.C. 
not attaining its target of supply is not due to the under--utilisation 
of the capacity. 
tMinistry of Finance, Bureau of Public Enterpriaes, Office Memo-

randum No. 1 ('7) IDAP(R) /69 dated 20~1971.] 
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Recommendation (Serial No. 30) 

The Committee are surpris~d.at the way the proposal, for manu-
iacture of tractors in' the public 'sector was' han.dledby Govern-
primarily appea'!s to be due to indecisIon of the Goverrim~nt coup!-
ment at various'stages resulting in 'a'A inordinate delay. ' The'delay 
ed with lack of a fe~ling of urgency. The Committee agree that 
proposals to undertake new lines of manufacture as part cif diversi-
fication programme need careful examination of all the relevant 
factors, but they feel that such avoidable dlHays should be avoid-
able in future. ',"':' : ' (Paragraph 7.41). 

Reply of Go,veriun~t,'" 

The delay in the finalisation of GovernmeIlts decision on the 
manufacture of tractors took place for the following reasons:-

Originally, the establishment of I:). pl1blic sector project for 
the manufacture of 20-hp tractors was first considered in 1963. The 
Ministry of Agriculture favoured the 'Zetor' tractor as a very 
suitable model. Negotiations for securing credit from Czechoslo-
kia were taken up and an agreement with Mis. Motkov was signed 
in August, 1965 for DPR. In the meantime, the Production Com-
mittee of Secretaries expressed the view that the m~nufacture of 
20-hp tractor was feasible by utilising the spare capacity available 
in the engineering industry. In pursuance of a decision by Cabinet 
Committee on Industries an inter-departmental committee was 
set up to examine this. According to the Committee, in 1967, the 
<iesign of the tractor suitable for Indian conditions could be develop-
ed by the M.A.M.C., I?urgapur with the assistance of the CMERT. 
Durgapur. The prototypes named 'Swaraj' w!'!re thus manufactured 
by M.A.M.C: arid sent for trials in July, 1968. In August, 1968, HMT 
also proposed to utilise their spare capacity in Pinjore for manu-
facturing tractors. The NIDC was commissioned in December, 196& 
to prepare a Project Report for such a joint venture by HMT and 
M.A.M.C. The report of the NIDC recommended in 1969 that the 
Zetor-2011 (20-hp) tractors would be taken up for manufacture first, 
and that production could be switched over to Swaraj-20 tractors 
after the prototypes have been thoroughly tested and final proto-
types evolved and approved for commercial production. They also 
recommended that the plant would be located in Pinjore, and that 
lVLA.M.C. would be the principal sub-contractor. The tests revealed 
that the prototype of Swaraj needed rectification in the transmission 
and steering and th~t it would .not be s4itable when .co~peting with 
tractors manufactured with foreign collaboration. Zetor design was 
already available and it was versatile in inter-chnge of parts 
between 20, 35 and 50-hp models. It was also decided by Govern-

{ , 
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ment that Zetor tractor may be manufactured by HMT at Pinjore-
but several items could be sub-contracted to M.A.M.C. 

Accordingly, HMT submitted an application for grant of indust-
rial licence and the letter of intent was issued on 25-7-1970. Their 
collaboration agreement was also approved and final draft taken 
on record on 20-3-1971. Thus, HMT are now taking action to imple-
ment the project. 

Thus, it would be seen that detailed expert examination had to 
be undertaken and a number of major considerations had to be 
weighed such as the choice of the tractor model, specification, con-
sumer acceptance, development of indigenous design and indigenous 
capabilities, performance of prototype, ability to compete with 
other models, etc., etc. 

The Punjab State Industrial Development Corporation, Ch~ndi
garh (now Punjab Tractors J..td.) have also submitted a proposal 
for manufacture of Swaraj-20 tractors and they have been issued a 
letter of intent. 

The above background explains the reasons for the delay in 
Government's decision on the manufacture of tractors. Govern-
ment have noted the views of the Committee for future gUidance . 
.'\n extrAct of the Committee's recommendation has been forwarded 
to all the Ministries for guidance and future compliance. (copy 
enclosed) . 
[Ministry of Finance, Bureau of Public Enterprises a.M. No. 1 (7) 

DAP (R) 169, dated 21-4-1971]. 
Recommendation (Serial No. 50) Para 10.24 

The Committee feel that comparison of the actual cost of produc-
tion with the cost estimates stipulated in the Detailed Project 
Report is a useful exercise and cannot be ruled out altogether sim-
ply because some of the assumptions made in the DPR has under-
gone a change or some factors were lost sight of at the time of 
drawing the DPR. 

Reply of Government 
The Committee has commended a comparison of actual costs of 

production with the cost estimates stipulated in the DPR. It may 
be proper to compare the actual cost of production with the cost of 
productin given in the budget estimates. No useful purpose may 
result in comparing the actual cost of production with the DPR 
estimates, as \ over a period of time the accuracy of the estimates 
given in the DPR is lost as a result of general rise in price level; 
increase in project cost estimates etc. 
[Ministry of Finance, Bureau of Public Enterprises D.O. No. 1 (7) I 

DAP (R) /69 dated 13/14-10-1970]. 
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Recommendation (Serial No. 54) 

The Committee are unhappy to note that in the case of as may 
as thirteen public undertakings, the level of inventories has escala-
ted substantially in the year 1967-68 as compared to the previous 
year. In this connection the Committee wish to draw the attention 
of these public undertakings to the recommendations made by them 
in Chapter II of their 40th Report (Third Lok Sabha) on Materials 
Management aimed at scientific control of inventories. The costs 
usually constitute about 213rd of the total cost of production in an 
undertaking, economy in materials cost was a vital factor for the 
profit earning capacity of an undertaking. The Committee had re-
commended that public undertakings should strive to bring down 
the level of inventories to 6 months production by making increas-
ing use of modern methods of inventory control like classification 
and modification variety reduction, A.B.C. Analysis, etc. It appears 
that not much heed has as yet been paid by Government or the 
Undertakings to make u~e of modern tools of inventory control. 
The Committee recommend that public undertakings must take 
positive steps in this regard and bring down their inventories to an 
economic level within a fixed period. Government may evaluate 
the work done during that period and frunish a report to the Com-
mittee on the progress achieved. 

(Paragraph 10.40). 
Reply of Govenunent 

Apart from issuing specific directives on Inventory Control and 
Materials Management to the public sector enterprises along the 
lines recommend in the 40th Report of the Committee on Public 
Undertakings (3rd Lok Sabha), the Government have, through high 
level expert committee, studied in detail the inventory control and 
material management aspects of 11 major enterprises between 1968 
and 1970 and have in hand the study of 6 more in 1970-71. As a 
result of the directives and consequent follow-up action it is 
observed that inventory control has been steadily improving as the 
level measured in terms of numbers of months of production, which 
had gone up from 6.6 months on 31-3-1967 to 7.6 months on 31-3-
1968 come down to 7.0 months on 31-3-1969 and further down to 6.7 
months on 31-3-1970, inspite of steadily increasing production in 
1968-69, 1969-70 and 1970-71 (half year). The progress is under 
continual review. 

A detailed set'" of guidelines on developing and maintaining 
Materials Management Organisation and System in Public Sector 
Enterprises has been prepared by the Bureau of Public Enterprises 
and has been printed for issue to all enterprises. 
[Ministry of Finance, Bureau of Public Enterprises, Office Memo-

randum No. 1(7) IDAP(R) 169, dated 7-1-1970]. 
---------

"'One Co,,::! of the set has been placed in ParliaTTlent Ubrary. 



CHAPTER IV 

RECOMMENDATIONS IN' RkSPECT OF WHICH REPLIES OF 
# GOV~ltNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

.. , Recommendation (Serial No.8) 

The Bureau of . Public Enterprises was set up in April, 1965 in 
the Ministry of Finance itl pursuance of the recommendation con-
tained in the 5'2nd Report of the Estimates Committee. The Com-
mittee find that functions of 'the Bureau have been considerably 
enlarged following the recommendations made by the Administra-
tive Reforms Com.nUssion in their Report on Public Sector Under-
takings (October, 1967). In their note furnished after the evidence 
the Bureau have stated that they have 5 constituent DiviSions in the 
Bureau, namely,' (1) Production (2) Construction (3) Finance (4) 
General M8\l1agement and (5) Information & Research. The, Com-
mittee feel that with the enlargement of the functions of the 
Bureau, there is need for de-centralisation lest the Bureau should 
grow into a monolithic and top heavy administration. The Bureau 
may consider whether it will not be better for it to function in 
small working groups being responsible for one type of industry. 

(Paragraph 3.37) 

Reply of Government 

The observations made by the Committee in the latte half; viz. , 
that there should not be too much centralisation of powers and func-
tions in the Bureau as it will not be conducive to efficiency and 
hence will not be in the best interests of the public sector are 
accepted. With reference to the suggestion that Bureau may con-
sider whether it will not be better for it to function in small work-
ing groups being responsible for one type of industry, it may be 
mentioned that such ap. arrangement in any agency like Bureau of 
Public Enterprises, which has to deal with over 90 Public Enter-
prises ranging from the manufacture of heavy electrical equip-
ments, heavy machine tools, organic chemicals, drugs and surgical 
instruments, photo films and teleprinters to oil refining, mining of 
lignite, iron are, copper and diamonds as well as servicing organisa-
tions in aviation, shipping, trading etc., will call for employment 
of a considerable number of specialists in the Bureau itself. In 



S9 

different groups of Public Enterprises, this may not, however, be 
either feasible or practicable. In any case, apart from the fact that 
even in the Production Division of th~. Bureau a cer~ degree of 
specialisation of an industry-wise basis, is being achieved by having 
competent persons in engineering, me~llurgy, mining, etc., the 
approach of the Bureau for dealing with the problems of enterprises 
has been mainly inter-disciplinary in nature in an essentially decen-
tralised set up where the divisions of tJ1e ~ureau are headed by full 
time Advisers /Directors, under the overall charge of a full-fledged 
Additional Secretary in the Department: of Expenditure who is also 
the Director General. In other works, even for going into the 
problems of a particular enterprise,. the . two or three concerned 
Divisions of the Bureau are normally invoived to ensure that all 
the aspects of the working managerial, .financial, production, etc.-
receive due attention. Considering thataif "t;vpes of expertise-in 
diverse technological and managerial fields-cannot possibly be 
located in the Bureau, action has also been .~ken to draw up a 
panel of consultants after careful assessment and scrutiny. with a 
view to making available their service? to the l31-ueau administra-
tive Ministries/Public Enterprises for tacWi~g "specific" problems 
in the various fields. 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 1 (7) / 
DAP(R) 169, dated 18-4-1971]. 

COMMENTS OF THE' COMMITTEE 

Please see paras 1-5 of Chapter I of the Report. 
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Recommendation (Serial No. 25) 

The Committee are of the view that assessment of loss in value 
of production on account of under-utilisation of capacities in various 
public undertakings even if notional, would have given an idea of the 
extent of loss which could have been averted if the Undertakings 
had been able to operate their plants, at full capacity under optimum 
conditions and assured demand. If the notional loss in the case of 
undertakings under the control of one Ministry, namely, the Ministry 
of Petroleum and Chemicals, Mines and Metals could be Rs. 24 crores 
and that too in one year (1968-69) such loss would surely be much 
larger if the notional loss in respect of undertakings under the con-
trol of other Ministries has also been assessed. The assessment made 
by one Ministry is enough to reveal the gravity of the problem of 
gross under-utilisation of capacity in various public undertakings 
and point to the need of evolving some redical measures. Present 
sporadic attempts being made by each Ministry to deal with this pro-
blem without any degree of co-ordination cannot be expected to make 
any significant contribution to solve this vexing problem. The Com-
mittee therefore, strongly feel and suggest that a high level Expert 
Committee be appointed by Government to make a thorough and 
systematic assessment of under':utilisation of capacities to direct the 
causes of under-utilisation in each case and suggest remedial mea-
sures, both long term and short term, to minimise the incidence of 
under-utilisation in various Public Undertakings. 

(Paragraph 6.46) 

Reply of Government 

Government have noted this recommendation. Government agree 
with the view express~d that there is at present under-utilisation of 
capacity in a marked way in the steel plants, heavy equipment manu-
facturing plants in the mining industry and in some of the fertilizer 
plants, the extent of under-utilisation in each being as follows:-

Steel Plants. • . . uptt 40%' 
Heavy equipment manufacturing 

plants. upto 30% . 

Mining industry 

Fertiliser 

upto 20% 
upto 20% 

(in the captive foundry 
forge plant the under-
utilisation is as high 
as about 50%) 

The Government have taken a number of steps to accelerate the 
rate of production build-up to reach levels that would make optimum 
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utilisation of capacity. In the case of steel plants efficiency and pro • 
. ductivity are being increased by improvement the organisation and 
management of maintenance, improvements in supplies and quality 
of raw-materials including refractories, improved productivity by 
operator motivation etc. Diversification of production and increasing 
experts have also been taken up in the case of industries with under-
utilised capacity and simultaneously managerial improvements such 
as strengthening industrial engineering, design and development ac-
tivities, laying down of standards of performance of workers and 
of machinery and plant, production, planning and control, evolving 
suitable cost systems for cost control and for generating cost consci-
,ousness etc. have been initiated under directions of the administra-
tive Ministry with guidance from the Bureau of Public Enterprises. 

The performance of the enterprises is constantly reviewed at the 
beginning of the year, again the middle of the year by the Board of 
Directors and Government with a view to fix realistic targets, achieve 
maximum production and resolve major problems inhibiting full uti-
lisation of capacity. The Bureau of Public Enterprises also watches 
the performance of the enterprises by regular returns received perio-
dically from the units as well as by special visits of officers. Periodic 
performance reviews of selected major enterprises, particularly from 
profitability and productivity angles are also carried out at the higest 
level in the Finance Ministry and administrative Ministries with the 
top management of the enterprises. In this way every effort is made 
to watch the performance of the Public Sector enterprises and remedy 
the defects wherever possible. In the circumstance, Government feel 
that no usefui purpose will be served by appointing a high level 
expert committee at the present moment to make an assessment of 
under-utilisation of capacity and suggest remedial measures. If neces-
sary this can be done after the results of all the steps taken fructify. 
,[Ministry of Finance, Bureau of Public Enterprises, Office Memo-

randum No.1 (7)DAP (R) 169, dated 5-2-1971]. 

Comments of the Commitfee 

Please see Paras 6-7 of Chapter I of the Report. . . .. ~ 
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CHAPTER V 
'I, 

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

. ,',' 
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NEW DELHI; 

SeptembeT 16. 1971 
Bha-ctra 25, UI93 (SakB) 

NIL 

, I 

M. B. RANA~ 

Chairman, 
Committee on Public UndeTtakings 
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APPENDIX I 
No.l(7)/DAP(R)169 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRoDUCTION 01V1SION) 

New Delhi, the 29th January, 1971.. 
OFFICE MEMORANDUM 

SUBJEcT:-67th Report of the Committee on Public Undertakings 
(IV Lok Sabha) on Production Management-Recom-
me~dation No. I, para 2.21. 

The undersigned is directed to enclose extracts of Recommenda-
tion No.1, para 2.21 from the 67th Report of the Committee on Public 
Un<;iertakings (IV Lok Sabha) on Produtcion Management and to say 
that Government agree with this Recommendation. In this connec-
tion attention is invited to the Bureau of Public Enterprises O.M. 
No. US(BPE) l68-PC&IE dated 28th March, 1969. 

A copy of the reply sent on behalf of Government in respect of 
this Recommendation is also enclosed. In view of the importance 
of evolving a system of perfect co-ordination at the plant level and 
with a v.i~w to formulate a profit centre of responsibility, it is nece!l-
sary that all ,Public Sector enterprises should carry out a review of 
their respective organ~tional set up on a continuous basis and plug 
the loop holes that may appear from time to time in the existing 
machinery for co-ordination. The Ministry of Industrial Develop-
ment, etc., are, ·therefore, requested to issue suitable instructions to 
the enterprises under their administrative control in this regard and 
also ensure that their own system of co-ordination at Ministry level 
is also constantly reviewed and improvements and changes made 
wherever necessary. A copy of the instructions issued to the enter-
prises in this regard may be endorsed to the Bureau of Public Enter-
prises and the enterprises directed to advise the administrative 
Ministry and the Bureau of Public Enterprises of the action in imple-
mentation this recommendation and Govt.'s decision. 

To 

(S. JAGANNARAYANAN) 
Under Secy. to the Government of India. 

All Ministries IDepartments of Government of India. 
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APPENDIX II 

No. 1(7) /DAP(R)169 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

BUREAU OF PUBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

New Delhi, the 29th January, 1971. 
OFFICE MEMORANDUM 

SUBJEC'l':-67th Report of the Committee on Public Undertakings 
(IV Lok Sabha) on Production Management-Recom-
mendation No. 4 para 3.13. 

The undersigned is directed to enclose extracts of recommenda-
.tion No.4 from the 67th Report of Committee on Public Undertakings 
(IV Lok Sabha) on Production Management and to say that Gov-

-ernment's reply to Lok Sabha is also enclosed. The Ministry of 
Industrial Development, etc. are requested to advise the undertak-
ings under their administrative control which have already set up 
planning cell, to constantly review the existing planning organisa-
tion with a view to evolve a proper concept of production planning 
taking into account changes in demand and product mix of the under-
taking without impairing its long-term objectives. In the case of 
undertakings where such planning machinery does not exist they 
may be advised to set up a suitable planning cell taking into account 
the type of industry and other relevant factors like changes in de-
mand and the product mix of th~ undertaking without imparing· its 
long-term objectives. A copy of the instrutcions issued in this regard 
may be endorsed to the Bureau of Public Enterprises and the enter-
prises direct to advise the administrative Ministry and the Bureau of 
Public Enterprises of the atcion taken in implementing this decision 
of Government. 

'To 

S. JAGANNARAYANAN, 
Under Secy. to the Government Of India 

All Ministries (Departments of Government of India. ;-



APPENDIX III 
No. 1(7) IDAP(R) 169 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRoDUCTION DIvIsION) 

New Delhi, the 1st February, 1971. 
OFFICE MEMORANDUM 

SUBJECT':-67th Report of the Committee on Public Undertakings 
(IV Lok Sabha) on Production Management-Recom-

mendation No.7, para 3.36. 

The undersigned is directed to enclose extracts of Recommenda-
tion No.7, para 3.36 from the 67th Report of the Committee on Public 

·Undertakings (IV Lok Sabha) on Production Management, and to 
say that Government have accepted this recommendation. EXisting 
undertakings may be advised to introduce computerisation wherever 
necessary and possible on the lines indicated by the Committee on 
Public Undertakings after thorough and competent study of the need 
for and the methods of introducing computerisation. In the case of 
new un.1ertakings the recommendation of the Committee may be 
kept in mind and the decision on computerisation in the new enter-
prises may be taken at an appropriate time, reasonably early. Com~ 
puterization will not mean installation of a separate computer by 
all enterprises; computer time can be hired from all available sources. 
Enterprises possessing computers and having spare computer time 
should allow other public enterprises in the area needing computer 
time to use such computer time in preference to other organisations. 
Advantage should be taken to get computer time from eduaction 
institutions etc. wherever available. 

The Ministry of Industrial Development, etc. are requested to 
issue suitable instructions to the undertakings under their adminis-
trative control and endorse a copy of the instruction:; to the Bureau 
<If Public Enterprises for completion of record. 

""0 

S. JAGANNARAYANAN, 
Under Secy. to the Government Of India. 

All Ministries /Departments of Government of India. 
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APPENDIX IV 
No. 1(7) /DAP(R) 169 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRODUCTION DmSION) 

New DeZhi, the 1st February, 1971 •. 

OFFICE MEMORANDUM 
SUBJECT: -67th Report of the Committee on Public Undertakings 

(IV Lok Sabha) on ProductiOn Management-Re·eom-
mendation No.9, para 4.'1. 

The undersigned is directed to enclose extracts of Recommenda-
tion No.9 para 4.7 from the 67th Report of the Committee on Public 
Undertakings (IV Lok Sabha) on Production Management and to say 
that Government agree in general with the views of the Committee. 
It is agreed that not only communication system between labour and' 
management is very important in the day-to-day activities of the 
enterprises but also that it is desirable to review the effectiveness 
of ~ch communication system where it already exists from time to 
time so that improvements could be made with a view to-

(i) create a proper atmosphere between management and the-
employees; 

(ii) build up a sense of team-work within the undertaking; 
and, 

(iii) generate a feeling of involvement by labour in the fulfil-
ment of objectives of production management. 

It is noticed that in a few enterprises there are already built-in 
communication systems and also certain procedures for ventilating 
grievance etc. and also establishing more cordial relations between 
labour and management. But, by and large, the communiaction 
systems and grievances procedures are not functioning very smoothly 
in most enterprises. Also in most enterprises, the workers and even 
the supervisory personnel have not developed a sense of involve-
ment and which can only come when they also develop a sense of 
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participation. It is, therefore, urged that the enterprises should 
·choose the most appropriate method to be adopted for establish~ng 
cordial relations between labour and management according to their 
needs so that a spirit of greater participation and feeling of involve-
ment by workmen the fulfillnent of the long-term objectives of pro-
duction management may be generated. 

The Ministry of Industrial Development etc., are requested to 
issue suitable instructions to the enterprises under their administra-
tive control and endorse a copy of the instructions to the Bureau of 
Public Enterprises in due course for completion of record. 

To 

S. JAGANNARAYANAN, 
Under Secy. to the Government of India. 

All Ministries !Departments of Government of India. 



APPENDIX V 
No. 1 (7) IDAP (R) 169 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

New Delhi, the 16th Jan1.U1.ry, 1971. 

OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on Public Undertakings 
(4th Lok Sabha) on Production Management. 

'The undersigned is directed to enclose extracts of Recommen-
dation No. 10 from the 67th Report of the Committee on Public 
Undertakings on Production Management and to say that GQvern-
ment have agreed with this recommendation. The Ministry of In-
dustrial Development, etc. are requested to issue suitable instruc-
tions to the undertakings under their control for future guidance 
and compilance including progress report on implementation and 
endorse a copy of their instructions to the Bureau of Public En-
terprises in due course. 

s. JAGANNARAYANAN,. 

Under Secy. to the Govt. of India. 

To 
All the Ministries/Departments of Govt. of India. 
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APPENDIX VI, 
No.l(7)IDAP(R)/69 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

New Delhi, the 2nd March, 1971. 

OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on Public Undertakings. 
(IV Lok Sabha) on Production Management-Recom-

mendation No. 21, para No. 6.33. 

The undersigned is directed to enclose extracts of Recommenda-
tioon No. 2.1, para 6.33 from the 67th Report of the Committee on 
Public Undertakings (IV Lok Sabha) on Production Management, 
and to say that Government fully agree with this recommendation. 
A copy of the Government reply to the Lok Sabha Secretariat on 
this point is enclosed for information. 

The Ministry of Industrial Development, etc., are requested to 
impress upon the Public Sector enterprises under their control on 
two aspects, namely, (i) that there should be no unilateral derating 
of capacity without proper authority, and (ii) that every pre-
caution must be taken that the rated capacity is fully attained by 
overcoming the deficiencies noticed at the time of trial runs and 
commissioning within a period generally not to exceed one year. 
They may also ensure that no final payment to the foreign collabo-
rators is made unless sustained performance at the desiSllled capa-
city is achieved during commission~ng test or guarantee period. 
The Public Sector enterprises may also take precautions such as 
acquiring plants of only proven rates capacity after rigid perfor-
mance tests, maintaining a bank of spares and critical parts by a 
proper scheme of planning and procurement even at the time of 
installation, etc. Where defects are noticed after installation these 
defects should be removed within a period generally not exceeding 
one year by installation of balanCing additional facilities and re-
placements of unsuitable equipments if justified on the basis of 
small economic considerations. 
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The Ministry of Industrial Development, etc., are requested to 
issue suitable instructions to the Public Sector enterprises under 
their control in this regard and endorse a copy to the Bureau of 
Public Enterprises for informati'Cln. 

To 

S. JAGANNARAYANAN, 
Under Secy. to the Govt. of India. 

All the Ministries/Departments of Govt. of India. 



APPENDIA VU 
No.1 (7) IDAP(R) 169 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRoDUCTION DIVISION) 

New Delhi, the 16th January, 1971. 

OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on Public Undertakings 
(4th Lok Sabhp.) On Production Management. 

The undersigned is directed to enclose extracts of Recommenda-
tion No. 23 from the 67th Report of the Committee on Public Under-
takings on Production Management and to say that Government 
have agreed with this recommendation. The Ministry of Industrial 
Development, etc. are requested to issue suitable instructions to the 
undertakings under their control for future gUidance and compli-
ance including progress report on implementation and endorse a 
copy of their instructions to the Bureau of Public Enterprises in 
due course. 

S. JAGANNARAYANAN. 
Under Secy. to the Govt. of India. 

To 
All the Ministries/Departments of Govt. of India. 
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APPENDIX VIII 
No. 1 (7) IDAP (R) 169 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

New Delhi, the 2nd February, 1971. 

OFFICE MEMORANDUM 
SUBJECT: -67th Report of the Committee on Public Undertakings 

(IV Lok Sabhip.) on Production Management-Recom-
mendation No. 24, para No. 6.43. 

The undersigned is directed to enclose extracts of recommenda-
tion No. 24, para 6.43 from the 67th Report of the Committee on 
Public Undertakings (IV Lok Sabha) on Production Management 
and to say that Government have agreed with this recommenda-
tion. While it is true that every effort should be made to attempt 
diversification and alternative use of manufacturing capacity, the 
normal production for the main product should not be upset and it 
should be related to the annual target. There are a number of con-
siderations which may be taken into account before embarking on 
programme of diversification or alternate USe of manufacturing 
capacity. For instance, no production should be taken up unless firm 
demand on a repetitive basis for the new product is established. 
This would reply even to the main product with a view t·O' reduce 
or minimise any losses due to over stocks. Again, diversification of 
production and alternate means of absorbing suplus capacity have 
be consistently processed and vigorously pursued, but on no ac-
count even for established production there shoUld be any change 
in anual target if minor demand fluctuations arise in the couse of 
the year. On every occasion the approval of the Board of Directors 
as well as the Government may be taken for entering into new lines 
of production. The Ministry of Industrial Development, etc. are 
requested to issue suitable instructions to the enterprises under 
their control and endorse a copy to the Bureau of Public Enterpris-
es for completion of records. 

To 

S. JAGANNARAYANAN, 
Under Secy. to the Government of India~ 

All the Ministries/Departments of Govt. of India. 
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APPENDIX IX 
No. 1 (7) IDAP (R) 169 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRODUCTION DmSION) 

New Delhi, the 16th January, 1971. 

OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on Public Undertakings 
(4th Lok Sabha) on Production M!(1nagement. 

The undersigned is directed to enclose extracts of Recommen-
dation No. 26 from the 67th Report of the Committee on Public 
Undertakings on Production Management and to say that Govern-
ment have agreed with this recommendation. The Ministry of In-
dustrial Development, etc. are requested to issue suitable instruc-
tions to the undertakings under their control for future guidance 
and compliance including progress report on implementation and 
endorse a copy of their instructions to the Bureau of Public Enter-
prises in due couse. 

To 

S. JAGANNARAYANAN 
Under Secy. to the Government of lndia. 

All Ministries jDepartments of Government of India. 
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APPENDIX X 
No. 1 (7) IDAP (R) 169 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

New Delhi, the 18th March, 1971. 
OFFICE MEMORANDUM 

SUBJECT: -67t.h Report of the Committee on Public Undertakings 
(IV Lok Sabha) on Production Management-Recom-

mendation No. 27, prra 7.24. 

The undersigned is directed to enclose extracts of recommenda-
tion No. 27, para 7.24 from the 67th Report ·of the Committee on 
Public Undertakings (IV Lok Sabha) on Production Management 
and to say that Government have agreed with this recommendation. 
The Ministry of Industrial Development etc. are requested t·O' issue 
suitable instructions to ensure (i) that in case of new units the 
gestation periods are fixed on firm basis, (ii) that during the ges-
tation periods annual targets are fixed at the beginning of the year 
which should correspond to' the attainable capacity, and (iii) that 
after the gestation period is over the annual targets correspond to 
the rated capacity of the plant in operation. 

If for any reasons an enterprise wants t·O' fix a target which is 
more than marginally lower than the attainable capacity or the 
rated capacity (as the case may be) in spite of there being a clear 
demand for the products the enterprise should get the prior ap-
proval of Government. In deciding the issue, full consideration is 
to be given to the demand then existing, the inhibiting factors af-
fecting the efficiency of production and output of the enterprise and 
the state of implementation of the measures necessary for over-
coming the bottlenecks for achieving the rated level of capacity. 

Copy of instruction issued to the enterprises may also be en-
dorsed to the Bureau of Public Enterprises. 

S. JAGANNARAYANAN, 
Under Secy. to the Govt. of India. 

All the Ministries/Departments of Govt. of India. 
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APPENDIX XI 
No. 1 (7) [DAP (R) [69 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

New Delhi, the 13th/16th January, 1971. 

OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on Public Undertaking3 
(IV Lok Sabha) on Production Ma~gement-Recom
mendation No. 31. 

The undersigned is directed to enclose extracts of Rec-ommen-
dation No. 31 from the 67th Report of the Committee on Public Un-
dertakings (IV Lok Sabha) on Production Management and to say 
that Government have noted this recommendation, Reply of Go-
vernment to the Lok Sabha is also enclosed. The Ministry of In-
dustrial Development, etc. are requested to note this recommenda-
tion and issue suitable instructions to the Public Sector Undertak-
ings under their administrative c-ontrol. A copy of the instructions 
issued may be endorsed to the Bureau of Public Enterprises. 

To 

S. JAGANNARAYANAN, 
Under Secy, to the Govt. of India. 

All the Ministries/Departments of Govt. of India. 
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APPENDIX XII 
No. 1 (7) iDAP (R) [69 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

New Delhi, the 2nd March, 1971. 

OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on Public Undertakings 
(IV Lok Sabha) on Production Management-Recom-
mendation No. 33, para 8.110. 

The undersigned is directed to enclose extracts of recommenda-
tion No. 33 (para 8.10) from the 67th Report of the Committee on 
Public Undertakings (IV Lok Sabha) on Production Management 
and to say that Government agree with this recommendation. The 
Ministry of Industrial Development, etc., are requested to issue suit-
able instruction to the Public Sector enterprises under their control 
and to request them to: 

(i) record actual labour utilisation on all activities, 

(ii) compile indices of labour utilisation and labour produc-
tivity, and 

(iii) promptly locate areas of under-utilisation and under-
productivity of labour in terms of these indices, 

and take prompt remedial measures to improve utilisation and pro-
ductivity of labour and keep a timely check on the persistent ten-
dency to over-staff. 

A copy of the instructions sent to the Public Sector enterprises 
may be endorsed to the Bureau of Public Enterprises for informa-
tion. 

To 

S. JAGANNARAYANAN, 
Under SecY. to the Govt. of India. 

All the Ministries/Departments of Govt. of India. 
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APPENDIX XnI 
No. 1(7)IDAP(R)169 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

New Delhi, the 19th March, 1971. 

OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on Public Undertakings 
(IX Lok Sabha) on Production Management-Recom-
mendation No. 34, para 8.18. 

The \~ndersingned is directed to enclose extracts of recommen-
dation No. 34, para 8.18 from the 67th Report of the Committee on 
Public Undertakings (IV Lok Sabha) on Production Management, 
and to say that Government have noted this recommendation. 
Government are conscious of the need for sustained efforts by 
managements of enterprises to raise productivity. Accordingly, the 
enterprises have been required to identify specific areas where im-
provements are necessary and to take expeditious remedial action 
in the managerial, organisational, technological and technical 
fields. While doing so, the initiatve and the methods have been 
left to the enterprises. In this context, the Ministry of Industrial 
Development, etc., are requested to emphasise to the esntrperises 
under their control the need for significant rise in productivity and 
for continuously increasing level of utilisation of resources and re-
quested to raise man-productivity standards by suitable structural 
and mf1nagerial changes, and organise special studies on man-pro-
ductivity, as and when comidered necessary. A copy of the ins-
tructions issued to the enterprises may be endorsed to tht' Bureau of 
Public Enterprises for information. 

To 

S. JAGANNARAYANAN, 
Under SecY. to the Govt. of India. 

All Ministries/Departments of Government of India. 
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APPENDIX XIV 
No. 1 (7) IDAP(R) 169 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PuBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

New Delhi, the 2nd March, 1971. 
OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on Public Undertakings 
(IV Lok Sabha) on Production Management-Recom-
mendation No. 36, para 8.21. 

The under;;igned is directed to enclose extracts of recommenda-
tion No. 36, para 8.21 from the 67th Report of the Committee on 
Public Undertakings (IV Lok Sabha) on Production Management, 
and to say that Government have agreed to this recommendation. 
In view of the importance of the wbject of industrial engineering 
and also the need for quality production and maintaining adequate 
organisation and facilities for achieving ii, including specifications 
and standards, independence of inspection, operation control, ana-
lyses of results and reviews; education training of staff, etc., Minis-
try of Industrial Development, etc., are requested to draw the at-
tention of the Public Sector enterprises under their control to 
these aspects and advise them to take proper action early. 

A copy of the instructions issued to the enterprises may be en-
dorsed to the Bureau of Public Enterprises of information. 

To 

S. JAGANNARAYANAN, 
Under Secy. to the Govt. Of India. 

All Ministries/Departments of Government of India. 



APPENDIX XV 
No. 1(7)IDAP(R) 169 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PuBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

New Delhi, the 11th March, 1971. 
OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on Public UndertakinglJ 
(IV Lok Sabha) on Production Management-Recom-
mendation No. 37, para 8.24. 

The undersigned is directed to enclose extracts of recommenda. 
tion No. 37, para 8.24 from the 67th Report of the Committee on Public 
Undertakings (IV Lok Sabhu) on Production Management, to-
gether with Government's reply thereto. The Ministries of In-
dustria1 Development etc., are requested to instruct the Enterprises 
u~der their administrative control to review the existing mar-power 
and the organisational machinery for taking effective steps to re-
duce surpluses, in the light of the Committee's recommendations 
and Government observations, at least over a period (by not fill-
ing vacancies when waters occur, by making certain jobs red circle 
jobs on the basis of scientific studies, by negotiating with unions. 
by offering liberal retirement benefits to induce some people to 
retire voluntarily prematurely etc.). Public enterprises may also 
be advised to ensure that there is no undue escalation in their work 
force in future. Enterprises that are set up in futue should be con-
tained fom the very beginning to undertake proper scientific studies 
to determine the work force at a rational level before embarking on 
a large scale recruitment programme. 

A copy of the instructiqns issued in this matter may b~ endorsed 
to the Bureau of Public Enterprises for information. 

To 

S. JAGANNARAYANAN, 
Under Secy. to the Govt. of India. 

All Ministries jDepartments of Government of India. 
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APPENDIX XVI 
No. 2(178)168-BPE(GM) 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PuBLIC ENTERPRISES 

(PRODUCTION DIVISION) 

New Delhi, the 14th April, 1969. 

OFFICE MEMORANDUM 

·.sUBJECT: -Surplus labour in Public Enterprises. 

It is a fairly well-known fact that most public ::lector enterprises 
are over-staffed and over-manned. Certain informations were call-
ed for quite some time ago by the Bureau of Public Enterprises 
and, in September 1967, the Bureau's assessment on the basis 
of the information supplied by the enterprises themselves was 
that the enterprises were carrying surplus labour to the tune of 
nearly 15000-this was on the basis of rather liberal standards. With 
more rigid manning standard, perlhaps this number would have 
'been much larger. 

2. The Administrative Reforms CommissiO'p have also re-
ferred to the problem of over-staffing in Public Enterprises. The 
Commission have observed that there is scope for reducing the staff 
in many undertakings. Vari-ous reasons have been given by the 
Study Team appointed by the Commission for the general pattern 
. of over-!"taffing in Public Enterprises. Some of the main reasons 
;are: 

(a) employment of large number of unskilled labourers as 
departmental labour during the construction stage; 

(b) absorption of a majority of them at a later stage in the en-
terprises as a result of pressures; 

,(c) not following any scientific system for man-power plan-
ning; and 
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(d) adopting Government standards for clerical and office 
work. 

The A.R.C. also recommended certain actions to be taken for over-
coming the problem of over-manning. These are: 

"(1) Proper work standards and other control techniques 
should be adopted from t~e very begtnning to avoid over-
staffing. 

(2) In the undertakings where over-staffing has become 
chronic work studies should be undertaker.. by industrial 
engineers to find out the extent and areas of over-staffing. 

(3) The normal vacancies occurring in the over-staffed depart-
ments may be left unfilled; employees who are found sur-
plus may be allowed to freely apply for jobs outside. 
Skilled workmen should be persuaded with the help of in-
centives, if necessary, to do without the assistance of 
helpers; the practice of having helpers should not be al-
lowed in the new project. 

(4) Greater use should be made of the construction corpora-
tions in the public sector and non-departmental agencies 
wherever such a course is feasible." 

Government decisions on A.R.C. recommendations have been com-
municated to the administrative Ministries and it is presumed that 
they are takng action to implement Government decisions on the 
subject. 

3. The question of over-manning can be divided into two broad 
heads: 

(i) Over-manning resulting from employment of a large num-
ber of workmen during construction as departmental lab-
our and failure\reluctance to part with their services after 
the construction work is over; and 

(ii) General over-manping in the regular (production) organi-
sations of the enterprises 

4. So far as the first problem is concerned, it has to be borne in 
mind by our Public Enterprises that it would be physically impos-
sible to carry construction labour on their rolls after such construe-
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tion labour becomes redundant. However, it is appreciated ihat 
there are practical difficulties in dispensing with the services of a 
very. large n~mber of labourers at one time. That is why wherever 
pOSSIble, assIstanCe from regular construction organisations set up 
by the Government, like the National Projects Construction Cor-
p~ration, the National Buildings Construction Corporation, the 
Hmdustan Steel Works Construction Ltd., etc., should be asked for 
by Public Enterprises for construction purposes wherever possible. 
Even the C.P.W.D., v,ould now be in a position to materially assist 
the enterprises in their construction activities. In any case, even 
where a large number of departme',ntal labour ha;; to be appointed 
by the enterprise itself, a proper plan for the retrenchment of cons-
truction workmen should be worked out as early as possible and 
negotiations carried out with the labour unions, etc., so that demo-
bilisation of construction labour force can be achieved without ser-
ious repercussions. 

5. Coming to the question of reduction of surplus sbff in the 
regular organisations of the enterprises, it has been found that some 
of the enterprises like the Neyveli Lignite Corporation, the National 
Minerals Development Corporation Ltd., etc., have in the past drawn 
up schemes for voluntary retirement or retrenchment with ex-gratia 
payment and that it had been possible for them to reduce their 
surplus staff to a certain extent through such voluntary retirement 
schemes. It will be worthwhile for other undertakings having large 
surplus staff to emulate the examples of the Neyveli Lignite Cor-
poration, The National Minerals DeVlelopment Corporation Ltd., 
etc. Even though it may entail some immediate additional expen-
diture to start with, in the loftlg run such a scheme will save the 
enterprises considerable amounts of money both by way of salaries 
and allowances and by way of hidden subsidies like housing. medi-
cal facilities, etc. This step may be taken over and above the other 
steps which it is presumed are being taken by the enterprises to 
reduce over-staffing, like stoppage of further recruitment. allowing 
the wastages to be takein care of by the existing ~ttrplus staff, etc. 
Any further information in regard to the volunt'lry retrenchment 
schemes already formulated by some of the enterprises may be ob-
tained from the Bureau. 

6. Representatives of the Government on the Boards of Direc-
tors of .. Companies may please be asked to keep a watch on the 
implementation of these decisions of the Govel;l1ment and en~ure 
that the position is periodically reviewed by the Boards of DIrec-
tors. Ministry of Steel and Heavy Engineering, etc., may also please 
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advise the enterprises to keep the Bureau informed of the progress 
made in the implementation of these measures. 

To 

P. K. BASU, 
Director, Bureau of Public Enterprises. 

All Ministries/Departments of Government of India. 
Copy to: 

(i) Production Division/Adviser (C) IAdviser (F) ID.S. (I&R) , 
Bureau of Public Enterprises. 

(ii) Heads of Expenditure Divisions in the Deptt. of Expendi-
tUre (with 2 spare copies). 

P. K. BASU, 
Director, Bureau of Public Enterprises. 

'[Enclosure for the Ministry of Filzance (Department of Expenditure) O.M. No.2 (178)/68-
BPE (GM)] 

Rec. 
No 

51 

Recommendation 

(1) Prop~r w:Jrk standards and other cont-
rol techniq '.1es should be adopted 
from the very b!ginning to avoid 
over-staffing. 

(2) In the undertakings where over-staff-
ing has hecome chronic, work studies 
should be undertaken by industrial 
engineers to find out the extent and 
area of overstaffing. 

(3) The normal vacancies occuring in the 
over-staffed departments may be left 
unfilled; employees who are found 
surplus may be allowed to freely 
apply for jobs outside. Skilled work-
men should he persuaded with the 
help of incentives, if necessary, to do 
without the assistance of helpers. The 
practice of having helpers should not 
be allowed in the new projects. 

(4) Greater use should be made of the 
construction corporations in the 
public sector and non-departmen~l 
agencies wherever such a course 18 
feasible. 

Government decision 

51(1) 10 (4)-These recommenda-
tions are accepted. Bureau of 
Public Enterprises should pay 
constant attention to the various 
matters covered by recommenda-
tion, and in particular explore 
the possible fields where the 
public sector Construction Cor-
porations could be usefully 
utilised. 



APPENDIX XVII 
No. 2(75) I 71-BPE (GM-I) 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PuBLIC ENTERPRISES 

New Delhi, the 12th FebruaT1/, 19"'71. 
OFFICE MEMORANDUM 

SUBJECT: -Securing active cooperation of labour for improvement of 
production in Public Enterprises. 

The Committee on Public Undertakings in their 67th Report 
(Fourth Lok Sabha) on "Production Management in Public Under-
takings" has recommended as follows:-

Labour-Management relations is a very sellsitive area of 
management activity. The situations to be faced in this 
field are complex and call for human understanding, fore-
sight and tact on the part of managements. The Com-
mittee feel that management of public sector enterprises 
should continue to strive to secure the active cooperation 
of labour towards improvement of production since a con-
tended labour alone can be expected to give their best. 

The recommendation has been accepted by Government. Ministry 
of Steel and Heavy Engineering, etc., may kindly bring the same to 
the notice of the Public Enterprises u,.nder their administrative 
control for gUidance in future. 

P. K. BASU, 
Director, Bureau of Public Enterprises. 



APPENDIX xVln 
No. 2 (76) I 71-BPE (GM I) 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PuBLIC ENTERPRISES 

New Delhi, the 12th February, 1971~ 
OFFICE MEMORANDUM 

SUBJECT: -Establishment of rapport by Management of Public E'Yl 
terprises with the workers. 

The Committee on Public Undertakings in their 67th Repon 
(Fourth Lok Sabha) on "Production Management i;n Public Un del 
takings" has recommended as follows :-

"Demands received from labour unions should be considered' 
by the Managements with sympathy without much loss 
of time and decisions taken on the merits of each demand 
Effective steps should be taken by the Managements to 
establish rapport with the workers and creating in them 
"a sense of belonging". Proper forums should be estab-
lished where officers at various levels of management can' 
meet and inter-mingle more often with various groups of 
labour. This is only one of the ways to remove the "Psy-
chological barrier" between the managem~nts and labour. 
Top Management should provide a responsible and respon-
sive leadership, drive and iniative in this direction." 

The recommendation has been accepted by the Government. Minis-
try of Steel and Heavy Engineering, etc., may kindly bring the' 
same to the notice of the Public Enterprises under their administra-
tive control for guidance in future. 

P. K. BASU, 
Director, Bureau of Public Enterprise8~ 
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APPENDIX XIX 
No. 32-Adi-(C) ICir-63170 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
DEPARTMENT OF EXPENDITURE 

BUREAU OF PUBLIC ENTERPRISES 

New Delhi, the 30th March, 1970. 

OFFICE MEMORANDUM 

SUBJECT: -Adoption of Network Technique (PERT jCPM) for cons-
truction planning and scheduLing of projects in Public 
Sector Undertakings. 

In big projects involving large investments the need for proper 
planning, programming a!n.d control on progress cannot be over em-
phasised, if timely completion of the projects is to be achieved to 
ensure cccnomic returns on the investments. The modern industrial 
Projects are generally so complex and large in magnitude that the 
traditional planning and monitoring of progress through bar charts or 
other similar methods are not adequate. These conventional techni-
ques can neither effectively coordinate the efforts of all project par-
ticipants, nor provide means to identifv the jobs, which constrain 
the project completion. As a result, the project managements, ins-
tead of focussing attention on items of work critical to project com-
pletion, inadvertently pay equal attention to all jobs at all times. 
'This leads to unbalanced use of resources and increased project 
<costs. 

One of the recent developments and potentially valuable to 
planning,scheduling and controlling enterprises of many kinds and 
sizes, is the Network Technique, known under different .names such 
as Programme Evaluation and Review Technique (PERT) and Cri-
tical Path Method (CPM). Recognising this fact, the Administra-
tive Reforms Commission has also recommended that once a pro-
ject has been approved, systematic thorough plann~ng of the ?ro. 
ject should be undertaken by adopting the Network Techmque 
(PERTICPM) before starting actual co~struction. Government have 
accepted this recommendation and have directed that for all big 
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projects involving an investment of Rs. 1 crore and above, a com-
plete master plan of construction should be drawn up with the help 
of Network Technique (PERTICPM). 

Accordingly, guidelines laying down the framework of proce-
dures to be followed for planning and scheduling of projects by 
adopting the Network Tech,niques (PERTICPM) have heel'! ~olv
ed in the Bureau, and are con~ained in the Notes enclosed, Viz. : 

(1) Network Technique (PERTICPM)-Part I, describing 
briefly, thc basic concepts and the principles of the techni-
que (Enclosure 1); and 

(2) Network Technique (PERTICPM)-PART II, laying down 
the Frame-work of procedures to be followed in the ap-
plicatio.n of the principles of the technique to planning and 
scheduling of projects (Enclosure 2). 

The Ministry of Industrial Development, Internal Trade and 
Company Affairs, etc., are kindly requested to bring this to the 
notice of the pUblic sector undertakings under their administrativ~ 
('ontrol, and impress upon them the importance and the need for 
systematic thorough planning of the construction programme at the 
very outset of the project development, and the advantages of using 
the Network Technique in this regard. 

It is made clear that the guidelinc~ given in the notes attached 
are very broad in ..nature and will have to be adapted to Auit the re-
quirments of each individual undertaking. Under certain circum.-
stances some changes will have to be introduced even in the prin-
cipls enumerated. However, it is hoped that these guid~lines will, 
by and large, serve as Framework for detailed plan!'; that dif'ferent 
undertakings will evolve. 

The frame-work of procedures to be followed frJr monitoring pro-
gress of construction by using the Network Technique (PERT! 
CPM) is being evolved in the Bureau, and would be sent in due 
course. 

To 

(A. N. BANElUI) 
Additional Secretary to Government of India, 

and Dirceor-General, Bureau of Public Enterprises. 

All MinistriesjDepartment of the Government of India. 
All FAs in the Department of Expenditure. 

2097LS-7. 



Enclo8'll:re 1 
NETWORK TECHNIQUE (PERTICPM)-PART-I 

APPLICATION OF THE NETWORK TECHNIQUE (PERT /CPM) 
TO PROJECT CONSTRUCTION PLANNING & SCHEDULING. 

(BASIC PRINCIPLES AND CONCEPTS OF THE TECHNIQUE) 

1, .INTRODUCTION 

1.1. Large and complex projects undertaken in the public sector, 
during the Plan periods, in various fields of activities have been 
imposing severe strain on the country's economy, particularly 
because the majority of the projects could not keep upto their original 
time schedules and .cost estimates. The major reason for overruns 
in time and cost may be attributed to inadequate planning at the 
outset of the project. It is, therefore, important to adopt effective 
planning procedures in the very initial stages of preparation anu 
formulation of work plan of any project. 

1.2. Experience has shown that conventional planning and control 
techniques adopted in the past have not been able to satisfy the 
requirements of planning and monitoring modern industrial projects. 
This has led to search for improved methods of planning project 
construction. Recently, new management techniques for planning, 
scheduling and controlling a project have been developed. One of 
the latest of these is the Network Technique known under different 
n~mes such as the Programme Evaluation and Review Technique 
(PERT) and the Critical Path Method (CPM). which can be 
adopted for planning all "Once-through Projects" (non repetitive) 
where the end objective is a single end item*-i.e. for all construc-
tion projects only. 

1.3. The intention of this note is to brief the objectives of the 
Network Technique", and explain its concepts, principles and 
mechanics . 

• The technique I_ Dot applicable to production jobs where the end items are of 
repectitlve nature . 

•• The procedures to be followed by project management for the application of this 
technique to their ptojecto is dealt with Separately, under 'NETWORK TECH-
NIQUE (PERT/CPM)-PART II. 
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2. OBJECTIVES OF THE NETWORK TECHNIQUE 

2.1. The term Network Technique refers to the method of plan-M yf t~ ning, scheduling (programming) and controlling of ~ogress on 
pya-fill various components of the projects, especially those projects which 
J1\tf~are complex in nature. Primarily, it provides an Inte~ated Cons-
p~ eLf- truction Management for projects; determine the prOJeCt duration 
(t'Yl~ I more accurately than traditional planning and control techniques; 
proJ~cJ identifies activities critical to different stages of JFOfect completion 
t?~l(" to enable management to pay greater attention to ifiOB activities, 
"'~~a...f ~rjodically, instead of concentrating on all acti'£1ties@t all times 

{l ·vle ~-W¥th equal emphasis; identifies the effect of schedule dela:is, well in 
~rHl'I1iljffi~dvance, for timely corrective action; facilitates optimjsation of 
~ , resources; and provides a scientific method of pr~reporting and 

t't be~ progress control enabling the management to ta~ttef decisions, 
for effective monitoring of the porject. -

2.2. Before explaining the principles of the Network Technique, 
a review may be made of the Conventional plannlrur and control 
methods. This will provide an opportunity to reeo@!lile the advan-
tages of the Network Technique over the former ana theagptribution 
that it can make as an aid to better management. - .... 

3. REVIEW OF CONVENTIONAL PLANNING TECHNIQUES 

frrr 3.1. The traditional techniques generally ad:-ptsdfor project 
planning and control are the gantt or the Bar Cll![t.tb,e Milestone 
Chart, the Flow Chart, the Line of Balance etc. Tht Bar Chart 
being a widely adopted method, its inadequacies 8loae may be 
summarised below: 1 f\o.JetJ4t/tJ r- ~ I O'f\ <-
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3.2. Figure 1 shows a simple bar chart displaying the schedule of 
a small building project in which mech.:mical and electrical equip-
ments are to be erected. The deficiencies of this method of planning 
and control are: (i) if some work is either behind or ahead of sche-
dule, it cannot indicate their effect on subsequent tasks or on the 
project completion date. This is because the Bar Chart does not 
show the inter-dependencies and the inter-relationships between the 
project tasks, and, as such, it cannot predict the effect of delay in 
one area over another and on the project as a whole. (ii) Reporting 
with the help of this chart requires merely guessing or estimating, 
very broadly, the quantum of work completed or required to be 
completed. At best it can be in terms of percentages, that is, 25 or 
30 per cent or so, according to progress in respect of each task on 
the date of reporting. This is because the chart does not show any 
milestones or events along the horizontal bars. (iii) It cannot 
isolate the critical areas of work, which primarily constrain the 
project completion date to enable the management to pay greater 
attention to those activities. In the absence of such indication, the 
management will be compelled to concentrate on all activities, at all 
times, with equal attention. (iv) Optimising the use of resources 
is difficult when this technique is adopted, because it is not possible 
to identify the non-critical areas, and in turn, the resources kept 
idle in such areas, for better utilisation. 

3.3. Owing to the limitations and inadf'quacies of the traditional 
planning techniques, the need for a more effective method of plan-
ning and scheduling, therefore, arises. As the Network Technique 
eliminates all the above deficiencies and provides a rational approach 
to the aspects of planning and control and forces a logical thinking 
of the project plan from beginning to the end of the construction 
period. This technique will be of much help to managers, as in aid 
to better management, which can lead to achieve the schedule and 
cost objectives of a construction project. In the following para-
graphs, the basic concepts, principles and mechanics of the Network 
Technique are spelt out briefiy. 

4. BASIC CONCEPTS, PRINCIPLES & MECHANICS OF THE: 
NETWORK TECHNIQUE 

4.1. Definition of Network terms: 

4.1.1. A Network is a graphic plan of all tasks that must be 
completed to reach the end objective of a project, showing their 
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inter-ciependencies and inter-relationships. The components which 
make up a network are 'Events' and 'Activities'. Events and acti-
vities are arranged in the manner in which the project has to be 
executed. An Event is a specific defineable accomplishment in a 
project plan, recognisable at a particular instant of time. It con-
sumes neither time nor resources. It is a point in time and not a 
passage of time. Examples of events on a project network are either 
a commencement point or a completion point of a task to be per-
formed. An event is generally represented on a network by means 
of a cirCle. However, different geometrical figures are used to re-
present different events and also to distinguish between the function 
of one event as different from the other. Some of the symbols that 
are generally adopted in Network are shown in Figure 2 below: 
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An Activity is performance of work between any two events. It 
is a time consuming and a resource-consuming element in a Network 
Plan. A time..lag or a waiting-time can also be an activity. An ac-
tivity is represented on a network by means of an arrow (figure 3). 
There is another component of a network which is called a Zero-time 
activity. It is an activity which consumes neither time nor re-
sources. It is also known as a 'Dummy Activity' or a Dummy. It 
is represented on a network by means of a broken arrow (figure 3). 
It plays a very important role in a network. Its functions are two-
fold: It helps to maintain the logic of the network diagram by keep-
ing the inter-dependencies and inter-relationships of events and 
activities in perfect order. Secondly, it helps to maintain the num-
bering system unique in the network diagram. 

4.2. Ground Rules for developing a Network: 

4.2.1. Certain ground rules are to be observed for developing a 
Network Plan. They are: An event cannot occur until all the acti-
vities leading to it are completed; An activity cannot start until its 
preceding event has occurred; An event once having occurred can-
not occur again, i.e. there is no network looping back to a previously 
accomplished event; Time flows from left to right; Arrows flow from 
left to right, i.e. there is no backward direction to the arrows; Every 
activity should be completed to reach the end event of the network. 

4.2.2. Besides observing the above ground rules, three basic 
questions should be posed and answered while drawing each and 
every arrow in a network plan: firstly, what activities should be 
completed before the activity being drawn? Secondly, what activities 
should follow immediately after the activity being drawn? and 
thirdly, what activities can be performed concurrently? A typical 
network with events, activities and dummies is shown in Figure 3 
below: 
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4.3. COlicurrent and continuous construction 

4.3.1. In project construction, many of tbe jobs can be performed 
concurrently and continuously, and such performance can reduce 
project duration. Attempts should, therefore, be made to break up 
activity arrows into defineable parts, wherever possible, and perform 
them concurrently and continuously from start to finish. Figure 4 
below is a typical example. It explains how a pipe-laying project 
can be executed by using concept. The project consists of 5 
d;tferent jobs to be performed: trenching, pipe laying. welding. 
testing and back-filling. The entire length involved has been con-
veniently broken into desired number of sections (say 3 here). By 
arranging the four tasks in the manner indicated in the network, it 
is possible to complete the project within the minimum required 
time than it could be. otherwise. 
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4.3.2. A Network should always be developed by observing the 
ground rules, the principles and concepts mentioned above. After 
the network plan is fully developed, the next step is to estimate the 
time that is required to complete the project and to identify the 
critical path. In this context, it is very important to note that, while 
developing a network initially, no attention is to be paid to the time 
aspect of the work plan. After developing the network and inte-
grating it with all other networks, wherever necessary, and bringing 
its logic in perfect order, the element of time is introduced. 

5. ESTIMATING PROJECT DURATION AND IDENTIFICATION 
OF THE CRITICAL PATH 

5.1. To assess the project duration and identify the Critical Path, 
four steps are to be gone through in their sequential order. They 
are: the estimation of the Activity Duration Time (te); the calcula-
tion of the minimum time required for the accomplishment of the 
events (TE); the calculation of the maximum time allowable for 
the accomplishment of the events (TL); and the calculation of the 
Event Slack. These are dealt with below. 

5.2. Estimati'on of the Activity DuratiQll Time (te) 

5.2.1. Activity Duration Time is the time that is required for the 
performance of an activity, Judiciously arrived at, taking due note of 
the available resources in men, materials, equipment and local work-
ing conditions. As activity duration times form the basis for all fur-
ther network analysis, greater attention should be paid to this aspect 
of the network. It is, therefore, very necessary that these duration 
times are arrived at by experienced people who have complete know-
ledge of work. These times are written below the activity arrows 
(Figure 5). The 'unit' of this time may be days or weeks whichever 
is convenient according to the magnitude of the project. 
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5.3. Calculation of the Minimum Time Required for the accom-
plishment of the event (Te). 

5.3.1. After assigning duration time (te) to all activities on the 
network, the next st€P is to calculate the Minimum Time Required 
for the accomplishment of all the events in the network. The Mini-
mum Time required for the accomplishment of an event is the time 
at which that event could occur at its earliest, after the occurrancc 
of the beginning event. It is calculated by taking the maximum of 
the activity duration times between the beginning event and the 
event in question. This is done in the forward direction on the net-
work, for all the events from the beginning event to the end event, 
and the values are recorded above the events; thus, (87) in respect 
of event number 9 in the above figure. The TE value of the end 
event of the project network gives the earliest time at which the 
project could be completed. 

5.4. Calculation of the Maximum Time AI10wable for the accom-
plishment of the events (TL). 

5.4.1. Afte1r assessing the TE value in respect of the end event, 
the project management might find this value either equivalent to, 
more or less than the desired or allowed or the stipulated enn datf'. 
if any, fixed for the project completion. This time which is 
ALLOWED for the completion of the project is known as the 
'Maximum Time Allowable' (TL) for accomplishment of the end 
event of the project network. In the case of Any event of the net· 
work, this time ('J'L) will be the time at which that event could 
occur at its latest, without causing any delay on the end event. In 
the absence of any stipulated end date for the project, the TL value 
in respect of the end event should generally be taken as equivalent 
to the TE value (Figure 5). 

5.4.2. Having fixed the TL value of the end event, the next step is 
to determine the TL value in respect of all the events in the net-
work. The method of calculating TL is just the reverse that of 
TE that is, backward from the end event of the network. It is ob-
tained by substracting, from the TL of the end event, the sum of 
the activity durations, leading from the event, to the end event, and 
choosing the least of these values. They are written bel()W the 
events, enclosing them in triangles; thus, 97 in respect of event 
number 10 in figure 5. 

5.5. Event Slack 
5.5.1. Having calculated the TE/TL values of all the events 

ina network, the next step is to calculate the 'Event Slack' in res-
pect of all the events. Event Slack is the free time upto which the 
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occurrance of an event can be delayed without causing any delay on 
the completion date of the project TL-TE gives the slack value af 
an event. 

5.5.2. Event Slack may be zero, positive or negative. Zero slack 
occurring at any event will indicate that the 'event is on schedule'; 
if it occurs at the end event, that the 'project is on schedule'. Posi-
tive slack occurring at any event will indicate that the 'event is ahead 
of schedule'; ·that occurrilng at the end event, that the 'project is 
ahead of schedule'. Negative Slack occurring at the end event will 
immediately caution that the 'project will be behind schedule'. If it 
o'ccurs at any event, it will indicate that the 'event is behind sche-
dule'. Negative slack aspect is very important and needs immedi-
ate special attention of the management. The management has to 
rework the time durations of the activities to eliminate the negative 
slack. This has to be done after identifying the Critical Path. Eli-
minationof negative slack is, therefore, treated later in para 5.9. 
All slack values are written below the events (Figure 5). 

5.6. Identification of Critical Path 

5.6.1. Though on a project network, the slack values of the 
events may be either zero or positive or negative, however, there 
will be one set of events from beginning to' end for which the values 
of events lack may be the least compared to all other values. The 
path containing these events, obviously, impose rigorous time cons-
traint on the end event of the project. This path of activities and 
events is known as the Critical Path. Any event on the Critical 
Path is called the Critical Event; similarly, any activity on this 
path, the Critical Activity. 

5.6.2. Further, a examination of all the paths leading from the 
. start to the end event, will indicate that the path which determines 
the TE value of the end event is the same Critical Path which 
imposes rigorous-time-constraint on the project schedule. This path 
is, however, the 'longest' of all other paths as is obvious from the 
calculation of the TE value of the end event. As such, the Cri-
tical Path is also, the lcmgest path of the project network. 

5.6.3. There are, therefore, two criteria for the identification of 
the Critical Path. Th€'lJ are: the ~lgebraic value of the event slack 
in respect of the events on the path should be the minimum when 
ccmtpared to all other paths; and it should also be the longest path 
(Figure 5). 
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5.6.4. The critical path ooncept is very important. It is this path 
which determines the project duration; if any time is to besav.ed on 
the project, it has to be on the critical path activities only; if any 
delay is caused on anyone of the critical activities, it will immedi-
ately have its consequential effects on the subsequent activities as 
well as on the end date of' the project. This is an important pre-
dicative feature of the Network Technique. 

5.7. Activity Times: 

5.7.1. In the foregoing paragraphs, Event Time and Event Slack 
were described. There are also Activity Times and Activity Slack. 
There are four activity times. They are: Earliest Start Activity 
Time (Es); Earliest Finish Activity Time (EF); Latest Finish Ac-
tivity Time (LF); and Latest Staort Activity Time (Ls). The ob-
jective of calculating the activity times is to' prepare a detailed time 
table for the 'start' and 'finish' of all the activities. These times are 
calculated as follows: 

(i) Es=TE of the preceding event of the activity: 
(ii) Ep=Es+te of the activity; 
(iii) Lp,= TL of the succeeding event of the acti vity; and 
(iv) Ls·c. LF-te of the activity. 

In figures 5, the Earliest and the Latest Start ond Finish Activity 
Times in respect of Activity 2~7 are also calculated and shown. 

5.8. Total Activity Stock 

5.B.1. The Total Activity Slack is the free time that is available 
in the performance of an activity without caUSing any delay in the 
occurrence of the end event. It is the difference between the time 
required for the performanc of an activity and the time available 
for it. The objective of calculating the total activity slack is to 
identify the slack resources (idle resoureee).in activities and re-
allocate them to expedite the Critical acttlrfttes, wherever possible. 
This leads to optimisation of use of resources in a project which is 
an important cost-reduction aspect. Total activity slack is calculat-
ed as follows: 

Total Activity Slack TL of succeeding event minus 
of preceding event minus 

of the activity. 
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The total Activity Slack in respect of actiVity 2-7 is shown in 
Figures 5. 

5.9. Negative Slack 

5.9.1. Occurrence of negative slack at the end event, as already 
mentioned, will indicate that the pNject will be in danger with re-
gard to its completion time-Figure 6 below. A typical case with a 
stipulated time (TL) as 87 Weeks is illustrated in this figure. 
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It is very important to note that the negative slack should be com-
pletely eliminated before the plan is implemented. Elimination of 
uegative slack would mean reducing the (TE) value of the end event 
., that it is brought equivalent to its (TL) value. As the (TE) value 
is obtained along the longest path i.e. the Critical Path, this amounts 
to reducing the time of the Critical Path. This is, therefore, known 
.as Compressing the Critical Path. 

SolO. Compressing the Critical Path 

5.10.1. Compressing of the Critical Path can be achieved in one 
er more of the follOWing methods: Re·examination of the Activity 
.Duration Estimates te7s along the Critical Path and reducting any 
excess in those estimates; performing jobs concurrently and con· 
tinuously as explained earlier; reallocating the slack resources to 
the Critical activities, wherever poSSible, with a view to expediting 
them; lowering performance requirements of activities i.e. reducin, 
specification, if possible, consistent with quality and technical re-
quirements; dropping unimportant activities, if any; and as a last 
resort, increasing resources for early completion of the Critical ac· 
tivities, which should be consistent with the cost·econo'Jnics of such 
.a proposition. 
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ENCLOSuu-2 
NETWORK TECHNIQUE (PERT jCPM)-Part-II 

FRAME-WORK OF PROCEDURES TO BE ADOPTED FOR THE 
APPLICATION OF THE NETWORK TECHNIQUE TO PLANNING 

AND SCHEDULING OF PROJECTS 

1. INTRODUCTION 
1.1 The objectives of the Network Technique (PERT jCPM) , its 

advantages over the other planning and contrO'I techniques tradi-
tionally adopted in the construction industry, its basic concepts and 
the principles etc., have all been briefly enumerated under 'Network 
Technique (PERTICPM)-Part 1'. Now, the Frame-work of Pro-
cedures to' be fonowed for the application of the principles of the 
Network Technique to planning and Scheduling of Projects is briefly 
dealt with in the paragraphs that follow. 
2. STEPS TO BE GONE THROUGH IN PROJECT PLANNING' 

2.1. The construction of a project depends primnrily o.n the co-
ordinated, cyclic acti'On of planning, scheduling, reviewing of pro-
gress, making management decisions and implementing corrective 
actions. This cycle may be called the Project Construction Mana-
gement CycLe. It consists of two phases, namely, the Project Plan-
ning Phase and the Project Control Phase. This note deals with 
the Project Planing Phase*. The procedure for project planning. 
by using the Network Technique, will consist of eight steps to be 
gone through in their sequential order. They are: 

(1) deve!'Clping a Work Breakdown Structure of the Project; 
(2) developing a Tentative Master Control Network of the 

entire Project, based on the Work Breakdown Structure; 
(3) preparing Detailed Networks for the different components 

of t1!e Project; 
(4) Integrating the Networks; 
(5) compressing the Critical Path of the Tentative Master 

Network to meet the stipulated date; 
(6) preparing the Modified or the Final Master Control Net-

work; 
(7) scheduling the networks; and 
(8) according Management's approval to' the networks and 

communicating them to all concerned for adoption. These 
concepts are spelt out below. 

*The Project control phase (i.e. monitoring progress of construc-
tion) '~s dealt with in a Separate note. 
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2.2. Developing the Work Breakdown Structure of the Project 

2.2.1. The first step in the early planning stages of a project is 
the identification of its primary objectives within an organiseci 
structure. These major items are further broken down systemati-
cally into smaller elements to successively lower levels, reducing th~ 
complexity of work at each level until it reaches the level upto whick 
planning and control are necessary. A frame-work containing suck 
a break-up is called the Work Br~kdown Structure of the project. 
This break-up depends on the size and complexity of the project. 
Such a frame-work will ensure that all the work required to achieve 
the project objectives is included in the project plan; and that th~ 
objectives are established for each work element of the project als. 
and will form the very basis for all further planning and control. 
Figure I-A is an example (indicative) of a Work Breakdown Struc-
ture for a Fertilizer Project. 

2.3. Developing the Tentative Master Control Network 

2.3.1. With the completion of the Work Breakdown Structure, a 
work plan for achieving the project objectives need to be developed 
in the form of a Network, organised in accordance with the Work 
Breakdown Structure. This Network should contain all the major 
events and gross blocks of work in the construction plan and serv~ 
as a summary or management display of the project schedule. This 
initial network is called the Tentative Master Control Network OF 
THE PROJECT. Figure I-B is an example (indicative), developed 
for a Fertilizer Project. Such a Tentative Master Network is gene-
rally based on certain broad assumptions in planning which becom~ 
necessary at the initial planning stage. It is for this reason, it is 
called the Project's Tentative Master Control Network. This Master 
Plan, provides a comprehensive picture of the entire project at a 
glance; determine, at the outset, the project duration approximately; 
identifies the critical major activities of the whole project; assurei 
that no' work elements of the project are overlooked; and providei 
guidelines for developing further detailed networks. 

2.4. Developing detailed networks for the elements of the project 

2.4.1. The next step is to develop detailed networks for each 
major element of the project, (say, Urea Plant-Fig. I-C), based 
on the Work Breakdown Structure. These are developed to the 
depth of detail necessary and will provide most of the information 
needed for firm planning at the operating level. While developing 
these networks, all earlier assumptions would get clarified. The 
numbr of detailed networks required for a project depends on the 
complexity and magnitude of the project. 
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2.5. Network Integration 

2.5.1. The process of breaking the networks into Master and 
several detailed networks creates problem of ensuring consistency 
and coordination among all these networks. This is accomplished 
by Network Integration where information is transferred from one 
network to another and all the networks are adjusted So that they 
present a consistent work plan of the whole project. 

2.5.2. An example. of network integration is illustrated in figureR 
2A, 2B and 2C. It explains coordination of activities that has to be 
brought about amongst Ammonia, steam and Water Plants. It 
shows the following features: (i) The requirements of boiler-feed-
water can be determined (event No. BOO) only after the specifica-
tions for the steam plant (event No. 901) and Ammonia plant (event 
No. 202) have been finalised; (ii) specifications for cooling tower 
and pumps can be determined (event No. 500) only after the total 
requirements of cooling water is established (event No. 870); (iii) 
erection of cooling tower should be completed (event NO'. 520) be-
fore trial runs on Ammonia plant can start (event No. 280); (iv) 
water plant is to be ready (event No. 840) befo're starting trial runs 
on steam plant (event No. 930); (v) steam plant should be ready 
(event No. 391) before starting trial runs on Ammonia plant (event 
No. 260). 

2.5.3. Further, by this process, the time of occurrence of the 
inter-related events, i.e. the minimum times required ('rEs) and the 
maximum times allowable (TLS) for the accomplishment of these 
events, get automatically integrated. Establishment of this consis-
tency is also shown in Figures 2A, 2B & 2C. 

2.6, Compressing the Critical Path 

2.6.1. After integrating all the networks and bringing in consis-
tency both with regard to inter-dependencies between the events, as 
well as their times of occurrence, it should be possible to compare 
the project duration as indicated by the Tentative Master Control 
Network i.e., the minimUOl time required far the completion of the 
project (TE value of the end eyent (jf this Tentative Maxster), and 
the one desired by the management i.e., the mavimum time allow-
able for the completion of the project (TL value of the end event). 
If the latter is shorter than the fonner, then the Critical Path on the 
Tentative Master is analysed and compressed by various methods 
provided by the Network Technique to bring back the project dura-
tion (1'£) equivalent to the allowable completion time (TL). 
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2.7. Preparation of the Modified or the Final Master Control Net-
work 

2.7.1. As the Tentative Master Control Network is framed prior 
to developing detailed networks and as the assumptions made ini-
tially get clarified only when the latter are developed, if any chan-
ges are made subsequently in planning and timing during the pre-
paration of the detailed networks, the Tentative Master must be 
mO'dified to reflect these changes. This Modified Master will be the 
Final Master Control Network of the Project. (The concept is illus-
trated in Figures 3A, 3B & 3C). 

:2.8. Network Scheduling 

2.8.1. 'Scheduling' means establishing flrm calendar dates for the 
accomplishment of the events. A date should be conveniently se-
lected between the minimum time required (TE) and the maximum 
time allowable (TL) for the accomplishment of the events. Care 
should. however, be taken to see that as for as possible this date is 
not very near to the (TL) value, because it will increase the criti-
-cality of the events; it should not also be equivalent to the (TE) 
value, because the management will be unnecessarily expediting 
the activities. For the purpose of scheduling, a conversion table-
say, week-to-calendar date-will be helpful. 

2.9. According Management's approval to the networks and com-
municating them to all concerned for implementation 

2.9.1. After finalising the Master and the detailed networks and 
translating them into detailed time tables, the Management should 
accord its approval to the networks and communicate them to all 
concerned in the project for adoption. Thereafter, none in the pro-
ject will have authority to carry out modifications to' these approved 
networks, except the Top Management. 

2,9.2. This brings to the end of the Planning Phase, and the Pro-
ject then moves from Planning Phase to Control Phase. 
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APPENDIX XIX A 

No. 1275-Adv (c) /Cir-79/70 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

BUREAU OF PUBLIC ENTERPRISES 

New Delhi, the 3rd September, 1970 .. 

OFFICE MEMORANDUM 

SUBJEcT:-Adoption oj Network Technique (PER.T/CPM) jor moni-
toring progrelis of p1'Oject construction in Public Sector 
Undertakings. 

The guidelines and the framework of procedures, evolve.d in thf'" 
Bureau, for the application of the Network Techique (PERT /CPM) 
to planning and scheduling of project, in Public Sector Undertak-· 
ings, have been communicated vide Bureau's O.M. No. 32-Adv (c) / 
Cir-63/70 dated the 30th March, 1970 in two sets of Notes viz: 

1. Network Technique (PERT/CPM)-PART I-Appl~cation of 
the Network Technique (PERT/CPM) to Plannilng and 
Scheduling of Project Construction (Basic concepts and 
princinples of the Technique); and 

2. Network Technique (PERT/CPM)-PART-II-Framework of 
procedure to b. adopted for the application of the Net-
work Technique (PERT /CPM) to Planning and Schedul-
ing of Projects. 

The framework of procdures to be adopted for monitoring the 
progress of project construct~on, through the Network Technique 
(PERT /CPM) , evolved in the Bureau is contained in the Note 
e"clolled, viz: 

"Network Technique (PERT/CPM)-PART-III-l'ramework ot 
procedures to ~ adopted for monitoring the progress of 
project Construction through the Network Technique 
(PERT /CPM)". 

The enclosed Note contains the reporting procedures to be' 
followed by projects for monitoring progress, in cases where the-

129 
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Network Technique is adopted for construct~on planning and 
scheduling. The objectives of the procedures outlined are primarily 
twofold, Firstly, it is ~ntended to higlight current critical problem 
areas on every progress review date, predict future sljppages, and 
.aid to initiate timely corrective actions at different management 
levels. Secondly, it is intended to reduce the volume and quantity 
of reporting, because reports which carry a large amount of data, 
·even though they may be of general informat;ve interest, tend to 
obscure points on which managerial analysis is required. 

In this context, it may be noted that the procedure laid down in 
the Note is not a formula or a thumb-rule for solving problems and 
cannot, ~n itself, prevent delays and reduce excessive costs due to 
slippages. Only the correct;vc actions taken by management, at 

·different levels, will lead towards problem solution. Thus, it is 
primarily how the information is analysed, how it is utilised and 
how effectively and rapidly correct;ve action :1re taken, based on 
the flow of informatio.n, which determine the effectiveness of the 
results obtained. The quantity, quality and timeliness of informa-
tion provided are of paramount importance in th;s process. 

Recognising its significant advantages in the area of project 
.control, the Administrative Reforms Commission has also, recom-
mended that Network Technique should be adopted for monitorjng 
the progress of construction. 

The Ministry of Industrial Development, Internal Trade and 
,Company Affairs etc., are kindly requested to bring this to the notice 
of the Public Sector Undertakings under their administrative con-
trol, and to the Dj,rectors on the Board of Management thereof for 
their guidance and adoption. 

'To 

(A. N. BANERJI) 
Addl. Secy. to the Govt. of India. and 

DiTectO'T-Gene~al, BUTeau of Public Enterpmes. 

All Ministries/Departments of the Government of India. 
All F As in the Department of Expenditure. 
All Public Sector Undertakings. 
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NETWORK TECHNIQUE (PERT/CPM)-PART-1I1 

FRAME-WORK OF PROCEDURES TO BE ADOPTED FOR MONI-
TORING THE PROGRESS OF PROJECT CONSTRUCTION 

THROUGH THE NETWORK TECHIQUE 

1. INTRODUCTION 

1.1. In Bureau's Circular O. M. No. 32-Adv(c)/Cir-63/70 dated 
the 30th March, 1970, the basic concepts and principles of the Net-
work Technique (PERT/CPM) have been briefly enumerated u.nder 
PART-I of the Note, attached to the Circular. The Framework of 
procedures to be followed for the application of its principles to 
planning and scheduling of projects has also been indicated 'in 
PART-II of the Note. This Note, PART-III, deals with the Control 
Cycle, i.e. the application of this technique to controlling/monitor-
tng the progress of project construction. 

2. MONITORING DEFINITION. 

2.1. In PART-II of the Note, referred to in the preceding para-
graph, 'it is mentioned that after the Master and the detailed net-
works have been assigned sche.dule dates, duly approved by the 
Top Management, the concerned officers will have to adhere to the 
time table given in the networks for the execution of works. Moni-
toring of progress means periodic checking of progress of work:-
against the targets laid down in order to ensure timely completion 
of the project. For this purpose, 'it would be f1ecessary that infor-
mation flows from the field to higher authorities, through the means 
of a Reporting System. 

2.2. The characteristics of an effective reporting and control 
system should be such that it should be able to: 

(i) Summarise relevan\ information of the status of the 
various components of the project in such a manner as 
to br~ng most critical activities directly to the attention 
of the project management at appropriate levels; and 

(ii) Highlight deviations from the original plan, and indicate-
the effect of such deviations on the completion of the 
project as a whole. 

132 
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The monitoring process, through the Reporting System, basecl 
.on the Network Tech,n'lque (PERT /CPM), is discussed in the follow-
ing paragraphs. 

3. MONITORING PROCESS 

:1.1. Levels Of Reports 

3.1.1. For carrying out the monitoring process, there can be 
generally three levels of reports in a project, as under, in additioll 
10 the 'Field RepO'T'ts' which emanate from the field officers: 

Level III Re.ports : Inte~ded for the Branch Heads of Civil, 
Mechanical, Electrical etc. who are directly in charge of 
construction. 

Level II Reports: Intended for the Managing Directorl 
the General Manager/the. Chief Construction Executive. 

Level I Reports: Intended for the Ministry/the Board of 
Directors. 

The flow pattern of these reports is illustrated in Figure 1. 
(Enclosed) . 

:3.2. Updating Of Networks 

3.2. 1. Based on these reports, the networks developed for a par-
ticular project, will have to be updated periodically, say every 
month, in the light of progress achieved. That is, activities and 
events are completed, the actual times taken for their completion 
are noted and their effects on future portion of the work analysed. 
Only such updating can portray the current status on every report-
ing date. The principles of the technique will then help predict 
the effect of a particular delay on the future work, or on the overall 
completion of the project and focus management's attention for 
timely corrective action. 

The reports mentioned above are discussed briefly in the para-
graphs that follow. 

4. FIELD REPORTS 

4.1. The Field Officers are requ~red to report the actual progrp.!ls 
io the respective Branch Heads-Civil, Mechanical, Electrical etc., 
periodically, say once a month, with reference to pla.nned targets. 
For obtaining this information, the Branch Heads should hAve 
effective profoOTmae. Such field reports should cover both 'time. 
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~ occom.plish-ments' as well as 'quantities achieved' against the-
aeheduled targets on various items of works relating to each project 
component. 

4.2. Two kinds of proformae, one to cover the time aspect, and 
the other, the quantity aspect, relati.ng to a fertilizer project have 
been shown as typical examples in Figures 2 and 3 (Enclosed). 
The Construction Planning Cell should distribute them to the field 
officers, every month (the necess:ty for the creation of Construc-
tion Planning Cell is discussed later ~n this Note). Before distribu-
Uon, the scheduled date columns of Figure 2 and the scheduled 
quantity columns of Figure 3 should be filled-in by the Construction 
Planning Cell. The dates for the former should be derived from 
the approved networks and the quantit:es for the latter, from the 
original targets set out by the malnagement. However, it is not 
necessary to fill-in all the columns of these proformae, upto the epo 
date of the project (i.e. the commissioning date), every time it i:; 
circulated to the field officers, but it would be necessary to fill-in 
the columns only upto the relevant date of review of progress. The 
procedure to be adopted;n this regard should be that in respect of 
every reporting date, the columns pertaining to the period in ques-
tion should only be filled-in, allowing an extra period of, say abC'ut 
3-6 months beyond the reporting date, to facilitate reporting (,f 
accomplishments of events ahead of schedule. The Construction 
Pla1);Iling Cell should decide about th~s extra period for every re-
porting date. Similarly, the past dates, both scheduled as well as 
actual accomplishments of events, which will be only historical, 
should also be filled-in by the ConstrucLon Planning Cell, before 
circulating the field reports proformae to the field officers, every 
month. This will save much of the time of the field officers in filling 
them up. The field officers should, periodically, say monthly, fill-in 
the actual dates of occurrence of the events and the quantities 
achieved and send them back to' their Branch Heads in duplicate. 
The latter should send one copy of these to the Construction Plann-
ing Cell so that they become authentic documents to the Cell. 
(Flow Chart at Figure 1). 

5. LEVEL III REPORTS 

5.1. Based on the informationconta;,ned in the field reports, the 
Construction Planning Cell should prepare the Level III Reports 
on behalf of the Branch Heads. In order to make these documents 
authentic, the Cell should obtain the signatures of the Branch Heads 
in these reports, a,nd then send them on to the latter for their own-
use for monitoring their works (Flow Chart at Figure 1). 
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The following are the Reports: 

(i) Status Report for 'Individual components of the Project-
Monthly. 

(ii) Summary Report of performance of work (this is supple-
ment to status report mentioned above)-Monthly. 

(iii) Milestone Chart for individual components of the pro-
ject-monthly. 

These are d~scussed below: 

5.2. Status Report for Individual Components of the Project-Monthly 

5.2.1. This report (Figure-4) is a summary of the most critical 
milestones which are next to be completed in respect of each section 
of the project c. mponent, on the date of reporting. It is a simpl~ 
proforma which will be effective in bringing i,nformation on the 
status of the projl'ct component in question. The proforma is self-
explanatory, and the description of each column has be~n gi'len in 
it. All the sections 01 project component-shoUld be included in the 
report in order to show the overall status. The milestones shown 
in the report should be those defined in the detailed network of the 
compon~nt. At the time of reporting, among several milestones 
which are next to be completed in each section, it has to be identi-
fied as to which specific milestone has the least event slack, becCluse 
it is the degree of slack which determines the criticality of an event. 
Only such a milestone has to be defined as 'most critical' on the dat~ 
of reporting, and included itn the report. If several milestones from 
the same section have the same slack value (least), but diffeTfmt 
dates of accomplishment, normally, the one to be completed nearest 
to the date of reporting should be shown. On the other hand, if more 
than one milestone from the same section have i.ndentical slack 
value (least), and are to be finished at the same time, then all of 
them may be reported. The report, therefore, highlights a current 
event which has least slack, and indicates its current effect as well 
as its effect on the project completion date, if no action is taken by 
the Ma.nagement. The report is thus, predictive in nature, and 
quickly shows where immediate attention is required. This should 
be prepared as a monthly report. 
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(V) Project Expenditure Progress Chart-Quarterly. 

The details of the Level II Reports are discussed below: 

6.2. Project Status Report-Monthly 

6.2.1. While the report mentioned in para 5.2.1. (Figure-4) shows 
the status of each component of the project for monitoring progress 
at the field level, the Project Status Report will indic~te the status 
of the entire project as well as its com:ponents, for controlling prog-
ress by the top level management. The format is the same as that 
mentioned in para 5.2.1. (Figure-4) and will have identical columns. 
It is to be prepared as a monthly report. The report is a summary of 
those milestones, which are the most critical on the entire project, 
and which are next to be completed on the date of reporting. It will 
indicate, on any reporting date, the current startus of the Total Pro-
ject and its components, highlight deviations from the original sche-
duled plan, and indicate the effect of such deviations on the project 
completion date. The milestones shown as most critical are those al-
ready defined in the Master and detailed networks. The report will 
highlight critical problem areas so that top management takes early 
decision for timely corrective action. The General Managerlthe Chief 
Construction Executive should record his specific recommendations I 
views, if any, in respect of each item, under the remarks column of 
this report before submitting it to the Managing Director (Flow 
Chart at Figure-I). 

6.2.2. A typical example, prepared for a fertilizer project, is shown 
in Figure-7. The report is self-explanatory, and the column descrip-
tions are given at the bottom of the report. 

6.3. Summary Report of Performance of Work (Quantitatively) (Sup. 
plement to Project Status Report)-Monthly --6.3.1. Thill report is the same as that described in para 5.3.1. (Fig-

ure-5) except that it relates to the whole proje<.:t. This should also be 
a monthly report, and supplement to Project Status Report. While 
the latter gives the status of the most critical milestones of the pro-
ject, the former would give the achievements in respect of the same 
milestones in their quantitative terms, viz. cubic metres of concrete 
laid, masonry erected; tonnes of equipment received, eqUipment 
erected etc. Through this report the achievements are thus compared 
with the scheduled quantities. In this report also, the General Mana-
gerl the Chief Construction Executive, should record his specific re-
commendationslviews, if any, in respect of each item, in the remarks 
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column of thk report before submitting it to the Managing Director-
(Flow Chart at Figure-I). 

A typical report is shown in Figure-B. 

6.4. Project Milestone Chart-Monthly " 
6.4.1. This chart will show the status of all the components of the-

project in terms of their ~lestones and will include the common 
items. The break-up of the items will be in accordance with the Pro-
ject Work Breakdown Structure (defined in Part II of the Note). In 
order to provide clarity, and to make this report simple and effective 
for top management, only very few and significant milestones should 
be chosen for display. The cbart will include the scheduled milestones 
and highlight the critical <:meso It should be updated monthly 
showing completed milestones, slippages, likely completition dates 
etc .. by using different notations. 

6.4.2. A typical chart for a fertilizer project is shown in Figure-9. 

6.5. Project Schedule Outlook Chart-Quarterly 

6.5.1. This chart has been designed as a quarterly report, (Figure-
10) for use by the Managing DirectorlGeneral ManagerlChief Cons-
truction Executive. It has to be used as a display and is intended to 
show, every quarter, the status of the whole project, viz. whether 
the project is on schedule, ahead of schedule or behind schedule. This 
will rerve as a best indicator to assess the effectiveness of manage-
ment's decisions, and its control over monitoring the progress of cons-
truction. 

6.6. Project Expenditure Chart-Quarterly 

6.6.1. In addition to the schedule aspect of the project, the top 
management will also be keen to watch periodically, the current 
cost overrunlunderrun in relation to the scheduled expenditure. An 
expenditure progress chart has, accordingly, been designed for the 
purpose (Figure-H) which can be used as a quarrerly progress re-
port. The Chart will show the acual expenditure against scheduled. 
In addition, it will indicate the revised expenditure targets, the-
antiCipated cost overrunlunderrun, the original estimated cost and: 
the revised estimated cost. The chart can also show the revised esti-
mated completion date in relation to the original estimated comple-
tion date and the anticipared schedule slippage. Through this chart,_ 
the top management can examine the schedule and cost aspects at 
a glance. 



7. LEVEL I REPORTS 

7.1. Project Status Report-Quarterly 

7.1.1. As discussed earlier, Level I Reports are intended for the 
Board of Directors Ministry. To make progress reporting simple and 
effective at this level, only one report viz. Project Status Report, 
may be prepared, quarterly. The form (Figure-12) is the same as 
that explained in paragraph 6.2.1. (Figure-7). The status of the Total 
Project (ahead, on or behind schedule) should be shown as the 
first ietrn. Routine progress on all components need not be shown. 
Instead, the most critical problem areas requiring attention! action 
of the Board of Directors1Ministry alone need be included. Such a 
report thus avoids unnecessary and unwanted information at this 
level and focuses attention on problems. 

8. MANAGEMENT DECISION AND ACTION 

8.1. Based on the analysis of the reports described above, the 
management, at each level, can determine where action is ne~ssary. 
Normal1y, when there is a slippage, which is likely to cause a µelay 
in the overall completion of the project, it shouia be possible to 
catch up and get back on the schedule by analysing the network and 
compressing the time on future activities on the critical path. The 
techniques of compressing the critical path discussed earlier in 
PART-I of the Note are used and the effect of alternative actions 
stimulated in the network. The management decisions are made and 
future actions decided. 

8.2. However, when the delay is of such magnitude that it is 
not possible to compress all the time on future activities, or if it is 
too costly, then revision of the original schedules should be consi-
dered. 

9. INTEGRATED APPROACH FOR PLANNING AND PROGRESS 
REPORTING, AND CREATION OF A CONSTRUCTION 
PLANNING CELL 

9.1. The successful implementation of the planning and control 
procedures described in these Notes (PARTS I, II and III), can be 
effectively accomplished only by setting up a separate Construction 
Planning Cell directly under the control of the top management. 
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n 
under· this 
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be the nom
ericlature 

~~e :~ject com
ponent in question, so that this item
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m
ary atalal 

<>f the com
pc;!nent. 

'i bsequent item
s should Ile the different 

s.:..:tiC"DS 
of 

the 
l:<•m

poneot. 
If, 

h~ yever 
1hc 

structure 
is sm

all :inJ 
if lhcre are 

no tlc:fined 
sections 

as 
su~h, t~n the subse_<1uent 

it.:_ms 
~o be 

show
n. w

ill be the functional 
w

ork1 
such as civil, m

echanical, electrical, m
strum

cntahon etc. 

The 
m

ilestone to be show
n against e:ich item

 should 
be 

the 
m

ost 
critical 

mil~stone for that ilem
 (w

ith 
the 

least event slack 
as indicat~d 

in the N
et· 

w
ork) w

hich 
i~ ne~t to he com

pkted. on 1he dare of 
reportm

i;. 
1f several 

m
ilestones 

have the oam
 c slad: value:, but differcnl schedule dates, the one 

10 be com
rleted nearest 

to the date of report should be sho\\n in the report. 
l.f 

m
ore rhan one m

ilestone 
have idcnti~I <lack ,·alue and schedule _dates, 

lhcn 
all o

f them
 m

ay be show
n. 

Tiie m
1ks1oncs m

ay be, preferably, 10 the 
order or 

their 
criticality. 

The m
ilestone num

bers to be show
n under this coluU

Jn 5hould be the &ame at 
thOIO adopted in the approved octw

orks. 

This 
is the schtdule 

date 
for the accom

plishm
ent of the m

ilestone, as per 
appro'Ved netw

orks. 

This is TL of the M
ile.stone as per approved netw

orks. 

Thi• is 
the date, assessed 

by the Branch H
eads for 

the accom
plishm

ent of 
the event, on the date of reportina, taking into account the delays that have 
alrelcly oocurred and other likeJy im

pacts thueof. 

Slack value, for the purpose of this colum
n, w

ill be the difl'ereru:e betM
CD the 

A!SC55Cd U
kely C

om
pletion D

ate and the Latest A
llow

able D
ate. 

In case 
of ecbcdule slippage, problem

s should 
be described in brief. 

The 
im

l)K
t 

of 
schedule slippa,e 

on 
subsequent 

m
ilestones 

should 
be 

indicated briefly. 
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Action talten by the B
ranch H

eada (Executives diRCtly in charge of w
ork), to 

overcom
e the problem

s, should be stated briefly. 
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If action has to be taken· by top m
anagem

ent, to o
~
o
m
e
 the 
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s, 

such actions as are recom
m

ended by B
ranch H

eads, should be briefly indi-
cated under this colum

n. 

A
ny 

cost im
plications that m

ight arise 
either due to the slippage that baa 

oocuned 
or due to rem

edial actions taken by the m
anagem

ent, to o
~
 

the 
problem

s, should be indicated under this colum
n. 

A
ny sencral rem

arks on each item
 m

ay be w
ritten under this colum

n. 
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r:iclivery oC · Synthe-
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Tartet not athieved due to labour trouble. 

162 

168 

169 

170 

w
ork. 

work. 
(b) 9000 

cubic 
m
e
t
~
 

oC 
C

O
ii-

~
 

2900 
TODM

$ 
(J{ 

equipm
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The first item
 to be show

n under this colw
nn should be 'Total Project'. Sub-

sequent item
s should be the m

ajor break-up (divisions) of Project, viz.' 
M

ain 
Plants', 'A

,ncillary Plants', 'A
ncillary facilities' etc. 

U
nder this cotum

n:'·the first item
 should indicate the sum

m
ary status of 

th: 
entire project. 

The 
subsequent item

s should indicate the status of .:ach 
project rom

poocnt. 
Functional w

orks such as Civil D
esign, 

C
ivil W

orks 
M

echanical En:x:tion etc. are not in.eluded in this colum
n, bccau:;e the pur-

pose of this report is to show
 the o

~
I
 status of each com

ponent {structure). 

The 
m

ilestone to be show
n against each item

 should be the m
ost critical m

ile 
stone 

for that item
 (w

ith the least event slack as indicated in the 1'etw
ork 

w
hich 

is next to be com
pleted, on the date of reportio1. 

If several 
m

ile 
stones have the sam

e slack value, but difl'creot schedule dates, the one 
to be com

pleted 
nearest to the date of review

 should 
be show

n in the re-
port. 

If m
ore than one m

ilestone have identical slack values and schedule 
dates, then all of them

 m
ay be s

h
o
w
~

. 
T

he m
ilestones m

ay 
be, preferably, 

in the order of their criticality. 

The m
ilestone num

bers to be show
n under this colum

n should be the sam
e as 

those a
d
o
p
~
 in the approved netw

orks. 

This 
is the schedule date for the accom

plishm
ent of the m

ilesti>ne, a> per 
approved netw

orlcs. 

This is TL 
of tbe M

ilestone a> per approved netw
orks. 

This is the date, assessed by the B
ranch H

eads for the accom
plishm

ent 
of 

the event, on the date of reporting, taking into 8':COunt the delays that ha\'e 
lllready occurred and other likely jm

pacts thereof. 

Slack value, for the purpose of this colw
nn, w

ill be lbe difference betw
een the 

Asscsscd Likely C
om

pletion D
ate and the Latest A

llow
able D

ate. 

lo case of schedule slippaae, problem
s should be described in brief. 

The im
pact of schedule slippage on subsequent m

ilestones should be indi-
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9.2. This Cell can most effectively provide the guidance and as-
sistance in obtaining uniformity in planning approach, implemen-
tation of methods and integration in progress reporting. This Cell 
assumes the role of a service orgijnisation. implementing the Net-
work System, collecting all data, processing and analysing them for 
management use and preparing the different reports required at 
each level of management. 

9.3. The organisational structure should be such that the Cons-
truction Planning Cell works under the direct control of the Manag-
ing DirectorJGeneral MangerJChief Construction Executive of the 
Project. The strength of the Cell will depend upon the magnitude 
and complexity of the project. It is, therefore, necessary to deter-
mine the strength in each case, separately, according to the actual 
needs. The head of the Cell should have adequate knowledge and 
experience of the applications of Network Technique, and his status 
should be sufficiently high in the projectjundertaking to enable him 
to function effectively while dealing with the Heads of different 
branches-Civil, Mechanical, Electrical, Designs, stores and pur-
chases etc. 

9.4. It is highly essential to have, in the Cell, one or more officers, 
according to the needs, whose responsibility should be to keep an 
effecti~ liaison between the field and the planning Cell. Their func-
tions, 'among other works relating to the Cell, should be to closely 
watch the progress of the works in the field, render necessary assis-
tance to the field officers in the matter of collection of required data, 
preparation of field reports etc., and to see that these reports reach 
the Construction Planning Cell, timely. It is on this timely recei.pt 
of the field reports, the whole process of Progress Reporting System 
will be dependent. 



APPENDIX XX 
No. 1(7)!DAP(R)l69' 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
Bureau of Public Enterprises 

(Production Division) 

·--
··1 

New Delhi, ti¥ 2nd M(//Jf(!h,, lm:I 

OFFICE MEMORANDUM 

SUBJECTs-67th Report of the Committee on Publ'iC Un<i£1ltakings 
(IV Lok Sabha) on Production M'Gllagement..Recom-
mendation No. 42, para 9.9 ... 

The undersigned is directed to enclose extracts of recommenda• 
tion No. 42, para 9.9 from the 67th Report of the Committee on 
Public Undertakings (IV of Lok Sabha) on Production Mana~ment 
and to say that Government have agreed with this recommendation. 
'The Ministry of Industrial Development, etc., are requested to advise 
the enterprises under their control that the subject of planned pre-
ventive maintenance is very important and it should be placed on 
.a proper scientific footing in the light of experience iained and after 
making sure that the system did not lead to duplication, over-lapping 
or ov.er staffing and in the case of enterprises not having any planned 
preventive maintenance, they should be advised to introduce such 
preventive maintenance proformance as early as :t>OSsible. ht this 
context utilization of modern management tools and techniques like 
PERT, CPM, SQC, etc., should a•lso be introduced and employed to 
derive maximum advantage in implementing the programmes. The 
enterprises may also be requested to note the Committee's recom-
mendation that unreasonable increase of staff strength on this ground 
may be resisted by them wherever possible. A copy of the instruc-
tions issued to the enterprises may be endorsed to the Bureau of 
Public Enterprises for information. 

To 

Sd/- S. JAGANNA:RAYANAN, 
Under Secretary to the Government of India. 

All Ministries/Departments of Govt. of India. 
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APPENDIX XXI 

No. 1(7)IDAP(R) 69 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

Bureau of Public Enterprises 
(Production Division) 

New Delhi, th-e 16th January, 1971 
OFFICE MEMORANDUM 

SUBJECT: -67th Rtep0rt of the Committee on Public Undert¥J.kings 
(4th Lok Sabha) on Production Management. 

The undersigned is directed to enclose extracts of Recommenda-
tion No. 43 from the 67th Report of the Committee on Public Under-
takings on Production Management and to say that Government have 
agreed with this recommendation. The Ministry of Industrial Deve-
lopment, etc., are requested to issue suitable instructions to the 
undertakings under their control for future guidance and compliance 
including progress report on implementation and endorse a copy of 
their instructions to the Bureau of Public Enterprises in due course. 

To 

Sd/- S. JAGANNARAYANAN, 
Under Secretary to the Government of India. 

All Ministries/Departments of Govt. of India. 
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APPENDIX XXll 

No. 1(7)JDAP(R)l69 
GOVERNMENT OF. INDIA 
MINISftY OF'PINANCE 

Bureau of Ptil>lic Enterprises 
(Production Division) 

New Delhi, the 2nd March, 1971 

OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on Public Undertakings 
(IV Lok Sabha) on Production Management-Recom-
mendntion No. 44, para 9.15. 

The undersigned is directed to enclose extracts of recommendation 
No. 44, para 9.15 from the 67th Report of the Committee on Public 
Undertakings on Production Management and to say ·that Govern-
ment have agreed with this recommendation. It is noticed from 
the replies that many Public Sector enterprises have developed their 
own cadre (1f maintenance experts and that no foreign technician is 
retained for this purpose and that some engineers are also sent 
abroad for training in foreign factories wherever necessary. How-
ever, in view of the importance to develop a cadre of maintenance 
experts to handle major overhaul and capital repairs in all the major 
enterprises with a view to reduce India's dependence to the minimum 
on foreign experts, the Ministry of Industrial De\l\:!lopment, etc., are 
requested to communicate the views of the Committee and Gov-
ernment's decision thereon for appropriate action. A copy of the 
instructions issued to the enterprises may be endorsed to the Bureau 
of Public Enterprises for information. 

To 

Sd/- S. JAGANNARAYANAN, 

Under Secretary to the Government of India. 

All Ministries/Departments of Govt. of India. 



APPENDIX XXlll 

No. 1 (7) [DAP(R) [69 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

Bureau of Public Enterprises 
(Production Division) 

New Delhi, the 2nd March, 1971 

OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on 
(IV Lok Sabha) on Production 

mendation No. 45, par:a 9.25. 

Public Undertakings 
Managenient-Recom-

The undersigned is directed to enclose extracts of recommendation 
No. 45, para 9.25 from the 67th Report of the Committee on Public 
Undertakings (IV Lok Sabha) on Production Management and to 
say that Government have agreed with this recommendation. The 
Ministry of Industrial Development, etc., are requested to direct the 
enterprises under their control to examine the system of maintenance 
in force in their plants, identify the weaknesses and determine the 
corrective steps required to remedy the state of affairs without any 
loss of time. They should also ensure that the enterprises include 
in the Annual Reports submitted by them adequate information on 
(i) the extent of downtime each year due to breakdowns, Main-
tenance shut-down and other reasons; (ii) the losses in production 
rnffered on account of downtime; and (iii) briefly the major ste::is 
which the enterprises have taken and plan to take to arrest the 
rising trend in downtime so that Government and Parliament 
may be kept in touch with the state of maintenance in the plants in 
the Public Sector enterprises. A copy of the instructions issued to 
the enterprises may be endorsed to the Bureau of Public Enterprises 
for information. 

To 

Sd/- S. JAGANNARAYANAN, 
Under Secretary to the Government of India. 

All Ministries/Departments of Govt. of India. 
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APPENDIX XXIV 

No. 1(7)jDAP(R)j69 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

Bureau of Public Enterprises 
(Production Division) 

New Delhi, the 16th January, 1971 

OFFICE MEMORANDUM 

SUBJ!JCT: -67th Report of the Committee on Public Undertakings 
4th Lok Sabha) on Production Management. 

The undersigned is directed to enclose extracts of Recommenda-
tion No. 46 from the 67th Report of the Committee on Public Under-
takings on Production Management and to say that Government 
have agreed with this recommendation. The Ministry of Industrial 
Development, etc. are requested to issue suitable instructions to the 
undertakigs under their control for future guidance and compliance 
including progress report on implementation and endorse a copy of 
their instructions to the Bureau of Public Enterprises in due course. 

To 

Sd/- S. JAGANNARAYANAN, 
Under Secretary to the Government of India. 

All Ministries/Departments of Govt. of India. 
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APPENDIX XXV 
No. 2(43)/66-F.I. 

GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

(Department of Coordination) 
Bureau of Public Enterprises) 

New Delhi, the 5th September, 1966. 
OFFICE MEMORANDUM 

SUBJECT: -Cost control in Public Sector Undertakings-Submisswn 
of Cost data, etc to the Board of Directors. 

Thll undersigned is directed to state that it has been observed that 
the many public seck>T undertakings adequate cost records are not 
maintained and linked with the Financial Accounts. There is also 
delay in preparation of Cost statements. It is, however, of utmost 
importance that cost data is presented regularly and promptly to 
the Board of Direct"Ors to enable them to take corrective action and 
policy decisions. The Finance Minister has emphasised in this con-
nection the utmost need for cost consciousness, and has stated that 
all relevant information should be made available by the manage-
ments to the Boards of Directors so that the latter could keep a con-
tinous watch on costs. He has also pointed out that productivity 
should be carefully watched, and for this purpose necessary work 
studies undertaken. Control of Inventories is another matter to 
which attention should be given by Board of Directors. 

2. Ministry of Industry, etc. are, therefore, requested to bring 
these observations to the notice of the Board of Directors of the 
Public Enterprises with which they are concerned. The Board of 
Directors may draw up detailed procedure to ensure that cost analy-
sis is made promptly and watched carefully, that cost statements are 
fully reconciled with Financial Accounts, that productivity studies 
are undertaken and regular system of invenflary control introduced. 

To 

Sd/- B. C. DAS GUPTA 
Fmance Officer 

All Ministries/Departments of Govt. of India. 
All P'.As in the Department of Expenditure. 
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APPENDIX XXVI 

No. 46[Adv-F[BPE[68[12 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

(Bureau of Public Enterprises) 

New Delhi, the 12th September, 1968 

OFFICE MEMORANDUM 

SUBJECT: -Financial Management in Public Undertakings-15th Re-
port of the Committee on Public Undertakings-Need 
for developing efficient eost accounting system. 

The Committee on Public Undertakings in its 15th Report on 
Financial Management in Public Undertakings have observed as 
under:-

'The whole econom :c success of any project depends on an 
efficient and accurate system of cost control. The Com-
mittee w0uld, therefore, urge that a proper costing system 
should be introduced in all public undertakings. Without 
a proper costing system, it will not be possible to fix 
the prices correctly to exercise adequate control over 
various elements of cost.' 

'The Committee further consider that since the detailed project 
report is the basis of judging the profitability of a project, 
Government should insist that an estimates of the cost 
of production ·must ··be included in the detailed project 
report. The vast experience· gained so for in establishing 
and running of industrial projects should be utilised in 
malting available 1lo the consW.tants,jcollaborators such data 
as .may be required by them for correctly estimating the 
cost of production and for making an independent check 
of the estirhate made by them.' 

'The Co~ttee consider that each undert~ing. will be in the 
best PQl!itlon to judge whether or .not the integrated system 
of cost and financial accounts would be suited to it. But 
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whatever the system, collection of cost data should ut! 
completed . as speedily as possible. It will be seen from 
the statement at Appendix XVI that in a number of 
undertakings, the compilation of cost data takes more than 
a month's time, and in some cases it takes as much as three 
months. Prompt steps for cost reduction can be taken 
only if full data for cost analysis is readily available. The 
Committee therefore recommend that the undertakings 
should gear up their costing organisations so that cost data 
is compiled by each undertakings within the shortest 
:possible time.' 

'The Committee feel that introduction of standard cost is very 
necessary for exercising effective cost control. The stand-
ard cost should be calculated on the basis of normal levels 
of activity and efficiency and should be reviewed periodi-
cally so as to take into accounts changing conditions. There 
may be some difficulty in expressing the standard cost in 
monetary terms, as due to the all round increase in price, 
standard cost is likely to become out of date very often. 
The Committee, therefore, onsider that it will be advan-
tageous to lay down physical norms for determining 
standard cost, i.e., the quantity of materials that should 
be consumed per unit of end product, labour hours, machine 
hours, etc., per unit of end products.' 

2. Government have accepted these recommendations and attach 
great importance to an efficio.?nt development of cost 
accounting system in all undertakings. In this connection 
reference also invited to this office circulated No. 2 ( 43) !66 
dated 5th September, 1966 (copy enclosed). In the case 
of manufacturing industries, it will be desirable to develop 
an integrated system of cost and finance accounts so that 
the necessity 'Of request reconciliation of figures between 
fi11ancial figures and cost accounts '.s avoided. StandRrd 
costing has been recognised as an essential management 
tool for the purpose of cost c-Jntrol. Standard costing 
provides the necessary data against which actual perfor-
mance can be compared and variations determined for 
initiating necessary remedial measures. 

3. The Ministry of Industry etc. are requested to bring to the 
contents of this O.M. to the notice of the undertakings 
under the contr·J1 and impress upon them the need to or-
ganise a sound cost ac-counting system based on integrat-
ed system of accounts wherever possible and also develop 
the standard costing at a every early date. 
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4. It is suggested that the progress made in this direction be in-
timated to the Bureau of Public EnteI?rises at an early 
date but not later than 31st December, 1968. 

Sd/- P. GOVINDAN NAIR, 
Secretary to the Govt. of India and Director-General, 

Bureau of Public Enterprises. 

All Ministries/Departments of Govt. of India. 
Copy to the Financial Adviser. 



APPENDIX XXVll 

No. 2(4~) J66-F.I. 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

(Department o( Coordination) 

Bureau of Public Enterprises 
New Delhi, the 5th September, 1966 

OFFICE MEMORANDUM 

SUBJECT: -Cost control in Public Sector Undertakings-Submission 
of Cost data, etc. to the Board of Directors. 

The undersigned is directed to state that it has been observed that 
in many public sector undertakings adequate cost records are not 
maintained and linked with the Financial Accounts. There is also de-
lay in preparation of Cost statements. It is, however, of utmost import-
ance that cost data is presented rPgularly and promptly to the Board 
of Directors to enable them to take corrective action and policy 
rlecisions. The Finance Minister has emphasised in this connection 
t[,,c utmost need for cost consciousness, and has stated that all rele-
vant information should be made available by the managements to 
the Boards of Directors so that the latter could keep a continuou.s 
watch 0n costs. He has also pointed out that productivity should 
be carefully watched, and for this purpose necessary work studies 
undertaken. Control of Inventories is another matter to which 
a·,tention should be given by Boa!'d of Directors. 

2. Mini~try of Industry, etc. are, therefore, requested to bring 
these observations to the notice of the Board of Directors of the 
Public Enterprises with which they a~ concerned. The Board of 
Di:rectors may draw up detailed procedure to ensure that cost 
analysis is made promptly and watched carefully, that cost state-
mP.nts are fully reconciled with Financial Accounts, that productivity 
studies are undertaken and regular system of inventory control 
introduced. 

To 

Sd/- B. C. DAS GUPTA, 
Finance Officer 

All Ministries/Departments of the Government ('If India. 
All F.As. in the Department of Expenditure. 



APPENDIX XXVlll 

No. 46IAdv-FJBPEl68J12. 
GOVERNMENT OF INDIA 
MINISTRY OB PIHANC?.£ 

(Bureau of Public Enterp~h;es) 

New Delhi, the 12th September, 1968 

OFFICE MEMORANDUM 

SUBJECT: -Financial Manag·ement in Public Undertakings-15th 
RIB-port of the Committee on Public Undertakings-Need 
for developing fficient cost accounting system. 

"J'he ~ommittee on Public Undertakings in its 15th Report 0n 

"'inanciaJ Management in Public Undertakings have observed as 
under:-

''l'h~ whole economic succ~ss of any project depends on an 
efficient and accurate c;ystem of cost control. The Com-
mittee would, therefore, urge that a proper costing system 
should be introduced in all public undertakings. Without 
a proper costing system, it will not be possible to fix the 
prices correctly to exercise adequate control over various 
elements of c·O"st.' 

•'fhc Committee further confider that since the detailed proje1:t 
11>port is the basis of judging the profitability of a project, 
Government should insist that an estimates of the cost 
of production must be included in the detailed projed 
report. The vast experience gained so far in establishing 
and running of industrial projects should be utilised 
on making available to the consultants!collaborators such 
data as may l:-a required by them for correctly estimating 
t~e cost of production and for making an independent 
check of the estimate made by them.' 

'The Committee consider that each undertaking will be in the 
best position to judge whether or not the integrated system 
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ot cost and financial accounts would be suited to it. But 
whabever the system, collection of cost data should be 
completed as speedily as possible. It will be seen from 
Ute statement at Appendix XVI that in a number of under-
takings, the compilation of cost data takes more than a 
month's time, and in some cases it takes as much as three 
months. Prompt steps for cost reduction can be taken 
only if full data for ('ost analysis is readily available. 
The Committee therefore recommend that the undertak-
ings should gear up theIr costing organisations so that cost 
data is compiled by each undertaking'S within the shortest 
possible time.' 

'The Committee feel that introduction of standard cost is very 
necessary for exercising effective qost control. The 
standard cost should be calculated on the basis of normal 
levels of activity and efficiency and should be reviewed 
periodically so as to take into accounts changing condi-
tions. There may be some difficulty in expressing the 
standard cost in monetary terms, as due to the all round 
increase in price, standard cost is lilrely to become out 
of date very often. The Committee, therefore, consider 
that it will be advantageous to lay down physical norms 
for determining standard cost, i.e. the quantity of mate-
rials that should be consumed per unit of end product, 
labour hours, machine hours etc. per unit of end product.' 

2. Government have accepted these recommendations and attach 
great importance to an efficient development of cost accounting 
system in all undertakings. In this connection reference also invited 
to this office circular No. 2(43) 166 dated 5th September, 1966 (CO'py 
enclosed). In the case of manufacturing industries, it ~1I be desir-
able to develop an integrated system of cost and finance accounts 
so that the necessity of request reconciliation of figures between 
financial figures and cost accounts is avoided. Standard costing has 
been recognised as an essential management tool for the purpose 
of cost control. Standard costing provides the necessary data against 
which actual performance can be compared and variations determin-
ed for initiating necessary remedial measures. 

3. The Ministry of Industry etc. are requested to bring the contents 
of this O.M. to the notice of the undertakings under the control and 
impress upon them the need to organise a sound cost accounting 
syst£'m based on integrated system of accounts wherever possible 
and also develop the standard costing at a very early date. 
2097 LS-IO. 



186 

4. a is suggested that the progress made in this direction be 
intimated to the Bureau of Public Enterprises at an early date but 
not later than 31st December, 1968. 

To 

Sd/ - P. GOVINDAN NAIR, 

Secretary to the Govt. of India and Director-GeneraL, 
Bureau of .Pubtic Enterprise3. 

All Ministries/Departments of Government of India. 
Copy to the Financial Adviser. 



APPENDIX XXIX 

No. BPE/Adv.(F)/1(100)/70 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

Bureau of Public Enterpriaes 
New Delhi, the 10th August, 1970. 

OFFICE MEMORANDUM 

SUBJECT: -Production Management in Public Undertakings-67th 
Report of the Committee on Pu.blic Undertakings (4th 
Lok Sabha)-Cost Control in Pu.blic Enterprises. 

In this Department O.M. Nos. 2/43/66.FI dated 5th September, 
1966 alIld 46/ Adv(F) jBPE/68/12 dated 12th September. 1968 the 
need for developing a proper system of cost accounting and prefer-
ably an integrated system of cost-cum-financial acCO'Unting system 
as also the need for the development of cost consciousness in public 
enterprises were emphasised. 

The Committee 0II1 Public Undertakings in their 67th Report on 
'Production Management in Public Enterprises' have made the fol-
lowing observations: 

"The Committee are unhappy to note that cost of production 
had increased in some cases (e.g. coke and ingot steel in 
the case of Hindustan Steel Ltd., Loco in the case of 
Neyveli Lignite Corporation Ltd. etc.) to more than 200 to 
374 per cent of the cost estimates given in the DPRs. 
Hindustan Steel Ltd. has explained the reasons for this 
abnormal rise in cost of production on the ground that 
'raw materials prices were indicated to the Consultants 
on a very rough basis' and that the cost estimates of 
bought out items were based on a very rough and provi-
sional rates with the result that such extraordinary esca-
lation in cost of production became unavoidable. They 
recommend that all public sector undertakings should 
make concerted effort to bring down the cost of produc-
tion to fair level by settilng right the defici:mcies, if any, 
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in organisation and management and developing cost con-
sciousness at various levels of management. Regarding 
further projects the Committee strongly urge that the 
DPRs. should be drawn UPlll.Oat carefully on a realistic 
and practical basis for assessment of cost estimates. The 
Committee feel that reduction in the cost of production 
would enable the public sector enterprises to offer their 
products at fairly competitive prices in the international 
markets." 

The Ministry of St~el and Heavy EngineeriD.g etc. art! requested 
to bring to the notice of the public undertakings the observations of 
the Committee and to impress upon the enterprises on the utmost 
need for developing a sound cost accounting system reviewing of the 
cost of production figures from time to time and giving a more rea-
liAk ~ estimates in the detailed project reports ~ future schemes. 

'1'0 

Sell-A. N. BANERJI, 
Additional Secreta-ry and Di-rector General 

jJt Mitlistries/Departments to the Government of India. 
Copy to: 

All Officers in the Finance Ministry of the rank of Deputy 
Secretary and above. 



APPENDIX :xxx 
No. 1(7)fDAP(R)j69 

GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

Bureau of Public Enterprises 
(Production Division) 

New Delhi, the 16th January, 1971. 

OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee on Public Undertakings 
(4th Lok Sjabha) on Prod1.l.Ction Management. 

The undersigned is directed to enclose extracts of Recommenda-
tion No. 52 from the 67th Report of the Committee on Public Under-
takings on Production Managements and to say that Government 
have agreed with this recommendation. The Ministry of Industrial 
Development, etc. are requested to issue suitable instructions to the 
undertakings under their control for future guidance and compliance 
including progress report on implementation and endorse a copy of 
their instructions to the Bureau of Public Enterprises in due course. 

To 

Sd/- S. JAGANNARAYANAN, 
Under Secretary to the Government of India. 

All Ministries/Departments of Govt. of India. 
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No. 1(7)/DAP(R)/69 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

Bureau of Public Enterprises 
(Production Division) 

New Delhi, the 16th Ja.nuary, UI71. 

OFFICE MEMORANDUM 

SUBJlllCT:~7th Report of the Committee on Public Undertaking. 
(4th Lok Sp-bha) on Production Ma.nagement. 

The undersigned is directed to enclose extracts of Recommen-
dation No. 53 from the 67th Report of the Committee on Public Un-
dertakings on Productiqn Management and to say that Government 
have agreed with this recommendation. The Ministry of Industrial 
Development, etc. are requested to issue suitable instructions to the 
undertakings under their control for future guidance and copliance 
includipg progress report on implementation and endorse a copy of 
their instructions to the Bureau of Public Enterprises in due cours~ 

To 

Sd/- S. JAGANNARAYANAN, 
Under Secretary to the Government of India.. 

: I 

All 1i1.nistries/Departments of Govt. of India. 
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No. 1(7)/DAP(R)/69 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

Bureau of Public Enterprisee 
(Production Division) 

New Delhi, the 16th Janoof1/, 1971. 

OFFICE MEMORANDUM 

SUB.1ECT: -{)7th Report of the Committee on Public Undertaking. 
(4th !.ok Sabha) on Production Management. 

The undersigned is directed to enclose extracts of Recommenda. 
tion No. 55 from the 67th Report of the Committee on. Public Un-
dertakings on Production Management and to say that Government 
have agreed with this recommendation. The Ministry of Industrial 
Development, etc. are requested to i:::sue suitable instructions to the 
undertakings under their control for future guidance and compliance 
including progress report on implementation and endorse a copy of 
their instructions to the Bureau of Public Enterprises in due course. 

To 

Sd/- S. JAGANNARAYANAN, 
Under Secretary to the Government of IndiA. 

All Ministries/Departments of Govt. of India. 
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APPBNJ)IX XX'J'm 
No. 1 (7) fDAP(R) /69 

GOVERNMENT OF INDIA 
MIN1STBY OF FINANCE 

Bunaa of PubUe' Bnterprises 
(Produ.ctio~ Division) 

New Delhi, the 16th JcmuaTY, 1971. 

OF.FICE MEMORANDUM 

SUBJJ:CT: -67·th Report C1f the Committee on Public U'Rdertakmg. 
(4th Lok Sa.bha.) on Production Management. 

The lmdersigned is directed to enclose extracts of Recommenda-
tion No. 56 from the 67th Report of the Committee on Public Un-
dertakings on Production Management and to say that Government 
have agreed with this recomm€ll1dation. The Ministry of Industrial 
Development, etc. are requested to issue suitable instructions to the 
undertakings under their control for future guidance and compliance 
including progress report on implementation and endorse a copy of 
their instructions to the Bureau of Public Enterprises in due course. 

'fo 

Sd/- S. JAGANNARAYANAN, 
Under Secretary to the Government of India. 

All Ministries/Departments of Government of India. 
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APPENDIX XXXIV 

No.1 (7) /DAP(R) /69 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

Bureau of Public Enterprises 
(Production Division) 

New Delhi, the 16th Janoo.ry, 1971. 

OFFICE MEMORANDUM 

SUBJECT: -67th Report of the Committee an Public Undertakings 
(4th Lok Siabha) on Production Management. 

The undersigned is directed to enclose extracts of Recommenda-
tion No. 57 from the 67th Report of the Committee on Public Un-
dertakings on Production Ma,lagement and to say that Government 
have agreed with this recommendation. The Ministry of Industrial 
Development, etc. are requested to issue suitable instructions to the 
undertakings under their control for future guidance and compliance 
ilp.cluding progress report on implementation and endorse a copy of 
their instructions to the Bureau of Public Enterprises in due course. 

To 

Sd/- S. JAGANNARAYANAN, 
Under Secretary to the Government of India. 

All Ministries/Departments (jf Government of India. 
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No. 2(81) /71-BPE(GM I) 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

Bureau of Public Enterprise. 
(Production Division) 

New Delhi, the 18th March, 1971. 

OFFICE MEMORANDUM 

SUB.J:CT: -Arrangements in PuNic Enterprises for dealing with c0n-
sumers' complaints and ensuring feed back of consumer" 
reaction to their products. 

The Committe~ on Public Undertakings in their 67th Report 
(Fourth Lok Sabha) on "Production Management in Public Under-
takings" r-as made the following recommendation:-

"The Committee recommend that every public undertaking 
should ilJ'ltroduce a systematic procedure for registration 
of consumers' complaints and recording of the action taken 
on each complaint. Such a system would not only enable 
the undertakings to know the exact number of complaints 
received i(n a year but also serve as an index of the success 
of the quality control measures adopted by an undertak-
ing and show the trend of consumers reaction to various 
products. The Committee recommend that all manufac-
turing units in the public sector should establish an ade-
quate organisation and facilities for feed back qn consum-
ers' reaction to their products by conducting field surveys 
through independent and experienced. organisations like 
the Management Institutes in order to &nd out reaction 
of consumers regarding their products and to take neces-
sary corrective steps promptly and adequately for recti-
fying defects, etc., ~ot only of the products sold but also 
of future production". 

1M 
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Many of the Public Enterprises have even at present arr~gements 
for dealing with complaints from their customers. The organisation 
existing for this purpose in some of the enterprises has been refer-
red to in the Committee's Report mentioned above. However, the 
recommendation of the Committee is maj,nly aimed at introducing 
a systematic procedure for registration of consumers' complaints 
and recording of the action taken on each complaint, as this system 
would enable the undertaking to have a clear picture of the nature 
of complaints and the success of the quality cqntrol measures adopt. 
ed by the undertaking. The Committee's other main recommenda-
tion relates to the establishment of adequate organisation and faci-
lities in the undertakings for feed back on consumers' reaction to 
their products by conducting field surveys, etc. Ministry of Steel 
and Heavy Engineering are requested to advise the Public Enter-
prises under their administrative control to review their existing 
arrangements in this area, keeping in view the observations of the 
Committee. The enterprises may also be requested to send a report 
QIl the action taken in this regard to the administrative Ministry 
and the Bureau by 31st March, 1971. 

'ro 

Sd/- P. K. BASU, 
Director, Bu.reau. of Public Enterpri,e,. 

All Ministries/Departments ()f Government of India. 
C.>py to: 

(i) The Comptroller & Auditor General of India. 

(ii) Production Division/Adviser (C)/Adviser (F)/Director 
(I&R)/D.S.(Coord), Bureau of Public Enterprises. 

(iii) Heads of Expenditure Divisions in the Deptt. of Expenditure. 

(iv) Representatives of the Ministry of Finance on the Boards at 
Public Enterprises. 

(P. K. BASU) 
Director, Bureau of Public Elnterprises. 



APPENDIX XXXVI 

~o. 1(7)/I>Jl1?(1t)/69 
GOVERNMENT OF INI>IA 

MlNlS'l'KY OF FINANCE 

Bureau of Public Enterprises 

(Production Division) 

New DeZhi, the 29th Januo:ry, 1971.. 

OFFICE MEMORANDUM 

SU'BJECT;-Production Management-Recommendations of Co. P.U. 
(4th Lok Sabha) an Production Management-~ecom

mendation No. 59. 

The undersigned is directed to refer to Recommendation No. 59 
of the Committee on Public Undertakings Report on Production 
Management (extracts given) and to say that Government have 
agreed with this reconunendation. 

"The Oommittee are of the view that Industrial Engineering 
functions like the Time and Motion Studies, Works Mea-
surement Manpower Planning, Job DAa1:uation, applica-
tion of PERT etc. are vital to every modern industrial 
enterprises and as these functio;ns help in attainment of 
effiCiency and economy. The Committee hope that all 
those major public sector enterprises that do not have an 
Industrial Engineering Department already in their enter-
prises should consider the advisability of setting up such 
a Departlnent if not already done." 

The Ministry of Industrial Development etc. are requested to 
note the above recommendation and Government's decision thereon 
and also intimate this to the enterprises under their administrative 
control for compliance and future guidance. In this connection a 
copy of the Bureau of Public Enterprises letter No. 1(7)/DAP(R)/69 
dated the 18th January, 1971 to all the heads of the Public Sector 
enterprises setting out the guidelines for Industrial Engineering is 

196 



197 
enclosed. These guidelines may also be taken into account. The 
enterprises may be requested to furnish a completion report within 
six months. 

To 

Sd/- S. JAGANNARAYANAN, 

Under Secretary to the Government of India. 

All Ministries/Departments of Government of India. 



(Encloaure on the Ministry oj Fi1l411Ce Bureau oj Public Enterprise.; 
O./M. No. 1 (7) IDAP (R) 169, dated 29-1-1971). 

My dear 

A. N. BANERJI 
Adl. Secretary and Director General 

D.O. No. 1 (7) IDAP (R) /69 

GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

BUREAU OF PUBLIC ENTERPRISES 

In the studies of the perfo'rmance of a number of Public Sec-
tor Enterprises undertaken by the Bureau of Public Enterprises so 
far a recurring observation has been the absence of performance 
standards and norms relating to labour, material, and equipment-
utilisation without which loading, scheduling, progressing and on 
controlling of work cannot be effectively performed. Other operat-
ing areas in which the need for improvement has been recommended 
in these studies and in several performance reviews carried out 
are:-standardisation, simplification and sepecification of jobs, mate-
rial conservation and scrap reduction, economic analysis of opera-
tons, determination of production capacities, systematic and organis-
ed approach to problem-identificatiop. and solution, deSigning, instal-
ling and maintaining incentive schemes, etc. 

It is to be appreciated that by and large these duties and respon-
sibilities, to be effectively discharged on a continuing basis. would 
devolve on speCialist members of the organisation at various levels 
and are in the nature at technical staff functions distinct from those 
of line management. In the management philosophy ot the majo-
rity of progressive modern industries today these activities generi-
cally referred to as Industrial Engineering are grouped into one de-
partment under the exclusive charge of a senior executive report-
ing directly to the Head of the Organisation. 

The Committee on Public Undertakings (4th Lok Sabha) in their 
study of production management in public sector enterprises have 
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laid considerable emphasis on the establishment of industrial engi-
neering departments in all public sector enterprises and on inteDl1i-
lying the use of industrial engineering techniques on a continuing. 
and purposeful basis to cover all operating activities of an enterprise. 
Formal directives in this regard will be issuing from the respective 
administrative Ministries to the Public Sector EnterpJ;"ises for the 
implementation of the relevant reronunendations (Nos. 59, 60 & 61) 
contained in the Committee's 67th Report on "Production Manage-
ment in Public Undertakings". It is, however, fel_t that an apprecia-
tion of the latest trends in management concept of industrial engi-
neering organisation in a compact and ready-to-hand form may prove 
of some assistance to top management in discharging their res-
ponsibilities for introducing or improving the industrial engineering 
approach in their organisation. 

It is with that hope that a note on "Industrial Engineering Ap-
proach to the Management and Operation of an Enterprise" is en-
closed for your perusal and suitable implementation. 

Yours sincerely, 
(A. N. BANERJEE) 

INDUSTRIAL ENGINEERING APPROACH TO MANAGEMENT 
AND OPERATION OF AN ENTERPRISE 

In the operation of a plant, factory or industrial enterprise the 
need for sustained, systematic and organised improvement in produ-
ctivity cannot be over-emphasised. Whereas increased "effort" at all 
levels from management through mpervision down to unskilled 
labour on the shop floor is necessary to achieve any significant 
increase in output it is the "effectiveness" with which this human 
resource as well as the material resources of equipment, power, 
raw-material, money etc. is employed that generates the real 
increase in productivity I In fact, the organisational approach in 
industry to operational improvement contributes in a much greater 
measure to overall productivity gains than does increased effort 
alone. Amongst the several approaches adopted by the manage-
ment of an enterprise, either concurrently or sequentially, to 
achieve increased productivity "industrial engineering" is not only 
one of the most important ones but in the present stage of develop-
ment is the most essential for adoption bv enterprises in operation 
in OTder to make the most economic use of their resources. 

I.E. is concerned with the design, impr<Jvement and installation 
of integrated systems of men, materials and equipment within an 
enterprise. It achieves this through the application of basic scienti-
fic and engineering knowledge and specialised skills in the mathe-
matical and social sciences to the operation of an industrial enter-
pri<'c and, together with the principles and methods of engineering 
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~ .. nalysis and design, to specify, predict and evaluate the results to be 
-obtained from such integrated systems. 

For the purpose of introducing and maintainng the lE. approach 
in the management and operation of an enterprrse -it needs to be 
appreciate that I.E. is a staff activity of management and is con-

,cerned with: 

(a) decisions on what to produce, 
(b) the design -of the product, 
(c) standardisation, 
(d) the influence of cost analysis on methods of production 

and investigation of these methods, 
(e) planning and control of production, 
(f) designing and organising the provision of production 

aids (tooling, jigs, fixtures, etc.). 
(g) calculation of the most efficient machinery for produc-

tion including the movement and handling of materials 
for production, 

(h) the layout -::f the plant, 
(i) the maintenance of equipment, 
(j) time and motion study, and 
(k) motivation of operating personnel (incentives, wage 

structure, suggestion schemes etc.) and industrial 
relations. 

In order that this involvement is effective I.E. requires consid&-. 
ration to be given to the communication of new ideas among the 
-senior and junior managers, among supervisors and to and from 
workers on the shop floor, giving careful regard 'to the well-hl"ing, 
attitudes and opinions of workers. 

The tendency in most progressive industries is to group aU 
industrial engineering functions in one department under one exe-
cutive, functioning as staff officer of the chief executive. He exer-
-cises direct authority over his subordinates in the lower IK'hemes, 
each of whom, in tum, functions as a staff adviser to his counterpart 
in line management. A diagramatic presentation of the conceptual 
field of industrial engineering as suggested by the American Society 
of Mechanical Engineers has been reproduced in the enclosed chart 
(Annexure I). This does not purport to be an organisation chart 
but it does emphasise and accentuate the need for placing the hE-ad 
of the I.E. organisation at the same level of reporting as that of any 
other major operating division. 
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Considering that 1 • .1:.. tasks demand the application inUT alia of 
basic engineering knowledge pertinent to the operations of the 
enterprise, the head of the I.E. organisation should be more than 
ordinarily familiar with the technologies involved. Furthermore, 
for the effective implementation of the major changes inevitable in 
the I.E. approach to management the top industrial engineer's compe-
tence to make these recommendations must be readily acceptable to 
operational managers. There is a case, therefore, for a production 
specialist to hold the charge of I.E., provided he is unquestionably 
a well-trained and experienced industrial engineer and an able and 
competent manager of I. E. operations and staff. The functions, 
responsibilities and relationships of the head of the Division need 
to be very clearly specified. For ensuring complete integration with 
and whole-hearted support from the operating divisions of the 
organisation, the functions etc. of I.E. should be thoroughly under-
stood by all senior members of the organisation. A sample "job 
description" of the head of the industrial engineering is attached 
for information (Annexure II). 

Although theoretically the work of I.E. is supposed to be mainly 
advisory, in practice increasingly greater responsibility for imple-
mentation needs to be laid on the Department. The greatest 
demand to be placed on I.E. is of cutting costs and reducing waste. 
He has not only to find out, in cooperation with the various operRt-
ing and service departments concerned, where and how savings are 
possible, he has to show the changes made on action initiated by 
him have proved successful. In other words, industrial engineering 
as to prove its worth and often carries its own burden of account-
ability. It is necessary, therefore, to define preCisely and to specify 
in qualitative terms the objectives of the I.E. department and to have 
built into the system of management controls a procedure for con-
tinual evaluation of the effective contribution made by I.E. in 
achieving these objectives. 

The most important factor in improving work is the industrial 
engineer himself. As he gains experience in the diSCiplines of 
investigaion, his ability to analyse and think logically will CTPate an 
attitude of mind and a versatility capable of handling all kinds of 
operational imperfections, not necessarily confined within his own 
particular technological field. He will be able to produce solu-
tions which will be adequate and complete for correcting such im-
perfections. It is <mly through his personal attention to details and 
by abiding by absolute standards of effectiveness as determined by 
measurement techniques that he can produce such workable solu-
tion. It is obvious that anyone who does not possess this strict 
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stanClard. and professional ouUook cannot come up with a practical 
and applicable. wlution every time. 

Tr~g is thus vitally necessary for the success of industrial 
engineed~ applicfi~on. But the approach to the organisation of 
tl~is training has to take into consideration one major difference 
from training in trac4~iopal engineering and technological subjects. 
Wl;1ereas lllanagement and labour have always upheld the need for 
organised ~aining of staff in technological and in trade skills, to-
wards industrial engineering there is considerable apathy if not active 
resistance from both. As industrial engineering is more than just a 
technique, affecting the entire organisation of any undertaking and 
as its proper use calls for its appreciation by and co-operation from 
staff at all levels, formulation of a training scheme must take into 
accouot the need for top management education, ed).lcation of organis-
ed labour as well as the training of individuals who are to practise 
industrial engineering. For industrial engineering with the pro-
bing impact of its basic procedure, questioning all activities without 
exception, affecting all employees without discrimination, is good 
for all three sections of industry. In other words, education and 
training bave both to be catered for education of management and 
organised labour towards a sense of general appreciation of the 
purpose and the practice of industrial engineering; education of 
middle management for the control, guidance and supervision of 
industrial engineering and training of industrial engineering prac-
tioners in the detailed know-how and skills. 

It is not unlikely that. the tasks and scope outlined for I.K in the 
foregoing may seem to encroach on the area generally considered to 
lie within the scope of Operational Research if the OR appro'l~h is 
already in existence in addition to I.E. activities. In determining the 
boundaries as well the necessity for inter-related cooperation bet-
ween OR & IE the following factors need to be considered:-

1. OR application in industry is a more recent approach than 
that of I.E. aod is necessarily equipped with more sophisticated 
and mod~rn tools (e.g. Lineer })rogramming, Queueing theory, 
Simultation, Operational gaming, Decision theory, Game theory, 
Inforlllation theory, Evqlutionary operation, Cybernetics, Search 
theqry, Symbglic logic, BQolean algebra, Dynamic progTamming, etc.) 
for deaUn~ 'with corlsid~rabiy more comPlicat~cl· and complex 
prpblerns,. . 
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2. Itii geJlerally a<:c~ted ~at O.R. is conce:g'l~d wiijl to~ ~ys
tem/s and was often. to go oUWAe the boundaries of the enterprise 
in searcl~ of the optimum solution, whereas IE's concern is qUite' 
often 'satisf~ctorily concluded with finding a solution that p~ovides 
the efficient use of physical aspects of an enterprise (compare 
Management Accountancy, Organisation and Methods, Work Study 
approaches which are respectively concerned with th,e eff~tive use 
of finances, clerical and administrative needs 8Ild operative effort). 

3. Although I.E. employs several disciplines, the inter-discip-
linary approach to problem solving and providing declsim) making 
also in the sine qua non of the management attitude that distin-
guishes the O.R. approach from that of I.E. Moreover, in O.R. appli-
cation techniques from studying systems in one discipline are used 
with success f'Or solving problems in systems outside that discipline. 

4. O.R. is concerned or should be concerned with truly optimal 
solutions in a total system. By the vcry nature of its equipment it 
can experiment with the "model" of a system implementing various 
alternativc solutions in turn without in any way interfering with 
the operation of the existing system. This is what gives O.R. the 
characteristic of a research approach as distinct from the "trouble-
shooting" approach of I.E. 

5. Perhaps the m()st significant difference is that O.R. is not 
technique-bound; in other words, although it may, in the preliminary 
COurse of analysis, survey existing techniques and even use some of 
them successfully with or without modifications, it more often 
them not evolves a new technique arising out of the stUdy of the 
problem it is attempting to solve. It is this challenJ{e which 
attracts that type of specialist to work in an O.R. team who would 
not be satisfied with I.E. 

Nevertheless both approaches have much the same ultimate 
objective-the optimum utilisation vf resources. In that sense O.R. 
may be considered as an extension of I.E. and by bringing into active 
use more of the scientific disciplines and mathematical techniques 
enables management to investigate problem areas inaccessible to 
conventional I.E. techniques, to search deeper for the underlying 
causes and relationship behind these problems and provides not 
only optimal solutions and alternatives but dependable quantitative 
predictions of the results likely to be achieved in the short as well 
as the long run. 
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In the field of I.E. there are many problems where O.R. could be 
profitably employed for refined solutions, namely: 

1. Analysis leading to the best selection of one out of several, 
Incentive schemes, SOC procedures, Methods, improve-
ment plans, plant layouts, processes, levels of main-
tenance. 

2. Determining practical process scrap allowances. 
3. Minimising waiting time 
4. Determining production 

sales orders· 

in production operations. 
requirements against variable 

5. Determining inventory levels and re-ordering criteria. 
6. Machine Loading systems for meeting different criteria. 
7. Determining most economic maintenance schemes. 
8. Predicting breakdowns. 
9. Determining plant capacity in complex multi-units 

situations. 
10. Optimising plant replacement. 
11. Determining the staffing requirement in I.E. 
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ANNEXUBE II 
JOB DESCRIPTION 

DIRECTOR OF INDUSTRIAL ENGINEERING 

l. Major function 

1. Formulates and administers plans and programmes involving 
all phases of industrial engineering application, including special cost 
reduction studies, analYSis of industrial processes, and evaluation 
of work methods; and develops implementing procedures incident 
thereto. .,. 

2. Exercises staff supervision over System industrial engineering 
personnel. 

II, Specific responsibilities 

1. Directs a continuing programme of cost reduction analysis 
through application of industrial engineering techniques. 

2. Organises project committees to make special studies of various 
functions in the enterprise in the interest of promoting efficiency 
and economy. 

3. Assumes responsibility for proper evaluation of project reports 
submitted by industrial engineers, and on the basis of such reports, 
makes recommendations to the Managing Director I General Manager I 
Heads of Divisions, as may be appropriate. 

4. Assumes responsibility for training of assigned engineers in 
the techniques of analysis and development phase of industrial 
engineering. 

5. Advises and assists officers of other departments with respect 
to specific problems such as space layout, materials handling, time-
keeping procedures, stores procurement, transport, marketing. etc. 

6. Keeps abreast of modem techniques in the industrial engineer-
ing field, and makes appropriate application of such technfquetl 
where feasible. 

7. Maintains liaison with ofticers of other enterprises, N.P.C., 
U.M. and professional societies and other organisations al neceuary 
in order to effectively carry out the responsfbtlttlel of his position. 
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III. Relationships 

1.. The Director of IndustJ'ial '~~ering is responsible to the 
Managing Director and the General Manager. 

2. The following are responsible to the Director of Industrial 
Engineering: - II! 

Industrial Engineers. 

Assistant Industrial Engineers. 

3. The Director of Industrial Engineering exercises staff super-
vision over the senior Industrial Engineers reporting to the Divi-
sional Heads. 



AI'PENt>IX xXkW 
No. 1 (7) /DAP(R) /69 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
Bureau of Public Enterprises 

(Production Division) 
New Delhi, the 29th January, 1971. 

OFFICE MEMORANDUM 

SUB,TEeT: -Production Management-Recommendation3 of Co. P.U. 
(4th Lok Sabha) on Production Management-Recom-
mendation No. 60. 

The und(lrsigned is directed to refer to Recommendation No. 60 
of the Committee on Public Undertakings RElPort on Production 
Management (extracts given) below and to say that Government 
"ave agreed with this recommendation. 

"The Committee recommE'nd that all the public undertakings 
who have SE't un lndustrial Engineering Departments or 
Cells should pe~iodically evaluate the work of these De-
partments/Cells to see how far these have been instru-
mental in bringing about operat.ional efficiency and eco-
nomy in cost of production." 

The Ministry of Industrial Development etc. are requested to 
note the above recommendation and Government's decision thereon 
and nlso intimate this to the enterprises under their administrative 
control for compliance and future guidance. In this connection a 
copy of the Bureau of Public, Enterprises letter No. 1(7)IDAP(R)169 
dated 18th January, 1971 to all the heads of the Public Sector enter-
prises setting out the guidelines for Industrial Engineering is en-
dosed (el)c1osures in Appendix XXXVI). These guidelines may 
also be taken into account. The procedure that each enterprise has 
introduced may be briefly intimated within the next three months. 

To 

S. JAGANNARAYANAN 
Under Secretary to the Government of India. 

All Ministries Deptt. of Govt. of India. 
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APPENDIX XXXVIII 

No. 1(7)IDAP(R)/69 

GOVERNMENT ()iF INDIA 

MINISTRY OF FINANCE 

Bureau of Public Enterprises 

(Production Division) 

New Delhi, the 29th Jan'lUlry, 1971. 

OFFICE MEMORANDUM 

SVBJECT:--Production Management-Recommendations of Co. P.U. 
(4th Lok Sabha) on Production Managemellt-Recom-
mundation No. 61. 

The undersigned is directed to refer to Recommendation No. 61 
of the Co. P.U. Report on Production Management (extracts given 
below) and to say that Government have agreed with this recom-
mendation. The Bureau of Public Enterprises would also assist the 
undertakings in the intensification of industrial engineering depart-
ments in these undertakings. 

Extracts:-

"The Committee note that Industrial Engineering Depart-
ments sometimes face difficulties in selling their ideas 
and recommendations to the production staff. While the 
Fertiliser Corporation of India Ltd. had been able to 
overcome such difficulties by inter-departmental transfers. 
The Hindustan Steel Ltd. had ensured acceptability of 
recommendations by heading their Industrial Engineering 
Departments by a person of status equal to the status of 
the person who hel:1s the Production Department. The 
Committee feel that Industrial Engineering Department 
should be headed by competent well qualified and ex-
perienced persons preferably drawn from the Production 
Departments whose recommendations are expected to 
the more practical and are likely to inspire greater confi-
dence." 

2JO 
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'I'he Ministry of Industrial Development, etc. are requested to 
note the above recommendation and Government's decision thereon 
and also intimate this to the enterprises under their administrative 
control for compliance and future guidance. The compliance of this 
may be reported by the enterprises within the next six months. 

Sd/- S. JAGANNARAYANAN. 
Under Secretary to the Go't'er7l1 nent of India. 

To 

All Ministries/Departments 'Of Govt. of India. 



APPENDIX XXXIX 
~o. 1(7)tDAP(R)/69 

GOVEl\NMENT OF INDIA 

MINISTRY OF FINANCE 
Bureau of Public Enterprises 

(Production Division) 
New Delhi, the 16 JanUQ1'lI, 1971. 

OFFICE MEMORANDUM 

SUBJECT:-67th Report of the Committee on Public Undertakings 
(4th Lok Sabha) on Production Management. 

The undersigned is directed to enclose extracts of Recommenda-
tion No. 62 from the 67th Report of the Committee on Public Under-
takings on Production Management and to say that Government 
have agreed with this recommendation. The Ministry of Industrial 
Development, etc. are requested to issue suitable instructions to 
the undertakings under their control for future gUidance and com-
pliance including progress report on implementation and endorse 
a copy of their instructions to the Bureau of Public Enterprises in 
due course. 

To 

Sd/- S. JAGANNARAYANAN, 
Under Secretary to the Govt. Of India. 

All Ministries/Departments of Govt. of India. 



APPENDIX XL 

No.1 (7) IDAP (it) /69 
Govi:RNMENT OF INDIA 

MINISTRY OF FINANCE 
Bure"au of Public Enterprises 

(Production Division) 
New Delhi, the 20th January, 1971. 

OFFICE MEMORANDUM 
SUlIJU:T:-Production Management-Recommend4twns of Co. P.U. 

(4th Lok Sabha) on Production Management Recommen-
dation No. 63. 

The undersigned is directed to refer to recommendation No. 63 
of the Co. P.U. Report on Production Management (extracts given 
below) and to s~y that Government have agreed with this recom-
mendation. The 'Bureau of Public Enterprises would also assist the 
undertakings in the intensification Research and Development acti-
vities of the undertakings. 

"The Committee find that developed countries (e.g. U.S.A. 
U.K., Japan, Germany) spend about 3 per cent of their 
national income in research and development which indi-
dicate the importance that is attached to research and de-
velopment. Research and Development is an activity 
which is vital to the growth of modern industries. ltesearch 
and Development Organisation enables enterprises to ex-
plore newer and better products and processes. This is a 
continue activity and can be carried on only if there is an 
organisation for it. This Committee have noted with regret 
that even major undertakings like Hindustan Machine 
Tools Ltd., Indian Oil Corporation Ltd., and the National 
Coal Development Corporation Ltd., and etc., had, not 
set up any research and development organisation in their 
enterPrises so far. The Committee recommend that these 
undertakings should consider the desirability of establish-
ing such cells but while doing so, it should be ensured that 
as far as possible, there was only one research and develop-
ment organisation for one group of industries in the pub-
lic sector to obvi?te duplication of research efforts and In-
crease in expenditure. 
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Research and development organisation should work in close 
co-ordination with the Council of Scientific and Industrial 
Research, other related laboratories and Research Organi-
sations in the country and attend to basic aspects import 
substitution and increased productivity with particular 
reference to cost reduction, Research creates a new basis 
for technology. It should be oriented to develop self-reli-
ance in a technology and foster a spirit of competition 
with the leading industrial countries of the world in the 
development of sound technological base for rapid indus-
trial development." 

Action in regard to the growth of research and development in 
Public Sector Undertakings has already been initiated by the Bureau 
of Public Enterprises, vide their letter No. 1 (2) DAP (R') 17!O-R&D 
dated 9/10.4.1970 in which the Public Sector Undertakings were re-
quested to establish contacts with the National L'aboratories for 
their day-to-day needs. It is also suggested that contacts at the 
operational level and medium level may be established by the Pub-
lic Sector Undertakings with the officers of the National Laborator-
ies. In addition, the undertakings may also be advised to give spe-
cial importance to the basic aspects of import substitution and in-
creased productivity with particular reference to cost reduction by 
undertaking research in new process and technology for the product 
mix. 

Ministry of Industrial Development, etc., are requested to note the 
above recommendation and Government's decision thereon and also 
intimate G<>vt.'s views to the undertaking under their administrative 
control for compliance and future guidance and endorse a copy there-
of to the Bureau of Public Enterprises. 

To 

Sd/- S. JAGANNARAYANAN, 
Under Secretary to the Government of India. 

All Ministries/Departments of Govt. of India. 



A.PPENDIX XLI 

No. 1 (7) /DAP(R) 169 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

Bureau of Public Enterprises 
(Production Division) 

New Delhi, the 7th January, 1971. 

OFFICE MEMORANDUM 

SUBJECT: -Production Management-Recommedation of Co. P.U. 
(4th Lok Sabhfl) on Production Management-Recom-
mendation No. 65. 

The undersigned is directed to refer to Recommendation No. 65 
of the Co. P.U. Report on Production Management (extracts given 
below) and to say that Government have agreed with this recommen-
dation. Bureau of Public Enterpri&es \fould also assist the undertak-
ings in the intensification (If Research and Development facilities in 
the undertakings wherever necessary. 

"The Committee also recommend that public undertakings 
should take full advantage of foreign collaboration to learn 
intricacies of design and trends of design so that research 
could be intensified in promising and relevant fields hav-
ing bearing on production. There is also need to intensify 
research where rejections are of the high side, e.g. wheels 
in Durgapur Steel Plant so that remedial measures are 
developed after intensive study." 

The Ministry of Industrial Development etc. are requested to note 
the above recommendation and Government's decision thereon and 
also intimate this to the Undertakings under their administrative 
-control for compliance and future guidance. 

Sd/- S. JAGANNARAYANAN. 
Under Secretary to the Government of India. 

'To 
All Ministries/Departments of Govt. of India. 



AP~,ENDIX ~. 

No. 1 (7)/DAP(R) 169 
GOVERNMENT OF INDIA 

M;.INISTRY QF FINANCE 
Bureau of Public Enterprise~ 

(Production Division) 
New Delhi, the 7th January, 1971. 

OFFICE MEMORANDUM 

SUBJECT: -Production Management-Recommendations of Co. P.U. 
(4th Lok Sabha) on Production Management Recommen-
dation No, 67. 

The undersigned is directed to refer to Recommendation No. 67 
of the Co. P.D. Report on Production Management (extracts given 
below) and to say that Government have agreed with this recommen-
dation. 

"The Committee are of the view that training in multitrades 
and job-combination would be helpful in the development 
of multi-trade workmen in public sector enterprises and 
checking of overstaffing. They a.re happy to note that some 
of the major undertakings [e.g. Heavy Electrical (India) 
Ltd., Hindustan Steel Ltd .. National Coal Development 
Corporation Ltd.] sharing the same view have started job 
combination in their respective units. The Committee re-
commend that every undertaking should explore the pos-
sible trades in which job combination could be attempted. 
Initial hesitation of the trade unions to accept these mea-
sures could be overcome by explaining to them the advan-
tages of the system." 

The Ministry of Industrial Development etc. are requested to note 
the above recommendation and Government's decision thereon and 
also intimate this to the Undertakings' under their administrative 
control for compliance and future gUidance. 

To 

Sd/- S. JAGANNARAYANAN. 
Under Secretary to t,he Government of India_ 

All Ministries/Departments of Govt. of India. 
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APPENDIX XLIII 
No. 1(7)/1?AP(~) 169 

GOVER1iMENT or INDIA 

MI.NISTRY OF ~-\ro{(:E 
Bureau of Public Fd1te~prises 

(Production Division) 
New Delhi, the 7th January, 1971. 

OFFICE MEMQRANDUM 
SUBJEcT:-Production Management-Recommendations of Co. P.U. 

(4th Lok Sabha) on Production Management-Recomme7l.-
dation No. 68. 

The undersigned is directed to refer to Reconsideration No. 68 of 
the Co. P.U. Report on Production Management (extracts given 
below) and to say that Government have agreed with this recommen-
dation. 

"The Committee are of the view that SeminarslConferences 011 
Production Management could provide a good forum to 

- Production Managers and prod~ction engineers to meet and 
discuss their common problems and to exchange their ev-
periences with a view to evolve improve techniques of 
operational efficiency. To many Seminars/Conferences 
may, however, lead to fruitless discussion of theoretical 
aspects of production problems rather than face to face 
discussion t·o hammer out a practical approach. The Com-
mittee therefore, recommend that public sector undertak-
ings should introduce the system of "Workshop Discussion" 
at the level of the undertaking as well as the group of 
industries so that concrete results emerge out of such dis-
cussions. If felt necessary undertakings may even arrange 
visits to more profitable enterprises so as to stimulate "ac-
tion by example"." 

The Ministry of Industrial Development etc. are requested to note 
the above recommendation and Government's decision thereon and 
also intiIr ate this to the Undertakings under their administrative 
control fo' compliance and future guidance. 

To 

ScI/- S. JAGANNARAYANAN, 
Under Secretary to the Government of India. 

All Ministries/Departments of Govt. of India. 
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APPENDIX XLIV 

No. 1(7)/DAP(R)/69 
MINISTRY OF FINANCE 

Bureau of Public Enterprises 

(Production Division) 
New Delhi, the 20th April, 1971. 

OFFICE MEMORANDUM 

SUBJEX:T: -67th Report of the Committee on Public Undertakings 
(4th Lok Sabha)on Production Management-Recom-
mendation No. 30, para 7.41. 

The undersigned is directed to forward herewith extracts of 
Recommendation No. 30, para 7.41 from the 67th Report of the 
Committee on Public Undertakings (Fourth Lok Sabha) on Produc-
tion Management and to say that Government have replied that the 
views of t,e Committee have been noted. The Ministry of Indus-
trial Deve] opment, etc., are requested to note the views of the Com-
mittee for guidance and future compliance. 

To 

Sd/- S. JAGANNARAYANAN, 
Under Secreta'ry to the Government of India. 

All Ministries/Departments of Govt. of India. 



I. 

.APPENDIX XLV 

(Vide para 4 of Introduction) 

Analysis of Action TaMn by GOfJ,rllluJlt UIII rill ~,ions umraintd ill 
thl Sixly-S6fJ,ntlt Rep"'t of thl Co""";",, on Publk Und,rtlJkirrgs 

(FcnmII LoA SGbIta) 

Total number of recommendations 

II. Recommendltions thlt hive been accepted by Government (Vidt 
recommendations It S. Nos. 1,2, J, 4, 6, 7, 9, 10, II, la, IJ, 14> 
IS, 16, 17, 18, 19, %0, 21, 2], 24, 26, 27, 28, 29, 31,32,33,34, 3S, 
36, 37, 38, 39,40,41, 4Z, 43, 44, 4S, 46, 47, 48, 49, SI, 52, 53. 5S, 
~6, 57, S8, S9,6o, 61, 62, 63, 64, 65. 66, 67 Ind 68). 

Number. 

Peyc~ntlle to total 

II I. Recommendltions which the Committee do aot desire to puraue ia 
view of Govt.'s reply (Viti, recommendltioDs It S. Nos. S, 22, JO. 
50 and 54) 

Number. 

Percentlge to total 

IV. Recommendations in respect of which replies of Government hive 
not been acceptej by the Committee (Viti, recommendltionl It 
i. Nos. 8 and 25' 

Number. 

Percentage to totll 

V. Recommendltions in respect of which finll replies of GeM. arc atlD 
awalted 

PAGe 
68 

61 

S 

7 

:z 

3 

Number. 

Pe rcentage to total 

Nil 

Nil 

2ry 
GMGlPND-LSlI-2097 IA-31-12-71-1.240. 


	001
	002
	003
	004
	005
	006
	008
	009
	010
	012
	014
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028
	029
	030
	031
	032
	033
	034
	035
	036
	037
	038
	039
	040
	041
	042
	043
	044
	045
	046
	047
	048
	049
	050
	051
	052
	053
	054
	055
	056
	057
	058
	059
	060
	061
	062
	063
	064
	065
	066
	067
	068
	069
	070
	071
	072
	073
	074
	075
	076
	077
	078
	079
	080
	081
	082
	083
	084
	085
	086
	087
	088
	089
	090
	091
	092
	093
	094
	095
	096
	097
	098
	099
	100
	101
	102
	103
	104
	105
	106
	108
	109
	110
	111
	112
	113
	114
	115
	116
	117
	118
	119
	120
	121
	122
	123
	124
	125
	126
	127
	128
	129
	130
	131
	132
	133
	134
	135
	136
	137
	138
	139
	140
	141
	142
	143
	144
	145
	146
	147
	148
	149
	150
	152
	153
	154
	155
	156
	157
	158
	159
	160
	161
	162
	163
	164
	165
	166
	167
	168
	169
	170
	171
	172
	173
	174
	175
	176
	177
	178
	179
	180
	181
	182
	183
	184
	185
	186
	187
	188
	189
	190
	191
	193
	194
	195
	197
	198
	199
	200
	201
	202
	203
	204
	205
	206
	207
	208
	209



