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CORRIGENDA

Fifty-First. Report of the Estimates Committee
(Third Lok Sabha) on the Ministry of Steel,
Mines and Heavy Engineering . Heavy. Engi-
neering Comporation Ltd.,, Hanchi.

Page 12 para 27, marginal heading, lines 7 & 8, for
e ‘Mintisay® and ‘Water’ read 8‘Ministry and ‘Watch’.

Page 21, para 50, line 3, for ‘15 30%’ read ‘15.3% '

P age 29, para 55 marginal heading, for recommndation’
re ‘recommendation’®

Page 924. para 54, marginal heading, for ‘nvenwry’
read ‘Inventory’.

P age 25, fara 02 marginal heading, for ‘soi’ read
il

P age 2y, para 7], marginal heading, for ‘Sugestions’
read ‘Suggestions’

Page 44 para 111, marginal heading, for ‘gineering’
read ‘kngineering’

Page 52, para 125, marginal heading, for ‘Dmand’
read ‘Demand’

P age 103, 9. No. 29, line 4, delete ‘the’ occurring
after the word ‘to’

Page 106, 3. No. 32, line 3, for ‘Case’ read ‘Cases’

P.T.0.



P age 106, Sl. No. 85, line g, for ‘advanced’ read
‘advances’

P age 106, Sl No. 3G, line 7, for ‘are’ read ‘is’
P ege 107, Sl. No. 37, line 1, for ‘or* read ‘of
P age 109, Sl. No. 34, line 5, for ‘cost’ réad ‘case’

Page 109, Sl. No. 35, line 7, delete ‘a' occurring
after the word ‘while’.

P age 115, Sl. No. g0, line ), for ‘yet’ read ‘not’

P age 119, Sl. No. 73(vii), line 4, for ‘dependencer
read ‘dependance’

Page 126, para 1A, line 2, after the figure 77"
add ‘78’
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INTRODUCTION

I, the Chairman, Estimates Committee, having been authorised
by the Committee to submit the Report on their behalf, present this
Fifty-First Report on the Ministry of Steel, Mines and Heavy
Engineering—Heavy Engineering Corporation Ltd., Ranchi.

2. The estimates relating to the Ministry of Steel, Mines and
Heavy Engineering—Heavy Engineering Corporation Ltd., Ranchi
were examined in detail by the Sub-Committee of the Estimates
Committee on Public Undertakings which took the evidence of the
representatives of the Heavy Engineering Corporation from the 20th
to the 24th December, 1963 and of the representatives of the Ministry
of Steel, Mines and Heavy Engineering on the 26th and 27th Decem-
ber, 1963. The Report was approved by the whole Committee on
the 25th March, 1964.

3. A statement showing an analysis of the recommendations con-
tained in this Report is also appended (Appendix VI).

4. The Committee wish to express their thanks to the officers of
the Ministry of Steel, Mines and Heavy Engineering and the Heavy
Engineering Corporation Ltd for placing before them the material
and information that they wanted in connection with the examina-
tion of the estimates. They also wish to thank to Shri Jehangir
Ghandy, for his valuable Memorandum and Shri Biren Mukerjee,
Chairman, Indian Iron and Steel Co. Ltd., Burnpur for giving evidence
and making valuable suggestions to the Committee.

New DELHI; ARUN CHANDRA GUHA,
March 31, 1964. Chairman,
Chaitra 11, 1886 (S). Estimates Committee,
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I
INTRODUCTORY

A. Importance

“BUILD MACHINES, BUILD INDIA” is not a
mere slogan but a statement which aptly highlights the
fundamental importance of heavy engineering industry in
the economic and industrial development of the country.
The heavy engineering industry—a basic industry—is the
very life-blood of the industrial and defence apparatus of
a nation. Unlike other industries, it does not produce de-
finite end products but it is the producer of a wide range
of ‘mother machines’ i.e., heavy machinery and equipment
needed for setting up of major industries such as iron and
steel, cement fertilisers, chemicals, coal mining, ete. Till
now, India has been depending mainly on imports for her
requirements of heavy machinery and equipment, resulting
in a heavy drain on her foreign exchange resources as well
as a continued dependence on foreign sources for supply.
It is only with the establishment of such an industry that
a country can look forward with confidence to a bright
future for an assured and accelerated growth of its indus-
trial sector.

B. Setting up of the Plants

2. The question of setting up of a heavy engineering Earlier Pro-

industry has been under consideration of the Government Posal.

of India since 1955. The original idea was to set up only

heavy foundries, forges and structural shops in different

parts of the country. Highest priority was assigned to the
development of these plants in the Second Five Year Plan.

The following tentative targets of production were envi-

saged for foundry and forge shops by 1960-61: —

Steel Castings .. 15,000 tons
Forgings .. 12,000 tons
Grey Iron Castings .. 10,000 tons

3. Pursuant to the recommendation of an advisory
committee appointed at the end of 1955, global tenders
were invited by Government for setting up a Foundry
Forge Plant (having an annual capacity of 25,000 tons of
grey iron castings, 15,000 tons of steel castings and 5,000
tons of forgings), to serve the needs of private sector units
licensed to manufacture machinery for sugar, jute and
cement industries etc. About the same time negotiations
were also started by Government with foreign firms for
setting up a Heavy Machine Tools Plant. Preliminary
offers for this as well as for the Foundry Forge Plant were
received towards the end of 1956.
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4. In the meantime, a team of experts from the USSR:
and another Mission from the UK had been invited by
the Government to advise them on the establishment of
heavy engineering capacity in the country. In January/
February, 1957, they recommended the establishment of
the following units: —

U.S.8.R. Team’s_re- U. K. Mission’s recom-
Item commendations mendationg*

1. For making ma- An integrated Heavy (i) A Heavy Structural

chinery required by Machine Building Fabricating Works
steel plants and Plant of 80,000 tons (18/20,000 tons capacity
other heavy in- Capacity per annum, per annum).

dustries. capable of expansion

upto 1,65,000 tons,

after achievement of (ii) A Heavy Plate &

previous capacity. Vessel Fabricating
Works (18/20,000 tons
capacity per annum).

(iii) Heavy machine shops
(capacity notindicated).

@iv) A Medium/Heavy
Machine Tools Works
(4,500 tons capacity
per annum).

2. For making c¢oal A Coal Mining Machi- A Coal Mining Machi-

mining machinery. nery Plant of 30,000 nery Plaut (capacity
tons  capacity  per not indicated;.
annum.

5. The Government of India appointed a Committee
under the Chairmanship of Shri Jahangir Ghandy, Direc-
tor, Tata Industries (P) Ltd., to examine the proposals of
the U.S.S.R. Team and the U.K. Mission and advise them
on the most suitable plan for the establishment «f heavy
engineering industry. That Committee reported in March,
1957 and was of the opinion that the proposals of the U.K.
Mission were preferable to those of the Soviet Team.

6. Ultimately at the end of 1957, Government decided
to set up the following plants, on the lines suggested by
U.S.S.R. Team:—

(i) a Heavy Machine Building Plant of 80,000 tons
capacity, starting with 45,000 tons in the first
stage; and

(ii) a Coal Mining Machinery Plant of 30,000 tons
capacity.

7. For Heavy Machine Building Plant, the Soviet Team
recommended a captive foundry forge. In January, 1958,
Government accepted the Czech. offer of 1956 for setting
up of a Foundry Forge Plant and decided to tie it up with

*At the time of factual verification, it has been stated that the capacities
indicated for the Heavy Structural Shop and Heavy Plate & Vessel Shop
are on the basis of double-shift working whereas the medium /Heavy Machine-
“Tool Shop is on the basis of single-shift working.
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the Machine Building Plant. Since the original Czech.
offer was for castings equivalent to 23,000 tons of machi-
nery only, it was decided to expand it to 45,000 tons capa-
city to match it with the Heavy Machine Building Plant.
This has now been further revised to 80,000 tons. The
23,000 tons stage came to be called the First Stage and
45,000 tons one as the Second Stage.

8. As stated in para 3, preliminary offers for Heavy Decision to
Machine Tools Plant were received by Government in I‘;tb}l‘Er Plant:
1956. It was stated that these were not pursued due to tgken in
foreign exchange difficulty. Subsequently, this plant was, 1960.
among others, included to be financed under the Czech.
credit of Rs. 23.1 crores which was extended to the Go-
vernment of India in November, 1959. It was, however,
in November, 1960 that Government decided to set up this
plant for manufacturing diverse items of heavy machine
tools starting with 10,000 tons per annum in the First
Stage to be ultimately expanded to 20,000 tons in the
Second Stage.

9. It is regrettable that though Government thought 0f Commi tee’s
setting up plants for heavy engineering industry as early observation,
as 1955, it took them three to five years to arrive at the
decision. The urgency for the plants does not appear to
have been fully realised and much precious time had been
lost in the preliminaries. The Committee cannot help de-
precating the delay in the development of heavy engineer-
ing industry in the country, which was rightly assigned

the highest priority with tentative targets in the Second'
Plan.

C. Formation of the Corporation

10. The Heavy Engineering Corporation Ltd.,, Ranchi
(hereinafter called the Corporation) was formed on the
31st December, 1958, under the Companies Act, 1956 with
an authorised capital of Rs. 50 crores, to execute the
following projects: —

(i) Heavy Machine Building Project, Ranchi
(HM.B.P.)

(ii) Foundry Forge Project, Ranchi (FFP)

(iii) Coal Mining Machinery Pdoject, = Durgapur
(CMMP).

Subsequently, in November 1960, the Corporation was en-
trusted by Government with the execution of the Heavy
Machine Tools Project (HMTP). In March 1963, it was
also entrusted with development of a second coal mining

machinery project and the coal preparation plants and
washeries.
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11 The first three projects were actually transferred
by Government to the Corporation in May, 1959, i.e. a year
and a half after the decision to set up the projects was
taken. Till then the preliminary investigations were
carried on.by Government and the National Industrial
Development Corporation. Agreements for detailed pro-
jects reports, consultancy etc. were entered into with the
Consultants. It was explained to the Committee that
under the present arrangement initial investigation of
industrial projects was being done by National Industrial
Development Corporation pending the ultimate implemen-
tation by other approved agencies. The Committee are
not happy over this arrangement and consider that the
agency through which the projects are to be executed
should be decided well in advance and entrusted with the
task from the very beginning. A different agency like the
National Industrial Development Corporation processing
the work relating to negotiations, agreements etc. may not
give the same urgency as the agency which takes it over
may have given. In all such cases the proper course would
appear to be to entrust the projects to an exccuting agency.
In this case, this could have been done in December, 1957
rather than waiting till May, 1959 ie. a year and ¢ half
later.



II

COMPLETION OF PROJECTS AND PRODUCTION
PROGRAMMES

12. According to the brochure “The Appraisal and Pros-
pects of the Second Five Year Plan (1958)”, the three pro-
jects viz. Foundry Forge Project, Heavy Machine Build-
ing Project and Coal Mining Machinery Project were ex-
pected to be completed during the early years of the Third
Plan. The Heavy Machine Tools Project was expected to
go into production by 1965-66 as indicated in the Third
Five Year Plan.

A. Time taken in finalising Plans of Projects

13. The table below shows the time taken in the fina-

lisation of the detailed project report (D.P.R.) in respect
of each project: —

Targetted
dates of
completion.

Reccipt of DPR  Acceptance of DPR by Govt.

Date of

Project Contract According to Actual date According Actual date
contract  of receipt to contract of acceptance

() HM.B.P. Dec, 1957 April, 1959 June, 1959 Aug., 1959
(i) CM.M.P. Dec, 1957 I'eb, 1959 April, 1959 June, 1959
(15i) F.F.P. Aug., 1958 Oct, 1959 Nov., 1959 Not indicated
(iv) H.M.'T.P. May, 1961 Dec., 1961 April, 1962 Do.

Nov., 1959
Aug., 1959
April, 1960

May, 1963

14. It will be seen that there has been delay in the re-
ceipt as well as finalisation of detailed project reports in
respect of all the projects. The longest time has been
taken in the case of HM.T.P. These delays have been
attributed to the collection of initial data, preparation of
reports by consultants etc. The Committee feel that the
time taken at the various stages of finalising the project
reports, has been rather long as has been admitted by the
representative of the Ministry. Since these initial delays
affect the commissioning of the projects and the achieve-
ment of production targets, set forth in the Plan, it would
be desirable if a review of the processes involved in the
collection of data, preparation and finalisation of detailed
project reports and the time taken therein is made by
Government with a wview to reduce this time lag to the
minimum in future projects.

wi
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B. . Revision of Capacities

15. In April, 1960, Government decided to revise the
capacities of the CMMP, HMBP and FFP as follows: —

Project Original Capacity Revised Capacity
1. CM.M.P. . . 30,000 tons (called 1st 45,000 tons
stage) (called second stage)
2. HM.B.P. . . 45,000 tons (called 1st 80,000 tons
stage) (called second stage)
3. FFP* . . 45,000 tons (called 80,000 tons
Second Stage)* (called third stage)

* The capacity of FFP had once been revised alrcady in January, 1958
from 23,000 tons to 45,000 tons to match it with HMBP.

16. It has been stated that the capacities of HMBP and
CMMP were revised in the context of requirements of
machinery for iron and steel and coal mining industries
in the Fourth Plan period. It is also stated that in the case
of HMBP, it was first intended to proceed gradually as the
technique was new but later on it was thought that both
the stages could be executed simultaneously. The diffi-
culty of foreign credit is also stated to have been a limit-
ing factor in both the cases. As regards F.F.P. its capacity
has been revised to 80,000 tons as to be in step with HMBP.

17. In their Report (1957) the USSR Team had suggest-
ed that further development of HMBP to a capacity higher
than 80,000 tons should be undertaken after achievement
of the previous capacities. As regards CMMP, they did
not consider it advisable to set up this project above 30,000
tons capacity due to difficulty in producing wide range ot
items and long time required to master the techniques. It
has, however, been stated during evidence that the Soviet
experts had subsequently agreed to expansion of CMMP
to 45,000 tons capacity and that the increase has mainly
been in the number of items already planned.

18. The Committee enquired whether there had been
any delay in the commissioning of the projects and any
extra expenditure consequent on such revisions. Both
the representatives of the Corporation and the Ministry
replied in the negative. :

19. Brief particulars of the changes which had to be
made on account of the revisions of capacities are given
below, project-wise: —

(1) CM.M.P.

(a) The original detailed project report for a capacity
of 30,000 tons was finalised in August, 1959. A revised de-
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tailed project report to cover 45,000 tons stage was called
for in December, 1960. It was received in August, 1961
and accepted by Government in July, 1962, ie. 3 years
after acceptance of original project report in August, 1959.

(b) Contract for working drawings for production and
ancillary shops was entered into in February, 1960 for
30,000 tons stage. These drawings were asked to be modi-
fied in December, 1960 to cover the 45,000 tons stage.

The additional expenditure on (a) and (b) above has
been Rs. 9:40 lakhs.

(c) Tender papers for civil construction work prepar-
ed for 30,000 tons caepacity and on basis of which quotations
were called for, were altered subsequently with revised
bill of quantities to cover the 45,000 tons stage.

(d) Contract for plant and equipment for 30,000 tons
stage was entered into in March, 1960. It was replaced by
a revised contract in July, 1962 to cover the 45,000 tons
stage.

(2) HM.B.P.

(a) Working drawings for main production/ancillary
shops and equipment foundations contracted in February,
1960, had to be modified. Originally these were to be
received between the period July, 1960 to July, 1962.
Actual supply started from June, 1961 and has not yet
been completed.

(b) Contract for plant and machinery executed twice
first in March, 1960 for 45,000 tons stage and again in
July, 1962 for 80,000 tons stage.

(c) There have been changes in the quantum of con-
struction work. Certain new items cropped up after
receipt of working drawings which were not anticipated
at the time of tendering.

(3) F.F.P.:

(a) A fresh detailed project report for the third stage
was called for in February, 1961. It was received and
accepted by Government in May, 1963 i.e. three years after
acceptance of original report (covering first and second
stages) in April, 1960.

1 k}};‘xdditional expenditure on this report has been Rs. 15
akhs.

(b) Contracts for plant and equipment have been
executed three times—for first stage in August, 1958, for
igggnd stage in March, 1961 and for third stage in May,

The plant and machinery for first stage was received
in 1960-61 and is lying idle. (cf. para 37).*

*At the time of factual verification it has been stated that as on 3ist
March, 1961, Rs. 5 lakhs worth of machinery was received against Rs. 10
,crores worth of machinery for which contract was entered into with M/s
Technoexport, for the first stage.
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(4) Other Effects (Common to three Projects):

(1) Revised schedules of construction and erection
of equipment prepared in 1962 (cf. para 22).

(2) Cost estimates revised three times by the Cor-
poration (cf. para 146).

20. Considering the revisions and modifications that
had to be carried out in the Detailed Project Reports,
Working Drawings, contract agreements etc. on account
of the upward revision of the initial capacities of the
various projects, the Committee are unable to appreciate
the contention of the representatives of the Corporation
and of the Ministry that there has been no extra expendi-
ture and delays on this account. Besides numerous com-
plexitias that have been created due to changes in the
schedules of commissioning, cost estimates etc., there is
little doubt that if the revised capacities had been
planned from the initial stages, various delays and extra
erpenditure on civil works and other items etc. would
have been avoided. It is true that these projects were
altogether mew in the country and, therefore, called for a
cautious approach but this approach does not appear to
have been followed subsequently despite the advice of the
Consultants. The Committee cannot help regretting that
had the original capacities not been interfered with, these
units intended for the first stage would have been fully
commissioned by now and would have been in the pro-
duction stage with the additional advantage of production
personnel gaining in practical experience and skill.

21. Demand in a developing economy can aluv:ays be ex-
pected to rise. In fact, even with the revised capacities,
these plants would meet only a portion of the anticipated
requirements during the Fourth and subsequent plans.
In all such cases, the wiser course would have becr to plan
the initial capacities carefully after fully considering the
requirements etc. and to execute them before any increase
in the capacity was considered. Additional requirements
should be met either by expansion of the existing units
after they have been commissioned or by setting up new
units. There have been similar other cases in the past,
when capacities of projects were revised in the construc-
tion stage, resulting in delays in commissioning of pro-
jects and extra expenditure for example in H.E.L., Bhopal
wind Neyveli Lignite Corporation. The Commitiee would,
therefore, suggest that Government may examine all these
cases of revisions to assess the delay in commissioning and
the consequent loss to the mnational economy apart from
any infructuous expenditure involved in such revisions.
Such a review would reveal many valuable lessons for
future planning of projects.
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C. Schedules of Construction and Commissioning of projects

22. The Committee enquired about the original time
schedules for construction and commissioning of each pro-
ject (stage-wise). It has been stated in reply that in the
case of HMBP and CMMP the relevant detailed project re-
ports did not stipulate any date of commissioning. How-
ever, based on the stipulated delivery dates of plant snd
machinery, revised contract for which was executed in
August, 1962, it had been anticipated that certain shops of
CMMP would be commissioned during 1964-65. As regards
HMBP, the first schedule was stated to have been pre-
pared on the basis of delivery dates as given by the Russian
Consultants. Subsequently certain changes were made by
Consultants and a revised schedule was prepared in April,
1962. Regarding FFP, it is stated that the first stage
(23,000 tons) schedule note in the Detailed Project Re-
port drawn up by the Consultants was solely on their ex-
perience of the conditions in their country. The com-
bined schedule of first and second stages (i.e., upto 45.000
tons capacity) was finalised in March, 1962. No schedule
for the third stage (80,000 tons capacity) has yet been
drawn up. The time schedule for HMTP is stated to have
been drawn up recently. Further different time schedules
of commissioning of various projects have been given in
Programme of Industrial Development 1961-66,  Third
Annual Report of the Corporation and the material fur-
nished to the Committee.

23. Evidently no difinite schedules of construction and
commissioning of projects were drawn up initially. There
has thus been an element of uncertainty in this regard
which might have partly been due to revision of capacities.
It is essential for proper planning and execution that deji-
nite time schedules of construction and commissioning of
projects are prepared as early as possible and are adhered
to.

24. According to the revised schedules drawn up in
1962, the progress of construction works and erection of
machinery in the main shops of the projects is as under:—



10

N b1 ‘mady %S €961 ‘kewy - doyg 1e3D) uononpay ()
N’ F¥g61 ‘aunf %oL €961 ‘Mdy - “doyg [ews pue umipapy (1)
N $961 “raquuada(q 9,0€ ¥o61 ‘ounf - * doyg sumyoeyy Laesy (1) JIWH
%001 01 €961 “23(1
% S1 wouy safuer 01 2961 ‘IQUINI(T . sy1o4 QO (13)
%S 7961 “1aquIada(] %86 Z961 ‘ydorely - . sytoA\ Junqeuy (2)
(€9
%SL €961 ‘TaquaAON  ‘Yorey) 9,001 €961 ‘Yorely * doyg Sunyzox poop (a)
IIN bo61 ‘ady %88 I doyg 2310 (22)
N $961 ‘raquida(y %SL £961 .bazsomw ‘ £1puno,f 19915 x uoiy (i)
%9 $961 ‘A1enigaq %98 €961 ‘[udy e : doys jeanionng (1)
.x.:. S961 ‘A1eniqaq %06 €961 ‘oun[  doys Ajquasse pue uryey (1) dJWNWD
9 S 14 € 4 1
€9-8-1 U0
se ssaxfoxd
Jo 28eY, €9-8-1 U0 sB
10 uon ssa1801d jo 288 %,
-31dwoo jo uonajdwoo 3o uonaydwod uonasydwod
Jep [emdy jo Nep pawwesSord Jo ANep [edY  Jo Aep pawwesdoid
wam (14 Jo 3580 uy) 104\ /doys Wfoig

~dmbo pus L1suryoew Jo wopsy

£4J0M UONBPUNOJ sIId/SYI0M TIATD




11

—-S(TVIe9E

00T ¥961 ‘aun| %88 £961 ‘JIGUIIAON doys funyop poop (1)
N 9961 ‘Lrenuef IIN bg61 ‘Aienue[ doyg 3uiues) dunse) (a)
N 9961 “An[ %o0¢ tg61 ‘Areniga,y ¢ doyg surydew ydnoy (a1)
™N 9961 “sndny N Tvg61 Qunf doyg 2810, ()
N 9961 “1aqWad2( N Fo61 "13quada(g A1puno.f uoly [P (1)
N $961 “Jaquuada(] 2,08 £961 1aqQUIdI(] K1puno.j uoty £310) (1) d3:1

S95B0 "£961 €961 (313 2dueudurews ‘sdoys
vow wl IN  ‘[udy 01 2961 ‘aunf 0,001 01 %18 ‘Azenue[ 01 961 ‘aun[ -YI0 3\ ‘saIMIS) SIow PYIQ (12)
%0S £961 ‘1390100 2,86 7961 “JIqUIdAUN Yooy Lepxny (2)
%ol F961 ‘Qun[ %009 £y61 ‘1aquadag yoolg sudaQ ey (i)
9 § 14 t 4




O
8

Committee
observation.

Delay in
commission-
ing of

HMTP.

Need for

setting up
of Techni-
cal plann-
fnz cell in
the Mintisay
tH water
progress.

12

25. It will be seen that in many cases civil works have
not been completed even according to the revised schedu-
les. Progress in erection of machinery in most of the
shops is also lagging behind schedule and is nil in most
cases. It has also been noticed that various works had not
been commenced according to the schedules. The Com-
mittee were, however, assured by the representative of
the Corporation that the present schedules would be main-
tained. They trust that every effort would be made by the
Corporation to adhere at least to these revised time sche-

dules by expediting construction and erection works as much
as possible.

26. As stated in para 12, the HMTP was expected to be
commissioned by the end of the Third Plan. A tentative
target of production of Rs. 3 crores was also envisaged by
1965-66. The Committee are now informed that the com-
missioning of the project would be somewhat delayed and
the output tentatively reckoned at the end of the Third
Plan, would not be realised. This is attributced to delay
in receipt of detailed project report and the protracted ne-
gotiations in fixing the prices of plant and machinery
against the Czech credit of November, 1959 amounting to
Rs. 23.1 crores. The Committee comnsider it wunfortunate
that it should have taken the Government and the Cor-
poration 3% years in the various stages i.e., preparction of
detailed project report, finalising negotiations for purchase
of plant and machinery, etc. They would recommend thai
a firm schedule of construction of the project sliould be
drawn up immediately and every effort made to commission
the project by the end of the Third Plan period, as had
been envisaged.

27. The Committee understand that progress of cons-
truction works is watched by the Ministry through month-
ly progress reports. No Planning Cell to watch the diffe-
rent stages of execution of the projects under the control
of the Ministry and to concentrate on their broad technical
and economic aspects has however, been set up as yet
though the need for such a planning Cell was stressed in
the Third Five Year Plan in 1961. In the Third Plan Re-
view the importance of such a cell has again been high-
lighted. The representative of the Ministry stated during
evidence that they were trying to organise such a cell.
The Committee note that it has not been done so long but
hope that the proposed cell would he organised without any
further delay.

D. Production Programmes

28. Tentative production programmes (given in Appen-
dix T) were drawn up by the Corporation for the three pro-
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jects in 1963. According to these programmes, production
is envisaged as follows:—

Envisaged production (in tons)

Project
1963-64 1964-65 1965-66 1966-67 1967-68 1968-69
1. CMMP (45,000 tons) 750 10,000 12,880 22,565 31,050 45,000
2. HMBP (80,000 tons) 1,800 16,000 22,500
3. FFP Casting 12 ton Castings and Castings and

(80,000 tons) only wooden Forgings 3780 Forgings 19925
patterns 5700 tons plus 11400 tons plus 25250
CFT CFT of pat- CFT of pat-

terns terns

29. These tentative production programmes are not N
based on any firm orders from the users except that the a,’;‘:gig;rup
National Coal Development Corporation has placed orders frm produc-
for some belt conveyors from CMMP. It has been stated tion progra-
that the Corporation cannot finalise the production pro- Mmes.
grammes unless orders are received from the users and the
latter cannot indicate their requirements until designs of
equipment are finalised by the Corporation. During
evidence, the representative of the Ministryv stated that the
position was not so bad as it looked and that orders would
be received. It is also stated that a team of planning ex-
perts has been invited from the U.S.S.R. to help the Cor-
poration in the preparation of a ten vear production pro-
gramme. The Committee trust that ear’y action would
be taken by the Corporation to draw up firm production
programmes for each project in consultation with the users.
They would also suggest that these programmes, 1chen
finalised, should be published in the Annual Reports of
the Corporation.

30. The table below shows the year when Detailed Pro- Artainment
ject Report was called for in respect of each project, vear of rated
of commencement of production and the vear when rated c8pacitics.
capacity is expected to be reached: —

Tortal period

taken in

reaching
Year of Year of Year of rated capa-

Project calling commence- reaching city from
for ment of rated commence-

D.P.R. production capacity ment of

production

1. HMBP . . 1957 1963-64 1970-T1 7 Vears
2. CMMP . . 1957 1963-64 1968-69 § Years
1. FEp . . 1958 1963-64 1971-72 8 Yycars
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31. Thus there would be a gap of 6 to 7 years between
calling for the D.P.Rs and the commencement of produc-
tion and it would also take 5 to § years for the projects to
attain rated capacities from the time of commencement of
production. It is stated that in US.S.R. and Czechoslova-
kia it normally takes five years for similar projects to com-
mence production from the date of calling for Detailed
Project Reports and a further period of four years is taken
to attain full rated capacity ie. total nine years period as
against 11 to 14 vears expected to be taken in the case of
the Corporation's projecis. The Committee feel that the
gestation period it the case of projects of the Corporation
is too long. They hope that every effort would be made
by the management to attain production to optimum capa-
cities as early as possible,



I
PLANT AND MACHINERY AND TRANSPORT
A. Plant and Machinery

32. According to the latest estimates, the plant
and machinery for the four projects is expected to cost
over Rs. 97 crores including customs duty, port trust
charges, inland transport, handling charges etc. The
value of orders placed so far is Rs. 49.51 crores, of which
machinery worth Rs. 26.17 crores has been received.

33. The table below shows the value of plant and ma-

chinery received and installed at each of the projects:—
Project Value of Value of Percentage
Machinery  Machinery  of 3.t 2

received installed
(I,‘ ~2 ‘3; .4
} 35 B LA . . . . 11°41 1°22 10° 7
HMBP . . . y 466 47°6
CMMYP . . . . 4798 391 %5
ToralL . . . 26017 9 Y 374

34. Thus the perecentage of machinery installed to that
received is 10'7 in FFP and 47:6 in HMBP. The overali
percentage of installed machinery to total received for
three plants works out to 37.4. Slow progress in the instal-
lation of machinery has been attributed to the following:—

(i) Delav in completion of construction work, pil-
ing work and in procurement of materials like
steel, AC sheets ete.

(ii» Lack of coordination in delivery of working
drawings therefor had not been received. In
the delivery of the equipment from the USSR.
In this connection it is stated that while in some
cases the equipment had arrived. the foundation
drawings therefor had not been received. In
others while foundation drawings had come. the
equipment had not reached. In several cases,
though both the equipment and the foundation
drawings had come, the installation could not
be done for want of AC sheets etc. There hes
been some improvement in the supply of sheets

15
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but the non-availability of working drawings
for equipment foundations still persists.

(iii) Plant and eguipment worth Rs. 10 crores for
1st stage of FFP having been ordered in 1958
even before the receipt of the detailed project
therefor. The machinery was received in 1961
and is lying idle since then.

35. During evidence the representative of the Corpora-
tion stated that as far as possible they had endeavoured to
synchronise the delivery of the equipment with the com-
pletion of construction of various shops but difficulty arose
mainly due to delays in piling work and supply of mate-
rials like asbestos, cement sheets, C.I. sheets etc. He
assured that they were trying to overcome the various
construction difficulties and that they would keep up to
the revised schedules drawn up in 1962.

36. The Committee are not convinced with the expla-
nation given. They regret the slow progress in the con-
struction of projects and in the installation of plant and
machinery, most of which was received as far back as
1961-62. In spite of realising their inability to do the con-
struction work according to schedule, the Corporation has
not exercised due care in ordering the equipment and
synchronising its receipt with the construction work. It is
surprising that obvious dangers of damage etc. to the un-
installed machinery, which has to be stored, were not fully
realised by the Management. This was unfortunate as
subsequent evenis proved when heavy losses to the stored
equipment were caused by the recent fire. It is also note-
worthy in this context, that the period of performance
guarantee of the equipment in the case of supplies from
USSR extends to 18 months from the date of shipment,
Apparently, in many cases, the equipment received from
USSR will be installed after the guarantee period is over.
That the management had to approach the Soviet suppliers
to secure guarantee for a period of 3 to 4 months after erec-
tion is a further proof of lack of care in coordinating the
construction work with the arrival of machinery from
USSR. The Committee cannot over-emphasise the mneed
for complete coordination in these matters. They hope
that effective measures would be taken to remedy such a
state of affairs and to step up the tempo of construction
work so as to instal the machinery which is lying idle.
Further, the Committee have no doubt that this lesson will
be borne in mind while ordering machinery for future pro-
jects.

37. In regard to placing of orders for machinery for
FFP before the receipt of DPR referred to in item (iii)
above, the Committee understand that the order was de-

At the time of factual verification, it has been stated that according

to an understandin
the Vice-President

g that was reached during subsequent discussions with
of Messrs. Prommashexport, Guarantee is operative for

peri f 12 months from the date of commissioning subject to the condi-
aon tt?gt 2he equipment will be examined once in six months and preserva-

dve treatment given to them.
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cided to be placed by Government with a view to take
advantage of the competitive offer of Technoexport,
Czechoslovakia. The representative of the Corporation
‘-admitted that they have now enough experience mot to
take to this practice in future. The Committee hope that
the necessary lesson will be drawn by Government to
avoid recurrence of such cases in other projects.

38. The Committee are informed that machine tools
worth Rupees one crore have been ordered by the Corpora-
tion from Hindustan Machine Tools, Bangalore and 90 per
cent of these machine tools have been received.

39. In this connection it has been brought to the notice
of the Committee that at present machine tools are pro-
cured by public undertakings from the H.M.T. Bangalore,
much in excess of their immediate requirements resulting
in locking up of capital as well as delaying the deliveries
of such machine tools to other industries. The represen-
tative of the Corporation agreed that they should mot pro-
cure these tools much ahead of requirements. The Com-
mittee suggest that suitable instructions may be issued by
Government to all public undertakings in this regard.

40. The Committee enquired about the extent of likely
annual idle capacity of machinery till the attainment of
rated outputs in the projects. It has been stated that it
is difficult to give any precise indication in this regard, as
it depends on the availability of designs, orders from the
users, etc. However, it transpired during evidence that
the installed capacity might not be utilised to a large ex-
tent in the years immediately ahead because of practical
difficulties of (i) raw material shortages (ii) lack of
matching supplies needed to complete the equipment made
by the Corporation (iii) lack of suitable designs and draw-
ings and (iv) shortage of experienced cadres. Further.
the “6000 tons forging press”, which has been decided to
be added to FFP has a capacity of 30,000 tons of forgings
a year in the higher weight range but the present require-
ments for such forgings are only about 6000 tons. The
representative of the Ministry admitted that there was
such a likelihood if full and sufficient care was not taken
of every one of the above factors. He added that an ad-
vance programme of production was being worked out
and that they would do their best on that basis. The Com-
mittee hope that adequate steps would be taken by the
Corporation and the Ministry to ensure optimum utilisa-
tion of capacity.

B. Transport

41 Bulk of the plant and machinery imported by the
Corporation is being received through the Calcutta Port

Indigenous
Purchases.

Utilisation of
idle capacity
of machinery.

Delay in
clearance of
consignments
at Calcutta
Port.
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There have been delays in clearance of consignments and
at the end of December, 1963 the following pagckages were
still awaiting clearance at the port:—

No. of

packages

(i, lying for 3 months 3
(i) lying for more than 3 months but upte 6 months . . 17
(iit) lying for more than 6 months but upto 1 year . 9
(iv) lying for more than 1 year but upto 2 years . . . 22
(v) lying for more than 2 years . . . . . 1
TOTAL . . . . . . . - 5:

42. Between the period from January, 1961 to Septem-
ber, 1963, the Corporation has paid a total sum of Rs. 36°26
lakhs to the Calcutia Port Authorities by way of “single
rent” and ‘‘penal rent” on account of delays in the cleai-
ance of consignments. A break up of this amount together
with contributory factors is given below:—

Ry, in
lakhs)

{i, Late receipt of shipping Documents . . . . 7:45

(ii) Defective Documents . . . . . . 7°46

(iii; Inabiliry to move over-dimension consignments . . 792
(iv, Other Operational reasons, {including delays on the

part of clecaring agents) . . . . 13-112

Toral . . . . . . . 36°26

43. In regard to (i) and (ii) above, the responsibilily
is placed on the suppliers. It is stated that the matter has
been brought to their notice. In addition, a new procedure
of payment under the credit arrangements, has been in-
troduced last year. In spite of these measures, there has
been no appreciable improvement in this regard. The
Committee fail to understand why there should be any
delays in the supply of shipping documents or defects in
their preparation and why should the Corporation bc
penalised for the same. At any rate, such difficulties should
have been resolved with the suppliers in the very begin-
ning. Obviously no commercial organisation would allow
an expenditure of about Rs. 15 lakhs to be borne by it on
this account. They would recommend that the matter
should be carefully examined by Government with a view
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to streamlining the procedure as also to obviate such delays
or defects in documents in future. In this connection the
possibility may be explored of including a clause in the
agreements for reimbursement of losses by the suppliers
arising on account of delay in receipt of or defects in
shipping documents.

44. As regards other reasons, it is stated that difficulties
arose due to non-availability of special type of wagons re-
quired for over-sized consignments, packages getting loose
or dislodged and improper marking thereon, delay in 1¢-
ceipt of vouchers from clearing agentis, etc. During evi-
dence, the representative of the Corporationn stated that
this has been “a very unhappy experience” and that they
have since asked the suppliers to give advance intimatica
so that they could plan timely movement. He also admit-
ted that there had been delays in construction of projects
for want of structural steel etc. which had been held up at
the port for a long time.

45. The Committee feel that the factors which have re-
sulted in the payment of such heavy demurrage charges
as well as congestion at the port could have been avoided
if the Corporation had kept close liaison witi the supplicrs
and programmed the movement of the consignments ac-
cordingly. They trust that immediate steps would now be
taken by the Corporation to get the packages lying at the
port transported to the projects’ sites and to avoid any
undue hold up at the port in future.

46. The Committee understand that the Corporation has
appointed its own clearing Agents at the Cal-utta port and
a sum of Rs. 18'86 lakhs has been paid to them since Sep-
tember, 1961. In addition, it has also set up a transport
and movement office at Calcutta. It is now proposed tn
try the clearance work departmentally.

47. In this connection the Committee would invite at-
tention to para 176 of their 32nd Report (Third Lok Sabha)
on National Coal Development Corporation wherein they
have recommendaed the setting up of a separate agency for
dealing with work relating to customs clearance, transpor-
tation etc. of all Public Undertakings at Calcutta. The
representative of the Corporation agreed *hat such an
arrangement would be economical. The Committee re-
iterate their earlier recommendation and hope that a sepa-
rate agency would be set up by Gorvernment for the pur-
pose at an early date.

48. In regard to the transport arrangements made for
production stage, the Committee are informed that the
requirements have been intimated to the Railway Ministry
and that they would make the necessary arrangements. It

Earlier Te-
commenda-
tion reg:
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work at Cal-
cutta Port
reiterated.
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needs no emphasis that production af the projects would
involve movement of large quantities of rato materials and
finished products which would need special types of
wagons, etc. There have been cases m the past when due
to shortage of particular type of wagons, the imported
equipment has been held up ot the Calcutta port, The
Committee suggest that the Ministry should ensure that
the requirments of the Corporation for line capacity, spe-
cia) types of wagons etc. are finalised and necessary action
initiated well in time by the Reslway authorities.



IV
RAW MATERIALS AND COMPONENTS

49. The following raw materials and components have Items Im-
been or are expected to be imported by the Corporation ported  or

for production programmes already drawn up for various likely to be
projects: imported,

. Value of Value ot Percen-
Project Imports Output tage
of Items Imported

(3) o (2)
1 2 3 4 5
(Rs. in Crores)

1. CMMP (1 year 130 2°37 50°6% Electric motors (Rs. 4c
Programme lakhs), ball bearings.
1964-65) (Rs. 40 lakhs), alloy steel

(Rs. 25 lakhs), special
tools, measuring instru-
ments and other acces-
sories (Rs. 25 lakhs).

2. HMBP (2 years 2-78 181 15.3%, Castings and foregings
programme (Rs. 46-46 lakhs, sub-
1964-65 and assembly items (Rs. 1-38
1965-66) crores), finished auxi-

liaries such as electric
equipment, ball Bcarings,
springs etc. (Rs. 32-95
lakhs) components for
cranes (Rs. 60 lakhs).

3. FFP (3 years 1°32 348 38% Haematite pig iron, pure
programme metas! and ferro alloys,
1963-64 to graphite and electrodes,
1965-66) measuring instruments,

copper coated electrodes,
die block steel and tool
steel.

50. Thus it would appear that the value of imports of
raw materials and components constitute 50:65¢ of the

\Fr%lll;e of output of CMMP, 15'309, of HMBP and 389, of

51. These materials and components broadly fall into
the following three categories: —

(i) Auxiliary items which are required to complete
the machinery produced at HMBP and CMMP
such as electric motors, ball bearings and other
sub-assembly components.

(ii) Foundry materials like pig iron, electrodes,
special steels etc.

(iii) The HMBP also requires castings and forgings
till FFP goes into production, i.e. by 1965-66.

21
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52. It is stated that a list of auxiliary items required
for HMBP and CMMP has been prepared and circulated to
various units in the country through the Department of
Technical Development of the Government of India. But
at present there are only a few items which could be pro-
cured from indigenous sources as the capacity in the coun-
try is either not developed or is fully booked. The largest
and urgent requirements are stated to be of electric motor
and ball bearings. While the former are expected to be
produced by the HEL during the next 4 to 5 years, the
capacity for the latter is still to be developed. The repre-
?entative of the Ministry has stated that they are planning

or it.

Even in regard to such items as lend themselves for pur-
chase from indigenous sources. it has been stated during
evidence that requirements have not vet been assessed and
intimated to various parties nor has anv agreement been
entered into with them. The representative of the Cor-
poration stated that thev proposed to do so now.

53. As regards foundry materials. it is stated that they
have assessed the requirements and are examining the
scope for securing them. Certain quantities of pig iron
and coke, which are in short supply, have been stockpiled.
It is also stated that allov steels for which the annual re-
quirements of FFP alone are 11.607 tons will have to he
imported until the Durgapur alloyv steel plant is set up.
On attention being drawn to the observation of the Indian
Productivity Team in their Report (1961) on foundry in-
dustry in Sweden, USA and Japan that the foundry indus-
try in India suffered from lack of adequate supplies of raw
materials such as high quality foundry pig iron, silica sand,
coke and inadequate development of suxiliary industries to
supply items like chaplets. moulding boxes, pins and bushes
etc., the representative of the Corporation stated that they
have taken the necessarv measures.

54. Tt has also bren stated that a standing Committee
under the Chairmanship of the Chairman of the Corpora-
tinn with representatives of Bihar Government has been
constituted to {oster development of ancillary industries at
Ranchi for supp!v of components and raw materials for the
Corporation. But it transpired during evidence that this
Committee has not so far met even once since its constitu-
tion about six months back as none of its members could

spare any time.

55. Eviden:ly. so far little attention has been paid to-
wards developing indigenous sources of supply of raw mate-
rials and the auxiliary items required by the Corporation.
It is unfortunate that the supply of electric motors and
ball bearings ete. was not ensured so as to coincide with
the manufacturing programme of the Corporation. In this
connection it is pertinent to note that as early as 1957, the
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U.S.S.R. Team suggested that production of auxiliary items
indispensable for completing the equipment of HMBP and
CMMP should be secured in good time and planned sup-
plies thereof ensured. The absence of such supplies and
any uncertainty about them would now not only saddle the
country with heavy foreign exchange expenditure on im-
ports but is also likely to affect utilisation of full capacity
of the plants. The Committee regret that the Corporation
as well as the Ministry should have taken a complacent view
of this important matter.

56. The estimated value of raw materials and compo-
nents required from other sources for each project at full
production stage is expected to be 52 per cent of the output
of CMMP, 45 per cent of HMBP, 36 per cent of FFP and 60
per cent of the HMTP. The need for making concerted
efforts to locate and increase the indigenous production of
components and raw materials required by the Corporation
is evident. It is imperative that the Corporation should
aim at ensuring that they are available from indigenous
sources in the quickest time possible. The Committee sug-
gest that, with this end in view Government should im-
mediately appoint a Committee of technical experts which
may include the representatives of the Corporation, Depart-
ment of Technical Development and the Ministry to survey
the indigenous capacity in this regard and to draw up, in
consultation with the wvarious interests concerned, a long
term plan for allocating among wvarious producers the res-
ponsibility for the manufacture of specified items. At-
tempts should also be made to standardise the components
as far as possible. The representative of the Ministry
welcomed the setting up of such a Committee.

The Committee also consider it highly desirable that
the Annual Reports of the Corporation should indicate the
percentage of imported raw materials and components used
in the manufacture of equipment so that the progress made
in the utilisation of indigenous raw materials and compo-
nents is known from year to year.

57. In regard to castings and forgings required by
HMBP for its manufacturing programme, till these are
available from FFP, it is stated that attempts are being
made to determine their availability from indigenous as
well as foreign sources. The difficulty both in India and
abroad would appear to be that the foundries are captive
and castings are generallv matched to the machine building
capacity leaving no surplus for use by others. It transpir-
ed during evidence that no source of supplv has vet been
firmly located and it is expected that USSR Government
might help in the matter or alternatively they might have
to import from some other country. The Committee are

Uncertainty
regarding
supply of
castmgg,
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unhappy at this position and hope that effective steps would
be taken to locate the source for the castings on which the
machine building programme hinges.

58. It appears that the Corporation has not yet evolved
any clear policy regarding procurement and stocking of
stores required for production purposes. At present certain
materials like rolled steel sections which are in short sup-
ply are being procured to meet two to three years require-
ments. During evidence the representative of the Cor-
poration stated that in the light of experience they would
review the position and reduce stocks to the minimum ex-
tent possible.

59. In this connection the Committee understand that
in the machine building industry in U.S.S.R. stock piling
of raw materials and components is not allowed for periods
longer than 4 months and in Czechoslovakia a maximum of
two months’ requirements are stock-piled.

60. While the Committee appreciate that conditions of
supply of materials are not similar in India, they would
suggest that the Corporation should so streamline its pur-
chasing and procurement procedures that the inventory is
not unduly heavy at any time. It is desirable to avoid un-
necessary locking of working capital in the inventories and
stockpiling of scarce materials which would otherwise be-
come available to other industries.
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LOCATION OF PROJECTS, LAND ACQUISITION AND.
TOWNSHIPS

A. Location of Projects

61. The location of HMBP and FFP in Bihar and CMMP
in West Bengal was decided by Govt. on considerations of
regional development, proximity to raw materials,
consuming centres, etc. The site for the former two pro-
jects was selected at Hatia (six miles from Ranchi) and for
the laiéter at Durgapur with the assistance of consultants in
1957-58.

62. Subsequently, however, it was found that the soil Inadequacy
conditions at Hatia were not satisfactory for FFP, in which of initial soi
case very heavy foundations were involved. This led to vestiga-
the following: — o

(i) Additional soil investigations were carried out
by the Corporation in 1961 at a cost of Rs. 225
lakhs.

(ii) Ultimately it was decided to go in for pile
foundations. The system of piling to be adopted
also presented difficulties. Various tests were
conducted towards this end at a cost of Rs. 1-24
lakhs.

(iii) It was only in 1963 i.e. 2 years after undertaking
additional soil investigations that a satisfactory
system of piling could be found out. The ex-
pen}:iiture on piling is estimated at Rs. 114-00
lakhs.

At Durgapur also, a number of gravel pits were found
after plans for the township had been drawn up, leading
to further detailed survey work, revision of plans and a
loss of about six months time thereon.

63. Thus the inadequacy of initial soil investigations has
resulted in an extra expenditure of Rs. 117-49 lakhs and a
loss of time of about 2 years on soil investigations at Ranchi
and six months at Durgapur. It transpired during evidence
that the selection of Hatia site was made on the basis of
some preliminary soil investigations carried out by the
State Government and the consultants. Later on, when
the construction work started in 1961, it was found that the

25
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bearing pressure was less for heavy foundations and called
flor ';nore careful checking. The consultants also raised
oubts.

64. The Committee regret that Government selected the
sites for the projects without carrying out detailed boring
and soil investigations, which were all the more necessary
for this heavy engineering industry. Had this been done,
it would have saved the extra expenditure of Rs. 1:17
crores and the time of 2 years in further investigations and
decisions. Another unsatisfactory aspect of this delay is
that the FFP which should have actually been commission-
ed along with HMBP if not earlier would now go into pro-
duction much after the latter, thereby necessitating imports
of castings and forgings for the machinery to be manufac-
tured there. There have been other similar cases in the
past e.g. H.E.L., Bhopal; and Barauni Rfienery, where selec-
tion of sites was made on inadequate technical investigations
leading to considerable extra expenditure and delays in
the completion of projects. The Committee trust that at
least now the Government would be cautious and take ade-
quate steps to guard against location of projects on inade-
quate soil investigations. In this connection the Commit-
tee would also draw attention to para 32 of their 34th Re-
port (Third Lok Sabha) on Indian Refineries Ltd. wherein
they recommended that definite criteria should be laid
down by Government for selection of sites for the public
undertakings.

B. Land Acquisition

65. At the time of deciding on the location of the pro-
jects in 1957, the Bihar and the West Bengal Governments
inter-alia agreed that the land for the establishment of the
plants would be acquired by them at their own cost and
the Government of India would not be called upon to meet
any part of either the cost of land acquisition or the cost
of rehabilitation of the displaced families.

66. The following land was given free of cost by State
Governments in 1960 for establishment of the plants:—

By Bihar Government at Ranchi . . . - 2399 acres

By West Bengal Government at Durgapur . . . 185-16 acres

67. Regarding the land for the townships, the Central
Government originally thought that the assurance of the
State Governments covered the requirements of townships
also. But subsequently it transpired that only the land re-
quired for the factories, including expansion thereof, was
intended to be made available free of cost by State Gov-
ernments and the land for the townships would have to be
paid for by the Corporation. At that time, however an
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understanding is stated to have been given by State Gov-
ernments that the cost of land at Durgapur would be at
the rate of Rs. 1500/- per acre and at Ranchi at Rs. 1200 per
acre. The acquisition of the land was notified by State
Governments in 1959-60.

68. Subsequently delays occurred in taking possession
of the land and it had to be acquired by the Corporation
at a very high cost as follows: —

(a)

«(b)

(c)

Delays.—The possession of the land was first
made over to the Corporation in 1962 i.e. about
2 years after notification. In fact the proposal
for construction of the townships was approved
by Government in November, 1960 but actual
work started in April 1962.

Some of the land still remains to be acquired.
So far, the Corporation has taken possession of
4013 acres at Ranchi and 1261 acres at Durgapur
out of requirements of 5390 acres and 1500 acres
respectively.

Cost.—At Ranchi, the land has been acquired at
rates ranging from Rs. 3200/- to Rs. 6000/- per
acre i.e. 3 to 5 times of the rate of Rs. 1200/- per
acre originally indicated by the Bihar Govern-
ment. At Durgapur, the rate of compensation
has not yet been finalised. Some tentative pay-
ments have been made at about Rs. 2300/- per
acre.

In addition, the Corporation has also paid to the
land-lords the value of their immovable assets
and solatium at 159 of the total compensation
payable to them. The State Governments have
also charged the value of land-lords’ intercs<t for
20 years and 5 to 207 on account of establish-
ment/contingency charges for acquisition of land.

Other effects.—Due to delay in acquisition of
land, the Corporation had ta construct temporary
houses in the land given for factories at a cost
of about Rs. 2:7 crores. Alternative site for con-
struction of township was surveyed at Ranchi.
There has been set back in the construction pro-
gramme of the projects as the recruitment pro-
gramme had to be phased according to avail-
ability of accommodation. There has been in-
crease in costs of townships as a result of rise in
prices of materials and labour etc. during the 2
yvears’ period.

2662 (Aii) LS—3
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Reasons. 69. It is stated that when the quantum of compensation
for the Ranchi township land was under consideration in
1960, there was wide-spread agitation from Adivasis, who:
predominently inhabitate the area, regarding low compen-
sation (which ranged from Rs. 54/- to Rs. 1650/- per acre)
paid by the State Government for land acquired for the
factories. As a result of this, the State Government in 1961
increased the rate of compensation (which ranged from
Rs. 2180 to 5250/- per acre) for the land already ac-
quired for factories as well as that for township. Award
is also stated to have been given by the court in respect of
certain portion of land at Rs. 6000/- per acre. The enhanc-
ed rates of compensation were not acceptable to the Cor-
poration and the matter has been under discussion between
the Government of India, the Bihar Government and the
Corporation. Ultimately the portion of land (about 831
acres) for which award had been declared was acquired at
Rs. 6000/- per acre and the remaining land at rates ranging’
from Rs. 3200/- to Rs. 5450/- per acre by direct negotiations
by the Corporation with the land-owners.

Committee’s 70. It appears that the whole difficulty regarding land
hdatomes  acquisition arose because the Government of India neither
: indicated the requirement of land (both for projects and
townships) in specific terms to the State Governments nor
got any clear assurance from them in regard thereto, as has
been admitted during evidence. Had this been done, it
would have obviated the various delays and heavy extra
exrpenditure. It is evident that there should be clear and
specific agreement on such issues in the very beginning as
otherwise ambiguities arise which lead to difficulties and
high costs. There have also been other cases where the
original assurances given by the State Governments have
been subsequently changed by them and the grant of free
land had to be changed into financial participation of State-
Governments. In this connection a reference is invited to
para 64 of 34th Report of the Committee (3rd Lok Sabha)
on Indian Refineries Ltd. The Committee would recom-
mend that the whole question of land acquisition for public
sector projects may be examined by Government in a com-
prehensive manner and broad guiding principles laid down

to avoid any similar difficulties in future projects.

Other Su- 71. The following other suggestions were also discuss-
®gestions,  o4.__

(i) Rehabilitation of displaced families.—Though the
responsibility for rehabilitation of persons dis-
placed by the projects rests primarily with the
State Governments, the Corporation should lend
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full support and help to them in securing decent
means of livelihood and in providing suitable
jobs after training in the projects. The re-
presentative of the Corporation stated that they
were already training some boys from the dis-
placed families and proposed to employ all who
were skilled.

(ii) Regulating land transactions.—The desirability
of regulating land transactions in the project
areas, so as to curb any speculation in the sale
of land and profiteering, may be considered in
consultation with the State Governments. 1t is
stated in this connection that there has been
considerable speculation and profiteering in land
at Ranchi. The Committee also understand that
a private sector unit has purchased land at much
lower prices at Ranchi.

The Committee expect the State Governments to
ensure that the rates at which land is made avail-
able to the public undertakings and private sec-
tor units in the same area are uniform as far as
possible.

C. Townships

72. Two townships—one at Ranchi and the other at
Durgapur—are being set up by the Corporation. The num-
ber of houses being constructed at Ranchi is 18,000 and at
Durgapur 5,000 i.e. a total number of 23,000 houses. The
number of persons expected to be emploved in the plants
is also about the same.

73. As against the estimated cost of Rs. 31.90 crores in Estimates of
1960 on both the townships (Rs. 24-40 crores of Ranchi end Cost.
Rs. 7.50 of Durgapur township) their cost is now placed a*
Rs. 43 crores (Rs. 33 crores of Ranchi and Rs. 10 crores of
Durgapur township). This rise of Rs. 11.10 crores in esti-
mates within 3 years has been attributed to increase in
costs of labour and material, land, sewage works, addition

of houses (2,000) to meet the requirements of HMT Plant,
ete.
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74. The table below gives the comparative cost of the
townships at the three Steel Plants where conditions are
more or less similar, and the Corporation’s townships,
together with total capital investment on the Plants:—

(Rs. in crores)

Cost of Total Percentage
Particulars township investment  of (2) to (3)
on Plants
(1) (2) 3 (@

HSL’s townships
1. Durgapur . . 1729 189°20 9-1
2. Bhilai . . 1517 20234 74
3. Rourkela . . 1433 224°39 63
ToraL 46-79 615-93 76

HEC's 1ownships
1. Durgapur . . 1000 30-30 33-0
2. Ranchi . . 33-00 176-30 19°0
TOTAL . 43-00 206" 50 21°0

75. Thus whereas the cost of townships of HSL works
out to 7.69, of the investment, it is 2197, in the case of
townships of the Corporation. The disparity in percentage
in Durgapur is still more glaring. In this connection the
Committee also note, that while the plinth area construc-
tion costs of various types of quarters built by National
Coal Development Corporation at Ranchi has ranged bet-
ween Rs. 14.40 to Rs. 16.80 per sq. feet that of Corpora-
tion’s quarters of more or less same category, it has ranged
between Rs. 13.95 to Rs. 20.78.

76. It has been explained that the Corporation had to
incur more expenditure on foundations as the soil was not
good, one water, electricity supply, ete. 1t is also stated that
there were not many amenities which could be shared with
the Ranchi town.

77. The Committee feel that the cost of townships of the
Corporation which works out to as much as 219, of- the
total investment is disproportionately on the high side, as
has been admitted by the representative of the Corporation
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during evidence. It should be realised that the investment
on townships which is unproductive—will have a bearing
on the cost of the products by way of adding to the depre-
ciation, overheads and interest charges. In fact, based on
the number of employees, the average cost of a quarter per
employee works out to Rs. 19,000. It is doubtful whether
expenditure on houses at such a lavish scale could be in-
curred from the general point of economy, much less from
the commercial viewpoint of the Corporation. It is wvery
essential, that utmost economy is exercised in this regard.
With this end in view, the Committee would recommend
that the cost of the townships should immediately be re-
viewed and brought down to the absolute minimum.

78. In this connection, the following points may also be
borne in mind:—

(1) The total expenditure on non-residential build-
ings is estimated at Rs. 2.43 crores i.e. Rs. 100
lekhs on hospitals, Rs. 41.17 lakhs on Schools,
Rs. 65-73 lakhs on shopping and community
centires, Rs. 35.85 lakhs on town hall and reading
room, guest houses etc. Such heavy expendi-
tures on these buildings are hardly justified and
need to be pruned down considerably.

(2) At present, the construction of quarters seems to
have been taken up for the entire number of
personnel required for the Plants at full produc-
tion stage. The construction should have been
phased and spread over a number of years. It
should bear some proportion to actual require-
ments from time to time.

(3) The Corporation has constructed 4850 temporary
quarters (4484 at Ranchi and 366 at Durgapur)
at a cost of Rs. 2:70 crores. The representative
of the Corporation stated during evidence that
with proper maintenance these houses could last
for about 15 to 20 years and to that extent they
could obviate the construction of permanent
houses. These houses should be properly utilis-
ed as long as they can last.

(4) The designs of houses may ‘be reconsidered so as
to make them simpler and cheaper.

(5) The establishment and other expenses are esti-
mated at 6 to 79, of the total investment of
Rs. 43 crores. These seem to be on the high side
and could perhaps be brought down considera-

bly by increasingly resorting to lumpsum system
of contracts.
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79. Due to location of public undertakings in out-of-the-
way places, considerable expenditure is being incurred in
the construction of big townships. It has been estimated
in the Annual Report on the working of Industrial and
Commercial Undertakings of the Central Government for
the year 1962-63, that the cost of townships of ten under-
takings alone, which are under construction (e.g. H. E. C,,
HEL, Indian Refineries etc.) is likely to be of the order of
Rs. 100 crores. Further, the expenditure on up-keep and
maintenance of these townships is also much in excess of
the recoverable rents and therefore considerable subsidies
have to be borne by the undertakings. This is in addition
to the depreciation and interest charges. This adds to their
social overheads and consequently to the cost of produc-
tion.

80. The Committee discussed with the officials whether
this unproductive expenditure should be tagged or to the
Commercial Undertakings. Both the representatives of the
Corporation and the Ministry agreed that such social over-
heads should be kept separate from the commercial part of
a project. The latter also stated that this matter was under
consideration of the Finance Ministry but no decision had
yet been reached.

81. The Committee feel that the addition of the heavy
costs incurred on townships and other social amenities add
to the cost of the projects and tend to affect the economics
of the projects. The cost of production of every item goes
up. When that item enters into the production process of
other Undertakings, the end product bears the cost of two
or more townships with the result that it is priced out in
the world markets. They would, therefore recommend that
the matter may be examined by Government in a compre-
hensive manner, with a view not only of proper allocation
of such an expenditure but also finding out ways and means
of reducing it to the absolute minimum.

82. In this connection the following suggestions may
also be borne in mind:—

(i) At present considerable expenditure is incurred
on the provision of medical and education facili-
ties by undertakings, which should largely be
the concern of Employees State Insurance Cor-
poration and the State Governments. The ex-
penditure on such facilities 'by HEC alone is esti-
mated at Rs. 1.42 crores. It has been stated in
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this connection that they approached the ESIC
and the State Governments but to no avail so far.
It, however, appears that there is also a general
tendency among public undertakings to provide
these facilities themselves with a view to keep
them wunder their own control rather than
approaching the appropriate authorities for the
same. It has also been men-
tioned that certain categories of employees
(over Rs. 400) will not be covered by the ESIC.
To avoid two agencies providing separate medi-
cal facilities to the employees (i.e. ESIC to em-
plovees drawing salary wupto Rs. 400 and the
undertaking for others, it is suggested that one
agency, preferably ESIC, may provide the entire
medical facilities by obtaining suitable contribu-
tion from the Undertakings.

(ii) Dispersal of houses

The desirability of dispersal of houses to adjoining
villages so that the cost as well as the servicing
might be less and the villages would also be
developed i.e. a sort of “satellite towns”. The
villagers will get a share of the expenditure of
the employees and that will give them ‘better
economic prospect. The representative of the
Corporation agreed that it would be a “very
sound arrangement” if suitable transport system
could be developed and that the suggestion was

worth eramining.

(iii) Maintenance expenditure

Steps should be taken by wundertakings from the
beginning to keep the maintenance exrpenditure
on the townships as low as possible and not in
any case more than realisation from rent so as to
avoid any incidence thereof on cost of produc-

tion.

(iv) There is need to take advantage of financ:al
assistance available under the Subsidised Hous-
ing Scheme. The public undertakings do not
seem to take full advantage of the financial
assistance available for industrial employees
under the Subsidised Industrial Housing Scheme.
In this connection the Corporation has stated
that a request was made by them to the Bihar
Government for a subsidy of about Rs. 31.88
lakhs for construction of 3,000 temporary houses
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but the same was not acceded to by the State
Government. Im this context it is pertinent to
note that the private sector industrial wunits
seem to make full use of the assistance available
under the scheme and thereby keep the cost of
their townships considerably low e.g. Tata Iron
and Steel Co., Jamshedpur are understood to
have been allotted 1990 houses by the Bihar Gov-
ernment under the Subsidised Industrial Hous-
ing Scheme for the accommodation of their em-
ployees.

(v) The employees may be encouraged to build their
own houses as is done in Jamshedpur.

(vi) The expenditure on townships and other social
amenities should be borne out of the undertak-
ing's own resources or by borrowings to be ulti-
mately written off from profits and not from the
capital account as seems to have been done by
the HE.C. In the case of TISCO’s township at
Jamshedpur, the expenditure is understood to
have been financed out of the Company’s own
resources which included borrowings from diff-
erent sources including Government under the
Subsidised Industrial Housing Scheme.

Desirability 83. The Committee are informed that the Corporation
of laying has followed the pattern of houses i.e. plinth area and scale
g::in d S:“‘r:; of accommodation as laid down in the Finance Ministry’'s
and specifi. O- M. No. 1063/SF/60 dated 23-3-1960. Their plans are also
cation of stated to have been scrutinised by the Committee on Plan

houses. Projects.

84. In this connection the Committee note that though
Government have prescribed the plinth areas and scales of
accommodation for different types of quarters in public
undertakings, no standard designs and specifications of the
houses, amenities to be provided etc. have been laid down.
It has, however, been stated that these have been dealt
with by the Committee on Plan Projects in a general way
in their Report on Industrial Townships (1963). The Com-
mittee would recommend that the question of laying down
standard designs and specifications of the houses, scale of
amenities to be provided, overall ceiling of costs, rent to be
recovered etc. may be eramined by Government, and
specific instructions issued in this regard to public under-
takings.
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CONTRACTS AND OTHER CIVIL ENGINEERING
PROBLEMS

A. Contracts

85. A large number of contracts have been entered into
by the Corporation for construction works of the projects
and townships. Certain peculiar features relating to some
of these contracts came to the notice of the Committee
during the course of the examination which are set forth
in the succeeding paragraphs.

(i) Acceptance of tenders other than the lowest and
awarding of contracts without calling for tenders

86. The table below shows the number of cases and the
amount involved in which (i) tenders other than the
lowest have heen accepted and (ii) contracts awarded
without calling for tenders during 1962-63: —
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87. Thus in 1962-63 alone, tenders other than the
iowest have been accepted in 20 cases. Besides, contracts
were awarded without calling for tenders in 61 cases. These
have been sought to be justified on grounds of urgency, etc.
In most of these cases approval has been given by the
Chairman and other officers of the Corporation under the
powers delegated to them by the Government. Such cases

do not appear to have been placed before the Board for
its approval.

88. The Committee feel that the awarding of a large
number of contracts in this manner is mot proper and is
open to criticism. It indicates that the works were not
planned in advance and had to be rushed through. Most
of these cases, particularly those relating to the townships,
could have been avoided by advance planning. The Com-
mittee recommend that the matter may be looked into
by Government and proper precautions taken to avoid
recurrence of such case in future.

(ii) Increase in the value of contracts

89. The table below shows the cases in which the value
of contracts has been increased after the contracts were

entered into or additional payments were made to the
Contractors.

Category No. of Additional amount paid
cases likely to be paid

(Rs. in lzkhs)
Due to delay in supply

of materials by Corporation I 1-06

(b) Duetoincrease in quanti- 35 92-92 (likelv to be consid-
ties or extra items erably more).

{(c) Dueto excalation clause NK  Lumpsum provision of Rs.
in contracts for increase 15 lakhs made in the
in price of materials and cost estimates on

labour rates. account of excalation

clause for materials. Pay-
ment of Rs. 175 lakhs
anticipated on account
of labour excalation
clause.

*HMBP 11 cases, FFP § cases (excluding a number of other civil
works contracts for which preparation of detailed drawings is in
jprogress, CMMP 1I cases, Townships 8 cases.
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90. In regard to (a) above it is stated that a contract
worth Rs. 19.47 lakhs for outdoor water supply work at
HMBP was awarded to Mr. K. Singh in May, 1961 and it
was to be completed by March, 1962. The Corporation
undertook to supply pipes to the contractor and placed
orders therefor on Indian Hume Pipe Co. but they could
not supply the same till the period of contract was over
i.e. March, 1962. The contractor refused to carry out the
work unless rates were enhanced. Accordingly the rate
was increased by 5:46 per cent (i.e. by Rs. 1,06,327). The
pipes were arranged to be cast at site by the Corporation
in the extended period and supplied to the contractor.
The Committee feel that it would have been possible to
avoid this loss of Rs. 1.06 laklhis by proper planning. They
hope that the Corporation has learnt the necessary lesson
and would guard against such losses in future.

91. As regards (b) it is stated that tenders have been
based on the schedule of quantities supplied by the colla-
borators in the detailed project reportis but on receipt of
working drawings some new items had cropped up and in
some cases the quantities of previous items had to be
revised and done by the same contractors. The rates for
extra items are fixed by a Claims Committee consisting
of officers of the Corporation. There have been a number
of cases when the contractors have differed from the
decision of this Committee and the representative of the
Corporation stated during evidence that an Arbitration
Board would be set up to settle such pending claims.

92. The Committee feel that such a large revision of
the contract value vitiates the terms on which tenders are
originally called and contracts placed. It appears also that
certain changes were due to revision of capacities. It is
elementary that before a work is undertaken full data
relating thereto should be worked out. They hope that
such situations as mentioned above would be avoided in

future.

93. Regarding (c), it is stated that there is an excalation
clause in civil contracts in regard to increase in statutory
prices of steel and cement, prices of bricks, stone chips etc.
and increase in labour rates. The excalation clause inter
alia provides that if the contractors are unable to procure
steel at Col. I rates and are allowed by the Corporation to
buy steel at Col. II or Col. IIl rates the difference will be

borne by it.

94. The difference in prices of Col. I and Col. II rates is
stated to be about Rs. 45 per ton and of Col. II and III*
rates about Rs. 90 per ton. The additional payments to be
made by the Corporation on this account are not readily

*Col. I is producer’s rate, Col. II wholesaler’s rate and Col. III
stockist’s rate.
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:available. It has been justified on the grounds of urgency.
Evidently, it seems that the producers could not supply
.steel at Col. I rates in time as orders had not been placed
on them well in advance. This would clearly indicate a
-certain lack of planning in ordering supplies. The Com-
mittee recommend that the Corporation should plan its
requirements of steel and other materials well in advance
.so as to avoid such extra expenditure in future.

(iii) Other unusual features in contracts
(a) Compensation for mot giving further work

95. The coniract entered into with M/S Shalimar Tar
Products in May, 1963 for construction of certain quarters
at Ranchi Township valued at Rs. 4.23 crores inter alia
provides for the payment of compensation by the Corpo-
ration at a graduated scale ranging from Rs. 3 to 10 lakhs
if further work is not allotted to the contractor. This has
been sought to be justified on the ground that prefabricated
process of construction has been adopted for which the
contractor has to set up a factory at a high cost. It is also
stated that the contingency of pavment of compensation
.is not likely to arise.

(b) Grant of advances

Apart from secured advances made to the contractors
-as admissible under the C.P.W.D. Code, advances amount-
ing to Rs. 75.10 lakhs have been made to 7 contractors for
purchase of construction equipment and better progress of
work etc. at varyving terms.

(c) Supply of Materials

There is provision in the contracts for supplv of mate-
rials like bricks, stone chips etc. by the Corporation to the
contractors. This is stated to have been done in order to
keep down the prices. It is stated in this connection that
there is an acute shortage of such materials at Ranchi and
price fluctuations have been wide.

96. During evidence the representative of the Ministry
admitted that all these were unusual features. The Com-
mittee feel that these terms especially the grant of advances
to the Contractors are contrary to the principle of open
tendering and vitiate the terms on which contracts are
placed. The grant of such facilities are also open to public
criticisme. They would urge that these should not normally
be resorted to.
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B. Constructional Defects

97. There have been the following defects in a number
of buildings constructed by the Corporation: —

Description of defects Remarks

A. Cracks developed in:
(1) Temporary Building cons- Cracks are gtated to have been

tructed for Central Design repaired at costof Rs. 9o0/-.
& Drawing office. 7
(11) Temporary ‘B> Type Qrs. Cracks repaired at a cost of
Rs. 4000/-.
(i17) Experts hostel Cracks stated to be of minor
nature.
(i) Canteen Block of Adminis- Additional columns provided at
" trative Building. a cost of Rs. 4000;-.
(v) A Building of FFP Cracks stated to be of minor
nature.
B. Collapse of storage shed at Shedwas built ata cost of over
Hatia in a heavy storm in May, Rs. 2-04 lakhs. Machinery
63 and subsequent fire therein . worth Rs. §-84 lakhs was

also damaged.

98. The occurrence of cracks in the buildings has been
attributed mainly to soil conditions at Ranchi. It is stated
that taking of special measures would have cost consider-
ably more and that some ‘“calculated risk” had been taken
due to urgency. Regarding collapse of Hatia storage shed,
it is stated that a Departmental Committee enquired into
the matter and it came to the conclusion that the collapse
has been due to some defects in design. The subsequent
fire in the shed has been stated to be accidental. During
evidence the representative of the Corporation stated that
the machinery involved in the damage had been salvaged
and was being used.

99. The Committee are not sure if the defects in the
Hatia storage shed could not have been avoided. They are
also not aware whether cracks have developed in other
buildings in the area. Though under circumstances of
urgency certain unconventionalities may have been inevi-
table the Committee trust that the management would
take adequate steps to ensure that in future designs of
buildings the soil conditions etc. will be borne in mind.

100. The Committee have observed that these defects
have come in for criticism in the local papers. In such
cases, earliest opportunity should be taken to clarify the
position through the Public Relations Officer of the Cor-
poration.



41

101. The Committee understand that the Corporation
has evolved its own schedule of rates based on State P.W.D.
rates and H.SL. rates for letting out contracts but the
same are not comprehensive enough.

102. In this connection the Committee understand that
in their report (1963) on Industrial Townships, the Com-
mittee on Plan Projects has observed that many public un-
dertakings used the State PW.D.,, CP.W.D. or MZES.
Schedules for preparing their estimates and scrutinising
the tenders of contractors which were not comprehen-
sive. They recommended the preparation of standard
schedules of rates on a zonal basis. No action has so far
been taken by Government in this regard. The Com-
mittee feel that it would be desirable if on the basis of
experience gained, standard schedule of rates are laid
down by Government on a zonal basis for guidance of
public undertakings. The representative of the Ministry
agreed that standard schedules would be beneficial and
helpful to the undertakings.

C. Other Civil Engineering Problems
(i) Construction Equipment

103. Originally the Corporation decided that it would
be made a condition when awarding contracts that the
various contractors would bring their own construction
equipment, required in their work. Subsequently, how-
ever, they decided to purchase such equipment and hire
out the same to the contractors. The bulk of such equip-
ment has been or is being imported. The value of orders
already placed by the Corporation on foreign countries is
Rs. 97-31 lakhs, out of the total estimated requirements
worth Rs. 2-79 crores.

104. Table below shows the value of such equipment
received by the Corporation, maintenance and deprecia-
tion charges thereon and the hire charges recovered from
the contractors during the last two years: —

(Rs. in lakhs)

Value of Maintenance’ Hire charges
construction depreciation recovered

Year equipment  charges from con-
(gross) at tractors
the end of
year
1961-62 . . . 35-62 1-72 0-68

1962-63 - : : 14751 14-98 1-94

Need for

standard
schedulu of
rates.
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Thus it will be seen that as against the recoveries of
Rs. 1-94 lakhs in 1962-63, the maintenance and deprecia-
tion charges alone on the equipment have been Rs. 14'98
lakhs. If interest on the capital at 4& per cent is also
taken into account the cost of such equipment to the Cor-
poration would still be more by Rs. 664 lakhs. During
evidence the representative of the Corporation admitted
that it should not be a losing venture, though he said that
some of the equipment was being used for departmental
purposes regarding to which separate information was not
readily available.

105. The Committee regret that the Corporation went
in for acquiring construction equipment estimated at
Rs. 28 crores when it was stipulated in the contracts that
the contractors would bring their own equipment. In
fact the contracts are normally awarded on the basis that
the contractors have all the mecessary equipment, unless
otherwise specified in the agreements. The hiring of
costly equipment at uneconomic rates tantamounts to
giving an unintended benefit to the contractors. The
Committee hope that public undertakings would in future
ensure that the contractors have the necessary equipment
to undertake the work.

The Committee also believe that the Corporation would
take necessary steps to make this “venture” an economical
proposition and ensure that at least the running, main-
tenance and depreciation charges are recovered from the
contractors.

106. The Committee enquired whether before purchase
of construction equipment, any attempt has been made by
the Corporation to get such equipment from undertakings
which have been completed. It has been stated that en-
quiries were made from Hindustan Steel Ltd., D.V.C., Hira-
kud and Neyveli authorities and that only two abandoned
cranes could be got from Hindustan Steel Ltd. which have
been put to use after reconditioning. As to the general
procedure followed in this regard, it is stated that before
any new equipment is bought, public undertakings are re-
quired to locate surplus equipment from other completed
projects. The latter are also required to girculate list of
surplus equipment to various undertakings before disposal.

107. However, from a list of surplus equipment avail-
able with some of these undertakings supplied to the Com-
mittee subsequently (Appendix II), it is seen that certain
items of equipment* e.g., cranes, trucks, brick making
machines etc. were available at Bhilai Steel Plant yet the
same have been imported by the Corporation from
U.S.S.R. The cost of brick making machines alone is Rs. 4
lakhs. The representative of the Corporation also admit-

*At the time of factual verification it has been stated that at the time
when the HEC made enquiries from the Bhilai Steel Project for either
loaning or outright sale to them of surplus construction enquipment, they
got a reply that barring 4 mobile cranes, no other equipment could be
released to them.
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ted during evidence that some equipment was available
with D.V.C. but was not sold to them. The Commitiee re-
gret that this aspect has not been carefully gone into
e_zthgr by the Corporation or by the Ministry before sanc-
tioning the imports, with the result that considerable
avoidable expenditure in foreign exchange seems to have
been incurred. They recommend that the present arrange-
ments in this regard may be reviewed by Government
with a view to avoiding any import of construction equip-

ment that may be available with other projects in the
country.

(ii) Desirability of building up comstruction potential in
the Public Sector

108. At present there are two agencies in the public
sector viz., the National Building Construction Corporation
and the National Projects Construction Corporation for
undertaking construction work. The latter is also required
to pool the construction equipment surplus from comple-
ted projects. These agencies do not yet appear to be suffi-
ciently equipped to the tasks. Only a verv small portion
of the construction work of the Corpcration is stated to
have been undertaken by them. The bulk of the construc-
tion work is being done through private contractors and the
Corporation has employed a large complement of engi-
neers for supervision of their work. In fact the energies
of the Corporation have been devoted mainly towards cons-
truction side with little attention to other important as-
pects of production i.e., arrangements for raw materials,
components, setting up of ancillaries, training etc. Further
difficulties are also stated to have been experienced by the
Corporation in selection of competent contractors.

109. The Committee discussed the desirability of setting
up a separate organisation for construction work in the
public sector so that (i) the costly construction equipment
and the experience gathered by the engineers may be
fully and properly employed after the completion of a
project and (ii) the factory management may be left free
to concentrate on production matters. The representative
of the Corporation stated that the ordinary building and
civil engineering works should be undertaken by a sepa-
rate organisation leaving the factory management to do
specialised work like erection of machinery etc. He
agreed that the National Projects Construction Corpora-
tion could be developed to undertake the construction work.
The Additional Secretary to the Ministry did not favour
setting up any other centralised agency for the purpose as
he felt that it would be difficult for any single agency to
deal with various construction works in different parts of
the country.

110. Considering the needs of a developing economy
and imcreasing tempo of construction work in the public
sector as well as the difficulty of getting suitable contractors

2662 (Aii) LS—4.
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the Committee are of the opinion that there is an impera~
tive need to build up strong organisations in the public
sector for undertaking constructiom and erection work.

?‘he setting up of such organisations will have the follow-
ing advantages: —

(i) The costly construction equipment which is at
present purchased by the undertakings for hiring
out to the contractors (often at wuneconomic
rates) and is generally disposed of after com-
pletion of works, will be pooled and fully utilised
thereafter, resulting in considerahle savings.

(ii) The large engineering staff which is now enga-
ged by public undertakings for . :nervision and
other work during construction period will not

be mnecessary, thus saving considerable sums of
‘money.

(iii) A body of experienced engineering staff will be
built up by such organisations for undertaking
similar works i the public sector.

(iv) The Management of Public Undertakings will be
left to concentrate on matters relating to pro-
duction from the very beginning.

The Committee recommend that the matter may be
examined by Govermment with a view to organising such
agencies in the public sector. In this context the streng-
thening of the two existing organisations viz., National
Projects Construction Corporatior and National Buildings
Construction Corporation for undertaking such works may
also be considered by Government.

111. The Corporation has developed its own drawing
and design organisation for civil engineering. It is claim-
ed that the organisation can undertake heavy engineering
investigations, i.e., preparation of designs and working
drawings for structurals, buildings, roads, public health,
mechanical and electrical installations, townships etc. for
other projects in the country. During evidence the re-
presentative of the Corporation stated that other under-
takings could also make use of the organisation.

In this connection the Committee find that Hindustan
Steel Ltd. has also similar civil engineering organisation.
Further a Technical Consultancy Bureau has been set up
by Government under the National Industrial Develop-
ment Corporation for undertaking civil engineering wqus
connected with public sector projects i.e., selection of sites,
preparation of detailed project reports, working drawings
and design of structurals etc.
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112. The Committee discussed the desirability of pooling
these agencies and setting up a central organisation for
undertaking civil engineering work of public sector pro-
jects. The representative of the Corporation stated that
it was a very good idea but the Additional Secretary to
the Ministry felt otherwise and favoured leaving each big
organisation to specialise in its own way. Neverthzless
the Committee feel that it is a very desirable development
and should be encouraged. Government should, however,
ensure coordination between these organisations and full
utilisation of their expertise. At a later stage they may
also consider pooling these agencies with a view to deve-
loping an independent strong central consultancy organi-
sation for which there is a great need in the country. In
this connection the Committee would also invite attention
to para 269 of their 35th Report (Third Lok Sabha) on
Heavy Electricals Ltd. wherein they have stressed the need
for such an organisation.
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FOREIGN COLLABORATION

113. The HMBP and CMMP are being set up in colla-
boration with Premmasherport, U.S.S.R. and the F.F.P. and
HM.T.P. with Technoexport, Czechoslovakia. In the former
case, long term credits have been made available by the
Soviet Government from the beginning—one of 500 million
roubles in November, 1957 and the other of 1,500 million
roubles in September, 1959—which, among others, covered
the implementation of these projects. In the latter case
though preliminary offers were received by Government
from firms in various countries, including that from Tech-
noexport, Czechoslovakia, the Czech. Government agreed
to deferred payment terms for the FFP (upto 45,000 tons
stage). Later on, the expansion of FFP upto 80,000 tons
stage as well as the HMTP were included to be tinanced,
among others, in the Czech. credit of Rs. 23-1 crores extend-
ed in November, 1959. Thus the primary consideration 1n
deciding on the collaborators has been the availability ot
credit.

Consul- 114 Table below shows the expenditure incurred or
tancy Charg- likely to be incurred by the Corporation on consultancy
¢ charges in terms of the contracts already entered into:
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115. Thus the consultancy charges work out to about

10% of the total capital on the projects which appears to
be on the high side.

116. Table below shows the number of foreign person- Need to
nel in position or to be deputed in terms of the agreements [ v o

. . . . uirements
entered into by the Corporation with Russian and Czech. ?’or Foreign
collaborators and the period of their stay:— Personnel.
No. No.
to be in position Period of stay Jobs for which re-
deputed on 30-9-63 quired
Russians 467 196 1—4 years To assist in construc-
(for HNBP tion, erection, super-
and CMMP) vision, commission-
ing of plants in-
cluding selection
of contractors, ac-
ceptance of finished
works, designing
etc.
Czechs SST 135 3 months 10
(FFP) 8 vears
Torarl. 1018 331

117. Thus while for HMBP and CMMP a total number
of 467 Russians are to be deputed, for F.F.P. the number of
Czechs required is 551 for periods ranging from 3 months
to 8 vears. Upto September, 1963. an expenditure of Rs. 115
crores has been incurred on salaries of these experts. The
total expenditure on the experts is anticipated to be
Rs. 14' 14 crores (Rs. 1004 crores on Czech. experts and
Rs. 410 crores un Russian experts).

It is stated that the requirement for Russian experts
was worked out in consultation with Indian and foreign
experts and for Czechs. by a Technical Advisory Commit-
tee during the examination of detailed project report. ‘

118. In this connection the Committee find that the pusition in
number of foreign experts in H.EL. as on 30-9-1962 has other under-
been only 34. In the case of steel plants, a technical Com- takings.
mittee in 1958-59 assessed the total requirements for Bhilai
at 279 and for Rourkela and Durgapur at 122.

119. The Committee realise the difficulties in securing committee's
sufficient number of suitably qualified Indian personnel for recommenda-
the projects of the Corporation. They, however, feel that tion.
the present number of foreign specialists, especially in the
case of FFP on which an expenditure of about Rs. 10
crores is likely to be incurred. appears to be on the high
side and the period of their stay of 8 years too long. They
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would suggest that the requirements for foreign specialists
may be reviewed by the Corporation with a view to keep-
ing them to the minimum and obtaining maximum results
from them by a well-planned replacement by Indian coun-
terparts. For this purpose, it might perhaps be advant-
ageous if the Indians are put incharge of the Sections as
far as possible while the foreign technicians are entrusted
mainly with the job of guiding them. The Committee feel
that in this way Indians might be able to acquire the re-

ouisite exnerience in much shorter time and gain the neces-
sary confidence.

120. The Corporation has entered into a number of con-
tracts with the Russian and Czech collaborators for con-
sultancy services, supply of plant and machinery etc.
There is diversity in the conditions of contracts entered into

with the two collaborators. The following table gives an
idea of the diversity:—

Provisions in the Provisions in the

Item contracts with tech-  contracts with Pro-
noexpert, Czech. mmashexport,
USSR
(1) Time limit for acceptance Not indicated Indicated

by Government of D. . R.
after receipt from consul-
tants.

(2) Plant and equipment

(a) Penalty  for delaved Prescribed Not prescribed,
delivery
(b; Performance tests Supplier to under- No provision for
take  funcrional/ tests by supplier.
output tests and Performance guar-
guarantec perfor- antced for 12
mance for a period months but not
of 9 months. more than 24 mohths
after delivery ot
equipment.
‘c)”Passing of risks . . Supplier responsible Responsibility  passes
till the equipment  to Corporation
is delivered at from the time of
Indian port. loading at port of
loading.
{3) Foreign exports
(a) Leave Salary . . DBorne by Corpora- Borne by Collabo-
tion rators.
(b) Expenses on inter- Do. Do.
preters

121. It has been admitted by the Corporation that the
conditions of contracts with foreign collaborators change
from contract to contract and that there are no hard and
fast rules in this regard. The final terms are stated to de-
pend largely upon the draft contract submitted by collabo-
Tators. The representative of the Ministry stated that there
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could not be any manual in this regard and that during
negotiations they tried to get the best possible terms. He

however, undertook to see to what extent uniformity could
be brought about.

122. The Committee feel that it would be desirable if
model ‘erms for various types of agreements e.g. for sup-
ply of plant and machinery, consultancy activity etc. are
laid down by Government for the guidance of Public Under-
takings, with a view to bringing about uniformity as also
to secure better terms while negotiating with foreign col-
laborators. In this connection the Committee would also
invite attention to para 86 of their 32nd Report (3rd Lok
Sabha) on National Coal Development Corporation wherein
they recommended the setting of a special cell by the Gov-
ernment to deal with all foreign agreements.

123. The Corporation has entered into contracts with
USSR and Czech consultants for organisation manuals at
a total cost of Rs. 27°24 lakhs. These will require to be
further modified to suit Indian conditions. Normally the
organisation is based on the information furnished in the
detailed project repnrts and in fact other public undertak-
ings like H.S.L., NCDC etc., are stated to have done so

without entering into any separate agreements with con-
sultants for the purpose.

124. It has been explained that the projects of the Cor-
poration are unique in nature and are being established for
the first time in the country. Since the detailed Project
Reports give only broad indication of the requirements of
personnel etc., it has been considered expedient to get the
details of organisation from the consultants. The Com-
mittee are mot satisfied with this explanation. They feel
that there is a general tendency among various public
undertakings to depend on consultants for every detail.
This appears to be entirely due to a “habit of mind and to
a lack of national <elf-confidence”.* They recommend that
such a tendency =hould be curbed by Government. In this
connection the Committee would also invite attention to
para 79 of their 32nd Report (3rd Lok Sabha) on National
Caoal Developmen: Corporation wherein they recommended
the laying down by Government of certain principles to

guide the nature and extent of foreign collaboration in a
project.

*Dr. H. ]J. Bhabha’s address fo the l;iltio ‘al Institute of Sciences of India
on 6-10-1963.
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VIl
DEVELOPMENT OF THE INDUSTRY

A. Machinery for Steel industry

125. In 1957, the Soviet Team estimated the annual re--
quirement of heavy equipment required for steel plants
and other heavy industries at 1-65 lakh tons* for a period
of 10 to 15 years. The Planning Group on machinery in-
dustries set up by the Ministry, has however in their pre-
liminary report (Feb., 1964) estimated the annual re-
%;xirements at over 3 lakhs tons by the end of the Fifth

an,

126. The HMB Project of the Corporation is designed to
produce 80,000 tons of machinery annually. There is a
provision for expansion of HMBP to 1,65,000 tons but no
details have yet been worked out. The present capacity
of 80,000 tons is expected to be achieved by 1969-70 i.e. by
the end of the IVth Plan.

127. In regard to meeting the gap of 2:20 lakhs tons an-
nually. no definite decision has yet been taken by Govern-
ment. The preliminary thinking in the Planning Group
referred to above is that studies should be undertaken to
determine to what extent production of heavier and larger
range of equipment could be stepped up at Ranchi and
what items could be taken out for production in other
centres to be established for the purpose. The representa-
tive of the Corporation, however, did not favour any fur-
ther expansion of the factory until the present capacity of
80,000 tons was achieved. The representative of the Minis-
try stated that the question of attaining additional capacity
required a great measure of thinking. Personally he felt
that a separate plant should be planned from now on-wards.

128. It appears that mo serious thought has yet been
given by Government towards attaining self sufficiency in
the machinery required for steel plants. The steps so far
taken have been inadequate resulting in dependence on
heavy imports. The Committee recommend that the pro-
posed studies should be undertaken forthwith and a
specially worked out plan for manufacture of heavy equip-
ment and machinery required to support the contemplated
industrial growth drawn up at an early date.

*1-08 lakh tons required for increase of steel production by 2 million
tons per year (1 million ton by establishing new unit and r million ton
by expansion), 0- 20 lakh tons of rolls for operational requirement of iron
and steel industry ani o- 37 lskh tons for other heavy industries.

52
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129. In this connection the Committee would also make
the following suggestions:—

(i) Out of 1:05 lakhs tons of mechanical equipment
required for a million ton steel plant, the HMBP
is at present designed to produce only 70,000 tons
and the remaining 35,000 tons (i.e. mechanical
handling equipment, electrical equipment, com-
pressors, boilers, instruments etc.) are to be
obtained from outside sources. First priority
should be given to the manufacture of such equip-
ment. In fact the Russian Team in 1957 suggest-
ed that special consideration should be given
to the establishing of plants for production of

such equipment as their production at HMBP
was not considered advisable.

(ii) the nearness to sources of raw materials, consum-
ing centres as well as soil conditions should be

taken into account while deciding the location of
new plant/centres.

(iii) Any further increase in size of Ranchi complex.
without allowing time to consolidate, might not
be a step in the right direction.

(iv) Due consideration should be given to the eco-
nomics of scale while deciding the setting up of
further units. In this connection it has been
suggested to the Committee that it might be
desirable to set up a number of small wiits design-
ed to fill the existing gaps in the equipment
manufacturing spectrum. In fact the U.K.
Heavy Engineering Mission and the Jehangir
Ghandhi Committee (1957) also recommended
such an approach as these would permit (a) a
greater industrial base (b) earlier production and
return and (c) dispersal and availability of skill-
ed persons. But Government decided that it

would be desirable to concentrate on a few large
scale units.

In this context it is note-worthy that the pattern in other
countries appears to be towards specialised units. Even in
USSR where the economic system facilitates centralisa-
tion, the trend appears to be distinctly away from multi-
purpose engineering units doing jobbing work towards
specialised units each concentrating on one segment of the
total task of manufacturing heavy equipment. It is stated
that equipment for Bhilai was supplied by as many as
400 different units. In Poland the mining machinery is
produced by 17 units, each specialising in a different type
of equipment.

The above suggestions may be borne in mind. The
Committee have no doubt that the pattern of development
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in other countries would also be gone into by Government
before arriving at the decigion.

130. The Committee are informed that a technical Com-
mittee has broadly examined the scope of indigenous sup-
ply of equipment required for the Bokaro Steel Plant and
it is of the opinion that a very substantial portion of the
equipment (roughly 50 to 66%¢ by weight) could be got
indigenously manufactured through the agency of a larﬁe
number of engineering concerns in the country. In fact the
Minister of Steel, Mines and Heavy Engineering also stat-
ed in the Lok Sabha on the 22nd November, 1963 that 30-35%
of the equipment required for Bokaro steel plant could be
fabricated in the country.

131. The Committee enquired about the expected con-
tribution of the Corporation towards supply of equipment
for the Bokaro Plant. It is stated that the project report
of the plant is under scrutiny by a Committee and that the
precise picture would emerge after the total quantum of
equipment required has been assessed by it.

The Committee feel that the setting up of the Bokaro
steel plant is of crucial importance to the future of the
country. They hope that after a firm assessment of the re-
quirements has been made, the Corporation would make
all possible endeavours to produce the marimum equipment
of latest type required for this plant. They also trust that
whatever equipment is produced by the Corporation would
compare favourably both in price and quality with the im
ported equipment.

B. Coal Mining Machinery

132. In 1957, the USSR Team estimated the require-
ment of coal mining machinery by the end of the Third
Plan at 40,200 tons. In 1962 a Committee of the Coal
Council in India assessed the requirements at about 1:05
lakhs tons by the end of the IVth Plan. After taking into
account the output of CMMP (45,000 tons) and that of

“private sector units (about 10,000 tons) the Coal Council

recommended the setting up of a second coal mining
machinery project. Government decided in March, 1963
to set up this project under the Polish credit of Rs. 15:5
crores extended in November, 1962. During evidence
the representative of the Corporation stated that the capa-
city and the scope of the project has not yet been decided.
He added that a Polish team will shortly be arriving for

‘selection of site and working out the economic feasibility

of the project.

133. Thus it would appear that even after about a year
of Government decision, the preliminaries of the 2nd coal
mining machinery project have not yet been determined.
In this connection it is pertinent to note that as early as
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1957 the USSR Team recommended the setting up of addi-
tional plants as also undertaking manufacture of some of
the items in other units. The Committee trust thut at least
now the Government and the Corporation would take ur-
gent steps for the establishment of the project.

134. It has been suggested to the Committee that at pre-
sent screens (..e. high speed reasonance and other types of
mass nalanced screen) crushers and pulverisers are not
being manufactured in the country. Requirement for
these would be enormous in the years to.come as they con-
stitute considerable portion of the preparation plants etc.
and it would be better to consider setting up separate fac-
tories for these items. The Committee suggest that this
may be taken into account while deciding the capacity and
pattern of production of the second coal mining unit. whick
the representative of the Ministry agreed to do.
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IX
FINANCIAL MATTERS

A. Capital Structure

135. The authorised capital of the Corporation was ini-
tially fixed at Rs. 50 crores. It was raised to Rs. 100 crores
during 1962-63. The total subscribed and paid-up capital
as on 31st March, 1963 amounted to Rs. 51:65 crores and
borrowing on capital account from Central Government
Rs. 5 crores. In addition, plant and equipment to the value
of Rs. 1653 cror~s had been or is being obtained on defer-
red payment terms.

136. The Committee are informed that the total block
capital requirements (i.e. for fixed assets) of the Corpora-
tion are expected to be of the order of Rs. 250 crores. These
requirements should normally be financed on the basis of
50% equity and 50% loan capital in terms of the present
‘Government policy. But the representative of the Cor-
poration stated during evidence that they had represented
to the Government to allow them the entire capital require-
ments as equity capital because the heavy engineering was
a capital intensive industry with a long gestation period
and manufacturing caustom-built products. The financing
of requirements on the basis of above formula would sad-
dle the Corporation with an imterest liability long before
the projects went into operation. On being pointed out
that the Corporation might be allowed an “interest holi-
day” as has been done in the case of certain other under-
takings like HSL, the representative of the Corporation
stated that it would also not help them much. The repre-
sentative of the Ministry stated that no decision had yet
been reached in the matter <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>