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INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised by
the Committee do present on their behalf this Hundred and Twenty Second
Report of the Public Accounts Committee (Fourth Lok Sabha) on Audit
Report (Civil) 1969 and Audit Reports on the Accounts of the Council
of Scientific and Industriaj Research 1965-66 and 1966-67.

2, Audit Report (Civil) 1969 was laid on the Table of the House on
18th April, 1969. Audit Reports on the Accounts of the Council of
Scientific and Industrial Research for 1965-66 and 1966-67 were laid on
the Table of the House on 10th August, 1967 and 24th April, 1970. The
Committee examined paragraphs relating to the Council of Scientific and
Industrial Research at their sittings held on 3rd, 4th and 6th November,
1969. The Committee considered and finalised the Report at their sitting
held on 29th April, 1970.  The Minutes of these sittings form Part 11* of
the Report,

3. A statement showing the summary of the main conclusions/recom-
mendations of the Committee is appended to this Report. For facility of
reference these have been printed in thick type in the body of the Report.

4. The Committee place on record their appreciation of the assistance
rendered to them in the examination of these accounts bv the Comptroller
and Auditor General of India.

5. The Committee would also like to express their thanks to the officers
of the Ministry of Education and Youth Services (Council of Scientific and
Industrial Rescarch) for the cooperation extended by them in giving infor-
mation to the Committee during the course of their evidence,

NEw DELHI; ATAL BIHARI VAJPAYEE,

April 29, 1970 .. Chairman,

Vaisakha 9, 1892 (S;la) Public Accounts Committee.
*Not printed. (One copy laid on the Table of the House and § ¢~ ~ies placed

in the Parliament Library).
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EXPENDITURE ON PAY AND ALLOWANCES OF THE STAFF AND
CONTINGENCIES,

The expenditure on pay and allowances of staff and contingencies of the
Council’s headquarters office and various laboratories has been increasing
over the years. In the laboratories, the expenditure increased from
Rs, 398.17 lakhs in 1963-64 to Rs. 741.46 lakhs in 1967-68. In the
Council’s headquarters office it rose from Rs. 28.71 lakhs in 1963-64 to
Rs. 47.26 lakhs in 1967-68.

1.2. In July 1967, an expert Committee appointed to consider the 4th
Five Year Plan proposa] of the CSIR made the following observations:—

(a) There has been disproportionate increase in expenditure on
account of salaries as compared to working expenses in most
of the established pational laboratories/institutes. This trend
is not conducive to efficient functioning and would have to be
corrected by carefully checking the growth of unrelated staff
and diverting a higher proportion of the resources on actual
research work,

(b) There had been considerable growth in non-research activities
of the C.S.LLR. consuming a sizeable proportion of available
resources. As the main objective of the C.S.L.R. is promotion
of application-oriented research, other activities should not
be allowed to grow at the expense of this primary function.

(c) There was considerable imbalance in the staffing pattern in
most of the laboratories, resulting in an unduly high propor-
tion of non-research staff.

1.3. The Committee desired to be furnished with a statement showing
the dara about staff cmployed and expenditure thereon on  headquarters
office and the national laboratories under scientific staff, administrative staff,
class 1V steff etc. during the last five years. The CSIR have furnished
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the requisite information in respect of 30 laboratories. The data is
summarised below:—

Year Scientific Auxiliary Adminis- Class IV 'Total Percentage

trative of §to 6

1 2 3 4 5 6 7
1 64-65 . . 2,475 3,164 1,490 3,263 10,392 31:7%
1965-66 . . 2,970 3,724 1,734 3,872 12,300 317%
1966-67 . . 3,162 4,000 1,752 3,963 12,877 31%
1967-6% : : 3,228 3,978 1,752 3,996 12,954 30°7%
1968-69 . . 3,360 4,202 1,837 4,067 13,466 30°4%

1.4. Data on the lines above is still awaited from the following institu-
tions:—

(i) Indian Institute of Expcrimental Medicines
(ii) Central Mechanical Research Institute
(iti) Regional Research Laboratory, Jorhat

(iv) Central 1ndian Medicinal Plants Organisation.

1.5. Detailed instructions were issued by the CSIR in December, 1967
containing the following guidclines to correct gradually the imbalances
wherever they exist between scientific, technical and administrative staff:—

(i) The ratic of research staff: supporting technical staff: adminis-
trative staff should be kept at 1:2:1 (including the strength of
Class IV staff) and the imbalances where they exist, between
scientific, technical and administrative staff should be corrected

gradually.

(ii) In filling up posts falling vacant on gccount of resignation,
retirement, promotion and transfers, if Directors like to convert

any such vacant post to some other type of post or keep it in
abeyance or abolish it, they may kindly obtain the approval
of the Executive Council.

(iii) Research scale should not be given to anyone not actually
engaged in research,
(iv) Scientific and technica] qualifications should be laid down for

all posts carrying scientific and technical designations and such
posts should not be utilised for handling office work.,

(v) Advertisements should be such as to give the widest possible
choice and should not be restrictive,
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(vi) Expenditure on salaries and allowances of administrative
personnel should not exceed certain percentage of the'total
expenditure on this account (computation will include personne}
in the House-keeping and Accounts Sections, typists and
stenographers, stores and purchase, rcception and telephone
exchange and others and routine clarical duties), Since the
administrative expenditure on salaries in the case of your
laboratory/Institute exceeds 20% of the salary budget, this
may kindly be brought down gradually to 209, and less.

1.6. The Governing Body of the Council observed in 1967 that the
proportion of class IV staff in the National laboratories was abnormally
high and that steps should be taken to train as many of these as possible
in various trades, so that they may be useful members of research
laboratories, Necessary instructions were issued to the National Laboratories
in November, 1967 to encourage class 1V staff to improve their educational
standards and technical skills by taking up study and straining in vocational
schools and establishment after office hours and without detriment to
their normal duties in laboratories/Institutes. When they acquire the
necessary educational qualifications and training in technical skills they
may be considered for employment in technical skilled jobs in laboratories/
institutes and considered for promotion to higher auxiliary technical posts
in their respective lines, if and when opportunities occur, provided they
satisfy the qualifications and experience laid down for the posts. The
Committec have been given the following information regarding the
Number of Class IV employees who have been trained in different trades
as reported by certain laboratories/institutes :—

“ Number of Class IV staff trained in Trades.

Name of Laboratory/Institute 1967 1968 1969

- No. No. No.
1. Central Leather Research Institute, Madras . H 2 5
2. Central Electronics Engg. Research Institute, Pilani 2 3 1
3. Indian National Smenuﬁc Documentauon antre,

New Dethi . . 7 . 13
4. Centsal Electro- Chcmxcal Research Institute,

Karajkudi . . . . . - 6 10
§. Central Glass & Ccram:c Rcsarch Insutute, Cal-

cutte . . .. 7 11
6. National Metallurgical Laboratory, Jamshedpur . N 2
7. Central Food Technologicnl Resemch Institute,

Mysore . . . .. 3
8. National Physical Ltbomory, New Dclhx . . 48 )

9. Centra] Salt & Marine Chemicals Research Institute
Bhavnagar . . . . . . . 13




Name of Laboratory/Institute 1967 1968 1969
»
No. No, No
Io, Central Mining Research Station, iDhanbad . 2 2 1
r1. Central Road Research Institute, New Delhi . .. . 3
12. Indian Institute of Petroleum, Dehra Dun . 3 1 8

1.7. The Director General, CSIR, stated during evidence, “The
recruitment of Class IV staff has become very much restricted. I do not
think it is desirable to give them notice.”

1.8. The Committee of Enquiry made the following observations in
regard to the staff position in CSIR:

“The classification of the posts in the CSIR, as given in Bye-law 57,
is quoted below :

‘The officers and staff of the Society shall be groupea s :Jllowing
categories :

(i) those engaged in research work;

(ii) those engaged in scientific work other than research work;
(iii) auxiliary technical;

(iv) administrative, ministerial and accounts;

(v) subordinate staff (Class IV)'.”

“The Committee noticed that quite often persons have been given
scientific designations in divisions concerned with purchase, stores. publicity,
publications library, information, extension services, manpower, pilot plant
work, etc., when, from an analysis of their work and record, it would
appear that they are clearly performing administrative /technical tasks.”

“The study of the 245 cases has impressed upon the Committee the
need to reclassify all the posts under the CSIR, The Committee have
noted that the technical posts in the CSIR carry some advantages which
are not attached to the administrative posts; and the scientific posts enjoy
certain advantages which are not available to the incumbents of the
technical and administrative posts. The overall impression of the
Committee is that the administrative posts have been given scientific/
technical designations partly because the latter carry comparatively higher
salaries and partly because creation of administrative posts, according to
the prevailing practice in the CSIR, require the concurrence of the Financial
Adviser which is not necessary for scientific posts. Similarly, while the
provision to confer certain special benefits (e.g. higher rate of increments,
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shorter time scales, merit promotion and the higher age of retirement, etc.)
were apparently intended for scientists engaged in research, the CSIR
by classifying the posts held by them as scientific, extended thcse bencnts
to a large section of their employees who were not engaged in research
work. If the Committee are right in their interpretation of the inteation
behind the provisions giving higher benefits to certain officers, they consider

it essential that a distinction must be clearly drawn between the posts which
can be described scientific, technical or administrative.”

“The Committee have observed several cases where posts were created
without due scrutiny, On some occasions posts were created to provide
higher pay to the existing incumbents. For instance, a post of Deputy
Director was created in the National Register Unit at the Headquarters
to give higher scale of pay to Shri ................ “In the National
Botanic Gardens, Lucknow a post of Senior Scientific Officer (Grade I)
was filled up in 1966 for the development of Musabagh Garden although
the land for the project has not been transferred to the National Botanic
Gardens by the Government of Uttar Pradesh till to-day, In certain other
cases posts were transferred from one Laboratory to the other or from the
Laboratories to the Headquarters which in the Committee’s opinion
amount to creation of posts.” Instances of such transfers have been
quoted in paragraphs 10.12 and 10.15 of the Report.”

“The Committee recommend that proposals for creating new posts should
be more rigorously scrutinised by the Executive Councii so as to avoid
excessive expenditure on salaries and allowances.

They also recommend
that the transfer of posts should be stopped.”

“The Committee recommend that the CSIR should reclassify all the
existing posts according to the criterial given above und ensure its
implementation, For the purpose, the Governing Body of the CSIR should
appoint a broad-based Committee which must include, besides the Director-
General and a few Directors of the CSIR, high officials from other research
organisations in the country, such as, the Indian Council of Agricultural
Rescarch, the Indian Council of Medical Rescarch, the Defence Research
and Development Organisation, the Department of Atomic Energy etc.”

1.9, The Committee are periurbed over the increase in the establish-
ment expenditure of C.S.LR. Over the period 1963-64 to 1967-68, the
expenditure on this account (including contingent expenditure) increased
from Rs. 3.98 crores to Rs. 7.41 crores, The increase was particulatly
marked &t the headquarters office where the expenditure jumped from
Rs. 28.71 lakhs to Rs, 47.26 lakhs during this period, These figures
leave little room for doubt that there has heen a2 proliferation of non-
research activities in the organisation. An Expert Committee which was
set up to review the Fourth Plan programmes of the CS.LLR. drew pointed
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attention to this phenomenon when they ohserved that “the cemsiderable

growth in non-research activities of the CS8IR” js “consumipg a sizeable
proportion of the available resources.”

1.10. How greatly the nop-research staff ontnumber the research steff
in the organisation would be clear from the figures furnished to the Com-
mittee. 30 out of 34 establishments run by C,S.I.R. (in respect of which
data has been provided to the Committee) had a total staff of 13,466 in
1968-69. Of this, scientific staf accounted for 3360, or about 25
per cent of the total staff, the balance being accounted for by auxiliary,
administrative and class IV staff. The last category of staff alone account-
ed for about 30 per cent of the total number.

1.11. In the absence of a definitc distinction in the organisation
between scientific, fechnical and administrative posts, it is clear that the
proportion of scientific staff actually employed is even less than that dis-
closed by the foregoing analysis. The Commiftee of Enquiry have pointed
out that in CS.LR, “quite offen persons have been given scientific designa-
tions in divisions concerned with purchase, stores, publicity, publications,
library, information etc., when, from an analysis of their work and record,
it would appear that they are clearly performing administrative /techn:cal
tasks,” That Committee observed that this had been done hecause
scientific posts “carry comparatively higher salaries and...... because

. creation of administrative posts requires the concurrence of the Financial
Adviser which is not necessary for scientific posts.,” It is obvious that if
the posts are “classified strictly on a functional basis™. as suggested by that
Committee, it would be found that the organisation carries a larger nom-
ber of non-research staff than available figures suggest,

1.12. The Committee are left with the impression that neither the
C.SL.R. nor the laboratories have made any sustained efforts to control
the expenditure op establishment. The Committee of Enquiry drew atten-
tion (o “several cases where posts were created without due scrutiny” and
also to the fact that “on some occasions posts werc created to provide
higher pay to existing incumbents.” This, coupled with the tendency to
classify non-research staff as scientific staff thereby extending to them
“certain special benefits apparently intended for scientists engaged in
research” has tended to push up the establishment expenditure of the
organisation.

1.13. The CS.LR. is an Institution meant for conducting application-
oriented research. It is, therefore, essentia] for the organisation to ensure,
as pointed out by the Expert Committee, on Fourth Plan, that “ofher gcti-
vities should not be allowed to grow at the expense of this primary func-
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tion” To achieve this, the Committee would suggest actiom on the
following Hnes, ‘

(i) There should be a reclassification of the posts in the erganisa-
tion by “a broad-biséd Committee”, as suggested by the
Commifttee of Enquiry, so that only persons actually engaged
on research constitute the scientific staff.

(i) Strict financial discipline should b¢ observed in the creation of
new posts and some guidelines provided to the laboratories as
to the proportion of scientific staff to the rest of the staff.
The C.S.LR. have formulated some norms in this regard-—1
réseirch worker for 3 supporting téchmical and administrative
staff—but it should be examined whetler this could be
tiglitested up further.

(iii) The ptoportion of class IV staf is quite obviously high.
Further recruitment in this category should be stopped and
the scope for absorbing this siaff, by snitable vocational train-
ing, exemined. The Committee note that a start in this regard
lias been made.

Urnecessary expenditure
Audit Paragraph

1.14. In 1965 the third reviewing committee of the Council recom-
mended that in order to securc effective coordination between industry
and the national laboratories the four units at the Council’s headquarters
(viz., Research, Survey and Planning unit, Central Design and Engineering
unit, Scientific and Technical Manpower unit and Industrial Liaison and
Extension Office) should be strengthened. These units, however, werc
converted into independent directorates with their own executive councils
and their staff was increased by 18 to 933 per cent. In November 1967,
however, the Governing Body of the Council felt that the creation of
independent directorates was unnecessary and contrary to the intention
of the reviewing committee. These directorates were, therefore, abolished
from March 1968 and the units merged with the headquarters office.

1.15. As compared to the expenditure during 1965-66 the additional
expenditure during 1966-67 and 1967-68 was Rs, 506 lakhs and
Rs, 2.60 lakhs respectively. A substantial portion of the additional expen-
diture of Rs. 7.66 lakhs was thus due to incorrect implementation of the
recommendations of the reviewing committee.

[Paragraph 119 of Audit Report (Civil), 1969].



1.16. The Committee desired to be furnished with information on the
following points:—

(i) why the proposa] for conversion of the four units into
independent directorates was not placed before the governing
body of the Council as a separate item for its consideration
as specially desired by the Finance Sub-Committee.

(ii) the reasons for which the units were converted into directorates.

(ili) on what basis the staff of these directorates as increased by 18
to 933 per cent within a short time,

(iv) whether any reduction has been made in their strength and if so
" how the surplus staff has been disposed of.

(v) the expenditure incurred on these four units during 1968-69,
1.17. The C.S.IR. have furnished the following replies seriatim :—

“The reasons for not placing the proposal for conversion of the four
units into independent Directorates as a separa . Item before the Governing
Body of the C.S.I.R. is not known, However, the proposal formed part
of the Fourth Five Year Proposal of the C.S.I.R., the Fourth Five Year
Plan proposals of the Technical Units were first placed before the Board
of Scientific and Industrial Research on 6-10-1965 and then as a part of
the proceedings of the B.S.I.R,, it went before the Governing Body of the
CS.LR. on 7-10-1965,

(ii) The Third Reviewing Committee in its Report made the follow-
ing recommendation in regard to functioning of the Technical
Units:—

“In view of the importance of these services, it is recommended tnat
they should be strengthened and expanded with special reference
to the {ollowing points :

Coordination Units should be organised for contact and exchan%e
of information with ministries and research organisations
in Agriculture, Health, Railways, Posts and Telegraphs, etc.
The Defence Coordination Unit should add to its
responsibilities the encouragement of civil utilisation of
results arising out of defence research. The Central Design
Engineering Unit should grow into a full-scale organisation
for the design, engineering, erection and commissioning of
pilot plants and industrial plants in order to assist the
industry to bridge the gap between research and application.
It should include technical and economic evaluation among
its functions. Existing scientific and learned societies should
be encouraged and financially supported to enable them to
raise the standard of their publications, The servicing
activities of the Indian National Scientific Documentation
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Centre should be extended and their costs should be
reduced.  Publications activity of this centre should be
examined in the light of abstracts and documentation
services available from agencies abroad.”

Consequent on the recommendation of the Third Reviewing Committee,
proposals for the reorganisation of the Technical Units at the Headquarters
of the C.S.IR, were placed before the Finance sub-Committee of the
C.S.LR. at its meeting held on 26-9-1964 involving their conversion into
tull-fledged Directorates but the case was deferred. The proposals were
again placed before the Finance Sub-Committee at its meeting held on
4th May, 1968.

An’extract from the proceedings of the Finance Sub-Committee held:
on 4th May, 1965 in which the D.G.S.I.R. had mentioned the reasons for
further strengthening the units is reproduced below :—

“D.G.S.LR, pointed out that the Governing Body having already
after careful consideration of all aspects, approved the need
for central units to step up and coordinate work on (i) design
and engineering; (ii) industrial liaison and extension; and
(iii) survey and planning of scientific research and having
already approved the setting up of these units their further
strengthening was essential and important in the context of
planning of scientific research, coordination and utilisation of
the various processes evolved in the National Laboratories.”

The Finance Sub-Committee felt:

“that the matter should be considered further in the Governing
Body, after which the requirements of funds could be
considered, if necessary.”

The Governing Body at its meeting held on 6th May, 1965 while
agreeing to provide additional funds for the year 1965-66 for the approved’
activities of these Units and their further development should be placed
separately before the Governing Body at its next meeting.

(iii) The four Directorates came into existence in February/March,
1966 at the C.S.1.R. Headquarters as part of an advance action of the
Fourth Five Year Plan. The Fourth Plan proposals of these Directorates
included inter alia a statement indicating the existing staff and the staff
requirements for the next five years,

After copsideration of the Fourth Five Year Plan proposals of the
Directorates by the B.S.LR. and Governing Body of the CS.IR. at
meetings held on 6-10-1965 and 7-10-1965 respectively, additiona] staf?
were provided.
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«{iv) The C.S.LR. has not made any reduction in the staff strength

' of the Units. However, one or twe individuals have been
assigned special jobs on a temporary basis and certain indivi-
duals have resigned on their own volition.

{v) The Governing Body of the CSIR at its meeting held on 15th
November, 1967 approved the recommendations of the Fourth
Plan Committee as commented on by the Group of Scientists
that:— ,

(i) the Directorates should be part of the Headquarters estab-
lishment of the D.G.S.I.R. and should be called ‘Divi-
sions’ and their function is to assit the D.G.S.LR.

(ii) They should not have Executive Councils;

(iii) They should not have powers like the Diregtors of
National Laboratories; and

(iv) There should be a review of the work done of each of
the Directorates; in the case of CD&EO the review could
best be done by the Directors of the National Laborator-
fes

The four Technical Directorates thus became part of the D.G.S.L.R.
-establishment as Divisions at the Headquarters w.e.f. 28-2-1968. Since
then expenditure on the Technical Divisions is not being shown as scpa-
tate items but has been maintained alongwith the CSIR Headquarters
-expenditure as a whole,

1.18. From the proceedings of the 54th Meeting of the Governing
Body, the Committee observe that when this question was discussed the
following views were expressed:—

“The Chairman of the Third Reviewing Committee said that the
Third Reviewing Committee of which he was the Chairman
had never contemplated that the Technical Units at the Head-
quarters would function as National Laboratories with their
own Executive Councils. He was very much surprised to
see this development.  What the Committee had recommend-
ed was some strengthening of these Units as they then existed.

The Deputy Prime Minister and some members asked the question,
“How did this happen?”

A member of the Governing Body said that as far as he remembered,
the proposal was to set up a small Unit at the Headquarters to assist the
Director-General in the matter of co-ordination between industry and the
National Laboratories. How the Units became Directorates, hg was un-
-able to appreciate, '
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Recollecting the formation of the Units when he was Vice-President,
'CSIR, another member said that there was a feeling that the work of
the CSIR was not being effectively publicised and that there was no much
liaison between the laboratories and imdustry, It was to assist the Direc-
tor-General in this task that the Service Units were established at the
‘CSIR Headquarters. But there was no question of making tkem func-
tion like national laboratories with their own Executive Councils. They
should function as Director-General's staff organisation. Prof. felt
that the work of industrial liaison was not satisfactory and this should

be looked into. Some useful work had been done by the Research, Survey
and Planning Unit.

Yect another member said that when he was Industries Minister, there
were severa] discussions between him and the CSIR in regard to collabo-
ration and industrial licensing. He was informed at that time that the
CSIR Headquarters will have a Unit to coordinate the activities of the
CSIR Iaboratories with the Ministry of Tndustry; but he was not aware
of the establishment of independent Directorates with their two Fxecu-
tive Councils like those of the national laboratorics. He said that some
us2ful work was being done and he felt that whatever may be the set-up,
divisions or something else. there should b2 no room for any apprehension
that these will suffer from administrutive red-tape and proatocol considera-
tioas will come i1 the way of scientists.

Prof. . . oo said that he was a member of the Third
Reviewing Committee and in a way, he was responsible for the establish-
ment of some of these Units in the CSIR. because there was lack of co-
ordination between industry and the CSIR laboratories and it was also
felt that there was need for collecting appropriate statistical data to help
the Director-General in his work. This was the background of the creation
of these Units. He said the Reviewing Committec had recommende]
that these Units should be strengthened for example, the Research, Sur-
vey & Planning Unit had a staff’ >f about three persons, and now the
number was about 30. Strengthening would not mean that they should
become independent Directorates. Prof............... added that when
the question of functions would be to assist the Director-General in regard
te CSIR activities. It was not intended that its activities would cover all
scientific research in the country as a whole. This ought to be the res-
ponsibility of the Planming Commission. Prof............. added that
there were discussions in the Planning €ommission on matters with the
CSIR regarding the need of data on the staff structure of the CSIR labora-
tories, such as age, academic qualifications, how many of the research
workers had industrial expericnce etc.  The former Director-General, was
present in some of these discussions, Prof............. regretted that in
spite of repeated attempts, the Planning Comm’ssion could not meet this
905 L.8.—~2
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information. Prof............. felt that these Units should function as.
staff Units or staff Divisions to assist the Director-General and not as-

separate Directorates.

The members were unanimously of the view that there was no ques-
tion of these Directorates having Directors with the pay scales of Directors.
of National Laboratories. It was pointed out that the persons in charge
of these organisations were scrving in the grades of Deputy Directors
(Rs. 1600—1900) of national laboratories. There was no necessity
for upgrading the posts as the duties and responsibilities cannot be com-
pared to those of Directors of national laboratories.”

1.19. The Committee are surprised that the recommendations of the
Third Reviewing Committee of the C.S.L.R. for establishing four units at
the CSIR’s headquarters to strengthen industrial liaison should have been
construed to mean that these units should be on the pattren of national
Iaboratories with their own Executive Councils. The Finance Sub-Com-
mittee of CSIR had specifically desired in 1965 that this proposal should
be placed as a separate item beforc the Governing Body of ihe CSIR.
This was not done and the proposal was merged with Fourth Plan pro-
posals with the result that it never came up specifically for consideration
by the Governing Body, The result was that there was an expansion in
staff strength at headquarters ranging from 18 per cent to 933 per cent.
The Committee note that it has sincc been decided that the Directorates
should now form part of the headquarter establishment and function as
divisions withcut Executive Councils or the powers enjoyed by the Direc-
tors of National Laboratorics.

1.20. The Committee have earlicr in this Report referred to the proli-
feration of staff in the CSIR. This case illustrates what proportions this
plcnomenon has assumed. The Committee would like the CSIR to make
an immediate assessment of the coxtent of surplus and transfer their
services to other needy organisations,



RESEARCH PROGRAMMES OF CSIR

2.1. With a view to bringing research and industry closer whether,
the CSIR organised a get-together of Research and Industry in December,

1965. 1In that get-together a list of high priority national research pro-
jects for various laboratories was drawn up.

2.2, In that get-together it was also decided that there should be a
standing machinery in the shape of Technical Research Committee for
giving technological support to various industries. These Research Com-
mittees were to review standards processes and technology, suggest steps for
progressive development of machinery and cquipment, review demand and
production facilitics and identify immcediate tasks for research and develop-
ment,

2.3, The proposed Technical Rescarch  Committees  were also to
demarcate arcas where foreign collaboration is n» Joager necessary and
to suggest gradual climination of scrvices like project cngineering, equip-
ment design and feasibility studies from foreign technical collaboration
agreements.

2.4. The ‘get-together’ had also recommended that there should be
such get-togethers on an annual basis,

2.5. The ‘get-together’ between Rescarch and Industry had also made
¢ series of recommendations in regard to research projects o be under-
taken in the Iaboratories to meet defence needs in the field of rubber and
plastics, dyes, foodstfls, acronautical cngincering, aircraft structures, mate-
rials, propulsion systems and aviation fuel

2.6, The Committee desired to know the number of high priority
projects drawn up in the get-together, number of ‘projects subsequently
started and taken up in the laboratories and the number still under exa-
mination. In a written reply, the CSIR have stated: “Out of 168 projects
recommended by the Get-Together about 40 were already in progress at
the various laboratories for which no extra financial provisions were re-
yuired.  Out of the remaining 128 projects, about 11 were not recommend-
ed by the D.G.T.D. and the concerned user Departments, The remaining
117 were referred to the Laboratories/Institutes concerned for giving high
priority and the Laboratories were also advised to place the proposals
before their Exceutive Councils wherever additional finances were requir-
ed.”

2.7. As regards the sctting up of a Technical Committce recommended
by the Get-Toegther, the Director General stated during evidence: I
remember that these Committees were to be established in consultation

13
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with the Department of Technical Development. At the last joint Com-
mittee meeting of Industry, there was good deal of discussion regarding
the setting up of these Committees and it was pointed out that since
there were Development Councils also for various Industries, these Com-
mittees should be part of Development Councils. It has been decided that
this Committee should be set up by the Department of Technical Develop-
ment in consultation with CSIR”.

2.8. In a written reply, the CSIR have stated as follows:—

“Action for setting up a standing machinery in the shape of Tech-
nical Research Committees was initiated with the Ministry of
Industria] Development, Internal Trade and Company Affairs
and the Development Councils. They were also requested
to place the matter before the meeting of the Development
Councils for necessary implementation and where there are
no such Development Councils, the CSIR was to initiate
action. It has been expressed by the Development Councils
that the abjectives of these Technica] Research Committees
are glready covered by the existing Development Councils
and the various Panels. Besides many of the National Labo-
ratories/Institutes have themselves formed separate Panels for
clearly defined arcas in collaboration with the industries and
other organisations concerned and these are mecting quite
frequently.”

2.9. Referring to the recommendation of the Get-together that there
should be such get-togethers on annual basis, the Commnittee desired to
know whether the CSIR had subsequently organised similar conventions.
In a written reply, the CSIR have stated: “The Council of Scientific and
Industrial Research has not organised any all embracing get-together subse-
quently similar to that held in 1965. While it served some useful pur-
pose, the Conference was too big to get down to specific problems of
individual industries. As a follow up, the Director-General, Scientific and
Industrial Research, has been holding a series of meetings with various
industries to encourage user participation in the research activities of the
National Laboratories/Institutes. Mcetings with the following industries
have already been held:—

Chemical Industry;
Electronics Industry;
Instruments Industry:
Man-made Fibre Industry;
Non-ferrous Mental Industry.

Similar meetings with refrigeration industry, 'printing industry, etc. are

proposed to be held in the near future. In addition to these meetings,
Get-together on specific items/areas are also convened by the National
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Laboratries/Institutes from time to time, As an illustration the following
are quoted;—

(1) Get~togethers held at National Physical Laboratory, New Delhi,

The National Physical Laboratory has held three get-togethers bet-
ween research workers in the laboratory and those from indus-
try.

The first get-together was held on ‘Thermometry’ in February,
1967 and this was followed by another one on ‘Weights and
Balances’ held in December, 1968. The third get-together
on Lumps, Lighting, Fittings and Colour Glasses was held on
9th and 10th December, 1969,

(2) Get-together held at Central Mechanical Engineering Research
Institute, Durgapur,

The Central Mechanical Engincering Research Institute, Durgapur
held a get-together on “Research & Development for Self-
Reliance in Engincering Industries on 8th March, 1970.”

2.10. A committee set up to review the working of the pilot plants in
CSIR (the Kanc Committee) made the following obscrvations about the
working of the laboratories:

“It is understood that when the CSIR decided to locate some of
the Nationa] Laboratories near large industrial centres, it was
their cxpectation that a close liaison would develop between
such industries and the Laboratries and that 3 considerible
amount of research would be sponsored by the industry in
the adjacent laboratorics. It is also understood that in order
to establish such close liaison, the representative of such in-
dustries were often included as members on the Executive
Councils, Scientific Sub-Committces and Advisory Panels of
the Laboratories, as also as their Chairman. In actual prac-
tice, however, this expcctation has not been rcalised. For
cxample, at Jamshedpur, although the NML is located in
close proximity to the Steel Works of TISCO, apparently not
only have no Pilot Plants been sponsored by TISCO at the
NML, but they have established a large research centre of
their own. Similarly, although the CFRI is in close ‘proximity
to the Sindri Fertilizer Factory and the Planning & Develop-
ment Department of the latter is concerned with the use of
coal, including the design of plant for the production of
synthetic gas for ammonia, there seems to have been litile
liaison between the two units,for R&P work. As a result,
no use has been made of the Koppers and Lurgi coal gasifica-
tion plants at the C.F.R.IL. by Sindri in spite of the commit-
ment of the FCI to design and construct fertilizer plants based
on coal.
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It is noteworthy that many public sector undertakings for exampie
FCI (Sindri), FACT and HAL, have set up extensive R&D
facilities under their own auspices. The Synthetic Drugs Plant
at Hyderabad was also to overcome its initial production
problems only because it had extensive Pilot Plant facilities,
available within the organisation.”

The Committec obscrved that there was considerable reluctanze

even by Government Departments to spopsor research at the
National Laboratories. {

“Pursuant to a decision taken at the S4th meeting of the Govern-
ing Body of C.S.ILR. held on 25-11-1967, ‘a Committee
under the Chairmanship of Shri Arvind N. Mafatlal, then
member of the Governing body was constituted by the Vice-
President of CSIR to consider measures for bringing industry
and science close to cach other” The Committee enguired
whether this Committes had finalised its report. In a note,
the CSIR have stated that ‘this Committee has not yet finalised
its report’.” .

2.11. The Committer are of the view that the CSIR, which was set
up with a chain of laboratories to scrve as the premier centre for applied
industrial research in the country, has failed to establish adequate rapport
with industry, The expenditure on this organisation since the beginning
of the Plans has amounted to Rs, 146.76 crores* but the returns on this
investment have been meagre.

2.12. How isolated the organisation is from the country’s industrial
milieu and how fecble its impact on industrial production would be
cvident from the findings in a later section of this Report, The Kane
Commiittce expressed the view that facilities created in the pational labo-
ratories located rear industrial centres have remained unused by industries,
despite representation of industrial interests on the Executive Councils ol
the laboratories, scientific sub-committees, Advisory Panels etc. As an
illustration of this situation, they cited the National Metallurgical Labora-
tory at Jamshedpur. where not a single pilot project was sponsored by the
steel industry in that area. On the other hang the industry preferred to
develop its own research centres on a large scale.

2.13. It is not only the commercial sector which has remained aloof
from the laboratories. The Kane Committee pointed out that “there was
considerable reluctance even by Government Departments to sponsor
research at the national laboratories”, The Central Fuel Research
Institute was set up in closc preximity to the Sindri Fertilisers which,
however, preferred (o establish its own planning and development depart-
ment. The Kane Committee found “little liaison” between these two
research units in their work.

*Vidz p. 63 : Subalcmmta—r;' *ganda for the 60th meeting of B. S. 1. R, (May, 1969).
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2.14. The Con.mittee are aware that this situation is not entirely
cof CSIR’s making. But it would appear that the organisation has not
been sufficiently responsive to the needs of indastry, As early as 1968,
it organised a ‘get-together’ with industry, as a result of which 168
priority research projects were formulated. 40 of these projects were
“already in progress” at that time and smnother 11 were dropped, The
remaining 117 are stated to have been referred to the laboratories “for
giving high priority” : apparently they are yet to get under way.

2.15. Following a suggestion made at the meeting of the Governing
Body of the €S.LR, in November, 1967, a Committee was set up “to

consider measures for bringing industry and science close to each other”.
This Committee is yet to finalise its repost.

2.16. The Committee fee] that the existing situation is most upsatis-
factory, as it has led to the laboratories functioning in & vaccum. Urgent
remedial measures are called for and the Board of Scientific and Indus-
trial Rescarch and the Governing Body of the C.S.I.R. should promptly
move in the matter. The Committee have later in the Report made
certain suggestions in this regard.

2.17. Indicating in concrete terms the lines for re-orientation of CSIR’s
research programme so as to bring them more closely in tune with the
country’s developmental requirements, the Third Reviewing Committee
had referred to problems of import substitution and export promotion as
arcas in which CSIRs research activities should be concentrated. In the
‘act-together’ that was organised in December, 1965, one of the recommen-
dations made was that “those items that drain more than Rs. 1 crore per
vear foreign exchange should be brought under the specific charge of
neminated project leaders who would be responsible for establishing within
six months ways and means to plug the drain by survey of available techni-
ques and location of available capacities.” The Committee desires to be
furnished with a statement indicating the major import saving projects on
hand and those projects which had tangible results during the last five
vears. The CSIR have furnished a list of 185 projects in hand and 166
import saving projects which have been completed and produced “tangible
results™.

2.18. During evidence, the Secretary, Industrial Development stated.
“It ig not correct to say that we do not have import substitution. We have
a very high degree of import subsfitution now. The absolute figure of
foreign exchange requirement goes up because of the general development
of the country and the total production is much higher. Therefore, even
percentige-wise if you take many industries where import substitution has
‘becn d¢ te to a great extent, a negligible amount of foreign exchange is
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required by many industries. Taking measures to step up import substitu-
tion is one of the tasks which is constantly engaging the whole organisatior
of the Director General of Technical Development and in which we have
the support of CSIR also.”

1.19, The Committee drew attention to an article in Yojana of April,
1969 where it had been estimated that in 1967-68, 705: of finished ferti-
lisers, 60% of crude oil, 70% of alloy and special steel, 10 per cent, of
mild steel, 30% of aluminium, 75% of copper, 75 per cent, of newsprint
elc. were met by imports. The Secretary, Industrial Development stated:
“The import substitution. ..in that context is not manufacturing capacity,
but it is the production of processes, production of raw materials for which
we are at present dependent on outside. That certainly is the function of
the CSIR and DGTD to promote all measures so as to substitute materials
which are at present being imported, whether indigenous materials cannot
be used in their place and to create capacity for the production of those
materials. The larger question is: suppose we need 2 million tonnes of a
particular product and we have a capacity of one million tonne. Then we
should set up manufacturing capacity for another one million. That is a
part of the Fourth Plan and it is looked aficr by Planning process depend-
ing on the targets of resources.”

2.20. The Committee desired to know the nature of co-ordination bet~
ween the CSIR and the Directorate General, Technical Development. The
Director General, Technical Development stated: “I would like to mention
that the officers of the DGTD are on the Governing Councils of various
research laboratories. I am also on the Governing Council of the CSIR.
Thus we take part in bringing the industry and CSIR laboratories together.
You recently heard about the silicon carbide. In that particular case it
was the DGTD who was trying their best to persuade the industry to take
that particular process and develop it rather than asking for the imported
technical know-how. In the same way in various other items
also DGTD officers are assisting the CSIR to definitely bring the industry
and the CSIR together. Also I would like to mention that we also do
think about ourselves as to what are the problems of the industry and we
send those problems to CSIR. A number of problems are sent to CSIR
and they take up those problems which are considered to be more practical
problems. 1 would like also to mention that in recent years we are repre-
sented in the committee which decides whether projects proposed by
Laboratory are practicable and we participate in those discussions to decide
about what research should be undertaken by the CSIR laboratories. In
that way we «ct in close contact with the CSIR and try to bring the indus-
try and the CSIR together”.

2.21. The Committee drew attention to the observations of a Commit-
tec appointed in November, 1966 to scrutinise the Fourth Plan
proposals. That Committee took note of the general feeling that existed
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“in the country that some of the research laboratories had undertaken pro-
grammes over a wide range of subjects and that there was great scope of
regulating the research programmes in the light of national priorities.” That
Committee suggested that programmes of research undertaken in each
laboratory or group of laboratories should be reviewed by a Committee of
Experts to suggest modifications and priorities for new projects. The Com-
mittee asked whether any Expert Committee had been constituted to
review the work of the laboratories, The Director General, CSIR, stated:
“No special Review Committee has been appointed...... We have circu-
lated the findings of this Committee to all laboratories and the executive
councils and in the formulation of the programme the Scientific Sub-Com-
mittee that is responsible for the detailed preparation of the programme is
very much aware of that. We are insisting on doing fewer things but well.
We are trying to see that our effort is not diffused.”

2.22. The Administrative Reforms Commission in its report on the
‘Machinery of Government’ took note of the “criticism repeatedly levelied
of the gap which exists between industrial research and its application by
industry” and came to the conclusion that “the major factor responsible for
this gap is the inappropriate location of CSIR.” The Commission went
on to observe  “Since the major responsibility of C.S.ILR. is to cater to the
needs of industry and its programmes are to be oriented to industrial
requitements, there is not much merit in the argument that it should be
located in the Ministry of Education. .. It is, therefore, necessary to shift
the CSIR from the Ministry of Education and place it in such a position
as will ensure a continuous dialogue between CSIR laboratories and their
user industries and thus facilitate an effective link between industrial
research and its practical application.” The Committee asked about the
action taken by Government on the recommendation of the Administrative
Ref rms Commission. In a written reply the CSIR have stated that “the
rec-ynmendations contained in the Report of the Administrative Reforms
Co emission arc receiving the attention of Government.”

2.23. The Committee pointed out that from the proceedings of the
541’1 meeting of the Board of CSIR held in November, 1967, one observes
that there is a feeling that CSIR's efforts are being “diluted by spending
time and resources in developing processes which were already known.”
The view was also expressed in the 55th meeting of the Governing Body
held in May, 1969 that “much of the work done at National laboratories
related to redoing of known processes.” Attention was also drawn to the
fact that “there were very few projects in the National laboratories which
could be considered new. Most of them were either rediscovering or re-
inventing known processes or products.” The Committee desired to know
what steps were taken by the CSIR to ensure that their research pro-
grammes centred round new techniques and new developments and were
not connected with process already known or developed. The Director
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General, CSIR stated “The mechanism by which this is ensured is through
our Scientific Sub-Committees, executive councils. They have also several
Jancls in regard to the irdustries, Ultimately they are considered by the
Executive Council whose reports are circulated to every member of Gov-
erpment. 1 have a feeling that in the last few years or so there is greater
awareness to reduce the redoing also. I would mention one thing. Some-
times knowledge may be in the possession Of certain manufacturing firm.
It may not be available to we people. In such a case it will be a case of
redoing. If the information is not disclosed. And we cannot sit idle and
go on waiting till somebody discloses that knowledge. Some exceptions
have to be made. 1 certainly agree that in such cases there is some te-
-doing.” Asked if the proper control was exercised to check this, the wit-
ness stated: “We have been taking stock of things and  striving to  set
things right.” 1In a written reply, the CSIR have stated as follows:

“The question of inter-laboratory collaboration has been one of the
subjects considered at the Conferences of the Directors of National Labora-
tories from time to time. In particular, this subject was discussed in depth
at the Directors Confercnce held at  National  Acronautical Laboratery,
Bangalore on 4-5 July, 1966 and Central Fuel Research Institute, Jealgora
on 8th and 9th November, 1967, Guidelines formulated at these Con-
ferences have been circulated to all the National Laboratories/Institutes

Research Associations.

In the recent past the Vice-President, CSIR (Minister of Education and
Youth Services) held a series of meetings with Grouns of Directors  of
National Laboratories/Institutes and Industrial Rescarch  Associations
working on allied subjects. The whole idea behind the group mectings
was to have personal and intimate discussions with the Directors and bring
together National Laboratorics/ Institutes which are doing research cn allied
subjects. It is proposed to hold such group mectings frequently <o that
Directors of allied laboratorics may have the opportunity to consider each
other's work and programme with a view to avoiding duplication of work.
Collaboration between the various National Laboratories/Institutes iy a
continuing process and necessary steps in this direction are under constant

revicw.

The Agenda and Proceedings of the 55th meeting of the Governing
Body held on May, 1969, which included the supplementary Agenda for
the 60th meeting of the BSIR as well, were duly forwarded to all the
National Laboratories of the CSIR an 16th September, 1969 for their
information and guidance,

Tt appears that there had been no duplication of work due to lack of

knowledge sinae most of the Directors were generally aware of what was
happening in other laboratories. But in some areas, especially in  basic
-sesearch, duplication is unavoidable and even desirable.
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Member (Science), Planning Commission has also been holding 1mters
«departmental meetings for avoiding duplication of work. So far meetings
dn the fields of— '
(i) Air-borne geophysical surveys;
(ii) Silicon; and
(iii) Silicones

have been held, It is proposed to hold a similar meeting in the field of
‘Seismology to define the sphere of work of India Meteorological Depart-
rnent, Regional Research Laboratory (Jorhat) etc.”

2.24. From the papers supplied to the Committee it is seen that at a
mecting held in January, 1969, by the Planning Commission, the view was

taken that there are scveral areas of overlap between CSIR laboratories as
-showp under:

1. Industrial Microbioclogy . 1IEM, NCl.. CFTRL. RRL (Jarmu)
2. Protein Food . . . . CFTRI, NBG, RRIL. (Jorhat, IIP

3. Medicinal; Aromatic Plants . . NBG, CIMPO, RRL (Jorhat), RRL (Jarmu)
4. Fucl CFRI, RRL (Hyderatad), RRL (Jorhar)
<, Fruit Preservation . . . CI'TRI, RRL (Jorhat), RRL (Jammu),

RRL (Bhubaneswar)
6. Chemical. Petro-Chemical and NCL, CECRI, RRL (Hvderabad), RRL
Petroleum (Jorhat) and 1IP

7. Murerials (Polymer and Plastice) . NCL, RRL (Hyderabad) and 1IP

B [nstrument: . . . . NI'L, CFERJ, IITM, CMILRI, X>/L
CSIO, NGKIL

2.25. The Commiuee desued t o know the steps taken to ensure
proper coordination of research activities and to ecliminate duplication
of research effort. The Director General, CSIR  stated during cvidence:
“In rcgard to avoiding duplication one step that we have taken is this.
Programmes from various laboratories are circulated to other laboratories
so that they know what particular programme is followed by a particular
laboratory. Of coursc a few things came to our notice and in those cases
we have appointed small committees—take for instance silicones and so
on. In regard to these we are avoiding duplications in the laboratories of
the CSIR. In the casc of silicon. for instance, rescarch is done in Atomic
Energy Department; there is National Physical Laboratory and solid State
Physics Laboratory under the Ministry of Defence. There are other
laboratories also who are doing some work. For this purpose we have
appointed a Committee under the Chairman of Member (Science) Planning
Commission. All the directors attended the meecting and they explained
-what particular work was beiog done by such and such a laboratory.
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And they have such and such process and material. An understanding,
hag been arrived at that this particular aspect of work will be done by
particular laboratory ‘A’. Similarly there was also a Committee which
looks into ferrites and electronics components in the NPL. They all came
to an understanding for avoiding duplication. Here it is a question of
several fundamental scientific principles being investigated involved and so
1 do not mind if therc is some duplication. Let several people do it and
get solutions. But when it comes to large equipment and personnel for
certain project then duplication should be avoided.”

2.26. In a written reply, the CSIR have stated as follows:

“Cooperation and co-ordination between the Council of Scientific and
Industrial Rescarch and Defence Research and Development Council are
maintained in the following manner:

(i) DG, CSIR is a member of the Defence Research and Develop-
ment Council and similarly the Scientific Adviser to the Minis-
try of Defence is a Member of the Governing Body of the
CSIR and the Board of Scientific and Industrial Research.

(ii) Senior scientists from CSIR are npominated on the various
Defence R&D Panels and the Governing Councils which have
been constituted for R&D Establishments/Laboratories to re-
view and guide the R&D activities in specificd fields.

(iii) Similarly senior scientists from the Defence Rescarch and
Development Organisation are serving on the Executive Coup-
cils and Committees of the various Laboratories under the

CSIR

(iv) In addition, a Defence Coordination Unit has been set up in
CSIR to coordinate the research and development programmes
with those of defence requirements. The Unit maintains close
liaison with the Defence R&D organisation to identify and
allocate problems to the various national laboratories. The
Unit acts as the focal point of scientific and technical problems
of defence interest in which national laboratories can offer
assistance.”

_ “To ensure climination of duplication of research effort more effec-
tively, the‘ following proposal has been put up for the consideration of the
next meeting of the Steering Committee to be held on March 13, 1970:

‘that before putting up a new proposal for consideration of the
Governing Council of concerned R&D Establishments, the
Defence Coordination Unit of the CSIR should be contacted
2-3 months in advance by the Defence R&D Headquarters



23

(Department to be specified) for obtaining information
whether or not any work on the item (with well defined and
specific parameters/composition and uses as far as defence is
concerned) has been taken up or completed in any of the
CSIR Laboratories. Then, if recessary, the proposal may be
included in the agenda of the Governing Council and Panels
along with comments from the CSIR’.

“A Coordination Committee has been set up under the Chairmanship
of the Minister of Health for coordination and collaboration between the
CSIR and the Ministry of Health. The Director General, ICMR as also
Directors of the laboratories of ICMR are represented on this Committee.
The Director General, ICMR is also member of the Board of Scientific
and Industrial Rescarch of the CSIR whereas the Director General, CSIR,
is a member of the Governing Body of the ICMR.  Scicntists of JCMR
are also represented on the Exccutive Councils of National Laboratories.

Scientists of the Department of Atomic Energy are represented on some
of the Exccutive Councils of the National Laboratories/Institutes.”

2.27. The Committee desired to be furnished with a statement show-
ing the particulars of problems referred to the CSIR by the various public
undertakings and private partics during the last five years and their out-
come. The Committee note the following position from the statement fur-
nished by the CSIR:

S. Name of Laboratory/Institute No. of

No. problems
referred
to by Pub-
lic Un-
dertakingy
private
parties
during the
last five
years

4 2 3
1 Central Building Research Institute, Roorkee . . . . 40
2 Iadian Institute of Petroleum, Dehradun . . . . . 59
3 Central Instruments Organisation, Chandigarh . . . . 8
4 Central Drug Institute, Lucknow . . . . . . . s
S National G:ophysical Research Institute, Hyderabad . . . 27
6 Regional Research Laboratory, Hydersbad . . . . . 50




1 2 3

. 7 Central Public Health Research Institute, Nagpur . . . . 44
8 Central Electronics Enginesring Research Institute, Pilani . . 7

9 Central Fuel Research Institute, Jealgora . . . . . 66
10 National Aeronautical Laboratory, Bangalore R . , . 41
11 National Metallurgical Laboratory, Jamshedpur . . . . 108
12 Central Salt & Marine Chemicals Research Institute, Bhavnagar . 14
13 Central Road Research Institute, New Delhi . . . . . 136
14 National Physical Laboratory, New Delhi . . . . . 96
15 Central Food and Technological Research Institute, Mysore . . 271
16  Central Glass ard Ceramic Research Institute, Calcutta . - . 15
17 Central Electric Chemical Research Insttute, Karaikudi . . . 38
18 Structural Enginecring Rescarch Centre, Roorkes . . . 98
19 Central Mining Research Station . . . . . . . 8o

2.28. The Committee feel that there is need for revamping the research
programme of laboratories so as to bring them in- tune with the priorities
arising out of the country’s developmental plans, A Committee set up to
review the Fourth Plan proposals of the C.S.ILR. took note of the general
feeling that “some of the research laboratories had undertaken programmes
over a wide range of subjects and that there was great scope of regulating
the research programmes in the light of national priorities,” If this is to
be successfully achieved, the Committee feel that there should be close and
continaous contact between the CSIR and organisations like the Planning
Commission and the Director General of Technical Development. A
suggestion worth consideration in this context is the proposal made by the
Administrative Reforms Commission that the administrative control over
CSIR should be shifted to “such a position as will ensure a continuous
dialogue between the CSIR laboratories and their user industries,” The

Committee note that this suggestion is already receiving Government’s
afterition.

2.29. In any plan for re-orienting research work in the laboratory, tht
Committee feel that the needs for import substitution and export promotion
should receive major emphasis. This would be facilitated only i the
Director General, Technical Development keeps in close contact with the
organisation and refers to the laboratories specific proposals in the field,
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2.30, No less important in the Committee’s view is the meed to ensure
that the research efforts in the laboratories centre round new techaiques,
a5 a complaint often made against the laboratories is that they are “either
re-discovering or re-inventing known processes or products.” The
Committee have examined this issue in relation to pilot projects in the
laboratories later in this Report, .

2.31. Another point that has come to the Committee’s notice is the
over-lap in research between laboratories. The data given earlier in this
Report would show that in as many as eight disciplines, there were two,
three and in one case even eight laboratories whose work overlapped. A
certain amount of overlap is perhapg inevitable in any research effort, but
the matter calls for constant and continuous review,



I
FOREIGN COLLABORATIONS

3.1, A view was cxpressed before the Special Session of the Governing
Body of CSIR held in January, 1963 to consider the Third Reviewing
Committee’s Report that “after having developed the indigenous know-how
and specialised techniques, the current Licensing System of the Govern-
ment of India is that the D.G.T.D. can have their own way without utilis-
ing the indigenous technical process developed by CSIR laboratorics. In
some cases even if indigenous process is available, whose technical feasi-
bility and cconomic aceepiability have been fully established and recognised
by industry, the industrial processes are licensed on the basis of foreign
technical collaboration.” The P.A.C. had drawn attention to this situation
in para 1.113 of their Fifty-Ninth Report (Third Lok Sabha) where they
reforred to several schemes involving foreign collaboration  which were
approved against the wdvice of CSIR.  In paras 1.10 and 1.11 of their
Seventy-Fifth Reperi (Fourth Lok Subha) the P.A.C. had also pointed
out that approval for foreizn  cclaboration in ficlds where indigenous
know-how has been cstablished  would be detrimental to the  country’s
interests.

3.2. Referring 1o the cases referred to in the 75th Report of the P.A.C.
(Fourth Lok Sabha), the Secretary, Industrial Development stated: “The
CSIR themselves did not protest in some of these cases.” The witness
added that: “in about 90 per cent of the cases, the CSIR's advice is
-accepted, and if there is any impression that we just ride roughshod over
the advice of the CSIR, I would strongly like to correct it, There are
cases undoubtedly where we have ignored the advice of the CSIR. 1 will
give an illustrafion of the sort of reasons which sometimes weighs with
us in not accepting the CSIR’s advice. Out of ihose 18 cases, there is
one case where a Company, which has 100 per cent foreign capital, was
given a licence for the manufacture of a cough mixture against the advice
of the CSIR. This was done because they were very anxious to reduce the
forcign equity of this company, and this company reduced its foreign equity
by 40 per cent. In the larger interests, it would be much more importans to
see that the Company, which has a 100 per cent foreign equity was brought
down to 60 per cent of that amount, and in that case there was absolutely
no technical royalty fee or any such thing.”

26
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“Therefore we felt that it was a small price to pay to allow them to
make some cough mixture if we could in the ‘process induce them to bring
down their equity from 100 per cent to 60 per cent. These economic and
other considerations do sometimes come into the picture and on these con-
siderations we have sometimes not accepted the advice of CSIR.”

“We also allowed instant tea and coffee to be manufactured with some
foreign collaboration in which case the foreign exchange payment is Rs. 2
lakhs and the earning of foreign exchange Rs. 50 lakhs every 'year. We
know that instant tea and coffee are not sold in India; therefore we allowed

this on the explicit assumption that hundred per cent of the product would
be exported.”

“Where a very large amounts of foreign exchange earnings are involved,
1 think, it may be better to take the larger economic interest into account
and sometimes say that foreign collaboration will be permitted. But if
there is any impression that we just ignore the advice of the CSIR, I would
strongly say that that is not correct.”

3.3. The witness added “If the CSIR is going to take three or four
years to develop a process and meanwhile heavy imports are involved and
if foreign technology can give us that production in a year or so, we are
in a quandary whether we should take a long range view or a short range
view. All these considerations have to be weighed by the Licensing Com-
mittee in coming to a decision. But by and large the decision is in favour
of what the CSIR recommends.”

3.4. Asked whether any guidelines had been laid down for deciding on
foreign collaboration, the Secretary, Department of Industrial Development
stated:  “Broadly the linc is there. There was, for instance, a report of
the Mudaliar Committee on foreign collaboration and there was a Govern-
ment Resolution accepting that report. Most of the guidelines are there
in the Mudaliar Committee’s Report. It is, at a point of time and in a
spacific case a question of balancing as to where the greater advantage
lies. If we get very sizcable forcien cxchange savings. we may have to
concede occasional foreign collaboration even though we know that in the
course of the next threc or four years some process might be developed
indigenously,” The witness added: “Recently, Government have also
laid down guidclines for the Foreign Investments Board in some detail.
These have been approved by the Cabinet.” In a communication on this
point the Ministry of Industrial Development have further stated: “....im-
port of technology is allowed only after ensuring that the same or similar
technology is not indigenously available and the views of the CSIR are
invariably obtained in each case. Normally, when know-how has been
indigenously developed in the CSIR laboratories and is suitable for com-
mericial exploitation, foreign collaboration is not permitted. A representa-
tive of the CSIR is as a rule present in the meetings of the FIB or jts Sub-
905 LS-—8, ' '
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Committee where an overall view is taken of the proposal as a whole in
the light of the various aspects involved. The CSIR’s views are also dis-
cussed and a final overall decision is taken by the FIB as a whole. .. ... In
order that intending foreign collaborators should be fully aware of the
scope for foreign investment and collaboration, Government have announc-
ed certain guidelines indicating the industries (a) where foreign invest-
ment may be permitted with or without technical collaboration; (b) where
foreign technical collaboration may be permitted but not foreign investment;
and (c) where no foreign collaboration (financial or technical) is consi-
dered necessary. The likely range or royalty rates in respect of the first
two categories which should be acceptable to Government has also been
indicated. . . .Guidelines have also been scparately issued to the concerned
Sections ‘Departments/Ministries regarding the policy and procedures to be
followed in processing of such applications.”

3.5. The Mudaliar Committce on Foreign Collaboration which con-
ducted the policy to be followed for foreign collaborations inter alia made
the following observations:

“A primary question which of late has been increasingly arising in dcal
ing with the proposals for import of foreign know-how is whether there is
an alternative indigenous technology available to the entrepreneur. Some
of the basic questions which have to be taken into account in assessing
the suitability of indigenous know-how are:

(i) Has the indigenous know-how been commercially processed or
is at least capable of commercial exploitation within a reason-

able short period?

(ii) Is the know-how cconomical from the point of view of the in-
vestor and from the national point of view?

(iii) It is likely to be made available to the new entreprencur or is
the know-how available only to another cxisting manufacturer,
who is reluctant to part with the know-how to a competitor?”

“Under the existing procedures, both the Directorate General of
Technical Development and the Council of Scientific and Industrial
Research are associated with the consideration of applications for approval
of foreign collaborations. The CSIR normally brings to the notice of the
authorities concerned the existence of indigenous know-how which has
either been developed in one of the National Laboratories or is available
clsewhere with existing manufacturers. It has been alleged before the
Committee by various Chambers of Commerce and Industry that in many
cases, CSIR has not been taking a broad view regarding the availabllity of
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indigenous know-how, and that even in the cases where the indigenous
know-how is restricted to the laboratory stage or its commercial possibilitics
have not been fully proved, foreign collaborations have not been recom-
mended, with the result that entrepreneurs have had to give up their
schemes, resulting in continued import of the product; instances were also
cited where entrepreneurs, after attempts to utilise the indigenous know-
how, had to give up the projects as not being commercially feasible.”

“It is of course necessary that indigenous technology, which is capable
of commercial exploitation, should be fully utilised. Both at the licensing
stage and the Foreign Agreements approval stage, a scheme based on indi-
genous know-how should normally be given preference to one based on
imported know-how. But while insisting on the utilisation of indigenous
know-how to the exclusion of imported know-how, it is important that
adequate consideration should be given to the issues raised in para 7.1.
The Committce would recommend that in all cases where CSIR is of the
view that owing to the availability of indigenous know-how, no foreign
collaboration should be allowed, it should be a convention that there should
be a prior discussion betwcen the concerned officers of the DCTD and of
the CSIR, before a recommendation is made to the Foreign Agreements
Committee, instead of as at present. both the agencies expressing their
views independently. 1If, at the normal operating levels there is a difference
of opinion between the two organisations, a discussion should be arranged
at the level of the DGTD and the DG, CSIR, if necessary, so that an
agreed recommendation is made to the Foreign Agreements Committee.
Care should, however, be taken to ensure that such discussions do not
lead to avoidable delays in the finalisation of the cases. In case of diffe-
rence of opinion betwcen the CSIR and the DGTD, the case should
promptly be brought up before the Foreign Agreements Committee.”

3.6. The Committee asked if it would not be better in the long run
to wait for some time in case where process was under-developed, rather
thur allow foreign collaboration. The witness stated: “I have before
M about eight cases where we have stalled and refused foreign collabora-
tion for period varying from two to five years in the expectation that
some indigenous process was being developed. From 1962 or 1963 we
huve just gone on refusing it but there must come a time when either the
process is discovered in India or we do not continually go on importing
. Pleuse do not get away with the impression that we try to stultify
In'di:m rescarch. There is nothing of that sort. We are just as much con-
scious of the importance of developing Indian rescarch as any body else.”
Referring to manufacture of television sets, the witness stated: “We were
under very heavy pressure to allow foreign collaboration for television sets.
}ZE were told that the foreign television set was very much cheaper.
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3.7. The Committee asked whether the Department of Industrial
Development had under consideration any proposal for the manufacture
of silicon carbide with foreign collaboration which has been successfully
developed by the Regional Research Laboratory, Hyderabad. The Secre-
tary, Department of Industrial Development stated, “There are applications
still pending with us but we have decided that we must wait and see the
result of CSIR’s experimentation with the pilot plant.” The witness added
that “the application by the party was made in February 1967. We have
not allowed the party foreign collaboration and the party is still not willing
to take this process.”

3.8. The Director General, C.S.LLR., stated: “I am of strong view inat
if the technology of production and if the knowledge of the operation and
facility of designing and fabricating of equipment are available in the coun-
try, then certainly there is no case of allowing any foreign collaboration,
technical or financial. But in those cases, where it takes a rather donger
time to develop know-how, I think the situation would be that foreign
exchange would have to be spent on the import of that material and this
may create difficulty.”

3.9. The Committee have in paragraph 1.11 of their Seventy-Fifth
Report (Fourth Lok Sabha) already emphasised the need for ensuring that
foreign collaborations are not approved in fields where indigenous know-
how has developed adequately. The Committee note that Government
have streamlined the arrangements in this regard to ensure that if a know.
how suitable for commercial exploitation has been developed in the
C.S.LR. laboratories, foreign collaboration is not permitted.

3.10, The Committee would like to point out that the CSIR on its
part has an obligation to establish the commercial viability of processes
developed in its laboratories, while urging its cause before the Foreign
Investment Board. Later in this Report, the Committee have referred to
the experience of Bharat Electronics which undertook the production of
ceramic capacitors based on know-how developed in National Physical
Laboratory but found the process “so unworkable and uneconomic” that
it was obliged belatedly to seek foreign collaboration. The Mudaliar
Committee on foreign collaborations also referred to complaiats that
“CSIR has not been taking a broad view regarding the availability of
indigenous know-how” and had pressed “cases where the indigenous
know-how is restricted to the laboratory stage or its commercial possi-
bilities had not been fully proved.” It is, therefore, essential that pro-
cesses developed in the laboratories are adequately proved with the help
of competent design and consultancy services available,
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PROCESS AWAITING COMMERCIAL EXPLOITATION

4.1, In para 1.113 of its 59th Report (Third Lok Sabha), the Public
Accounts Committee had pointed out that out of 494 scientific and industrial
processes developed by the CSIR, only 89 were in actual production. The

Committee had, therefore, suggested that greater care should be exercised in
future in selecting processes for development.

4.2. From the data about research utilisation published by CSIR, it
is seen that as on Ist April, 1967, 135 processes released to various parties
were in production (some with nil production or token production) and
95 processes released to various parties were still to go into production.

Out of these 95 processes, 23 processes were released in 1964 or earlier
years and one as early as 1958,

4.3. It is also seen that as on 1st April, 1967 240 processes were avail-
able for exploitation.

4.4. The Committee desired to be furnished with information on the
following points:—

(i) A statement showing the total number of processes developed
by the CSIR, number of processes released to the industries,
number of processes in actual production and the number of

processes yet to be released as on 1st April 1968'Ist April,
1969.

(ii) Whether the CSIR have investigated why a number of licensed

processes have not gone into production and if so what the
findings are.

(iii) Whether CSIR have considered whether it would be possiblz to
relcase the unused processes to other parties following the sug-

gestions made by the PAC in para 1.20 of their 75th Report
(Fourth Lok Sabha),

(iv) How many of the unused processes have since found users who
are willing to exploit it,

4.5. In a written reply, the CSIR have stated as follows:—

“Under the agrecment with the National Research Development
Corporation, exploitation of results of research undertaken by
the CSIR laboratories, patents and processes is normaily done
through the NRDC.

31
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4.6. A statement showing the total number of processes developed at
CSIR’s laboratories and referred to NRDC for commercial exploitation, re-
leased to industries through NRDC and in production etc., as on 1st April
1968 and 1st April 1969 is given below:—

As on

1-4-68 1-4-69

1. Total processes referred 7358 807
2. Processes dropped/withdrawn 166 175
3. Processes relcased free 110 120
4. Processes for which licenced determined or expired . . 39 42
5. Number of effective inventions 420 47C
6. Prozasses licensed and in production 9% 115
7. Processes licensed but not in production 86 114
8. Proczsses yet to be licenced, where further work is in progrcss,

. . 236 241

or which arc under negotiation”,

4.7. Tt has been further stated that “some of the processes licensed by
NRDC have not gone into production for a variety of reasons. The pro-
gress reports of licencees are sought every now and then. On the scrutiny
of thesc progress reports, the reasons for not going into production can be
broadly classified into the following headings:—

(a) Since the laboratory work is conducted on small-scale, the entre-
preneurs find difficulty in scaling them up.

(b) There are certain difficulties in the import of capital goods and
raw materials,

(¢) Licensees sometime find difficuity in collecting engineering data
and preparation of project reports since the consulting engineer-
ing firms have very recently come up and are not fully equipp-
ed with such type of work,

(d) Lack of demand.”

“The policy of NRDC is to grant normally non-exclusive licences and
irrespective of the fact whether the licensees go into production or not,
other firms are licensed who have satisfied themeslves with the investiga-
tions carried out and are convinced that they would be in a position to
make the process a success.”
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“Suggestions made by P.A.C. in para 1.20 of their 75th Report is al-
ways kept in view. Even in cases where an exclusive licence ig granted, a
provision in the licence agreement is made that if the licensee fails to estab-
lish commercial production within the stipulated period, the licence will au-
tomatically be converted into a non-exclusive one and the Corporation will
be free to grant further licences at its discretion.”

“As regards the quantity of production no precise information can be
given since most of the processes which are licensed by NRDC are on the
non-exclusive basis. It is possible that sometimes the first licensee may not
bave gone into production for various reasons but a later licensee may have
gone into production.”

4.8. The Committec asked for a statement showing the installed capa-
city of the processes in production and the annual production during the
lust three years. In a written reply, the CSIR have stated: “Under the
Agrecment with the NRDC, exploitation of results of research undertaken
by the CSIR Laboratories patents and processes is normally done through
the NRDC.

The NRDC has intimated that :
“they do not stipulate any restriction on the installed capacity of its
licensees; it only grants licences for the right to use the know-
how.”

4.9. Thc NRDC have furnished a statement showing the annual pro-
duction whether the figure, are available. The Committec note the
following from the statement:—

Year No. of Value of Remarks
processes production
1355-67 . . . . . . 33 3,71,31,504 There wa$ no pro-

duction in one case.

1967-68 . . . . . . 62 3,71,93,940 There was no pro-
duction in 11 cases

19A8-69 . . . ; . . 47 3,67,12,567

4.10. During evidence, the Director General, CSIR stated: “There
are about 500 processes out of which about 80 or 90 have been put into
use. It may be that the remaining ones too might be put to use after some-
time. Perhaps there might be some flaw still or some lacunae in which
case they have not since been put to use. After all the scientist works out
a process. It may be that due to some reasons it may not be economically
feasible. The point is what sort of controj do we exercise on this? Our
resources are limited. With these resources it may not be possible for us
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to get all the things done. My colleagues are very well aware of it and
they are trying, as far as possible, to reduce the number of such types of
work. What is important is to show whether a process is capable of being
utilised, or we are very well aware of it. There is no control in the real
sense of the word control. The Members of the Executive Council take
care of this,”

4.11. According to information furnished in reply to Starred Question
No. 423, which was answered on 5th August 1969, the value of products
turned out by processes released by CSIR was Rs, 453 lakhs in 1966-67.
The Committee asked whether this was not too small a return on invest-
ment in laboratories considering that the national industrial output was of
the order of Rs. 5.000 crores. The Director General stated: “This is
only one aspect of the work of a research laboratory, or instance, if there is
a laboratory, which has done some work in connection with evolution of
a certain raw-material and this leads to utilisation of that material I do not
think that work on evolution itself will ever be counted in terms of the im-
pact on production but that work will be of great importance in locating
a certain material in finding its usefulness for industrial production. There-
fore. this figure of Rs. 5 crores is only one aspect of research laboratory’s
work. There is another aspect of rescarch laboratory’s work, i.e. creating
knowledge about the application of certain materials and products and, ]
think, these are fields which somehow cannot be counted in terms of
money.”

4.12. The Committee drew attention to observations of the Estimates
Committee made in para 43 of their 103 Report (1965-66) that there has
been delay of 7 to 9 years in handling over the process after their success-
ful completion by the National Physical Laboratory to NRDC and, there-
after there had been further delays of one year to three vears in giving the
processes for commercial exhibition by the NRDC. The Director, N.P.L.
stated: “There processes referred to the stage when the Laboratory had
just started applied research work and I would tike to ensure you that since
in the last 4 to 5 years the Director General has brought our attention and
focussed our attention to more applied research and that we must do excel-
lent work in relevant fields, we have been trying to focus our attention to
the maximum and fastest utilisation. The stage has been reached in Na-
tional Physical Laboratory that for Electro-photostat copying machine
which we have developed and have made one proto-type today about 2 dozen
industries are prepared to take it as it is.  Similarly for silicon which we
have now made having a quality good enough for all transistor work.
Many industries have already approached us. Now, the processes are
being taken even from the Laboratory stage.”

4.13. The Committee asked whether there were similar cases in other
laboratories. The Director General stated: “I think this must have been
an extreme case.”
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4.14. The Committee, however, observe that the Kane Committee on
pilot plants have given two instances of delay in utilisation of know-how,

one of which was ultimately given up. The particulars of these cases are
as under:

“A process for producing Vitamin C was worked out on a laboratory
scale by the NCL during 1959 to 1961. At the same time, i.e.,
in April, 1959, a private company was licensed to produce
Vitamin ‘C’ with overseas collaboration. This company com-
menced production with a capacity of 60 tons in 1962; it was
permitted to expand its capacity to 90 tons in 1966 and on the
basis of actual performance, its capacity was amended to 120
tons in 1967. When the NCL suggested in 1961 that a pro-
duction unit for Vitamin ‘C’ may be set up on the basis of its
own know-how, it was decided in the Ministry of Industry in
1962 that before erecting a commercial plant, a pilot plant be
set up by the Hindustan Antibiotics Ltd., (HAL), a public sec-
tor undertaking, at Pimpri, under the joint supervision of offi-
cers of the HAL and the NCL. During investigation of the
Pilot Plant project, considerable modifications had to be made
in the process. A joint report substantiating the proposal to
set up a production unit was submitted to Government in 1965
and an industrial licence was issued to HAL for a capacity of
50 tonnes. This licence was increased in 1966 to 125 tomnes.
Presidential sanction for implementation of the project
was received, however, only in November, 1968, and it is
likely that production will not begin before 1971. Thus, it
would seem that a period of about 12 years will elapse from
the time the research on Vitamin ‘C’ was begun until its com-
mercial production, Of this period, about 3 to 4 years could be
ascribed to administrative delays. During the period 1963-64
to 1968-69, Vitamin ‘C’ was imported from abroad to the
extent of 559.41 tonnes involving foreign exchange expendi-
ture of Rs. 147.14 lakhs. whereas if the product had been made
in the country with imported know-how, payment of royalties
would not have exceeded 5 per cent of this figure.

“Another instance of this kind is the agreement made by the Bharat
Flectronics with the NRDC to obtain the basic know-how for
the manufacture of ceramic capacitors on royalty basis from
the National Physical Laboratory. In actual practice, the
problems involved in the transfer of know-how to commercial
production were so many that the Bharat Electronics were
ultimately compelled to obtain know-how for the same purpose
from abroad and only then could it produce ceramic capacitors



36

fications for raw materials, ab-
sses and information for stane
a for ensuring cost con-

in 1968. Lack of detaileq speci
sence of written details of prace

dardising, inadequacy of engineering dat
trol, and absence of mechanisation were some of the drawbacks

which made the NPL process unworkable and uneconomic.
The two cases described. . . .illustrate the futility of redevelop-
ment of processes that are readily available by purchase of

know-how.”

4.15, The CS.LR, is an institution meant for conducting applied
industrial research. The Committee, therefore, feel that success in its
work will have to be judged by the extent to which the processes develop-
ed in its laboratories find application in industry. On this criteria, it must
be said that the Institution’s achievements so far have been very modest.

4.16. The position in this regard would be evideat from the data
regarding utilisation of the results of research in the laboratories which has
been furnished by the CSLR. As on 1st April, 1967, 135 processes
developed in the laboratories and released to various parties were in pro-
duction (some of them on a token scale), as against which 95 other .re.
leased processes had not gone into production, 23 of them since 1964
or even earlier years, Another 240 processes developed in the labora-
tories had found no takers. The position does not seem to have improved
in subsequent years as would be secen from the data given in this section

of the Report,

4.17. To what extent the laboratories made a dent
production could be estimated from the fact that the value of the products
turned out by the processes released amounted to Rs. 453 lakhs in
1966-67, as against the national industrial output of about 5,000 crores
and an expenditure of Rs, 146.76 crores incurred by C.S.LR. on its acti-
vities since the First Plan started.* These figures speak for themselves,

on industrial

4.18, The fact that a large number of processes have not gone into
production indicates that research efforts in the laboratories lack proper
direction and are carried on without regard to the needs and requirements
of industry, This is a very vital deficiency which calls for immediate
correction. A closer tie-up with industry while formulating and fmple-
menting research programmes in the laboratories is very clearly indicated.

4.19. The Committee would like to mention two instances to
Hiustrate the position regarding ufilisation of processes developed in the
Isboratories, In one case, vitamin ‘C’ for the production of which g

*Supply Ag:nda for the 6oth meeting of the Board of Scientific & Industrial Research
May, 1969—page 63).



37

process was worked out ia the National Chemical Laboratory between
1959 and 1961, is yet to go into production, though it was licensed for
production by Hindustan Antibiotics in 1965, Production is now
expected to begin by 1971, but, in the meanwhile, g private company,
which entered the field in 1962, with a capacity of 60 tons, is now pro-
ducing 120 tons. In the other case, ceramic capacitors developed by
National Physical Laboratory was taken up for production by Bharat
Electronics. The process was, however, found “unworkable and un-
cconomic” and, therefore, the undertaking was obliged to obtain know-how
from abroad for this purpose.

4.20. In view of the very poor record of utilisation of processes
developed in the laboratories, the Committee would like to suggest that
the Board of Scientific and Industrial Research should in fature carry out
as a regular feature systematic review of the performance of each of the
laboratories from the point of view of their contribution to industrial
production, The review should initially cover laboratories where the
record of utilisation has been particularly poor: the causes for this pheno-
menon should be isolated and appropriate correctives applied, To facilitate
a standing review, a standardised form of reporting by the laboratories
should he adopted and this should provide for each laboratory reporting
on the number of processes under development, the period over which
development has taken place. the number developed and leased and the
production established in the commercial sector on the basis of those
processes and the number developed but awaiting release. The collection
of data on these lines and its systematic processing would help the C.S.LR.
to understand how far research efforts in the laboratories have relevance

to the needs of industry.

4.21. The Committee drew attention to the proceedings of the 17th
conference of the Directors of National laboratories held in November
1967, when a view had been cxpressed that the NRDC, as the agency
through which processes developed by CSIR were released, was not adequate
for this purpose. Again in a report submitted to the Governing Body of
CSIR, for the meeting held in May, 1969, the Ministry of Education had
made these obscrvations:

“At present the National Rescarch Development Corporation of
India has been entrusted with the task of leasing out the
processes developed to industry. There is considerable dis-
satisfaction that the present procedures are involved and take
considerable time. The working of this organisation needs
looking into.” The Director General, CSIR stated: *“Very
recently, the Minister of Education has reconstituted a Board
of Directors of the NRDC with a Member (Planning Com-
mission) as Chairman. I think one of the requests I made was
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for the Board of Directors to fiad cut and to go into the ques-
tions and made recommendations in regard to the functioming
of the NRDC. The reconstitated Board weuld now be going
through the question of how these are delayed and where they
are held up. In any case these are delays from the time the
processes were handed over to the NRDC. The reconstituted
Board is examining the whole question.”

4.22. The Committee desired to be furnished with a statement showing
the sources of funds of NRDC in India and how they have been employed
during the last five years. The statement furnished by the Corporation
indicates the sources of funds of the Corporation as (i) Share capital sub-
scribed by the Government of India (ii) Unsecured loans from the Gov-
ernment of India, (iii) Share from Premia and royalties, (iv) Profits from
development projects and (v) Subsidy from Government of India to cover
interest paid on loans,

4.23. As regards application of funds the following position emecrges
from the data furnished:—

1964-65 1965-66 1966-67 1967-68 1968-69

(In lakhs of rupees)

i) Total expenditure . . 10°94 16°50 1497 1485 20°79

(it) Expanditure on  Develop-

mant Projects . 599 1-14 1:53 1-46 o-86
{ili) Royalties paid to Laboratories 477 583 593 6-95 11°99
iv) Administration Expenditure 222 2°40 232 2:92 2:77

4.24. The NRDC in India was sct up on the pattern of a similar Cor-
poration established in UK. From the Annual Reports of the NRDC in
UK., the Committee find that the NRDC in U.K. was established with a
two-fold purpose—first the introduction into industry on business terms of
inventions made in Government Departments and other establishments
wholly or partly supported by public funds; second, the development and
exploitation where the public interest so requires, of inventions from any
other source which are not sufficiently developed or exploited. A significant
proportion of the projects in which the Corporation invested derived from
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proposals made by prvate inventors as would be seen from the table
below: —

1966-67  1967-68

(i) Total namb:r of mventors communnated to the Corporation . 1899 2130
(ii) Total number communicated by private firms . . . 342 344
(iii) Total number communicated by in lividuals . . . 91§ 1059

4.25. The NRDC in U.K. undertake two type of activities: (i) Develop-
ment projects, (ii) Exploitation activities. Development projects are con-
cerned with inventions and proposals for technological innovation, where
the extent of support by the Corporation ranges from assumption of all
responsibility and finance involved to that of sharing it with one or more
parties on a joint basis. In respect of these projects, the Corporation seeks,
by the terms of the agreements it makes with those concerned, to recover
its investment with interest and profit at the commercial exploitation stage;
while accepting the risk that, if the project is not successful the investment
may be partially or totally lost.

‘Exploitation Activities’ of the NRDC in U.K. cover those arrangements
made by it with industry by licensing or otherwise for commercial use of
inventions in the Corporation’s portfolio. Here the Corporation seeks to
cover its investment with interest and profit,

4.26. In a note submitted to the Committee, the NRDC have stated that
tne number of licences issued by them during the last § years were 3 to
public undertakings and 269 to private industries. The representative of
NRDC stated during evidence: “The response from the private sector is
very good, but from the public sector it is not so good. The public sector
Is tied up with certain types of programmes and probably they do not have
much of the other fields in which they enter, whereas the private sector
can diversify and go into a number of other products.” The Secretary,
Department of Industrial Development stated: “By and large the field in
which these researches have been conducted probably relate to mostly
industries where the private sector predominates.”. ... .. “The fact of the
Matter is that the public sector is not as diversified as the private sector.
IUis concentrated on basic industries.”

4.27. The NRDC bhave also intimated that the total number of pro-
cesses referred from private individuals is 26 upto 31st March, 1969 out
of which one process has been licensed and is in production. No process
has been referred from a private firm,
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4.28. The Committee desired to know the steps proposed to be taken
by NRDC to ensure that a satisfactory and productive liaison was built
up with industry as its counterpart in UK. is stated to have dope. In a
written reply the NRDC have stated that they are endeavouring to set up
an industrial Liaison and Information Division with the following objectives
which will ensure a satisfactory and productive liaison with industry:—

Industrial Liaison and Licensing:

(i) Initiate and conduct negotiations for patents/processes referred
for licensing arrange meetings of industrialists, research Organi-
sations, firms etc.

(ii) Prepare and circulate pon-technical notes to industrial organisa-
tions, firms, individuals etc.

(iii) Maintain a continuing liaison and contact with research organi-
sations and user industrial firms and to serve as a communica-
tion channel between them.

(iv) Follow-up of the processes/patents licensed to industrial firms,
through correspondence and visits, study of their difficulties
and rendering assistance where necessary,

(v) Follow up with concerned government departments and minis-
tries, the cases of licences, raw materials, import of equipment
etc, for the licensees of NRDC processes,

Technical Information:

(i) Maintain custody of non-technical notes, technical reports,
project reports, copies of patents and processes and keep them
up-to-date,

{ii) Maintain an up-to-date information suitably documented in
readily available form about the position of processes/patents
licensed by NRDC.

(iii) Maintain data on imports, cxports, licensed capacity. production
In regard to industries of direct rclevance to processes/patents
of interests to NRDC.

(iv) Maintain data on production, foreign exchange saving etc. on
patents/processes licensed,

(v) Develop the necessary awareness and forecast technically the
areas for support to research and development relevant to
industrial and economic progress of the country.
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(vi) To prepare abstracts and document techpical information from
journals, newspapers etc,

To start with a few of the officers have been appointed and appoint-
ment of others has been held up awaiting appointment of Managing Director
of the Corporation. With the limited facilities with the Corporation, it
takes every possible step to find out hurdles coming in the way of com-
mercial exploitation of processes and steps are taken to encounter these
hurdles. The difficulties are various in nature like registration of units,
grant of industrial licences, import licences for import of capital goods and
raw materials, allotment of land, procurement of scarce indigenous mate-
rials, etc. In certain cases the laboratories are requested to assist to solve
the technical problems of NRDC'’s licensees.

4.29. The representative of the NRDC stated during evidence “Where
as in U.K. the number of processes ultimately licensed is mot more than
10 per cent., in India it is about 25 per cent. Out of 1,068 referred to us,
2n3 have been licensed, and 141 are in production. Their total value of
production is more than Rs. 25 crores. It is about Rs. 5 crores during

this year.”

4.30. The Committce asked whether NRDC have been able to pioncer
anv development on a joint venture basis like its counterpart in UK. or
whether the Corporation’s activities are confined only to leasing out pro-
cesses developed by laboratories of CSIR.  The National Research Deve-
fopment Corporation have intimated that their activities are not confined
only to the leasing out of processes developed by National Laboratories.
Since its inception it has set up about 21 developmental projects, nature
of which varies from project to project. Only one specific example can be
cited in the case of joint venture with industry, In this case capital
expenditure wus incurred by NRDC, raw materials, utilities and services
were provided by M/s. Tata Oil Mills Co., Bombay, and technical guidance
way provided by CFTRIL Mysore.  On successful completion of project
M/s. Tomceo have taken over the project and agreed to reimburse to NRDC
canital expenditure incurred by it

4.31. The Committee desired to know how the terms were settled in
fespect of processes leased out by NRDC and how the Corporation ensures
i respect of profitable lines like television etc. that Government get ade-
[ite returns having regard to the market potentialities of the product being
<ommercially developed. The NRDC have intimated:

LT3 .
Th> National Research Development Corporation have intimated
that there is no precise criteria for scttling the terms and
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conditians for leasing out the processes by them since the
processes fall in diverse disciplines and there are variety of
factors which have to be taken into consideration while fram-
ing the terms and conditions. For example, marketability of
the product, profitability, total investment etc. It is felt
that it may not be possible to merge all these factors into one
single lumpsum premium and royalty, The terms and condi-
tions at the present moment are settled by the Board of Direc-
tors after dnviting offers from the entrepreneurs who are
requested to satisfy themselves with regard to the techno-
economic potentialities of the process, product, conduct in their
own way market survey and then make their offers. The
entrepreneurs while sending their offers are also asked to indi-
cate their particulars with regard to the financial position, mana-
gerial and technical skill etc. already available with them. The
Board of NRDC while deciding the terms also selects the parties
to Be licensed keeping in view their capability to utilise the pro-
cess being licensed to them. Sometime. the highest bidder may
not be the best party to make the process a success. In such
cases, the Board of Directors uses its own discretion in giving
the process even to a party whose offer may not be the highest.
In fact the terms are settled on ad hoc basis after receiving
offers from the entrepreneurs.

4.32. The Committee asked whether the NRDC kept a check on the
price of the products fixed by the licensces from time to time. The NRDC
have intimated that they do not keep a check on the price of a product
fixed by the liccnsee. The prices are fixed by the manufacturers in light
of market conditions., The representative of NRDC stated during evidence
“Normally, when the laboratory has completed a process, it prepares what
is known as a tentative cost estimate. These cost estimates arc not very
accurate because it will depend on the scale of operation of the private
industry or the individual. If the laboratory has done at § Kg. or 50 Kg.
scale, and the industry wants it at one tonne capacity, the price will change.
We have no control over the prices. Nothing of that kind is incorporated
in the agreement.” The witness added that “some six or seven vears
back, there was a clause that the licensee will fix the price in consultation
with the NRDC. Most of the licensees at that time resented this. Ulti-
mately this was deleted.”

4.33. Asked whether any guidelines had been laid down as to how
royalty should be fixed, the representative of the NRDC stated: “This
matter has been before the Board of Directors a number of times and
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discussed at various levels, but no rational formula has been evolved because
it dopoteia on 4 large number of factors like total investment, marketability,
profitebility, impact on the industrialisation of the country. All these
canfiot ‘be compressad into ome single parameter. Therefore, the Board
has:heén taking a very lenient view as far as possible. But it is not left
to any individual's discretion. It is the entire Board which takes the
decision.”

‘4,34, The NRDC in UK. have laid stress on their publicity efforts
aimed at industry so that increasing awareness can be created of the role
the Corporation can play in assisting technological development. They
bring out a six monthly bulletin ‘Inventions for Industry’ of which copies
are circulated to Industry, Trade Associations and the like.

4.35. The Committee asked about the steps taken to foster interest
on the part of industry in the commercial possibilities of new processes which
have been developed. The representative of the NRDC stated: “The pro-
cess developed is given wide publicity. Our liaison officer visits the institutes
and gives all data, industrialists are called to the organisation, sometimes
our officers also visit the industries and explain the significance of the
research and how the process will be more useful or economical. After
that offers are invited.” The Committee cited the instance of television
receivers developed in the CSIR laboratory at Pilani and enquired how
the terms for payment of royalty were settled with the parties which had
been licensed to produce these receivers. And whether, as this constitu-
ted a profitable line of production, it was ensured that Government got
adequate royalty on production. In a note on this point the following
position has been explained:—

“The Central Electronics Engineering Research Institute, Pilani, has
developed a know-how for the indigenous manufacture of Television Recei-
vers. Copy of the project report was circulated to about 110 parties on
the 9th April, 1965 by the Institute. On 30th April, 1965, A meeting was
held in CSIR to consider the licensing of the T.V. Sets. The Director
CEFRI, 1L&EQ, an official of CSIR and the then Secretary of NRDC were
present.  In this meeting it was decided that one Television Receiver set
would be put up in Delhi at a convenient place and the technical people
from the Institute will be present for operation and explaining any techni-
cal enquiries. The entreprencurs would be asked to see the demonstration
and satisfy themselves about the technical feasibility of the invention. It
was tentatively decided in this meeting that in the beginning only 2 licences
should be issued. At that time, M/s. (a firm in Bombay) and
M/s. (a firm in Delhi) had shown interest and were considered the best
parties amongst the applicants. Subsequently, on 4th Juue, 1965, there
505 L.8.— 14
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was anether meeting to discuss the question of licensing of T.V. Recelvers.
This was attended by the then Executive Director, NRDC,  Director
CEFRI, IL&EO, CSIR, and a Scientist, CEFRI. By that time 12 parties
had shown interest in undertaking the commercial development of the

process.”

“These offers were discussed at this meeting. It was felt that only
promising offer was that of a party at Kanpur who had offered the follow-
ing terms:—

(A) For Exclusive Licence

(a) Lumpsum Premium . . Rs, 1,50,000 in three equal instalments as
under te

(i) Rs. 50,000 alongwith thc agreement.
(i) Rs. 50,000 at the start of productior .
(iii) Rs. 50,000 one month after the
production starts,
(b) Recurring Royalty . . . . {1 29, on the annual sales of first 4o lakls
rupees
(i) 1°, on the annual sale of next one craie
rupees.
(iii) 0:25%, on the annual sales beyond 1-4
crore rupees,
Period of Licence . . . . . 14 vears.
(B) For Non-Exclusive Licence *

(a) Lumpsum Premium . . . Rs. 75,000 in three cgual instalments as
under =
i) Rs. 25,000 alongside the agreemcit
(it} Rs. 25,000 at the start of the production

(iiiy Rs. 25,000 one month after the
production starts,

(b) Recurring Royalty . . . .1} 29, on the annual sale of first 40 lakhs
rupees,
(i) 1%, on the annual sale of next ore crore
rupees,
{iii) 0-25%, on the annual sales beyond 1-4
crore rupees.

It was also decided in this meeting that the Executive Director of

NRDC may negotiate with the party at Kanpur for 2 non-exclusive licence
on the following terms:—

Lumpsum Premium . . . - Rs. 75,000 payable in three equal instalments
as under — . :ﬂ

(i) Rs. 25575 payable before execution
of thz agreement,

- e .
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(i) Rs, 25,000 within 6 months thereafter,
(lii) Rs. 25,000 on’going into production -

or 12 months after execution of the
agreement, whichever is earlier.

.

Recarring Royalty . . . . . Either 2 per cent
OR

. (i) 264, on annual sale of first 50 lakhs rupees.
(ii) 19, on annual sale exceeding Rs. 50 lakhs,

It was also decided that NRDC may approach (i) M/s............
(a firm at Bombay), (i) M/s, ............cce0enn, (another firm at
Bombay) and (iii) M/s................... (the subsidiary of a foreign

Company at New Delhi) who had epplied for grant of Industrial licence
with foreign collaboration and persuade them to enter into an agreement
with NRDC for utilisation of the know-how developed by CEERI, Pilani.
M/S. civiii i, (the subsidiary of the foreign company), by that
time had not sent any offer as they had referred the matter to their Export
Division at New York, USA. M/s, ............ (the first firm at Bom-
bay) had not sent any concrete offer. They were, however, prepared to
take non-cxclusive licence on the terms to be negotiated with them.
M/s o (the second firm at Bombay) had sent the
offer for non-exclusive licence without any premium but on recurring royalty
of 2% per cent for 14 years. The matter was placed before the Chairman
on 4th June, 1965 when he directed that the Executive Director may nego-
tiate and get the best terms on the basis of his discussion with the parties.
In pursuance of the Chairman’s decision, the following terms were nego—
tiated with the party at Kanpur: :

4 Lumpsum Premium . . . Rs. 75,000 payable in three equal instalments
as underi—

(i) Rs. 25,000 payable before execution
of the agreement.

(ii) Rs. 25,000 payable on grant of indus-
trial licence.

(iii) Rs. 25,000 payable on going into
prod

uction of six months after the
second payment.

{b) Recurring Royalty . . . . 2%, on ex-factory sale.
{¢) Nature of licence . . . . Non-Exclugive

) Period of licence . . . . 14 years,
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(iii) In what manner the correctness of the amount of royalties re-
ceived from the.ﬁrms verified. Whether this is done with refer-
ence to the audited accounts of the firmg or whether the CSIR
have access to the original records of the firms for this pur-

pose,

4.38, In a written reply, the CSIR have stated: “On the recommenda-
tion of the P.A.C., the Ministry of Finance (Department of Expenditure)
has proposed that the Cost Accounts Officer of the Ministry may visit the
concerned laboratories for the purpose.

The views of the Directors of the National Laboratories on the proposal
of the Ministry of Finance wcre invited and the Directors have welcomed
the proposal in general,

No guidelines or principles have been formulated either by the CSIR
or NRDC for regulating the fixation of premia and royalties,

Patented processes/know-how are released for exploitation through
NRDC. The Corporation have stated:—

“When the parties send their offer, they are supposed to fill up a
proforma giving the financial position and technical com-
petency with regard to the exploitation of the process.
Bank reference is also given and the banks arc asked to give
confidential report about the dealings of the firm. If it is
foung that the financial position of the party is not sound or
that the bank report is not satisfactory, the process is not leased
out to the party. While deciding terms By the Board of Direc-
tors, the technical competency of the firm is given proper con-
sideration.™

The firms are asked to submit 6 monthly reports with regard 1w
production, sales and the sale value of their products manufac-
tured in accordance with the processes licensed to them. Audit-
ed reports are also insisted. Somctime when the audited re-
port is not available, the firms are asked to send provisional
statements. NRDC has got a clause in agreement which it
executes with the firms, that NRDC can check up their accounts
for the purpose of calculation of royalty in the manner pres-
cribed in the licence agrecment at any convenient time. If
need arises, thesc accounts are checked up by NRDC to derive
the correctness of the royalty figures given by the firms.”
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4.39, In the Committee’s view, ome reasom for the umsatisfactory
stilisstion of processes developed in the CS.LR. lsboratories is fhe
insdequacy of the Nafional Research Development Corporation, the
agency through which the processes are released. At the last meeting of
the governing body, the Vice-President of C.S.L.R. expressed the view that
“theye §s considerable dissatisfaction” that the present procedures for
release of processes “are involved and take comsiderable time” and Chet
“the working of thls organisation needs looking imto.”

4.40. The data given in this section of the Report would show that
the activities of the Corporation have beem on a very modest scale. The
Corporation was patterned on the lines of g similar organisation set up in
UK, whereas its counterpart in U.K. sponsored a number of developmen-
tal projects in collaboration with industry and has been functioning as a
channel for development of a significant number of inventions emanating
from the commercial sector, the Corporation in India has not beén able
to bulld np a very satistactory Haison with industry in the country so far.
Upto 31st March, 1969, the total number of processes referred to the
Corporation from private individuals was 26 out of which only one process
has been licensed and is in production., As for developmenta] projects,
the Corporation has since its inception sponsored 21 schemes of which
only one was a joint venture with industry. It is obvious that the Cor-
poration has yet to forge organic links with industry, without which it is
not likely to have any great degree of success even in its efforts to pet
entreprenewrs to take up processes developed fo the laboratories, The
Committec note that the Board of the Corporation has been reconstituted
and that steps are being taken to streamline the arrangements for indus-
trial Haison. They hope that this wonld bring about an improvement fn
the performance of the organisation,

4.41. The Committee would also like the Corporation to evolve some
rationa] criteria for fixation of royalties on processes released to industries.
In a very profitable line of production like Television receivers, for
instance, the recurring royalty has been just 2 per cent of ex-factory sales.
This return must be considered meagre when it Is weighed against royalty
rate of 5 per cent to 10 per cent allowed to foreign parties from whom
know-how is generally acquired in the country on collaboration basis.
[he matter, in the Committee’s opinion, needs re-examination,

4.42. Elsewhere in this Report, the Committee have drawn attention
te the lack of cost consciousness in the C.S.LR. laboratories which under-
take pilot projects. The Committee have In paragraph 1.7 of their
Seventy-Fifth Report (Fourth Lok Sabha) stressed the need for introduc-
tion of a general paitern of cost analyisis in the laboratories with a view
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4.49. The Committee desired to know the progress made by the
CSIR in identifying laboratories which can be run in collaboration with
industry and research associations. In a written reply the CSIR have
stated as follows:—

“The CSIR has been actively promoting the formation of research
associations by industry. It not only undertakes the educa-
tional task of propagating the importance of research by indus-
try for industry, but also assists industries desirous of form-
ing rescarch associations by way of technical advice, preparing
plans and procuring materials.”

“At present. the following 10 Industrial Research Associations: 4
for textiles and one each for cement, plywood, tea, jute, wool
and automobiles are functioning:—

1. Ahmedabad Textile Industry’s Research  Association, Ahme-
dabad.

. Bombay Textile Rescarch .Association, Bombay.
South India Textile Research Association, Coimbatore.
Silk and Art Silk Mills’ Research Association, Bombay,
. Indian Plywood Industries Research Association.

. Wool Research Association, Bombay.

Tea Research Association, Calcutta.

. Indian Jute Industries’ Research Association, Calcutta.
. Cement Research Institutc of India, New Delhi.
Automotive Research Association of India, Bombay.

R I I Y R

[oury

“Two more Research Associations., Indian Rubber Manufacturers
Research Association, Bombay and Indian Paint Research Association,
Calcutta have been recognised for financial assistance, in principle, by the
Governing Body of the CSIR at its meeting held on 14th May, 1969.

The formation of associations of Electronics Industry, Chemical
Industry, Pharmaceuticals and Drugs, Instruments, Non-ferrous metals and
Printing industries is under consideration.

On the question of converting the Central Glass and Ceramic Research
Institute into a research association laboratory, the DGSIR had a discus-
sion with the Glass Industry and the Pottery Industry. The matter is
under consideration as to how their contribution could be collected.

As regards the Central Leather Research Institute, the leather industry
of being wide-spread character, there are some inherent difficulties.”
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“Meeting with specific industries:—During the past two years DGSIR
has been holding a seties of meetings with various industries to encourage
user participation in the research activitics of the National Laboratories/
Institutes. Meetings with the following industries have already been
held;—

Chemical Industry;
Electronics Industry;
Instruments Industry;
Non-ferrous Metals Industry;
Man-made fibre Industry,

Similar meetings with refrigeration industry, printing industry, etc. are
proposed to be held in the near future. In addition to these meetings,

Get-together on specific items/areas are also convened by the National
Laboratories/Institutes from time to time.”

“Sponsovred Research:—In order to create deeper impact of the work
of the Laboratories on the economy, the laboratories are encouraged:—

(i) to accept sponsored projects from industry;

(ii) to tackle specific problems received from individual firms on
payment;

(iii) to act as consultants to industry and charge for the services
rendered.”

“In pursuance of the above policy, guidelines for acceptance of
sponsored research schemes by the National LaYoratories/Institutes have
formulated and circulated to the National Laboratories/Institutes.  Ac-
cording to guidelines:—

(a) Projects involving a total expenditure of not more than
Rs. 10,000 may be approved by the Head of Laboratory
Institute.

s e

(b) For projects involving an expenditure of between Rs. 10,000
and Rs. 50,000 prior approval of the Executive Council be
taken wherever possible. In case of urgency, the Head of the
Laboratory/Institute may accord approved and report the
matter to the Executive Council at its next meeting for
ratification.

{c) For projects involving an cxpenditure of more than
Rs. 50,000 prior approval of the Executive Council shall be
taken.”
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4.50, The Comumittee are of the view that applied indastrial research
~can thrive and its results put to fruitful use only ¥ the industry has a stake
in the research work. From this point of view it is essential that vesearch
ventures shonld be organised in collaboration with industry. The data
available suggests that in UK. in pursuance of the deliberate policy of
Government the number of cooperative research associations has increased,
From 20 such associations in 1939, the number increased to 50 by 1960.
A start in this regard has been made in Indis with the organisation of a
number of cooperative Research Associations, in league with industry.
The pace should be accelerated,



A
PILOT PLANTS

5.1. During evidence, the Director General, C.S.LR, informed the
Committee that “there are, if I am not mistaken, over 100 pilot plants in
the national laboratories and a total expenditure of about Rs. 9.5 crores
has been incurred. Most of these pilot plants test the work which is
alréady done on the laboratory scale. If any of the results of the labora-
tory scale hold a promise, they are tested on a pilot plant scale. Some of
the pilot plants have been continuing for quite some period. Oaly
recently the Governing Body of the CSIR appointed a Committee headed
hy Dr. Kane to look into the question-of these pilot plants in the national
laboratories. The Committee has submitted an interim report.
now going to the various laboratories where thesc are pilot plants to
investigate the plants in detail. The interim report is mostly based on
the information which the Committee received in reply to the questionnaire
they had issued. The increases over the original estimates may be due to
some of the equipment being obtained from abroad and the increase in
price due to devaluation and things of that kind.”

They are

5.2. The Committec desired to be furnished with a statement showing
the year-wise break-up of expenditure (capital and revenue) on the pilot
plants at present in operation in the various laboratories, particulars of the
pilot plants which are more than five year old and capital and maintenance
cxpenditure incurred on them, their significance in the national economy,
the probable date of completion of work, approximate expenditure needed
to complete the work, the extent of delay, if any, and reasons therefor and
1o what extent the estimates have gone up and whether it is necessary to
continuc them. The C.S.I.R. have furnished statements showing the de-
tails of pilot plants and cxpenditure incurred on them in respect of certain
Jaboratories. But these are, however, incomplete. The Committec have
been furnishcd a copy of the Report of the Kane Committee from which

the following picture regarding pilot plants in the C.S.LR. laboratories
emerges:

(a) Expenditure on Pilot Projects

“An cxamination of the data showed that by 1968 there were over
155 Pilot Plants in existence or under construction in CSIR Laboratories.”™

55
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“The total expenditure under the expenditure head Pilot Plants was
‘Rs, 9.59 crores. The data also show that about 70 per cent of this
expenditure was incurred by the following five National Laboratories;

(Rs. in crores)
i) National Metallugical Laboratory, Jamshedpur . . . . . 2098
!
(ii) Central Fuel Research Institute, Jealgora . . . . . . 1723
(iii) Regional Research Laboratory, Hyderabad . . . . . . 1°226
(iv} National Physical Laboratory, New Delii . . . . . . 1°183
(v) National Chemical Laboratory; Poona . . . . . 0614
TotaL . 6841

(b) "Utilisation of the Plants

“Industrial exploitation of the products and processes devecloped by
National Laboratories has been small in relation to the expenditure and
effort involved in the Pilot Plant work. The information mude available
indicated that the revenue carned by National Laboratorics from- Pilot
Plant Projects so far have been disproportionately small.”

(c) Selection of Projects

“In a majority of cases, Pilot Plants were not sponsored and conse-
quently CSIR funds were used for their installation and running....In
its discussions with the Directors and staff of the Laboratories, the Com-
mittee found that most of the ‘problems for Pilot Plant work were chosen
by Scientists working in the Laboratories/Institutes on their own apprecia-
tion of the developmental needs of industry. Public or private sector
industries had usually no part either in suggesting problems for investiga-
tions, or for their techno-economic-evaluation. In most cases, the ulti-
mate user of the results of major Pilot Plant investigations, was not identi-
fied before undertaking the project. Consequently, it was not possible to
obtain technical and financial participation in the investigations by an ulti-
maie uscr, be it a Department of Government, or a public or private sector
undertaking. Therefore. in many cases. the entire financial burden of
selting up and operating Pilot Plants was borne by the CSIR. It is thus
not surprising that the search for a sponsor that began after the investiga-
tions were completed, and after most of the scientists working on them
were dispersed, rarely succeeded.”
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(d) Processes explored

“With a few exceptions, the processes for which Pilot Plants were
built were already well-known elsewhere, sometimes within the country
#tself; most Pilot Plants thus appeared to be attemwpts at rediscovery.
Examples of such projects are:—

(a) Caffeinc from tea waste (RRL, Jorhat).

(b) Vanadium pentoxide catalyst (NCL).

(c) Deinking of newsprint (RRL, Jorhat).

(d) Phthalates and other plasticizers (NCL).

(e) Phthalic anhydride—sponsored by NRDC (250 kg./day)
(CFRI).

(f) Synthetic cryolitc (50 kg./day) (NML),

(g) Hand made paper (0.5 ton/day) (RRL, Jorhat).

(h) Oilsceds milling (20 tonnes/day) (RRL, Hyderabad).”

{Note:—The expenditure incurred on plant at (f) above was Rs. 2-89
lakhs and (h) Rs. 2:03 lakhs. Data in regard to the expenditure on
six projects not available in the documents furnished by CSIR].

{¢) Implemenation of Pilot Projecis

“In general, the actual expenditure on a Pilot Plant was substantially
greater than originally contemplated the most conspicuous cases being the
coal gasification plant at RRL, Hyderabad, where the estimated cost in-
creased from the original estimate of Rs. 21 lakhs in 1962 to Rs. 1:89
crores, out of which Rs, 0-73 crores has already been committed. The
other similar case is the magnesium project at NML, where against the
initial estimate of Rs. 55-73 lakhs, the project will now cost Rs. 127-850
lakhs or Rs. 1:28 crores, approximately.”

“An investigation for the production of cryolite continued in a Pilot
Plant at the NML even when a commercial plant based on imported
know-how had gone into production. Similarly, Pilot Plant work on
vanadium pentoxide catalyst continued at the NCL after the project for
local manufacture of catalyst based on overseas collaboration commenced
production adequate to make the country self-sufficient in respect of
vanadium pentoxide catalyst.

~ “The above examples have led the Committec to the view that there
i< a genera} lack of awareness among those responsible for suggesting and

approving research projects that such projects could be cvaluated by a
Cst-benefit analysis,”
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(g) Processes to be explored.

“The Committee feels that a decision to set up a Pilot Plant should be:
taken only under the following circumstances:

(i) The product is new and the data from laboratory experiments
are not adequate for scale-up.

(ii) The suggested process/equipment is claimed to be superior to-
existing methods of making a product, but the data for scale-
up are not available.

(iii) The product/process is well-known, but the know-how is

held secret by a few firms. Efforts to obtain know-how have
not been successful.” i

“The Committec strongly recommends that every proposal for a Pilot
Plant project should be subjected to the scrutiny of a Screening Com-
mittee and/or an Appraisal Committee appointed »y the C.S.LR.”

“The Committec recommends that all projects, without exception, must
find a sponsor if a Pilot Plant is ts be built. The sponsor could be a
private sector undertaking, a department of Government, a public sector
undertaking, a State-run-industry or the Defence Services. If the 'pro-
ject is important enough to the national cconomy, the CSIR itself (but
not the Laboratory) may decide to sponsor it. If the rules against licens-
ing and in particular about exclusive licensing act as a deterrent to indus-
try to sponsor projects, then they should be modified.”

..barring a few cxceptions, entrepreneurs complained generally
about inadcquacy of the know-how and insufficient appreciation by the
Laboratories of any further work that may be necessary before the know-
how could be commercialiscd. They also complained of lack of assistance
regarding specifications for purchase of raw materials as well as about
cngineering aspects in scaling-up the projects, ‘and absence of continued
assistance for trouble-shooting and development. This rcaction perhaps
explains the hesitation felt by entreprencurs in investing funds on more
ambitious schemes proposed by the Laboratories. However, the Com-
mittee noted that the NCL have now arranged with Project Engincering
Companies to provide performance guarantees for processes developed in
the NCL. This view is now finding favour with other Laboratories.”

5.3. The Committee referred to the proceedings of the 60th meeting
of the Board of Scicntific and Industria] Rescarch in which a reference
had been made to a working group appointed bv CSIR t> finalise Fourth
Plan Proposals. That team had recommended (in December, 1968) that
about 21 of the continuing projects in various laboratories should be
discontinued. The Committee desired to know about the expenditure
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incurred by CSIR on these projects and how many of them had been dis-
continued. In a written reply, the CSIR stated as follows;—

“The Technical Committee of the B.S. I R. at its meeting held on 11th
May, 1969 considered the recommendations of the Working Group ap-
pointed to scrutinise the 4th Plan proposals of the CSIR and recommended
as follows:— e

‘The Committee felt that this will need-some detailed examination
of the programmes of all the Naffonal Laboratories/Institutes
for which the Committee may have to sit for one or two days.
It was agreed that a meeting should be held as soon as possible
to look into thc Fourth Plan in some detail’,

5.4. The B.S.I.R. at its meeting held on 12th May, 1969 endorsed the
following views of the Vice-President, CSIR on the 4th Plan proposals:—

‘In regard to the Fourth Plan, he felt that more detailed work was
needed. He bad gone thropgh the recommendations of the
various Working Groups and Sub-groups. He noticed that
the Technical Committee had also decided to have more de-
tailed discussion in a special meeting. He said that he had
also some ideas in regard to the Plan. He suggested that the
present meeting of the B.S.L.R. may not consider the Fourth
Plan and a special meeting of the Beard may be convened to
discuss only the Plan.  He hoped that by that time, he would
have had occasions to discuss with more people  about  the
working of the C.S.LR. and the National Iaboratories and
more concrete ideas may emerge.  He suggested that a special
meeting of the Board may be held in Novembher or December,
thic veor ta consider and finalise the Fourth Plan proposals for
the C.ST.R. after he had completed his discussions.  This was
endorsed by the President’,

“In the meanwhile, the proceeding, of the BSLR, along with the
recommendations of the Working Group have been hrought to the notice
of all the National I,.nbommricx'/lnxtihitcc. After finalisation of the
Fourth Plan proposals, the TLaboratories/Institutes concerned would be
advised to discontinue the projects ncommmdgd by the Working Group

and various Sub-groups.”

5.5. In the Commiitec’s opinion, the ‘performance of ‘pilot plants’ set
up in the C.S.LR, laboratorics has' been ‘most unimpressive. By 1968
there were over 155 such pilot plants in existence or under construction
and the investment in them amounted to_pver, ‘R, 9.6 crores, A Com-
mittee set up by the C.S.I.R. (Kane Committee), whlcll reviewed the

905 L.S.~5
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working of these plants found that very “few of the processes” developed
through pilet plants bhad been commercially exploited ang that the
revenues earned by the laboratories “have been disproportionately small”
in relation to the expenditure and effort that went into these ventures.

5.6. The data given to the Committee shows that over 70 per cent of
the expenditure on pilot plants was incurred by five laboratories. Two of
shese laboratories, the Regional Research Laboratory, Hyderabad and the
Vational Metallurgical Laboratory, Jamshedpur, alone spent over Rs. 2
crores on two pilot plants—one on 8 coal gasification project and the
other on a low-shaft furnace plant. In the first case, the gas produced has
not found any use nor its quality been tested, while in the other, as reported
by the Kane Committee, “not a single low shaft furnace has been establish-
ed in the country for production of pig iron with know-how obtained from
this plant.” It is interesting to note that these pilot plants have been in
existence for eight to ten years,

4 5.7, A working Group appointed by the C.S.LR. to finalise the
Fourth Plan proposals found that 21 projects in the laboratories were
serving no useful purpose and suggested that they should be discontinued.
The investment in these projects has not been intimated to the Committee
by the C.S.LR., which incidentally is yet to take a final decision on these
projects (though the Working Group reported as early as December,
1968). This, in the Committee’s view, suggests that projects which involve
substantial investments are not being processed with due care.

58. Yet another aspect of these pilot plants is the tact that some of
them were what the Kane Committee characterised as “attempts at redis-
covery” of “processes already well known elsewhere, sometimes within the
country itself”, That Committee gave at least six instances of such pilot
plants. .The investment in two of these amounted to Rs. 4,90 lakhs; data
in regard to others has not been furnished.

5.9. The data furnished to the Committee also shows that the pilot
plants in some cases continued even after indigenous production in the
commercial sector had been established on the basis of know-how
obtained from elsewhere. The Kane Committee cited two such cases—
one involving production of cryolite in the Nationa] Metallurgical Labora-
tory and the other relating to vanadium pentoxide catalyst at the National
Chemical Laboratory. The Committee are left with the impression that
the laboratories concerned showed no appreciation of the developmental
needs of the industry for whose benefit the pilot projects were meant.

§.10. By far the greatest drawback, in the Committee’s opinion, about
the pilot projects in the laboratories is that they were initiated without
enlisting the participation of the industry.  As these plants were meant
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dp demonstrate the commercial feasibility of processes, the entrepreneunr
interested in s development should have been located and his identification
with the project secured. Instead, as pointed out by the Kane Committee,
“the search for the sponsor began after the imvestigations were complieted
and rarely succeeded.” The Committee consider it extraordinary that an
institution like the C.S.LR., whose job is to encourage application-oriented
research should have proceeded about its projects in this fashion. The
Committee feel that the C.S.LLR. should now take stock of the position in
regard to pilot plants and tighten the procedures for the clearance and
establishment of these projects. This should be secured by the following
steps :

(i) All proposals for establishment of pilot plants should receive the
most searching scrutiny. Approval should be given only if the
product or the process involved is new or the know-how
involved is a secret held by a few firms which it would be worth-
while to disseminate,

(ii) No proposal should be ordinarily approved without a sponsor
from industry or Government and to encourage investment by
the concerned interests, the laboratories should consider giving
performance guarantees, as is reported to be done by the
National Chemical Laboratory.

(iii) A pilot plant should not be allowed to drag on indefinitely, as
its very purpose, i.e., the demonstration of the viability of a
process would be defeated thereby. The C.S.LR. shonid,
therefore, prescribe an outside time-limit for the completion of
these projects,

(iv) The findings in a later section of the Report would show that
some laboratories have showed very little cost-consciousness
while implementing pilot plants. Pilot plants under such
circumstances become a self-defeating exercise, The estimates

for these projects should be most carefully drawn up and costs
strictly controlled,

(v) The CS.LR. should set up immediately competent appraisal
teams as suggested by the Kane Committee to review the exist-
ing plants, This should be done within a prescribed time-
limit and projects not found to be useful should be scrapped, so
that further time and money are not expended on them.

5.11, The Committee drew attention to the First Report of the Com-
mittee set up by the CS.LR. to consider the Fourth Plan Proposals
.expressing concern about the following two pilot projects in particular and
-desired to know the present position:

() a vertical kiln plant set up in the Regional Research Labora-
tory, Jorhat, contrary to a decision taken by the Governing
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5.16. The Committee disapprove of the fact that the Regional Researcix
Laboratory, Jorhat proceeded with the setting up of a vertical kiln plant
contrary to a decision of the governing body of C.S.LR. that the feasibility
of the project should be investigated first. The Commigee would like to
be apprised of the explanation of the laboratory for this extraordinary
course of action and the steps being taken by C.S.LR. to ensure that cases.
of this type do not recur. It should also be examined how the laboratory
found funds for this project, when it had not been approved by C.S.LR..

5.17. The magnesium plant at the National Metallurgical Laboratory,
Jamshedpur is an instance of a pilot plant undertaken in haste, without
adequate investigation into its cost aspects. In the result, the project
which was initially estimated to cost Rs, 57.73 lakhs will now cost Rs, 1.27
crores, The Committee feel that laboratories doing applied work should
show g better sense of awareness of the cost of their work vis-a-vis exe
pected benefits. The Committee have made some suggestions on this point
elsewhere in this Report,

Coal Gasificationr Plant at Hyderabad

Audit Paragraph

5.18. In November, 1962 the Council approved establishment of a
coal gasification pilot plant (estimated cost Rs. 21 lakhs) at the Regional
Research Laboratory. Hyderabad. Due to general rise in the cost of equip-
ment and labour, inclusion of certain additional units and changes in the
location to the plant the estimate was revised to Rs. 45.50 lakhs in Sep-
tember, 1964. Again in October/November, 1966 the Laboratory proposed
further revision of the cost to Rs. 107 lakhs (non-recurring) and Rs. 82.20
lakhs (recurring for six years), the additional expenditure being due to de-
valuation of the rupee, interest on deferred payments, rise in prices and
inclusion of certain other items which had not been included earlier.

5.19. In 1966 before getting the revised estimate approved by the
Governing Body of the Council, the Laboratory placed orders for purchase
of equipment on certain foreign firms. Upto February, 1969 the expendi-
ture on purchase equipment machinery land etc., was about Rs. 72 lakhs®.

5.20. In July, 1967 the Council had appointed an expert committee
to examine the project de novo in the light of the revised estimate framed by
the Laboratory in October/November, 1966. According to the report (sub-
mitted in January, 1968) of that Committee:—

(i) No preliminary experimental work “which is considered neces-
sary for establishment of a pilot plant, particularly the one
involving considerable expenditure”, appeared to have been
done by the Laboratory before getting the scheme approved
by the Council. Further, “it has never been clear whether

*Cost of land (about Rs, 20,000) is yet to be paid to the Andhra Pradesh Government
(December, 1968),
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the plant was to be established to produce synthesis gas for
production of ammonia or industrial or domestic gas to be
supplied to the city of Hyderabad.”

(ii) An identical plant had been functioning in the Central Fuel
Research Institute, Dhanbad, but this was not kept in view
while pursuing the proposal for another plant in Hyderabad.

(iii) The project would result in operating loss of Rs. 48.2 lakhs
(exclusive of depreciation on equipment and interest on capital
invested) during the six year period commencing from 1967,68.
“The constant loss is not justified, particularly when such loss
has to be borne by CSIR without any guarantee that at the end
of six-year period there will be some entrepreneur who will

be interested in taking over the plant for commercial opera-
tion.”

5.21. The Committee, therefore, felt that order for equipment and
machinery, which had not yet been delivered to the Laboratory, might be
cancelled and such of the equipment as had already been delivered be dis-
posed of; and that, in case this cancellation was not possible, steps should
be taken to transfer the plant to some fertilizer producing factory in the
public or private sector. If neither of these courses was feasible, the
Committee recommended, the plant should be erected in the Laboratory for
operating as a testing unit for development work for gasification of coal.
Implementation of the committee’s recommendations is still awaited
(January, 1969).

5.22. Apparently, the project was not properly conceived or planned
and the expenditure of about Rs. 72 lakhs was avoidable,

[Paragraph 116 of Audit Report].

5.23. The Committee envisaged about the objectives of the project as
originally envisaged. In a written reply, the CSIR have stated as follows:

“In the Agenda Note that was placed before the BSIR and the
Governing Body of the C.S.LR. at their meeting held on 2nd
and 3rd November, 1962, the aim of the project was stated
as:

“to study the technical possibilities and economics of complete
gasification of low grade coals particularly all the non-coking
types having high ash content. It is also aimed to obtain
data on optimum conditions of operation and design of gasi-
fication plants.”
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“It was also proposed to install a continuously operating pilot plant
' ~with‘a-¢y:ﬁiﬁ%}t’yl of BGWnprmal cubit‘meter/day of synthesis
gas 6requivalbrittliel gas at'tH'Regitthal Research Laboratory
Hyderabad.”  «~-v w0 b e

“At a later stage, the’ ’e‘gfg&aﬁI esearch Laboratory, Hyderabad
while asking. for the)w‘ rlqyfsed sanction. of .Rs. 45.50 lakhs on
28th December, 1963 incluted certain items of equipment e.g.
CO Conversion Plant, Hot Potash'-Wash Plant and Final?YH,S
Removal Plant which were not dnctuded in the original propo-
sal” of the laboratory to.convert the industrial gas into town
gas. T

“In October 1966, the Regional Research Laboratory, Hyderabad
again asked for additional funds under Capital and Recurring
(for the running expenses of the plant for six years). The
Nargundkar Committee which was set  up by the Executive
Council of the Laboratory to examine the proposal estimated
the expenditure as follows:

Capital Rs. 107.00 lakhs

Recurring ‘ Rs. 82.20 lakhs

In the above revised éstimateg the:CO conversion plant was not includ-
ed.” X

“The objectives of setting up the Coal Gasification Plant at the
Regional Research Laboratory, Hyderabad, as clarified by tne
Director, Regional Research Laboratory, Hyderabad ( who was
also g Member of the Committec) before the Kane Committee
were:

(1) to gather technical information on the quality and yield of gas
from various Andhra Pradgsh coals;

(2) to improve ‘and modify the: pressure ,gasification process to
work on a_slagging bed; and .

(3) at a later stagé to convert the raw gas (i) into synthesis gas;
(ii) into town gas; and to carry out a trial distribution of
town gas on a semi-commercial scale.”

“The Kane Committee in its Report has stated that it has never
been clear whether the Plant was to be established to produce
synthesis gas for production &f‘ammonia, or industrial and
domestic gas to be supplied to the city of Hyderabad. If the
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 synthesis gas was the ohjéctive then a CO Conversion Unit would
be an inevitable coutponent.  If the gas was intended to be
used as industrial or town gas then a provision of a single
gasifying unit would not be adequate to guarantee continuity of
supply to consumers, without stoppage due to breakdowns and
-maintenance of plant. If it was intended to distributc the gas

as town gas, both the sites are far from the heavily populated
areas of Secunderabad or Hyderabad.”

5.24. Referring to the aim of the project, the Committee asked whe-
ther it justificd a pilot plant on a commercial scale capable of producing
30,000 cubic metres of gas per day and whether the laboratory should not
have gone in for a smaller plant on laboratory scale. The Committce also
desired to know why the estimates were revised upwards by including items
which had relevance only to a project for production of industrial gas or
town gas. In a written reply, the C.S.I.R. have stated that:

“The Director, Regional Research Laboratory, Hyderabad has stated
that the Laboratory wanted to develop the nccessary techno-
logy for conversion of low grade coals into industrial gas which
could later be converted into town gas or synthesis gas. In-
stead of choosing the step of developing a gasification process
de novo and proving it on a small plant and taking it on to an
intermediate scale pilot plant, the other alternative of buyving
an intermediate scule plant based on the best know-how avail-
able erecting and operating it and subsequently effecting im-
provements and modifying it to suit to local conditions was
chosen. It was considered desirable to erect a pilot plant which
will give about 1000 cubic metres of gas per hour.”..

5.25. The Committee drew attention to the observations of the Expert
Committeee that no preliminary experimental work which is considered
necessary for cstablishment of pilot plant, particularly one involving con-
siderable expenditure appeared to have heen done by the laboratory, The
Director, R.R.L., Hyderabad st::d: “I can only say that 1 differ from this
statement, Preliminary work was done and was published in scientific
journals. The work was cvaluated by-the Executive Council of the Lobho-
tatory. Before sanctioning it the Executi ¢ Commitice had recommenid-d

that in view of the successful experiments already carried out by the labora-
tory, we should go ahead with this.”

5.26. The Committee desired to know whether any effort was made to
cnsure participation in the project by coal industries. In a written reply,

the CSIR have quoted the following observations of the Expert Committee
(Kane Committee) : »

“As the Pilot Plant is only a preliminary to the establishment of
a commercinl plant, it is desirable not only to identify the
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organisation which will ultimately use the results of the pilot
plant work, but it is preferable that such an organisation should
be associated, financially as well as otherwise, with the estab-
lishment of a pilot plant. None of these criteria seem to have
been satisfied in the present case. The equipment proposed to
be ordered represents a semi-commercial scale unit of a type
which has been developed sucessfully for commercial operation
by Messrs. Lurgi. There is no association in the project either
of a coal mining company which might be interested in the
gasification process for increasing its sales of low grade coal,
or of a town gas or a fertilizer manufacturing company who
might be the ultimate consumers of such gas.”

“The Director, Regional Research Laboratory Hyderabad has, however,
stated that besides developing a coal-based technology for production of gas
required in the manufacture of fertilisers and town gas, the proposed pilot
plant would have helped the collieries to find alternate markets for the coal
mined by them. The Committee appointed by the Executive Council of the
laboratory in October, 1956 with Shri S. K. Nargundkar (who was then the
Managing Director of the Singareni Collieries Co. Ltd.) as Chairman
examined the possibility of locating the unit at Ramagundam so that the
collieries could give some facilities. But this was given up as the running
costs were estimated to be more than those for operation at Hyderabad.”

“The Singareni Collieries Co Ltd., the former Government of Hyderabad,
that is, the present Government of Andhra Pradesh have expressed their
inability to participate in this project financially.

5.27. The Committee asked whether CSIR took into account the fact
that a similar plant had been commissioned successfully at Dhanbad while
approving the Hyderabad project at various stages—1962 and 1964, In
a written reply, the C.S.LR. have stated:

“The objectives of the plant installed at the Central Fuel Research
Institute, Jalagora were:—

(i) To test performance of all Indian coals, including lignites
and lignite briquettes by the Lurgi Pressure Gasification
Process for production of: (a) towngas; (b) synthesis gas,
including synthesis gas for production of ammonia, methanol
and of oil and other hydrocarbons based on coal-gasification;

(ii) To prepare specifically 300 M/hour of CO, free gas suitable for
synthesis reactions such as Fischer—Tropsch synthesis for
other pilot plant work at CF.R.IL;
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(i) To provide heating gas required for other large pilot plant
in the Instityte; .

(iv) To supply high pressure steam for other pilot plants in the
institute from the high pressure boiler of the unit;

(v) To supply oxygen to other oxygen gasification, e.g., powder
coal gasification plant;

(vi) To produce pure hydrogen for hydrogenation service for tar
and coal hydrogenation plants;

(vi) To generate producer gas under pressure for certain experi-
ments;

(viii) To study possibilities of integration of the process with the

Durgapur-Calcutta Gas Supply Project, a Project which was
also sponsored by CFRI;

(ix) To study performances of catalysts for desulphurisation shift
reaction and other purposes.”

“There was no mention/reference of the existence of the gasification
plant at Central Fuel Research Institute, Jealgora in the Agenda
Notes which were placed before the Board of Scientific and
Industrial Research and the Governing Body of the CSIR at
their meetings held on 2nd November, 1962 and 3rd November,
1962 respectively and Finance Sub-Committee at its meeting
held on 26th September, 1964. That a similar plant was set
up at Central Fuel Research Institute was mentioned before
the revised estimates of Rs. 45.50 lakhs for Coal Gasification
Plant at the Regional Research Laboratory, Hyderabad were
sanctioned in September, 1964.”

“It was considered that the Regional Research Laboratory, Hyder-
abad, would work on the types of coals available in Andhra
Pradesh area. The coals on which the Central Fuel Research
Institute is working and the coals on which the Regional Re-
search Laboratory, Hyderabad would work are different. The
Andhra Pradesh coals are high ash non-coking coal.”

5.28. During evidence, the D.G., SLR, stated: “I am told it was
mentioned at the meetings of the Governing Body that there is such a
plant but there is no record anywhere.” Asked whether this was brought
to the notice of the Expert Committee, witness stated : “It might have been
mentioned, 1 cannot say.” The Director, RR.L., Hyderabad who was a
member of the Expert Committee (Kane Committee) stated :  “T raised this
point in the Committee. In the minutes of the governing body only the
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«decisions are recorded. I requested Dr. Kane to réquest the ‘setretariat to
_produce a verbatim report of discussion.” The witness added: “Even the
Finance Ministry, while sanctioning the foreign exchange. in the French
agreement case, raised this question on our files saying ‘would it not be ad-
visable te cancel this plant or since only the oxygen plant has been obtained
before and it was a saleable commodity, could it not have been sold?’ and
so on. Even at that stage, when only Rs,.13 lakhs had been invested we
-could have becn asked to sell the oxygen plant and not to go ahead with it.
The reasons explained by the C.S.I.R., which were taken to be valid reasons
cven by Finance Ministry, and so the sanction of 23 lakhs French francs
under the credit was given with the express knowledge, both in the govern-
ing body and in the Government circles that such a plant existed in the
C.F.R.L”

5.29. The representative of the Ministry of Finance stated that “In
May, 1964 when the cost of the plant was proposed to be raised to Rs. 45
lakhs, the C.S.LR. informed the Ministry of Finance as follows:—

“It ig true that the Central Fuel Research Institute is also working
on the gasification of coal but it has been agreed that the
Regiona] Research Laboratory, Hyderabad will work on the
types of coal available in the Andhrg Pradesh arca. The
coals on which Central Fuel Research Institute is working
and the coal on which RRL, Hyderabad is working arc diffe-
rent. Andhra Pradesh coals are high ash non-coking coal.
The CFRI ‘pilot plant which is referred to in the last para of
the F.A’s note relates to gasification in a slagging gas
gencrator which s still under consideration. The one which
is now proposed to be established at RRL, Hyderabad, is an
entirely different process, complete gasification of high ash
non-coking coal of the Andhra Pradesh area. Governing
Body of the CSIR has already sanctioned the project. The
proposal now related to increase in the cost for various
reasons which are mentioned in the papers.”

5.30. The Committec asked if the CSIR had.investigated whether the
plant at Central Fuel Rescarch Institute could be utilised for experimen-
tation on Singareni Coals. In a written.reply the CSIR have stated:
“The present plant at CFRI can be utilised for the purpose. CFRI has
stated that, in fact, a contract for gasification of Singareni coals for. pro-
duction of liquid hydrocarbons is under correspondence with the Singareni
Collicry authorities. Earlier, tests were carried out with Singareni coals
at the CFRI Pilot Plant as a part of survey being carried out on charac-

Aeristitcs of gasification of coals from Orissa, Andhra Pradesh and Madhya
Pradesh coalfields.”
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£731. In their reply to CSIR, the Central Fuel Rescarch Institite:
have stated, “It is not known to us whether the CSIR took into account
the faqt that a similar plan had commissioned successfully at Dhanbad
while approving the Hyderabad Project. However, from a statement made
in the proposal for setting up the Hyderabad project, an impression was
gained that no work had been done in India on gasification of coal, though
in a letter dated 27th February, 1964, there was at least an indication

of the knowledge of the CSIR authorities that a plant had been installed
at CFRI",

“The facts are that the TCM granty were made for installation of the
gasification plant at CFRI in 1956-57; the delivery of the plant was
received in 1959-60; erection of the ‘plant was completed in early 1962.
However, there were difficultics in commissioning the plant till late 1963
and, finally, the plant was inaugurated in early 1964,

“This Institute is not aware of the original purpose of RRL, Hyderahad,
purchasing the plant.  If information on any particular coal angd its gast-
fication characteristics were required, it could be  casily obtained "y
ubjecting such coals to tests in CFRI pilot plant.  If on the other hand,
the RRL plant was meant for making commercial supplies of gas to
Hyderabad town or to some other industry, then a plant of the type sct
up at CFRI, or its copv at RRL. Hyderobud, is not suitable. These are

rilat plants and not designed for commercial operation on a continuous
basis.

“The present plant at CFRI is meant for experimentation and  can
always be utilised for the purpose.  In fact, a contract for gasification of
Singareni coalks for production of liguid hvdrocarbons ic under corresp 'n-
dence with the Singareni Colliery authorities.  Earlier, tests were carried
et with Singareni coals at the CFRI pilot plant as a part of the survey
heing carried out on characteristics f gasification of coals from Orissa,
Andhra Pradesh and Madhva Pradesh coalfields.”

5.32. The Committee desired to know the reasons of increase of
eutimates of the projects from Rs. 21 Iakhs in 1962 to Rs, 107 lakhs,
The Director, RRL, Hvderabad stated during evidence that the sanction
of R<. 21 lakhs in Governing Body in November, 1962 was  based on
preliminary proforma estimates which had been framed by the Laboratory
prohably sometime starting in 1956. In 1963, 18 firms in Europe were
addressed by the Regional Rescarch Laboratory, Hyderabad to obtrin
quotations for the equipment nceded for the project. On the basis of
these quotations, the CSIR were requested for a revised sanction of
Rs. 45°5 lakhs and the Governing Body sanctioned the amount in Septem-
ber, 1964.  As against requirement of Rs. 35 lakhs in foreign exchange,
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only foreign exchange of Rs. 11 lakhs was released after a passage of
nearly one year. It was, therefore, requested to the CSIR that order
might be split into three instalments according to the release of foreign
exchange. The sanction of the Vice-President of the CSIR was conveyed
to the laboratory in March, 1965. The CSIR then explored the possi-
bility of getting foreign exchange under one of the aid progtammes oe-
cause free foreign exchange was not available. It could not e accounted
under German aid and it was finally ‘possible to accommodate it under
the French Aid. Foreign exchange of about 23 lakhs French francs was
released. The plant had to be ordered from France resulting in a price
rise of about 10 per cent on account of difference in German and French
prices. But before the order was placed, the rupee was devalued in June,
1966. The delay in placing the order and release of foreign exchange
caused a price rise of Rs, 10-2 lakhs. The devaluation of rupee, interest
on deferred payment resulted in rise of Rs. 30-S lakhs. These were the major
factors which themselves accounted for a price rise of Rs. 41 lakhs. The wit-
ness added that at the first meeting of the executive council of the Laboratory
held after devaluation on the 15th October, 1966. the matter was placed
before them that it was likely that the plant might cost Rs. 107 lakhs.
The executive council appointed an expert committee (Nargundkar Com-
mittee) to go into the matter. The Committee examined the whole
estimates and recommended that despite the estimated price rise due to
devaluation and other factors, it was worthwhile to go in for this plant. In
a written teply C.S.LR. have stated  “The Governing Body has not
approved of the increased estimates of Rs, 1°89 crores (Rs. 107 lakhs
non-recurring plus Rs. 82 lakhg recurring) for the Coal Gasification Plant
arrived at by the Nargundkar Committee in OctoSer, 1966, but recom-
mended at its meeting held on 15th July, 1967 that 3 Committee of Ex-
perts should be appointed to scrutinise the technical and economic aspects
of the project and the estimates.  Accordingly, an Expert Committee
under the Chairmanship of Dr. D. P. Kane was appointed by the Vice-
President, CSIR.”

5.33. Asked if any new cquipment was also purchased, the Director,
RRL. Hyderabad replied “No new equipment was purchased.” As
regards to gas holders, the witness stated, “The Nargundkar Committee
estimated that at Rs. 4 lakhs we have not yet purchased that”. The
Committee asked about the need for including gas holders in the estimates
when it was only an experimental project. The witness replied “We did
not want to convert into a commercial concern. We thought that if it
was not done, we would have spent much more money in experimenta-
tion. So we thought we could recover a part of it.” The witness added
“There has been no expansion of objects. Expenditure has gone up due
to factors explained. When we are already ‘pressed with money, nothing
"would have been recovered, if gas wag first flamed.”
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5.34. The Committee asked why orders were placed for purchase of
equipment before getting the revised estimate approved by Government.
The Director, RRL, Hyderabad stated “The agreement was signed in July-
August, 1966. I had signed the agreement, I repeat for 22 to 23 lakhs
French Francs and that agreement was limited to this amount for which
sanction of the governing body existed with me. Subsequently it had
gone up due to devaluation. Since there were blanket orders to off set
the effect of devaluation, it was not necessary to obtain any fresh sanc-
tion.” In a written reply, the C.S.LR. have stated: “Foreign exchange
under French Credit to the extent of Rs. 22'43 lakhs (equivalent to F.F.
2,310,000) was released to the RRL, Hyderabad on 30th March, 1966,
on the basis of Governing Body's approval to the Coal Gasification Plant
{n September, 1964 at an estimated cost of Rs. 45-50 lakhs. An import
licence was obtained on 3rd May, 1966. On 6th June, 1966, the rupee
was devalued. The value of import licences obtained before devaluation
was automatically enhanced to Rs. 35.427 lakhs by the Government of
India vide CCI&E Public Notice No. 90-ITC(PN)/66, dated 27th June,
1966. No separate sanction for additional foreign exchange release was,
therefore, necessary. The Laboratary placed orders against the said
foreign exchange release on 25th July, 1966.”

5.35. In another written reply, the CSIR have stated: “The Regional
Research Laboratory (Hyderabad) has intimated that the total expendi-
ture incurred on the project is Rs. 35,12 lakhs. Further commitment for
payment under French Credit is Rs. 33.38 lakhs based on the current
cxchange rate (upto 3!st January. 1970)."

5.36. The Committee asked whether at the time of placing the orders
in July, 1966, the Director was aware that the estimate needad revision.
The witness stated: "1 knew only to the extent of the devaluation and the
financing charges and interest to be paid. The sanction that we should
take interest had been taken into account. These are the normal sanctions
which are given, when the Finance Ministry agreed that it would be placed
in the AID Programme. This is not the only thing. In the whole of CSIR,
we must have purchased many things, after devaluation without fresh sanc-
tions. The original sanction was there giving the foreign exchange and,
therefore, no separate sanction was needed.” He added: “So far as Rs. 82
lakhs is concerned, that was the amount which I thought we would need
from 1969, when the plant would have been erected, for a period of six
years. I could not ask for sanction in 1966 for expenditure I would be
incurring in 1968-69. It was indicated that this was the expenditure for
running the plant for 5 years.”
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5.37. The Committee asked about the amount of expenditure incurred
on the project after the decision of the Governing Body not to continue the
project. The Committee have been given the following figures:

Expenditure incurred on Coal Gasification Plant from Suly 1967 to Fanuary 1970

Foreign  Indian Custom  Building Contin- Total
duty gencies

From July 1967
to March 1968 . 1,56.576-8135,961-12 1,01,727-0862,153-83  9,664-62 3,66,083 46
1968-€9 | - 530,621 86 47,445 73 15,322°45 484'00 6,13,874 04
1969-70  (upto

3I-1-1670; . 2,59,211'30 (=195 18 (—)3,351°35  2,55,664 86

ToTaL Rs. . 12,35,622:36

“The payments shown under Forcign Head have been mainly made
for equipment imported under Franch Credit. These payinents
are made in half-yearly instalments against promissory notes
issued after sivning the agreement with the French suppliers,

The oxpenditure shown under Indian Head is for equipment ordered
carfier (prior to Julv. 1967). Most of these were  received
before July, 1967, This also includes freight for the equipment
imported from France,

The exrenditure during 1968-69 includes that for the 350 HP motor
obtained from Heavy Electricals Ltd.. Bhopal, for which the
order was placed in 1954, The customs duty is for the cquip-
ment imporied from Germany for which  the amount  was

deposited with DGS&D but the adjustments were made during

1967-68.

The expenditure shown under buildings is for scttlement of the
contractors’ bill for the fencing, underground water tank, sani-
tary facilitics at the plant site.  The work was completed some-
time during 1967-68. The pavments were made during  this
pericd. This also includes expenditure incurred upto August,
1967 on sheds for oxygen plant and stores at Moula Ali.

The credit shown during 1969-70 under contingencies is for items
which were transferred to the laboratory. Items like welding
electrode, cable compound etc. were transferred to laboratory

as they are likely to become damaged by storage for a long
period.
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Besides these, expenditure for eleetricity for lights at Moula Al
where some of the equipient is stored partly erected and partly

%n crates is being incurred. Six Chowkidars are also on duty
in shifts guarding the equipment:”

5.38. The Committec enquired of the representative of the Ministry of
Finance whether a fresh sanction was not necessary in this case in view of
increase, of expenditure for Rs, 45 lakhs to Rs, 72 lakhs. The representa-
tive of the Ministry of Finance stated that the question of increase in esti-

mate was considered by the Ministry of Finance who made the following
observations:

“As the scheme has already been approved by the CSIR and the
Governing Body of CSIR, it is not necessary to obtain a third
approval again for the revised estimates of cost. In view,
however, of the substantial alteration to the original estimates,
the matter should be placed for information before the Finance
Sub-Committee and the Governing Body at their next meeting.”

5.39. The witness added that their estimates were placed before these
two bodies and necessary action was taken. So far as Finance were con-
cerned, they left it to the Governing Body and Finance Sub-Committee to
take a decision as to the actual expenditure to be incurred.

5.40. Explaining the present position, the Director, Regional Research
Laboratory stated that one-third of the plan was erected in 1967, while two-
third was lying created and supplier'’s guarantee of §peciﬁcatiop had also
expired. The witness added that “the plant lying in this create will rust and
Rs. 72 lakhs which has been spent will be really a waste.”

5.41. The Committee desired to know the steps taken to utilise the p.lant
in pursuance of the n:commendations of the Expert Committee. In a written
reply. the CSIR have stated as follows:

§.42. “The Report of the Kane Committee was placed before the
Governing Body of the CSIR at its mesting held on 14th May, 1969 \\.wbo
endorsed the following recommendation made inter-alia by the Technical
Committee of CSIR at its meeting heid on 11th May, 1969™:

i i he Ministry of
‘It was brought to the notice of the Commmgc that t
Petroleum & Chemicals had decided to instal three coal based
fertiliser plants and the Coal Gasification Plant may be useful
to the Ministry for their experimentation. It was recommend-
ed that the Minlstry of Petrolum and Chemicals may be asked
to take over this plant in case they needed it
905 L.5.—8
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Even beforc the above decision o‘fv‘the, Governing Body in May, 1969,
to approach the Ministry of Petroleum and Chemicals for taking over the
Plant, the Director General had written to the Chairman, FCI on the basis

of Kane Committee Report. In reply. FCI bad stated that they are interest-
ed only in certain parts of the plant,

It was, therefore, proposed that an advertisement may be inserted in the
Press to ascertain if there are other parties interested in the plant instead
of writing individually to likely parties. Accordingly, the orders of the Vice-
President, CSIR were obtained for advertisement in papers for sale of the
plant on ‘As is where is’ basis.

In the meantime, as letter was received from the Chief Minister, Andhra
Pradesh mentioning that the Singareni Collicries Company as well as the
State Government would be very much interested in examining the possi-
bilities of utilising the Gesification Plant and the services of RRL, Hydera-

bad for purposes of setting up coal-based industries in Ramagundem-Kotho-
dudem area.

The Vice-President, CSIR wrote to the Chief Minister, Andhra Pradcsh
that the Andhra Pradesh Government may take over the Plant and operate
it and the RRL, Hyderabad would provide necessary technical assistance
and expert guidance for the purpose.

In reply, the Chief Minister has stated that while the State Government
is interested in promoting coal-based industries in Ramagundem-Kothagu-
dem area in view of the excellent potentialities, neither the State Govern-
ment nor the Singareni Colleries is in a position to take over the financial
responsibilities of taking over and running the plant. The Chief Minister,
Andhra Pradesh has further stated that the Government of India have decid-
ed to set up a coal-based fertiliser factory at Ramagundem and it would
thercfore appear more appropriate that this plant is transferred or sold to
the FCI on the condition that this should not be disturbed from the present
location. In case. the FCI is reluctant to take over this plant, the CSIR
itself should find the required money for completing this plant.

On receipt of the above letter dated 18th November, 1969 from the
Chief Minister, Andhra Pradesh and on the advio: of the Vice-President,
CSIR, the Director General addressed a letter to the Minister of Petroleum
and Chemicals and Mines and Metals for taking over the plant. A reply
has been received from the Ministry and their views are given below:

(i) Fertiliser Corporation of India (FCI) have reiterated their
earlier opinion that they are not in need of the entire plant.
FCI seems to be prepared to purchac: certain special auxiliary
ifems such ag Oxygen Plant, compressors, etc. while could be -
ued by them for general research and developmemt activitics;
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(ii) The Expert Committee appointed by the Government for setting
up a fertiliser plant have finally recommended the adoption of
the Koppers Gasification process since they did not find the
Lurgi process suitable. Unfortunately the Plant at Hyderabad

appears to be a Lurgi plant. Such a plant does not seem to
be of any use to FCL

The Ministry suggested that we may approach the FCI on the lines
indicated in sub-para (i) above for disposal of the R.R.L. Plant,

In view of the latest reply from the Ministry of Petroleum & Chemicals,
the following course of action has been suggested:

(i) Advertisement to ascertain if there are other parties interested
in the plant;

(ii) Handing over the plant to the Andhra Pradesh Government with
the request that they may undertake thc responsibility for
running the plant with technical assistance from RRL, Hydera-
bad since the Ministry of Petroleum and Chemicals have inti-
mated that FCI is having their Fertiliscr Plants on ‘Koppers’
and not on ‘Lurgi’ Gasification Process.

(iii) RRL, Hyderabad may be authorised to erect the plant in the
campus of the Laboratory and run it as a testing unit for a
limited number of days according to the alternative recommen=
dation of the Kane Committec.

The matter is receiving consideration of the President, CSIR

5.43. In the Committee’s opinion, the coal gasification project started
at Hydcrabad, is a glaring example of mismanagement, culminating in waste
of public funds given for scientific research.

5.44. In the first place, there was a confusion about the objectives of
the Project. As pointed out by the Kane Committee, it was “never clear
whether the plant was to be established to produce synthesis gas for pro-
duction of ammonia or industrial and domestic gas to be supptied to the
city of Hyderabad™. As initially approved, the project envisaged the
installation of a continuously operating plant that would produce synthesis
gas or cquivalent fuel gas. In successive revisions of the estimates for the
project that thereafter occurred, provision was made for additional units
which were necessary only for g scheme which envisaged supply of town
gas or industrial gas. However, items Hke distribution lines, gas matters,
burners ete., which were essential for such a scheme were left out. Move-
over, in the final estimate there was no provision even for & conversion unit

without which, sccording to thé Kane Committee, production of synthesis
£as was glso not noasible,
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5.45. In the second place, the estimates for the project were not drawz
up with care, with the result that by stages the cost escalated from Rs. 21
lakhs to Rs. 1.89 crores. How faulty the estimating was would be evident
from the fact that the first estimates were approved before the laboratory
had even ascertained the cost of the equipment from the suppliers.

5.46. Thirdly, the equipment that was ordered was a semi-commercial
scale unit of a type which had been successfully developed for commercial
operation overseas. If the idea of the project was to study gasification
characteristics of coal, a smaller plant on a laboratory scale might have
sufficed. The C.S.LR. have themselves admitted that “instead of choosing
the step of developing a gasification process de novo and proving it on a
small plant and taking it on to an intermediate scale pHot plant, the other
alternative of buying an intermediate scale plant based on the best know-how

available ... was chosen.” It is clear therefore that the project was under-
taken on a much larger scale than necessary,

5.47. Fourthly, orders for the imported equipment were placed shortly
before a large-scale revision of estimates, which raised its cost from

Rs. 45.50 lakhs to Rs. 189 lakhs, took place. This was not prudent, as it
committed the CSIR irretrievably to the project.

5.48. In the fifth place, a pilot plant involving such a substantial invest-
ment was nroceeded with, without securing the association of prospective
users of the process with the venture,

5.49. Lastly, due to a failure of co-ordination, the fact that a similar
pilot plant had been successiully commissioned in another laboratory,
escaped notice both at the time the project was sanctioned and at a subse-
quent stage when the revised estimates were approved,, It is. regrettable
that when the equipment with that laboratory was capable of being used for
the purposes of this venture, orders were unnecessarily placed for a similar
equipment for this project.

5.50. The cumulative result of all these lapses has been an infructuous
expenditare of Rs. 35.12 lakhs with further commitments to the tune of

Rs. 33.38 lakhs. Costly equipment imported for the project lies unpacked
with the danger of its being rendered absolutely useless,

5.51, The Committee would like a comprehensive .hvuﬂﬂhﬂ to be
made into the case to pinpoint responsibility. Steps should also be taken

forthwith for the disposal of the equipment, if there is no further use for i,
so as avoid further losses.
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Low shaft furnace pilot plant for production of pigiron
Awudit Paragraph

5.52, For producing pig iron from sub-standard raw materials available
in the country, the National Metallurgical Laboratory, Jamshedpur, set up
a low shaft furnace pilot plant in February 1959. Upto March 1968,

Rs. 131.66 lakhs were spent on the installation and working of the plant as
follows: —

Expenditure
(In lakhs of rupees)
E31ipn:nt, apparatus and bailding etc. . . . 3495
Salaries of staff (142* persons) 2723
Raw material 30-16%%
Contingent expenses 39-32
ToraL . . 13166

*As on Ist August 1967.

»rInzlasive of Rs. 6 lakhs worth of raw muterial received as gift,

5.53. During 1958-59 to 1967-68 the Laboratory conducted 40 produc-
tion operations covering a total period of 2 years 10 months and 24 days.
‘The daily production during the period of operation was from 0.5 to 12.2
tonnes as against the plant’s rated capacity of 12 to 15 tonnes per day. The
pig iron produced was 3965.67 tonnes, out of which 2,397 tonnes were sold
upto March 1968, at the rate of Rs. 310 per tonne, as against the produc-

tion cost of Rs, 1,447 per tonne (worked out on the basis of raw materials
and cost of establishment alone).

5.54. The Council has stated that the pilot plant is neither desired nor
designed 10 work continuously purely from productional aspects in view;
and that the primary purpose of investigation o, any pilot plant is to con-
duct tests with different grades of raw materials to establish technical feasi-
bility of the process. The Council has also stated that the low daily pro-
duction was due to poor quality of raw materials, manual feeding of raw
materials into the furnace and removal of the products also manally.

5.55. Conceding all this. although nearly nine years have passed since
establishment of the plant there has been no independent expert assessment
regarding the need for its continued working. The Council has, however,
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intimated (March 1969) that an expert committee has since been appointed

to review the working of all the pilot plant projects in the national labora-
tories/institutes.

[Paragraph 117 of Audit Report (Civil), 1969T

5.56, The Committee desired to know whether at the time of establish-
ing the pilot plant, any estimate was prcpared of the cost of the scheme the
period for which it should be run etc. and if so how the actual expenditure
and the time taken compared with these estimates/targets. In a now, the
C.S.LR. have stated:

“An estimate was prepared for the capital cost of the pilot plant as.
well as capital recurring expenses for the operation of the pilot
plant. The entire pilot plant with its ancilliaries was supplicd
on a “turnkey” basis, i.e., the cost included its installation and
operation for the wst trial period. The total cost involved was
about Rs.- 20,00,000/- out of which about Rs. 13,00,000/-
was in foreign currency. 1In so far as the estimate for the period
for which it should run is concerned it may be mentioned that
as investigations on the pilot plant were considered as research
on large scale for developmental purposes, the period of its
operation was not envisaged. The expenditure depends on the
test trial period. The proposals for the purchase of raw
materials ctc. under the recurring grant. and for the purchase
of spares etc. under the capital grant werc duly put up and
approved by the Executive Council of the National Mctallurgi-
cal Laboratory prior to incurring the expenditure involved.”

5.57. During cvidence, the representative of the National Metallurgical
Laboratory stated that after the plant was erected, it was thought that about
Rs. 5 to 6 lakhs would be needed per year of operation but no detailed
estimate was proposed at that time, The actual recurring expenditure was
about Rs. 7 to 8 lakhs on raw materials, payment of salaries of staff, conti-
gencies, spares etc.

5.58. The Committee asked how the CSIR satisfied themselves with
the functioning of the plart vis-a-vis the expenditure incurred over the
period of nine years. In a written reply. the C.S.1.R. have stated:

“The laboratory submitted periodical reports of the activities of the
Low Shaft Furnace Pilot Plant to the Executive Council,
National Metalturgical Laboratory. Being a pilot plant, useful
trials with various sub-standard grades of raw materials from
different parts of the country were conducted. The activities
have come up to the expectations and therefore the expenses
incurred can be justified.”
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. 3.59. The Committee atked whether 40 production operations conduct-
ed during the past one decade constituted the optimum number upto which
the plant could be worked. In a note, the C.S.L.LR. have stated: “Upto
31st March, 1969, 42 smelting campaigns were conducted. Each smelting
campaign was conducted with a definite objective in view. Apart from the
investigations undertaken by the laboratory with the different grades of raw
materials purchased by the laboratory, exicnsive investigations were under-
taken with raw materials sent by the different State Governments or parties.
The operations of the plant depended on the availability of raw materials.
Feasibility reports/investigation reports were duly sent to them. A report
was sent to the Planning Commission. Government of India.

5.60. 1t is considered that the number of trials having definite objectives
conducted during the period is quite satisfacory. All the tests were conducted
with hitherto unexploited raw materials and considerable difficultics were
experienced in their exploitation, All raw materials could not be uscd
for iron smelting.” During evidence, the representative of the Laboratory
stated “We had expected to run the pilot plant for about 120 days in a
year and I think we had come to that expectation.”

5.61. The Committee have becn informed that: “The firm in  West
Germany and the suppliers also recommended a process for utilisation of
non-coking coals for making iron. However, cxtensive investigation proved
that the recommended process was not suitable under Indian raw material
customs. The laboratory has been able to cvolve suitable operational
techniques for the exploitation of hitherto unused raw materials of sub-
stagdard grade particularly non-coking coals. It has becn found that the
technique dewvcloped is suitable for commercial adoption.

“A the entire smelting trials are conducted with raw materials of sub-
standard grade and as the quality of raw matenials changes from campaign
to campaign, every possible attempt was mad: to produce pig iron to con-
form to the standard specifications of foundry grade pig iron. The pig iron
produced is of good quality and comparable with those available in the
market.”

“Based on the investigations in the pilot plant, the cost of production in
& commercial plant has been calculated and it has been found that the
technique evolved by the laboratory can be exploited commercially.’

5.62. The Committee drew attention to high cost of production of pig
iron i.e., Rs. 1,447 per tonse as against, the sale price of Rs, 310 per tonpc.
The representative of the laboratory stated that if the cost was calculared
on the basis of the plant working for 120 days in a year, it would come tc
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about Rs. 470 to 500 per tonne depending on the fuel used. He add the

staff were working in the intermittently and werc also conducting researches
in various other research projects of the Division.

5.63. The Committee asked whether any part had taken advantage of
the research withdraw by the laboratory by setting up whole time production
units. 'The representativc of the laboratory stated: “On the basis
of the tests we had conducted the Punjab Pig Iron Ore
project was about to be installed but Punjab was divided into two parts
and the project has been put in the cold storage. We are pursuing it
For the Talchar project of Orissa Government we conducted tests on
behalf of the State Government but whether the project will be sanctioned
by the Government of India or not I cannot say. Same remakers apply to

Andhra and Maharashtra Government Projects we have taken it up with the
Maharashtra Government.”

5.64. The Committee drew attention to the fact that a Working
Group on Fourth Plan projects constituted by the Vice-President of CSIR
had recommended the discontinuance of 21 projects of which this was
one. They asked whether a final decision had been taken in regard to
this project. The Director General C.S.I.R. stated “I may just mention
this that this particular low shaft furnace which was started was, in my
view, with a view to testing and evaluating some of the ores. It may e
that during its performance most of the ores required fuel which they were
not getting. It was suggested to the Director that this was a very costly
sort of project which was run in the laboratory. He was asked to look
into it whether this should be stopped. He was asked to find out since
how long this was in operation. He told me that he hoped that it
would be possible to provide a big plant and sell this plant and recover
at least the cost of the raw materials from the wastes. He is examining
this. I do not think that this plant otherwise will have such a large
amount of work that it would be engaged for the whole year.”

5.65. The Committee desired t> know whether the laboratory had
tested all the available low grade materials in the country. The repre-
sentative of the laboratory stated “I cannot say we have tested all raw
materiale available in India. Some iron and other mines are stil] “eing
developed. Asked about the percentage of known low grade materials

tested, the witness replied “About 80—85 per cent.” The witness
added:—

“J{ this low shaft furnace pilot plant at the MML is abandoned
and in future the question of testing of raw-material arises
we would not have any alternative but to send our raw-
materials outside for testing involving heavy expenditure in
foreign exchange. Asked whether the new materials could
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not be tested in the laboratories of the Iron and Stee] Indus-
try, the Director General, S.LR., stated that “The Iron and
Stee]l Industry have big furnaces but not a testing plant of
this type........ It was actually the recommendation of the
Metals Committee of the CSIR that such a testing plant with
low shaft furnace should be set up.” When asked whether
it was justifiable to continue a pilot project for more than
nine years, the witness stated “It has been named a pilot
project but actually it is testing and evaluation plant for
testing and evaluate on of ores and raw materials. ... .. I think
why this question arose, a large number of staff kept on the
plant and the problem was how to utilise that staff.”

In a written reply, the CSIR have stated:

“This is a testing unit and can be considered as an asset to the
country. It demonstrates the feasibility of employing hither-
to unused raw materials. It climinates the necessity of
sending the raw materials to a foreign country for testing
and therefore saves a large amount of foreign exchange. It
has also been used as an experimental blast furnace to de-

monstrate the possibility of naphtha injection for iron smelt-
ing purposes.”

§.66. With regard to the decision taken on the recommendation of
the Working Group, the C.S.LR. have stated as follows:—

“The Working Group appointed by the CSIR for the Fourth Plan
proposals recommended “that there may not bYe any neces-
sity for continuing the work on low shaft furnace pilot plant
for pig iron smelting and it was also recommended that the
staff working in this plant may be shifted to work in the
new pilot plants that are reco nded to be set up.” After
the above recommendation was rececived, further investiga-
tions were undertaken at the low shaft furnace plant because
of their immediate importance, to determine the profitability

of this small furnace to produce pig iron under the best raw
materials available.

At a joint meeting of expert representatives of all the Steel Plants of
the country convened at the Nationa] Metallurgical Laboratory held on
Sth February, 1970, it was unanimously decided to test the benefits of
pre-reduction of iron ores op smelting characteristics. The other pro-
grammes envisaged for the Low Shaft Furnace are as follows: —

(i) Evaluation of formed coke prepared Yy CFRI, Jealgora for
pig iron production.
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(i) Possibility of production of ferro-phosphorus in the low shaft.
Furnace.

(iii) Testing and evaluation of raw materials of M.P.

It may, therefore, be necessary to extend the working of this facility
to investigate this important problem of the steel industry.”

5.67. The Committee, however, find that the Pilot Plant Committee,
appointed by the CSIR, have in their final Report made the following
observations about this Plant:—

“Yet another instance of a ‘Pilot Plant’ established at considerable
expense that has found no useful application is the low shaft
furnace at the NML, Jamshedpur, Established with an in-
vestment of Rs. 17 lakhs and considerable recurring cost,
this plant was expected to assist in setting up low shaft
furnaces for the production of pig iron from locally available
ores in the various States of India. During eleven years of its
existence, raw materials from 14 different States were reported
to have been tested in this plant. Except for one State, Maha-
rashtra, which contributed towards expenses of the investigation
to some extent, all other investigations werc carried out at the
cost of the NML. So far, not a single low shaft furnace has
been established in the country for production of pig iron with
know-how obtained from this plant.”

5.68. The Committee are dissatisfied with the working cf this pilot
plant. 1t has been in operation for over a decade during which the ex-
penditure on it has amounted to over Rs. 1.32 crores. The bulk of the
expenditure (Rs, 96.71 lakhs) was on recurring expenses for which detailed
estimates were not prepared before the project was sanctioned. The over.
seag firm which supplied the equipment (cost Rs, 20 lakhs) had recommend-
ed a process for ifs operation which the laboratory did not find suitable
under Indian raw material conditions.

5.69. The Plant was set up to establish the suitability of low-shaft
furnaces for produoction of pig iron from locally available ores in various
States. A variety of ores have been tested but the results have not been
satisfactory either in terms of cost or quality of the end product. The cost
has amounted to Rs. 1,447 per tonne, against which the product has been
sold at Rs. 310 per tonne. It has been stated that “the technique evolved
by the Jaboratory can be exploited commercially”, but the Committee are
sceptical about this claim, in the absence of any assessment in this regard
by expert engineering and design consultants familiar with the problems of
scaling-up of operation,
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5.70. Another significant feature of the operation of this plant is that,
except for one State, which contributed towards investigation expenses to
some cxtent, none of the other (13) States sponsored work on this project.
Conscquently the laboratory has had to carry out the work on its own,
while the prospective user remained dissociated from it.

5.71. A Working Group constituted by the CSIR recommended that
this project should be scrapped. Thereafter, an Expery Committee on Pilot
Piants (Kane Committee) set up by the CSIR pointed out that the Plant
has “found no useful application.” “So far”, that Commitiee stated, “mot
a single low-shaft furnace has been established in the country for production
of pig iron with know-how obtained from this Plant.”

5.72, Taking all the foregoing considerations into account, the Com~
mittee feel that it would not be wise to continue this pilot plant any longer.
The matter should be remitted for an immediate decision by the Board of
Scientific and Industrial Research.

Project for svnthetic of silicon carbide
Audijt Paragraph

5.73. In April 1966 the Governing Body of the Council approved:
establishment of a pilot plant project for synthesis of silicon carbide at
the Regional Research Laboratory, Hyderabad. According to the
approved programme, the project was to Se completed in three years
(commencing from 1966-67) at an estimated cost of Rs. 29.10 lakhs.
The sale proceeds of the product during this period were estimated to be
Rs. 22.77 lakhs. It was also envisaged that production of silicon carbide
would result in saving of foreign exchange of about Rs. 75 lakhs annually
and facilitate sctting up and growth of several other industries.

5.74. The Laboratory placed an order in May 1966 on M/s. Heavy
Electricals (India) Ltd. for a 1,000 KVA transformer at a cost of Rs, 2.69
lakhs (subsequently revised ta Rs. 2.92 lakhs). The transformer was to
be supplied within two years. Later on, the Council felt that the position
of funds required for the project as a whole was not satisfactory “and
decided to explore the possibility of setting up a two-ton per day proto-
type plant, in collaboration with some industrial firms, who could invest
the money. An industrial firm on being contacted by the Laboratory
agreed ty set up such a plant at its works in Kerala. Having learnt
from this firm that it had spare 500 KVA transformors (which could be used
for up-scaling cxperiments) the Laboratory enquired from Heavy Electricals
(India) Ltd. in October 1967 whether it would be possibie to cancel the
order for 1000 KVA transformer at that stage. The Company turned down
the request of the Laboratory in November 1967 as it had already started
the fabrication of the equipment. The equipment has, howewer. not been
delivered so far (January 1969), although contrary to contractual stipula-
tion, the Company has already been paid Rs. 2.63 lakhs.
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5.75. As it was not found feasible to set up a proto-type plant in
collaboration with industrial firms, the 1,000 KVA transformer, on
receipt from the Company, is now ‘proposed to be installed to run certain
.experimenta] furnaces for production of silicon carbide and for collection
.of data for designing a commercial plant,

[Paragraph 121 of Audit Report (Civil), 1969].

5.76. The Committee have been informed by C.S.LR. that “According
to the note placed before the Governing Body of the CSIR at its meeting
held on 16th April, 1966, the Regional Research Laboratory, Hyderabad
initiated research work on the silicon carbide project in 1960. The

«earlier experiments were mainly directed towards an evaluation of raw
materials for their suitability for the preparation of silicon carbide and a
basic study of the optimum conditions for the synthesis on a bench scale.
Since 1962 efforts were directed towards the designing, fabrication and
operation of an experimental silicon carbide furnace possessing the basic
-design features of a pilot-plant furnace but with a capacity commensurate
‘with that of the transformer available. An experimental furnace was
operated at 2,000—2,300°C for periods ranging upto 40 hours. The
furnace was re-designed and the capacity was progressively increased so
-as to yield about 30 Kgs. of silicon carbide per run. In order to scale
up the experiment and to design fabricate and operate a plant with an
ultimate capacity of 600 tonnes of processed grain per year, a pilot plant
proposal was submitted to the Governing Body on 16th April, 1966 at
as estimated cost of Rs. 29.105 lakhs approximately and with a foreign
exchange content of Rs. 3.310 lakhs after the proposal was approved by
-the Executive Council of the R.R.L., Hyderabad at its meeting held on
27th February, 1965.”

“The Technical Committee of the Board at its meeting held on 14th
April, 1966 recommended:—

“that the project be accepted in principle, subject to the condi-
tion that the foreign exchange component will be found by
the Ministry of Defence (Department of Defence Supplies).
The possibility of entering into a collaborative agreement
with the industry be also looked into.”

“On 7th June, 1966, the Director, R.R.L., Hyderabad sent a revised
proposal envisaging an expenditure of Rs. 47.25 lakhs with a foreign
-<exchange content of Rs, 4.52 lakhs. It was stated that the original
proposal was put up to the Executive Council almost two years ago.

The main reasons for the increase over the originally estimated costs
“were:—

(a) increase in the cost of transformer and HT cables by about
Rs. 1.5 lakhs;
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(b) increase in the cost of electrolyuc grade copper required from
almost Rs. 15 Kg. prevailing two years ago to Rs. 30 Kg.;

(c¢) furnaces would require brass terminals weighing nearly 3%

tonnes. The increase in the cost of brass amounted to
Rs. 0.50 lakhs;

(d) a special magnetic separator which was originally estimated
to cost Rs. 50,000 was now quoted at Rs. 1.2 lakhs including
spares and accessories. Similarly a special vibro-scréen re-

quired for grading the grain had been quoted at Rs. 15,000
more than its earlier quotation;

(e) with a view to making the pilot plant self-contained in ope-
ration, it had become necessary to make provision for suitable
conveying and handling equipment in the present proposal;

(f) among the recurring costs, the <cost of electricity almost
amounts to 50 per cent of the total recurring costs. Elec-
tricity Tariff rates had increased by 50 per cent. Conse-

quently, a corresponding increase in the cost of utilities had
to Ye provision for; and

(g) with a view to make the project self-sufficient, it had been
found necessary to provide for adequate engineering staff
for the design, fabrication and erection of the various items of
plant and machinery. The cost of these services was also
included in the present estimates.”

“The Director, R.R.L., Hyderabad requested for provision of neces-
sary funds and for approval of the revised proposal at an expenditure of
Rs. 47.25 lakhs approximately in June, 1966. He was requested to
intimate the result of negotiations with M/s....... (a private firm at
Bombay) Ltd. who had shown interest in the project. However, nege-
tiations for industrial collaboration with the firm could not come through
as they did not agree to share in the capital cost of the project.”

“While negotiating for participation with the firm, the RR.L., (H)
was also simultaneously processing the proposal for fabricating a 1,000
KVA Transformer, one of the key instruments required for scale up of
the plant. with M/s. Heavy Electricals Ltd., Bhopal. The final quota-
tion of the firm dated 16th March, 1966 was accepted by the Laboratory
in May, 1966.»

Funds for the pra;ect could not be provided in 1966-67 in view of
the recommendation‘of the Governing Body of the CSIR at.its meeting
held in April, 1966 for industrial collaboration in the Project. However,
when the Laboratory came forward with a specific proposal for purchase



of a transformer, the Executive Council of the Laboratory at its meeting
held on 4th May, 1967 accorded ex-post-facto sanction for the purchase

of the transformer at a total estimated cost of Rs. 3.30 lakhs subject to
availability of funds in the year 1967-68,

“In 1967, the Regional Research Laboratory (H) hcld negotiations
‘with M/s....... (an individual firm at Kerala) for collaboration in
setting up an industrial unit at their site. In these negotiations, as part
of their proposals, the firm desired that the Laboratory carry out upscal-
ing experiments with the help of the 500 KVA transformer only available

with the firm. But this proposal did not materialise, as the negotiations
with the firm fell through as they wanted assurance that no party will be
granted permission by Government for foreign collaboration.

About the further developments in regard to this project, the CSIR
have stated in a note that “DGSIR held discussions with the Director,
RRL, Hyderabad on 28th September, 1968 and after detailed consideta-
tion agreed to provide an additional amount of Rs. 5 lakhs approx. re-
quired by the Laboratory to set up a % tonne plant in the Reviscd Esti-
mates for 1968-69 and Budget Estimates for 1969-70 to enable the
Laboratory to establish at a demonstrable level the technical and econo-
mic feasibility of the RRL (H) process and also to study the furnace
designs and technique to optimise the parameters required for putting up
a production plant.

The 1,000 KVA transformer with switch unit was received from
M/s. Heavy Electricals Ltd., Bhopal on 10th May, 1969 and has been
erected. Experiments will be carried out using one large furnace so that
the necessary data for optimising furnacing conditions on a commercial

scale and for checking the predicted electrical efficiencies will be cbtain-
ed.”

During evidence, the Director General stated “I do not think the thing
was waiting for any special sanction of funds. Unless the key equipment
was available, how could the pilot plant operate? Sanctioning funds for
staff would have been mere expenditure in the absence of the key equip-
ment. If, of course, we would have succeeded in getting the association
of the Travancore firm for the SO0 KVA transformer, perhaps some ex-
periments on a somewhat higher than laboratory scale could have been
<onducted. But we wanted that before we hand over the process to a
party, we should satisfy ourselves regarding the evaluation of all the data,
both in regard to technical feasibility and in regard to economic feasibi-
lity. So we entrusted this work to Dastur and Co. My own fecling is
that simply because we took a decision to ‘put up a pilot plant, unlesy all

the equipment that is needed for the pilot plant was available, wé could
not run the pilot experiments.”
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5.77. Thg Committee desired to be furnished with information on the
foﬂbwih‘g points:—

(i) Whether any study has been made of the commercia] feasibi-
lity of the process by the Central Design and Engineering
Organization of CSIR or any other agency.

(ii) If the findings are that a plant on commercial scale can be
established, whether any steps have been taken by the
National Research Development Corporation in the matter.

(iii) If the commercial venture can be established, whether it is
necessary to continue this pilot plant.

(iv) Whether any offer for commercial utilisation of the process
been received by the National Research Development Corpo-
ration subsequent to a technical report submitted by M/s.
Dastur & Co.

5.78. The CSIR have furnished the following information seriatim:—

(i) “A Feasibility Report for the manufacture of two tonnes per
day of Silicon Carbide was prepared by the Central Design
& Engineering Organization (CDEO) at the request of
National Research Development Corporation (NRDC) and
submitted on 31st July, 1967. According to the Report, two
tonnes per day capacity plant is considered to be the minimum
for economically operating the Plant.”

“For a proposed two tonne capacity plant which is considered to e
minimum economic unit for operating the pilot plant, the total outlay has
been estimated at Rs. 26.30 lakhs [Rs. 19.87 lakhs as fixed capital (includ-
ing Rs. 4.90 lakhs for processing building) and Rs. 6.43 lakhs as work-
ing capital] whereas R.R.L. (H) had estimated the cost at Rs. 47.25
lakhs for a 600 tonne plant”.

“The cost of production for two tonnes per day pilot plant has been
estimated at Rs. 2,994 per tonne. Adding cost of packaging material
and selling expenses as Rs. 90,000 and interest on investment @ 7 per
cent as Rs. 1,84,100, the cost price per tonne of Silicon Carbide works
out to Rs. 3,451

“While considering the location of the Plant, considerable importance
is to be given to a place where cheap and abundant electric power is
available, as this being the major item of expenditure. Even on the
pilot plant of 2 tonne/day capagity, 25,400 Units of electricity would
be needed per day. The plage should not be too far away ?vm the
source of raw materials and the market for the product.” ‘
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(ii) “The N.R.D.C. has intimated that an advertisement was
issued inviting applications from interested parties for finan-
cial and technical collaboration in setting up 10 tonne per
day or a viable industrial plant of smaller capacity. Conse-
quently a number of firms evinced interest for the collabora-
tion in the said project. Meanwhile R.R.L. got a “Feasibi-

lity Report” prepared from M/s. M. N, Dastur and Co. Pvt.
Ltd., Calcutta.”

“It may be mentioned here that NRDC/RRL first explored the possi-

bility of putting up a 2 tonne day plant in association with M/s........ .
(the firm at Bombay) who held the industrial licence. They wanted
RRL to set up a commercial plant and if they are satisfied they promised
to buy the plant. It was not, however, possible to arrive at an agreement
with the firm on the terms decided by the Governing Body of C.S.IR.
M/s.....(the firm at Kerala) Ltd. were then approached. They were
prepared to go ahead with the project on the basis of indigenous know-
how only if it was guaranteed that no foreign collaboration would be
permitted. Negotiations with Government Porcelain Factory likewise
could not also bear fruit. Efforts to persuade M/s....... (a firm at
Jamnagar) and M/s.....(a firm at Madras) for collaboration in this
venture could not succeed because of the licence for foreign collaboratlon
with Norton of USA.

(ili) “It is necessary to carry out the present phase of upscaling the
furnacing operation (only) with a view to practically assess
the predicted efficiencies and yields and also to explore the
possibility of improving the efficiency and yields further.”

{iv) “The N.R.D.C. has stated that Regional Research Labora-
tory (Hyderabad) got a “Feasibility Report” prepared from
M/s. M. N. Dastur and Co. Pvt, Ltd. According to them a
plant with a capacity of 1800/tons per year would be margi-
nally profitable, and one with a capacity of 2,400 tons per
year would be more profitable, but not as highly profitable
as the 3,000 tons per year plant. The capital investment for
3,000 tons per year plant is expected to be about Rs, 1 crore.
The cost of production with power rate of 5 paise
per KWH is estimated at Rs. 2,413 per tonne of
silicon carbide. With the selling price taken at Rs. 3,250
« per tonne the project would appear to be quite profitable.”

The firm who had enviriced interest in the project were intimated
about thé findings of M/s. M. N. Dastur & Co, and were also informed
that complete report can be supplied to them at a cost of Rs. 1,000 by



91

RRL (H). A few firms have purchased the feasibility report. So far
the seven firms have submitted their offer to NRDC in this venture.

It may be mentioned here that Industrial Licensing Committee has
been considering the question of permitting foreign collaboration to
M/s.....(the firm at Bombay) with Norton of U.S.A. for quite some
time. NRDC has been apprising the Ministry of the action being taken
up by it in conncction with the setting up of a plant with indigenous

know-how and requesting them to defer consideration of the foreign
collaboration case of M/s..........

The Board of Directors of NRDC at its meeting held on 12th
Febroary, 1970 have constituted a committee to g into whole question
and discuss terms etc, with the firm who have evinced interest in under-
taking commercia] exploitation of the process.

“During evidence, when the Secretary, Ministry of Industrial Develop-
ment was asked whether forcign coliaboration sought by the firm at
Bombay had been approved, he stated “Therc are applications pending
with us and we have decided to wait and sce the result of C.S.IR.’s
experimentation with the pilot plant.”

5.79. The Committee feel that there has been avoidable delay in imple-
menting this project which could be a potential foreign exchange conserver.
The proposal for a pilot plant was put up for approval sometime in 1964,
but it was not finally approved till 1966. Thereafter, the Heavy Electricals,
who were to supply a transformer necded for operating this plant delayed
the supply by a year.

5.80. The Committee note that the commercial feasibility of the process
has been established by a study conducted by a firm of engineering consul-
tant as well as the Central Enginecring and Designing Organisation, C.S.LR.
Necessary ‘upscaling operation’ to corroborate these findings are stated to
be in progress. These should be expeditiously completed and the
N.R.D.C., which is stated to have offers from certain interested parties
should also finalise the arrangements for leasing out of the process,

Delay in Transferring a Pilot Plunt and recovering its cost
(Central Salt and Marine Chemical Research Institute, Bhavnagar)
Audit Paragraph

5.81. On receipt of request in 1961 from a firm in Bombay for impart-
ing necessary technical know-how to them or the manufacture of Potassium
Chloride and Epson Salt from mixed salt, the Institute procured requisite
equipment worth Rs. 2.99 lakhs and erected a pilot plant in the premises
“of the firm's factory at Kandls in March, 1964. In May, 1964 it was
905 L.8.—7
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found necessary to modify the process. Consequently, additional equipment
worth Rs, 2.75 lakhs was purchased in January, 1966. The erection of the
Piant was completed in March, 1966, and the total expenditure incurred
by the Council on erection and pay allowances of staff (including . staff
diverted from other projects) worked out to Rs. 5.79 lakhs upto March,
1967. ‘ o ‘

5.82. The project was implemented by the Council on the understanding
that on satisfactory completion it would be transferred to the firm at cost-
price plus payment of royalty. Although the plant was commissioned into
service in April, 1966 and the firm is selling the manufactured products, the
transfer of the Plant has not been effected so far. The Council has stated
that the terms and conditions of transfer as also the rate of royalty to be
paid by the firm are under c¢xamination (April, 1967).

[Parazraph 5 of Audit Report on the Accounts of CSIR, 1965-66.]

5.83. The Committee desired to know the present position in regard
to the settlcment of the terms and conditions of the transfer and the recovery
of the Council's dues from the firm for erection of the plant. In a written
reply the CSIR have stated, “The matter was discussed in a meeting between
the representatives of the concerned Salt Works, Kandla and the Director-
Genzral, Scientific and Industrial Research on 9th February, 1970. It has
been stressed by Director-General, Scientific and Industrial Research that
the Salt Works should pay back the cost of the plant since they had taken
over the plant in 1966, It was agreed that specific proposals in this con-
nection will be submitted for consideration of Director-General, Scientific
and industrial Research,

“The Chairman, Salt Works and Director-General, Scientific and Indus-
trial Research had agreed by exchange of letters that the Institute might
hand over the plant at the end of the trial period realising the actual cost.”

5.84. The Committee are distressed over the delay in recovering a sum
of Rs. 5.79 lakhs spent between March, 1964 to March, 1969 for erecting
a Plant in the premises of a firm at Kandla for imparting technical know-
how to it for the manufacture of Potassium Chloride and Epsom Salts from
wmixed salt. In spite of the fact that the Plant has been commissioned from
April, 1966 and that there was a clear understanding with the firm that, on
its satisfactory completion, the plant would be transferred to the firm at cost
price plus payment of royalty, the terms and conditions of the transfer and
the question of recovery of the cost of the Plant and the quantum of royalty
payable by the firm stil] remains to be setfled. The Committee desire that
the matter should be settled with the firm without further delay.
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MISCELLANEOUS
Loss in running drug farm,
Audit Paragraph - S 5
6.1. In order to promote cultivation of medicinal and aromatic plants
(mentha, eucalyptus citriodora, etc.) departmentally and to encourage farmers
to raise those plants, the Central Indian Medicinal Plants Organisation
established, in 1963, a developmental and promotional farm at Haldwani
on 250 acres of land allotted by the U.P, Government. In 1965-66 the
farm was considered as a commercial unit.
6.2. During 1965-66, 1966-67 and 1967-68 the area under cultivation
was only 113.00 acres, 126.35 acres and 67.25 acres respectively. The
yield per acre of mentha during these years was 5.5 Kg., 9.63 Kg. and 6.4 Kg,
while that of eucalyptus citriodora was 6.45 Kg., 3.66 Kg., and 2.4 Kg,,
tespectively. During the same period, the receipts from the sale of products
were Rs, 2.09 lakhs, as against the expenditure of Rs. 5.36 lakhs (Rs. 4.39
lakhs recurring and Rs, 0.97 lakhs non-recurring). According to the
Council, the deficit was due to heavy expenditure incurred during the initial
stages on the preparation of land, removal of tree stumps, grading, lay-out
and levelling, etc. The deficit could, however, have been substantially
reduced if the entirc area available for cultivation had been utilisd, the
required number of tubewells installed and the destruction of crops by
stray animals prevented by proper fencing.

6.3. The Council has stated that “in 1965-66, when the farm considered
as commercial unit, a proper programme for irrigation, fencing, construction
of building, provision of improvised installation of distillation units, etc.,
was drawn, but the entire requirements could not be met due to paucity
of funds, This is because it was decided that the expenditure of the com-
mercial unit would be met from loan funds from the Government and this
loan was not available in time due to administrative and financial reasons.
The unit has again been changed into a developmental plus promotional
unit {(from November, 1968)".

{Paragraph 120 of Audit Report (Civil), 1969].

93
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6.4. The Committee have been informed that “The farm at' Haldwank
was established in order to promote the growth of Mentha arvensis in the
Tarain area and the main purpose was to supply suckers to the cultivators
of Tarai area. About 1200 hectares are under Mentha Cultivation in the
Tarain area. In addition to Mentha arvensis and Eucalyptus citriodora, the
folllowing plants were raised in the farm (i) Rauvolfia Serpentina, (ii)
Citronella both Java and Ceylon, (iii) ne-thum Graveolens, (iv) Palmarosa
and (v) Jasmine.

6.5. Experiments were carried out for raising the following plants (i)

Mentha Piperata (ii) Mentha Spicata (iii) Ocimum Kilimandscharicum and’
(iv) Ocimum gratisimum.”

“The farm was declared commercial in 1965-66 as it was decided that
the large scale cultivation of mentha arvensis shall be taken up. But since
the cultivators of Terai Region took up the cultivation of Mentha arvensis
on an area of about 3000 acres, it was decided to make it a promotional
unit in order to concentrate on further development work on mentha, other
medicinal and aromatic plants leading to large scale cultivation of these
plants in U.P. particularly in the Mechanised Tarain Belt.”

€.6. The Committee referred to the reduction in the cultivated arca of

the furm from 126.35 acres in 1966-67 to 67.25 acres in 1967-68. There
had been attributed to drying up of the irrigation canal. Explaining the
measures taken to improve the irrigation facilities in this regard, the C.S.1.R.
have informed the Committee that “a shallow tube well was completed in
1967 and four pumping sets were installed for lifting water from adjoinine

Nallih. Steps have been taken up for boring of one tube well during the
year 1969-70 and one in, 1970-71." 1In reply to a question whether ary
programme had been drawn up to bring the whole area (250 acres) allotted
for the farm under cultivation, it has been stated that “the programme of
work is periodically reviewed and revised in accordance with the cultivation
trends in the region. A revised cropping programme with anticipated

receipts has been prepared. A special Sub-Committee has been constituted

by the Executive Council CIMPO to suggest improvements. The report of

the Committee is expected by the end of March, 1970.” The Committee

fined from the statement furnished by the C.S.LR. that during 1969 an
area of 38.15 hactores (95 acres) that was brought under cultivation. An

area cof 200 acres is proposed to be cultivated under cultivation during 1970-

. wdiily LTV}
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6.7. As to the overall working results of the farm at Haldwani, the
following data has been furnished:—

Year Receipts EBxpendi- Expendi-
ture ture
Recurring on
including Capital
wages
1963-64 . 0-425 0251
1964-65 0:476 0-8s5 0-29%
1965-66 0233 1481 0792
1966-67 . . . 0° 594 1°594 0:120
1967-68 0315 1:310 0-062
19638-69 0996 1-789 0202
ToTAaL . 2-614 7-554 1718

6.8. The Commiittee referred to office C.S.I.R. farm at Jammu, Srinagar,
Bangalore and Coorg and asked for informaion on the following points:—

Whether the farms at Jammu Srinagar, Bangalore and Coorg are
declared as commercial units,

the expenditure and receipts of each of these farms during cach of

the last five years, indicating the steps being taken to make the
farms, self-supporting.

to extent to which these farms had been able to encourage outside
production on a large scale of valuable farm products like
pyrethrum, belladonna etc.

6.9. In a note the C.S.I.LR, have stated as following seriatum:—

The farms in J & K which form a part of “Drug Farms and Factories
in J & K" taken over from the State Government are run as
commercial units. As regards the farms in Bangalore and Coorg
they are promotional units, their main function being to provide
the necessary plant material and guidance to the farmers for
large scale cultivation of essential oil bearing plants in South
India,
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6.10. The C.S.I.R. have furnished the following statement showing
receipts and expenditure of the Drug Farms in Kashmir, Jammu:—

»(I) DRUG FARMS KASHMIR
Receipts Expendi- Expendi-
Year tut;:n ture
Recurring on
including capital
wages
1963-64 . . . . . . . . e 0058
1964-6% . . . . . . . . 1:057 1-410 0188
1965-66 . . . . . . . . 1'601 2:573 0473
1966-67 . . . . . . . 1:239 2-203
1967-68 . . . N . ' . 1§76 2:974 0003
1968-69 . . . . . . . . 1170 2-113 o‘zzz
TOTAL . . 6:645 11-331 0°901
*(IT) DRUG FARMS JAMMU
Year Receipts Expendi- Expendi-
ture ture
Recurring  on,
including Capital
wages
1963-64 . . . . . . . . .. 0-206
1964-65 . . . . . . . 0122 2443 1715

1965-66 . . 1113 2+318 0806

1966-67 e e e e e e 3-089 3-370 2:390
1967-68 . . .. . 1979 4029 0607
1968-69 . . . . R . . , 1090 4-103 .

ToTAL . . 7:393 16459 §-518

*Units were taken over from the State Govt. w.c.f. 1-2-1964

As regards the Zonal Centre at Bangalore, the information is awaited.

6.11. It has been stated that broadly speaking the following steps
have been taken to make the farm, (Commercial Units) self supporting:—
(1) Drug Farms, Jamma

The farms when handed over were infested with pericious weeds in most
of the areas. No irrigation facilities were available in Drug Farm Chbakrobi
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and larg? areas remained uncultivated. The distillation unit which was in
Chakrohi was too obsolete in design and its efficiency was very low, simi-
larly the boiler installed at Chakrohi was very old.

Tubewells have been bored to provide water for irrigation, a new boiler
has been improvised.

@) Drug Farms Kashmir

Pyrethrum plantation taken over from State Government had out-lived
its productive age and the State Government had not drawn a phased
programme for providing replacements. Consequently the plantation had
to be rejuvenated and replaced in a phased way. The extension of new
plantation has been phased gradually,

The Committee desired to know—

total acreage of each of the CIMPO farms at Jammu, Srinagar,
Coorg and Bhangalore, the actual acreage under cultivation and
the per acre yield of the principle products for each of the last
five years, e

details regarding the contribution made by these farms in developing
indigenous production/cultivation of items which were or are
being imported.

6.12. In their reply, the CSIR have stated:
“The information pertaining to Drug Farms J & K i3 reproduced

below:—
Total *Cultivable
ares area
1. Drug Farm Yammu
Chakrohi . . . . . 1242 acres ’g‘
Miransahib . . . . . 36 o » 1060 acres
Katra . . . . . . 645 5 j
11, Drug Farm Kashmir
Yarikah . . . . . . 200 acres
Mansabal . . . . . 260 o
Zainspora . . . . . 320 980  acres
Bow. . . . . . . :50 ”
Allowpors . . . . . 157 » J

*The arca sctually under cultivation bas pot been intimated.,
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As regards Coorg and Bangalore the information is being collected. As
regards yield per acre it is not possible to arrive at any figure as the farms

are still under development state. This can only be possible when the
farms attain a take off stage.”

6.13. The farms have contributed towards the mdiéenous production/
cultivation of items as follows:

“(i) Mentha arvensis is processed for isolation of Menthol which
is hitherto being imported. The cultivation is being extended
in order to meet the total requirements of the country.

(i) Pyrethrum is converted into Pyrethrum Oleoresin a valuable
insecticide. The production is being stepped up.

(iii) Large scale cultivation of ergot has been taken up and the iso-
lation of its alkaloids is being taken up.

(iv) A valuable source of raw material for Xanthotoxin is being cul-
tivated.

{(v) Balladonna is grown in the farms and used for the manufacture

of balladonna extracts, belladonna plaster and total alkaloids
of balladonna.”

6.14. In the first ‘get-together’ of Research and Industry held in 1965,
it was decided that the CIMPO should circulate widely and particularly to
the Forest Department of various projects reports on the important items
of production in the farm, giving detailed technical advice regarding their
cultivation, storage, marketting and economics of production and that a
time-targetted programme in this behalf should be drawn up within six
months for cultivation of these products. The Committee desired to know
whether this was being done, The Committee have been informed that
“Surveys have been conducted by the RRL in order to assess the availability
of Dioscorea Deltodia in the State. A similar survey is being planned for
assessing the availability of Belladonna, Ephedra etc. These surveys are
undertaken in close collaboration with the Forest Deptt. In addition to this

all necessary help is rendered to the Department for promoting growth of
the medicinal plants.”

6.15, The Committee desired to know—

(i) whether any plans have been drawn up for the commercial cul-
tivation of Plantogo Ovata, which has been successfully cul-
tivated on experimental basis in the National Botanical Gardens,
Lucknow and the value of export of this plant at present,

(i) whether a detailed study of the commercial possibilities has been
made in collaboration with interested organisations or parties.
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‘6.16. In their reply, the C.S.I.R., have stated that “As a research orga~
‘nisation, the National Botanic Gardens has found the feasibility of commer-
cial cultivation of Plantago Ovata (Isabgol) on saline alkaline soil (usar)
and it has been widely publicised. National Botanic Gardens hag estimated

that seed and husk of Plantago Ovata, worth about Rs. 2.00 crores, are
«exported every year.”

6.17. The Committee desired to know whether the CSIR are satisfied
about the commercial viability of the process developed by the National
Botanical Gardens for production of rose oil and whether any plans have
been drawn up for its commercial exploitation. TIn their reply, the CSIR
have informed the Committee that “The National Botanic Gardens is
satisfied about the commercial viability of the process and the apparatus
-developed for extraction of Rose oil from Rosa damascena or Damask Rose.
The yield of oil by this method is (0.03-——0.04 per cent)——double that by
the other methods—and the quality of the oil has been evaluated by a
foreign firm to be of international standard. The N.B.G. is negotiating
with certain {irms for the production and supply of the rose oil based on
NBG’s know-how. The trials at NBG have further shown that Rose
damascena can very well be grown on saline alkaline (usal) soils. The
process has been accepted for the grant of a paint.”

6.18. The Committee asked about the efforts made by the National
Rescarch Development Corporation or the Council of Scientific  and
Industrial Research to get the process developed by the National Botanical
Gardens, for preparation of raisens from different varieties of grapes, com-
mercially exploited, and state whether liaison is being maintained with the
Minister of Foreign Trade in regard to this process and other such processes
c0 as to facilitate a correct formulation of import policy with regard to
items of imports covered by CSIR's research efforts.

6.19. The Committee have been in"rmed that the work has been done
on laboratory scale and the press has <ince been patented. Further work
is in progress. The Ministry ¢f Foreign Trade and Supply have cons.ituted
different Export Promotion Councils on which the national laboratorics are
represented. This has been done with 4 view to facilitating formulation of
import policy with regard to items of imports covered by CSIR’s research
efforts. The Ministry have recently asked for our representations on the
Central Co-ordinating Committee appointed by them to look into the work

doue by the different Research and Development Cells. Action in this
regard is being taken,

6.26. The Committee feel that the working of the drug farms run by
CS.LR. needs to be greatly improved.

6.21. Over the last six years ending 1968-69, three of these farms at
Jammu, Kashmir and Halwani have run up a deficit of Rs. 18.70 lakhs,
as thele receipts have consistenfly fallen short of thelr recurring expenses.
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6.22. The area available has also not been fully cultivated. Taking
the farm at Haldwani, for instance the area under cultivation in 1969 was
95 acres as against the total area of 250 acres, The yield has also been
coming down, as would be evident from the data given in the Awndit

paragraph,

6.23. The Committee would like the C.S.LR. to take steps to make
these farms self-sufficient units. As the purpose of these farms is to
demonstrate to outside cultivators the feasibility of growing of certain
medicinal and other plants on a commercial scale, it is essential that these
farms should be considered as commercial units and made to work as such.
It is also imperative that the C.S.I.R. should maintain close contact with the
Forest Department in various States to whom project reports on the
important items of production in the farms should be circulated. A time-
targetted programme should be drawn up for this purpose, covering the
principal products grown in the farms,

6.24, 'The Committee note that the National Botanic Garden fis
stated to have successfully cultivated plantago ovata. It kas been estimated
that seed and husk of this product worth about Rs, 2 crores are being
exported every year, The Committee desire that the National Botanic
Gardens should make all efforts to promote commercial cultivation of this

plant.

6.25. The Committee note that the National Botanic Gardens have
also developed a process for production of rose oil which is reported to be
in demangd in the international perfumery market, The commercial viabi-
lity of the process should be established and the question of undertaking
jts production thereafter considered.

Institute of Bio-Chemistry and Experimental Medicine, Calcutta.

Audit Paragraph

6.26. For construction of six-storey building for the Indian Institute of
Bio-Chemistry and Experimental Medicine, a plot of land measuring 3.82
acres was acquired in 1958 at Jadavpur (Calcutta) for Rs. 4.04 lakhs, Rs.
1.04 lakhs were spent on levelling and dressing of that land.

6.27. Laying of pile foundations capable of sustaining the six-storey
building was completed in 1960 at a cost of Rs. 6.12 lakhs, The construc-
tion work was awarded to a contractor early in 1961 at an estimated cost
of Rs. 24.20 lakhs. In October 1962, however, when two storeys of the
building had been completed and Rs. 16.52 lakhs spent, further comstruc-
tion was abandoned because of financial stringency, and as the area in
which the building was being constructed was congested and the land ac-
quired for staff quarters was not sufficient. It was also decided that the
Institute be shifted to Kalyani which is 49 Km. from Calcutta. To that
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end 39 acres of land were purchased there from the West Bengal Govern-
ment for Rs, 10.02* lakhs in September, 1963. Approval of the Finance
Sub-Committee/Governing Body of the Council or the Ministry of Finance
to the purchase was not obtained. The Ministry of Finance, who were
requested in December, 1963 to approve the expenditure, declined to do
80 on the ground that the question of establishment of the Institute at Kalyani
had not been considered by the Finance Sub-Committee of the Council.

6.28. An expert committee appointed subsequently by the Council to go
into the whole question recommended that shifting of the Institute to
Kalyani was inevitable. The Governing Body of the Council accepted the
recommendation in September 1964, Construction at Kalyani has, however,
not yet been started and the land is still lying vacant (December 1968).

6.29. The full quantity of steel for the Institute’s building (at Jadavpur)
upto four storeys had been purchased during 1961 and 1962. Consequent
on the decision in October 1962 not to proceed further with the construc-
tion, 151.65 tonnes of steel became surplus. No steps were taken immedia-
tely to dispose of the surplus steel. 27.15 tonnes were subsequently used
for other purposes. As the balance steel, whose book value was Rs, 87,700,
had lost its strength due to prolonged storage since 1961.—63, it was dispos-
ed of by public auction in July 1968 for Rs. 62,700 only. For disposing
of that steel, Rs. 7,200 were also spent on advertisement, testing and agency
charges. Loss of Rs. 32,200 was thuy sustained in disposal of the steel.

6.30. For housing the rtesearch and other staff of the local laboratories
including this Institute, the Council also acquired in 1960 two plots of land
measuring 2.98 and 4.02 acres for Rs. 14.58 lakhs. Although eight years
have passed, construction of staff quarters in one of the two plots (value
Rs. 5.43 lakhs) is still in a preliminary stage as only the piling work has
so far been awarded to the contractors (February, 1969).

[Paragraph 118 of Audit Report (Civil), 1969]

6.31. The Committee desired to know how the congestion at Jadavpur
in which the building was to be constructed or the insufficiency of the land
acquired for staff quarters escaped the notice of the Council before acquiring
land. The Council of Scientific and Industrial Research have in the written
reply stated :

“It is not always possible to foresee the likely congestion in a parti-
cular area that may take place in future. In this particular case,
the land for the building of the Institute at Calcutta was
acquired in 1958 whereas after a lapse of 5 years the thinking
was that the Institute should have a bigger area which was
taken from the West Bengal Government in Kalyani

*Out of Re. 10-03 lakhs, Rs. 1-63 Iakhs are stilito be paid to the State Government
(December, 1968).
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6.32. As regards insufficiency of land for the staff quarters, it may be mep.
“tioned that the availability of land in nearby localities in Calcutta ig scarce,
“In order to tide over the difficulty, we decided to go in upto 11 storeyed

construction. In fact in one of the plots, such tall structures have already
been constructed although the nearby buildings are not even half ag tall as

”»
.

ours

6.33. With regard to the increase in expenditure on construction, the
CSIR have stated that “the construction work was awarded for 4 storeys for
Rs. 23.95 lakhs against the estimated cost of Rs. 24.20 lakhs for a 4 sto-
reved structure and not for 6 storeys. The piling work was undertaken on
the basis of construction of € storeys as originally proposed. However, due
to National Emergency in 1962, the scope of construction was reduced to
two storevs only with an expenditure of Rs, 16.52 lakhs.”

“Since the floor arcas of all the four floors requirements were not
identical the cost per floor is not proportionate to the total cost. Further,
the lower floors have to carry heavy load of upper floors and hence lower
floors are costlier than upper floors. Further, certain items of work hed
to be undertuken consequent on the reduction of the scope of construction,
with a view to proper utilisation of the area for research purposes, The
main extra items of work were (i) parapet walls all round; (ii) lean concrete
to project the dowel column bars from corrosion; (iit) lime terracting; (iv)
additional partitions and consequent strengthening of RCC slabs and asso-
ciated iteins like doors. fittings etc.. in order to make more rooms in the
restricted floor area. Due to these technical requirements the cost of two
floors appears to be not proportionate with that of 4 floors. This apparent
excess will be set off when future construction of upper storeys is taken

up *

“No compensation was paid to the building contractors due to reduction
in the scope of work (from four to two storeys). The first two storeys of
the building are complete and the Indian Institute of Experimental Medicine
is functioning in the building.”

6.34. The Committee asked how the value of the land at Kalyanj was
fixed and why the approval of the Finance Sub-Committee/Governing Body
-of the Council or the Ministry was not obtained. In their written reply,

the CSIR have stated :

“The land at Kalyani belonged to the West Bengal Government and
the sale price was fixed by them Exwpost-facto approval of
the Governing Body, CSIR, wasz obtained in September, 1964.
The Ministry of Finance alsc concurred in the proposal in
December, 1964.”

“The Expert Committee recommended the location of the Institute
at Kalyani and the Governing Body endorsed the recommenda-
tions at jts meeting held in September, 1964.”
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“On account of Pakistani aggression, Nati
declared in 1965 and no construct jonal Emergency was-

0
Subsequently, there was re- n work was taken up there. .

thinking as to whether the land at
Kalyani should be utilised for the Institute or returned to the

St-ate §ovcr11ment. The matter was considered by the Execu-‘
tive Council of the Institute at their meeting held on 22nd
Septf:mber, 1969, and the conclusion reached was that the
Institute does no require the land at Kalyani.”

6.'35. .The.Committec desired to know ihe reasons for delay of six
years in disposing of the surplus steel after the decision has taken to proceed

with the construction of building. In a written reply, the CSIR have in-
formed the Committce thut—

“The two storeyed building of the Institute was completed in 1962, On

account of National Emergency and cut on budget outlay of
the CSIR, the building work was stopped rendering the steel
surplus. Besides, there was some re-consideration of the ques-
tion of shifting the Indian Institute of Experimental Medicine
to Kalyani in Scptember, 1963, An Expert Committee to
look into the shifting of the Institute was constituted. The
Expert Committee recommended the shifting of the Institute
to Kalyani and the Governing Body endorsed the recommenda-
tien in September, 1964, However, in view of Pakistani
aggression in 1963, construction was abandoned. Before dis-
posing the surplus stecl, every effort was made for its utilisa-
tion in other Nutinna! Laboratories. It was the normal practice
that materials like stcel which were not [reely available a few
years ago had o be stored for the timely execution of the
work.  However, during 1965-66, actibn for the disposal  of
steel rods was initisted after ascertaining the strength of the
rods from the National Test House, Calcutta.  As the other
Laboratories/Institutes did not require the stecl for utilisation in
their works, the DGS&D was approached in January 1968 to
dispose of the same by public auction.”

6.36. The Committee asked for the rcasons for delay in starting cons-
truction on one of two plots acquired -for housing the rescarch and other
stall of the local laboratories. In a written reply, the CSIR have stated that
“The construction of staff quarters in the national laboratories/institutes is
considered keeping in view the budget allocation. Due to National Emer-
gencies in 1962 and 1965 and the resultant cut in budget provision, priority
was given to thosc works on which work had already begun. Besides,
construction of new quarters was undertaken at a limited number of places.

Hence construction of quarters at Anwar Shah Road site could not be
started earlier.
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The latest position is that pile work for construction of 148 multi-
-storeyed apartments is almost complete and tenders for super-structure
.are being invited in a few days time.”

6.37. The Committee are distressed at the vacillation that occurred on
the question of housing the Indian Institute of Bio-chemistry and Experi=
mental Medicine. In 1958 a plot measuring 3.82 acres was acquired at
-Jadavpur for construction of a six-storey building. In October, 1962 after
two storeys were completed, the construction work was stopped, partly
because of financial stringency and partly because there was a re-thinking on
the subject. After an Expert Committee examined the question of location
of the Institute, it was decided to shift the Institute to Kalyani and for that
purpose a plot of land measuring 39 acres was purchased from the Govern~
ment of West Bengal for Rs. 10.02 lakhs, No building was constructed on
this land and in September, 1969, the Executive Council of the Institute
reversed the carlier decision. The result is that an amount of Rs, 10.02
lakhs has remained blocked in the land at Kalvani.

6.38. Another unsatisfactory feature of the case is that there was a
delay of about six years in disposing of steel acquired for the construction
at Jadavpur which became surplus, This resulted in a loss of Rs. 32,200,

Utilisation of Grants-in-aid paid to the Council (Headquarters)

Audit Paragraph

6.39. Out of Rs. 6.06 crores paid as grants during 1958-59 to 1966-67,
audited statements of accounts for Rs. 1.56 crores were awaited on 23rd
September 1968:—

Year No. of Total No.of Amount
cases in amount  cases in for which
which of grant which audit
grants paid ‘in  audited certifica-

were paid  lakhsof  accounts  tes are
& rupees) not recei-  awaited
ved (in lakhs
of rupees)
195%8-50 . . . . . ) 354 268~ 54 240
1959-60 . . . . . . 5§72 46-76 86 4'91
1960-61 . . , . . . 690 43-33 126 649
1961-62 . . . . . . 081 6011 165 514
1962-63 . . . . . . 1158 7114 199 5'59
1963-64 .. .. .. 1952 76°54 595 23-39
1964-65 . . . . . . 2071 9269 628 2330
1965-66 . . . . . . 2036 9122 797 307§
"1966-67 . . . . . . 2012 9694 1128 $4:29
ToTAL . 11856 60560 3778 15626

{Paragraph 3 of Audit Report on the accounts of CSIR for 1966-67]
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6.40. The Committee desired to be furnished with information on the
following points:—

(i) the tyes of institutions to which these grants are paid and
whether these are registered institutions;

(ii) whether there are rules approved by the Governing Body for
determining the eligibility of institutions for these grants and
the quantum of grants to each;

(iii) how the Council regulate and correlate the grants-in-aid with
the assistance with the institutions might be receiving from
State Governments, voluntary organisations and international
bodies;

(iv) before sanctioning the grants how the Council satishes itself
about the capacity, financial and otherwise of the Institutions;

{v) whether the Council evaluates the performance of these institu-
tions and kcep a continuous watch over it and if so, in what
manner. What criteria are adopted for selecting schemes/
public institutions and what the normal frequency of such am
evaluation is; :

(vi) whether the Council kecps a proper watch over receipt of
audited statements of accounts, utilisation certificates, statcment
of permanent and semi-permanent assets created out of grants,
performance rcports etc., from the grantee institutions.

6.41. In a writien reply, the CSIR have given the following information
seriatim:
“(i) The CS.LR. gives grants-in-aid to

(a) Universities;

(b) Research and technological institutions/organizations/
associations;

(¢) Colleges;

(d) Government institutions (in respect of Emeritus/Retired
Scientists grant only); and

(e) Laboratories attached to an industrial establishment.

Grants are given by the CSIR only to corporate and registered
institutions,

(i) C.S.LR. sanction grant to scientists of standing, working in the
institutions enumerated at (i) above on the recommendation
of Research Committees/Executive Councils, which are duly
approved by the Governing Body of the C.S.LR.
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The quantum of financial assistance for each research project is.
determined on the basis of recommendations by Research.
Committee concerned.

Research fellowships are also sanctioned tenable #t the institutions
listed at (i) above, to suitable persons on the recommendation.
of duly constituted Export Committees.

(iii) & (iv) CS.IR. gives grant-in-aid to Scientists of standing in
the field for enabling them to undertake a particular research
investigation. The grant is thus sanctioned for a specific
purpose. The question of correlating these grants to other
income of the institutions does not therefore arise.

Research fellowships are sanctioned on merits to duly sponsored
applicants by the institutions listed at (i) above.

(v) The grant is sanctioned by the C.S.I.R. to the Scientists in their
individual capacity, having regard to their standing, the nature
of the project/investigation in the ficld of research. Research
Fcliowships are sanctioned to enable promising young persons
qualified to benefit from full-time training in methods of scienti-
fic research.  Periodical progress reports in respect of research
schemes are obtuined and submitied to the Research Committees
concerned for evaluation of work and renewal of grant.  Prog.
Toss reports in respect of rescarch fellows are also obtained for
a proper appraisal of the work done during a particular period.

Institutes. cte., through which payments are made, are merely the
agencies for purposes of maintenance of accounts and day-to-
day administration.

(vi) In accordance with the ‘Terms and Conditions for CSIR Fellow-
ships and Research  Grants’,  Universities/Institutes, etc.
receiving the grants from the Council have to maintain separate
accounts for each scheme/Research Fellow. This is audited
by the authorised audit authority of the Institute etc. (in most
of the cases by the A.G. concerned) Audit Statements of
Accounts and Utilization  Certificates are required to be
submitted by the Institutes concerned to the CSIR in the usual
manner. Receipt of the audited Statements of Accounts/Uti-
lization Certificates is watched by the CSIR. A separate Inven-
tory is maintained by the Institutes concerned in respect of
purchases made out of the CSIR grant.”
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6.42. The CS.LR. have given the following position of outstanding
utilisation certificates as on 31st January, 1970:

- —

- No. of Total No. of Fi
casesin amount casesin  inlakhs
Year which for which  which
grants grant  audited

were paid was paid amounts
(fig. in  have not
lakhs)  yet been

received

1958~59 . . . . . . 384 26-87 41 1-88
1959-60 572 4676 s8 231
1960-61 690 43'33 18 6-08
1961-62 981 6011 148 4°33
1962-63 1158 7114 111 285
1963-64 1952 76°54 443 19-80
1964-65 . . . . . . 2071 92-69 341 1287
1965-66 2036 9r-22 693 21-13
1966-67 2012 96°94 708 29-36

2568 100:70

6.43, In reply to question whether in cases where asdited accounts
received, the Council was satisfied that the grants-in-aid are fully utilized
and the objectives of the grants were attained and there is no wasteful
expenditure, the CSIR have stated: “The Research Committees keep a
watch on the progress of work in each research scheme. They also ensure
that grants are properly utilised to secure the best results. Resesarch Com-
mittees periodically hold symposium/convention in a particular subject of
topical importance to consider (i) review of the current state
of knowledge on the subjects which come within the purview of a
Committee, and (ii) provide a platform for active research workers to
present the details of investigation conducted, or proposed to be conducted.

These symposia/conventions also help in conducting @ proper survey of the
research findings,

6.44. The Audit Officer also certifies while furnishing the Utilization

Certificates that the grant was utilised specifically for the purpose it was
sanctioned.”

6.45. The Committee are concerned over the heavy accumulation of
oufstanding utilisation certificates in respect of grants isswed by CSIR. As
on st Janwery, 1970, there were 2,568 outsianding cases involving granis

smounting to Rs. 100,70 lakks pertaining to the years 1958 to 1966-67,
%05 L.S.—8
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for which utilisation certificates were outsanding, Forty-one of these cases
involving an amount of Rs. 1.88 lakhs date back to 1958-59, The Com~
mittee would like the CSIR carefully to examine the reasons for this heavy
accomulation of arrears and obtain the wanting certificates expeditiously.

Outstanding Recoveries of Testing Fees

Audit Paragraph

6.46. The rules of the Council provide that fees in respect of services
rendered by the Laboratories/Institutes of the Council to Government
Departments and outside Bodies should be recovered in advance. It was,
however, noticed that in respect of ten institutions no advance was taken
and a total sum of Rs. 1.03 lakhs was outstanding for recovery on 31st
March, 1966, Yecar-wise details for the amount outstanding and the
amounts due by Government Departments and other Bodies are given
below:—

Govt. Other
Depart- Bodies

ments
Rs. Rs.
Upto 1963-64 . . . . . . . . . 3,873 5,974
1964-65 . . . . . . . . . 1,931 8,000
1965-66 . . . . . . . . . 18,786 64,834
TotalL . . 24,590 78,808

[Paragraph No.3 of Audit Report on the accounts of CSIR for 1965-66.]

6.47. In written reply the C.S.LLR. have informed the Committee that
“the normal practice followed by the various National Laboratories/Institutes
was to recover the testing fees in advance from non-Government Institutes.
Testing fees from Government Departments and Undertakings used to be
tecovered on completion of the work as Government Departments ex-
perienced difficulties in paying such fees in advance. According to the
latest information received from the laboratories/institutes, recovery of
Rs. 6,888.77 was outstanding on account of testing fees in January, 1970.”

“The recoveries of testing charges are made in accordance with the
schedule of charges approved by the Executive Council of the concerned
laboratory/institute.”

6.48, About the testing facilities extended'by the National Physical
Laboratory, the Estimates Committee in praragraph 73 of its 103rd Report
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(1965-66) had observed that the income derived from testing and certifica-
tion was less than 10 per cent of the annual expenditure incurred on them,
and that the schedule for testing charges which was laid down by the
laboratory several years ago had not been revised, The Committee had
recommended that the testing charges should be fixed in such a manner as
would make them commensurate with the expenditure incurred in this behalf,
consistently, of course, with what the industry could bear and that the
charges should be reviewed periodically, ‘The Committee have been
informed that: “The recommendation of the Estimates Committee made
. in para 73 of the 103rd Report (1965-66) were brought to the notice of

the National Physical Laboratory (NPL) who intimated that new schedule
of testing fees is being brought into force.

“The Executive Council of the N.P.L. at its meeting held on 26th
August, 1966, considered the revised schedule of testing fees which had
been prapared by the laboratory taking into account the time taken in
cairying out various tests together with the cost of any special equipment
which may have to be fabricated for testing one particular item only.
The cost of item tested was also taken into consideration. Several items
particularly those which were to be used as standards by the industries and
the disproportionate increasc in the testing fee which was likely to effect
adversely the developing industries will still require to be tested on specially
subsidised basis was also taken into account by the Executive Council.
It was also proposed to the Executive Council that the fees may be reviewed
after ope year and a decision taken whether the new fees should be retain-

€d, revised further or brought down in the interest of scientific research
and industry.

“The Executive Council approved the revised schedule of testing charges
subject to the provision that the fees were not less than those of the National
Test House. On the other hand, this should be a little bigher.

“The recoveries of testing charges are, generally speaking, made in
accardance with the schedule of charges approved by the Executive Council
of the laboratory/institute concerned from time to time.

“The testing fees are determined taking into accounts the following
factors:

(i) Salary of the Scientific Staff.

(i1) Electric and other service charges,
(iii) Depreciation cost of instrument/equipment.
(iv) Overhead and miscellaneous charges,

“It may, however, be mentioned that only special tests for which facilit-
ies at the existing institutions are not available, are undertaken at the

national laboratories provided they do not interfere with the normal work
of the laboratories.” ‘ !
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6.49. The Kane Committée ‘r)nadc the following ubservations in regard
te revenue derived by laboratories for sponsored work:

“Discussions at the Laboratories confirmed the eartlicr conclusions
that the revenue earned by the CSIR Laboratories was insigni-
ficant and bore little relation to the expenditure, There are
a few notable exceptions like the earnings from know-how
on Baby food by the CFTRI. Some Directors have also
submitted estimates of substantial future earnings., Time alone
will show whether these expectations will be realised.
Even in the cases where trials were carried out by the CS.LR.
Laboratories on their testing units for the benefit of their parties,
the charges levied were a fraction of the actual expenditure.
Examples of this are the fees charged by the CFRI to test the
washability of coals and by the NML to test ores or the
strength of metal and alloys. The Committee was informed,
however, that the fees charged by the CLRI not only covered
costs but also contributed to overheads.”

6.50. The Committee find that on 1st January, 1970, a sum of
Rs. 6,888 was outstanding for recovery from Government departments and
outside bodies in respect of services rendered by the laboratories/institu-
tions of the CSIR.

6.51. While the Committee appreciate that in cas¢ of Government De-
partments and undertakings there is difficulty in recovering the testing fees
in advance it is not clear why there should be outstandings against outside
bodies. The Committee desire that the CSIR should issue necessary in-
structions to the laboratories for recovering testing fees in advance from
non-Government institutions.

6.52. The Committee would also like the CSIR to ensure that the
testing fees chargeable by the various laboratories are periodically ! re-
viewed so that they cover the expenditure actually incurred by the labo-
ratories on the provision of these services. This is necessary in view of
the findings of the Kane Committee that charges for testing prescribed
by certain laboratories comstitute only “a fraction of the actual expendi-
tare”,

Delay in adjustment of advances
Audit Paragraph

6.53. According to the books of the various Laboratories/Institutes of
the Council a sum of Rs. 189.91 lakhs was outstanding on 31st March,
1966 due to delay in the adjustment/refund pf advances. This includes
advances made to (i) subordinate officers for meeting petty expenditure
(Rs. 3.32 lakhs) and (ii) to outside bodies/Government Department
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(Rs. 156.36 lakhs) for purchase of machines, equipment and stores,
Details in respect of a sum of Rs. 30.23 lakhs were not available with
the Council, The Council, however, stated (June, 1967) that further
adjustment of Rs, 29.64 lakhs was made upto 31st May, 1967, leaving
a balance of Rs, 160.27 lakhs. The table below indicates the year-wise
details of outstanding unadjusted balances as on 31st May, 1967.

Year Amount

Upto (in lakhs of rupee
1958-59 . . . . . . . . . . 0-37
1959-60 . . . . . . . . . . 021
1950-61 . . . . . . . . . . 0-62
1961-62 . . . . . . . . . . 2:44
1962-63 . . . . . . . . . . 351
1963-64 . . . . . . . . . . 2762
1964-65 . . . . . . . . . . 42°33
1965-66 . . . . . . . . . . 52:94
Amount for which details are not known . . . . 3023

(Paragraph 4 of Audit Report on the accounts of CSIR for 1965-66)

6.54. The Committee desired to know the reasons for the delay in
adjustment of advances and the present position. In a written reply, the
CSIR have stated, “Out of the outstanding amount of Rs. 160.27 lakhs, a
sum of Rs. 91.28 lakhs was outstanding in January, 1970 in the Labora-
tories/Institutes’ Objection Books for the period from 1958-59 to 1965-66.

*The major amount under Objection Book pertains to the payments
made to Pay and Accounts Officer, D.G.S. & D., Customs authoritics,
Stationery Office, State Government/Public Undertakings and certain private
parties ‘etc. for purchase of equipment, raw materials etc. Laboratories/
Institutes have been instructed to keep these advances under constant watch
and take necessary action for their adjustments.” ‘

6.55. The Committee are not satisfied with the progress made in
adjustment/refund of outstanding advances paid by the various laboratories/
institutes of the CSIR., The books of the various laboratories/institutes
of the CSIR show a sum of Rs. 189,91 lakhs as outstanding for adjustment
as on 31st March, 1966 for the period 1958-59 to 1965-66. Out of this,
a strh of Rs, 91.28 lakhs was still outstanding in January, 1970, The
Committee desire that vigorous steps should be taken to adjust or recover
these outstanding advances expeditiously, as with the lapse of time, there
is-Jikelihood .of-these advances becoming irrecoverable, o
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Construction of Scientific Museum
Andit Paragraph

6.56. At the request of the Council 30 acres of land were made avai-
lable by Bombay Municipal Corporation in January, 1964 for construction
of a scientific and industrial museum in Bombay. Possession of 28.2 acres
of land was given to the Council in January, 1964 but therc ware squatters
on the land. Possession of the remaining 1.8 acres which form the front
portion and provide the only entry to the entire area is yet to be obtained.
In the meantime the Council has spent Rs, 90,000 on the pay and allow-
ances of the Staff engaged between February 1964 and May 1968 in order
to watch closely and followup the day-to-day progress of the Court cases
for removing squatters on the land.

Paragraph 2 of Audit Report on the accounts of
CSIR for 1966-671

6.57. In a note, the C.S.LR. have informed the Committee as follows:

‘The land was allotted by the Government of Maharashtra to the
CSIR free of cost,

“It was the responsibility of the Bombay Municipal Corporation to
remove the squatters from the land. Possession of 28.2 acres
out of 30 acres allotted to the CSIR, was taken subject to
clearance of squatters. They were removed from the site but
subsequently, on humanitarian grounds, they were again per-
mitted under orders of the State Government to occupy the
land.

“One U.D.C. and 4 Chowkidars are at present deployed at Mafatlal
Scientific & Technological Museum, Bombay to avoid further
encroachment of the land. Ag stated, it is the responsibility
of the State Government to remove the squatters from the land.
However, a sum of Rs, 1,19,101.36 p. has been spent by the
CSIR on M.STM., Bombay upto 1968-69 as per the details

given below:—
Rs.
1964-65 . . . . . ... 34,784 03
1965-66 . . . . . . . . 18,802:64
1966~67 . . e e 26,712 46
1967-68 . . . . . . .. . 2443073
196869 ... ..., 14,381°%0

319,301 36
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6.58. The Committee are not happy over the delay In construction of
a scientific and industrial meseum in Bombay, The land for the purpose
was allotted by the Government of Maharashtra to the CSIR free of cost
a8 early as January, 1964, but it has been under occupation of squatters.
Although the squatters were once removed from the site, subsequently on
humanitarian grounds they were again permitted under the order of the
State Government to occupy the land, In the meantime the CSIR have
incurred an cxpenditure of Rs, 1.19 lakhs on the staff deployed af the site
to avoid further encroachment of land. The Committee wonld like the
question of removal of squatters to be vigorously pursued with the Btate
Government. Alternatively, the CSIR might consider the question of
acquiring another piece of land for this purpose,

ATAL BIHARI VAJPAYEE,
New DELHI; . Chairman,

April 29, 1970 Public Accounts Committee,
Vaisakha 9, 1892 (Saka).




-4  APPENDIX -

Summary of main conclusions| Recommendations

e s e = et -

S. No. Para No. Department/Ministry Conclusions/Recommendations
o concerned

1 2 3 4

I 1-9 Education and Youth

The Committee are perturbed over the increase in the establishment
Services  (Council expenditure of CS.LR. Over the period 1963-64 to 1967-68, the

of Scientific and In- expenditure on this account (including contingent expenditure) increased

dustrial Research)  from Rs. 3.98 crores to Rs. 7.41 crores. The increase was particularly
marked at the headquarters oOffice where the expenditure jumped from
Rs, 28.71 lakhs to Rs. 47.26 lakhs during this period. These figures
leave little room for doubt that there has been a proliferation of non-
research activities in the organisation. An Expert Committee which was
set up to review the Fourth Plan programmes of the C.S.I.R. drew pointed
attention to this phenomenon when they observed that “the consjderable
growth in non-research activities of the CSIR” is “consuming a sizeable
proportion of the available resources.”

2 I.10 ~do~ How greatly the non-research staff outnumber ‘the research staff jn the
organisation would be clear from the figures furnished to the Committee.
30 out of 34 establishments run by C.S.LR. (in respect of which data has
been provided to the Committee) had a total staff of 13,466 in 1968.69.
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~do-

~do-

Of this, scientific staff accounted for 3360, or about 25 per cent of the
total staff, the balance being accounted fc;r by auxiliary, administrative
and class IV staff. The last category of staff alone accounted for about
30 per cent of the total number.

_In the absence of a definite distinction in the organisation b;m-
scientific, technical and administrative posts, it is clear that the pro)
of scientific staff actually employed is even ,less than that disclosed by mc
foregoing analysis. The Committee of Enquiry have pointed out .that 3n
Q.S.I.R. “quite often persons have been given scientific designations 18
(.hvisions concerned with purchase, stores, publicity, publications, library
mformation etc., when, from an analysis of their work and record_. it
would appear that they are clearly performing administrative/technical
tasks.” That Committee observed that this had been done because
scientific posts “carry comparatively higher salaries and. - - ..bccalfsc
creation of administrative posts requires the concurrence of the F inancial
Adviser which is not necessary for scientific posts.” It i obvious that
if the posts are “classified strictly on a functional basis”, s SUS8S sted by
that Committee, it would be found that the organisation carries a larger
number of non-research staff than available figures suggest:

The Committee are left with the impression that neither the CS.IR.
nor the laboratories have made any sustained efforts to control Fhe
expenditure on establishment. The Committee of Enquiry drew attention
to “several cases where posts were created without due SCT““."Y” and. also
to the fact that “on some occasions posts were created to provide higher

—————
—
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Education & Youth
Services (CSIR)

pay to existing incumbents.” This, coupled with the tendency to classify
non-research staff as scientific staff thereby extending to them “certain
special benefits apparently intended for scientists engaged in research” has
tended to push up the establishment expenditure of the organisation.

The C.S.I.R. is an Institution meant for conducting application-oriented
research. It is, therefore, essential for the organisation to ensure, as
pointed out by the Expert Committee, on Fourth Plan, that “other activities
should not be allowed to grow at the expense of this primary function.”

To achieve this, the Committee would suggest action on the following
lines:

(i) There should be a reclassification of the posts in the organi-
sation by “a broad-based Committee’, as suggested by the

Committee of Equiry, so that only persons actually engaged
on research constitute the scientific stafl.

(ii) Strict financial discipline should be observed in the creation of
new posts and some guidelines provided to the laboratories as
to the proportion of scientific staff to the rest of the staff. The
CS.IR. have formulated some norms in this regard—1
research worker for 3 supporting technical and administrative
staff—but it should be examined whether this could be
tightencd up further.

911



1-19

I-20

-do-

(iii) The proporiion of class IV staff is quite obviously high.
Further recruitment in this category should be stopped and the
scope for absorbing this staff, by suitable vocational training,
examined. The Committee note that a start in this regard
has been made.

The Committee are surprised that the recommendations of the Third
Reviewing Committee of the C.S.I.R. for establishing four units at the
CSIR’s headquarters to strengthen industrial liaison should have been cons-
trued to mean that these units should be on the pattern of nationa] labora-
tories with their own Executive Councils. The Finance Sub-Committee of
CSIR had specifically desired in 1965 that this proposal should be placed
as a separate item before the Governing Body of the CSIR. This was not
done and the proposal was merged with Fourth Plan proposals with the
result that it never come up specifically for consideration by the Governing
Body. The result was that there was an expansion in staff strength at
headquarters ranging from 18 per cent to 933 per cent. The Committee
note that it has since been decided that the Directoratés should form part
of the Headquarters establishment and function as division without Exe-
cutive Councils or the powers enjoyed by the Directors of National

Laboratories.

The Committee have carlier in this Report referred to the proliferation
of staff in the CSIR. This case illustrates what proportions this pheno-
menon has assumed. The Committee would like the CSIR to make an
immediate assessment of the extent of surplus staff and transfer their
services to other needy organisations.

"
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S 2.11 Education & Youth The Committee are of the view that thc CSIR. which was set up wi.h
Services (CSIR) a chain of laboratories to serve as the premier centre for applied industrial
research in the country, has failed to establish adequate rapport with
industry. The expenditure on this organisation since the beginning of the
Plans has amounted to Rs, 146.76 crores* but the returns on this invest-
ment have been meagre.

9 2.12 ~do- How isolated the organisation is from the country’s industrial milieu
and how feeble its impact on industrial production would be evident from
the findings in a later section of this Report. The Kane Committee
expressed the view that facilities created in the national laboratories located
near industrial centres have remained unused by industries, despite represen-
tation of industrial interests on the Executive Councils of the laboratories,
scientific sub-committees, Advisory Panel etc. As an illustration of this
situation, they cited the National Metallurgical Laboratory at Jamshedpur,
where not a single pilot project was sponsored by the steel industry in that
area. On the other hand the industry preferred to develop its own research
centres on a large scale,

10 2.13 —do- It is not only the commercial sector which has remained aloof from
the laboratories. The Kane Committee pointed out that “there was consi-
derable reluctance even by Government Departments to sponsor research
at the national laboratories.” The Central Fuel Research Institute was set

3



11 2.14
12 2.15
2.16

*Vide p-63: Supplementry Agenda for the 6oth meeting of C.S. I.R. (May, 1969),

up in close proximity to the Sindri Fertilisers which, however, preferred
to establish its own planning and development department. The Kane
Committee found “little liaison™ between these two research units in thei
work. .

The Committec are aware that this situation is not entirely of CSIR’s
making. But it would appear that the organisation has not been sufficiently
responsive to the needs of industry. As early as 1965, it organised a ‘get-
to-gether’ with industry, as a result of which 168 priority research projects
were formulated. 40 of these projects were “already in progress” at that
time and another 11 were dropped. The remaining 117 are stated to have
been referred to the laboratories “for giving high priority” : apparently they
arc yet to get under way.

Following a suggestion made at the meeting of the Governing Body of
the CS.I.LR. in November, 1967, a Committee was set up “to consider
measures for bringing industry and science close to each other.” This
Committee is yet to finalise its report.

The Committee feel that the exising situation is most unsatisfactory,
as it has led to thz laboratories functioning in a vacuum. Urgent remedial
measures are called for and the Board of Scientific and Industrial Research
and the Governing Body of the C.S.I.R. should promptly move in the
matter. The Committee have later in the Report made certain suggestions
in this regard.

611
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2.29

The Committec feel that there is need for revamping the research pro-

SerViCC§ (CSIR) grammes of laboratories so as to bring them in tune with the priorities
Industrial Develop-arising out of the country’s developmental plans. A Committee set up to

ment

-do-

review the Fourth Plan proposals of the C.S.I.R. took note of the general
fecling that “some of the research laboratories had undertaken programmes
over a wide range of subjects and that there was grzat scope of regulating
the research ‘programmes in the light of national priorities.” If this is to be
sucessfully achieved, the Committee feel that there should be close and
continuous contact between the CSIR and organisations like the Planning
Commission and the Director General of Technical Development. A
sugeestion worth consideration in this context is the proposal made by -the
Administrative Reforms Commission that the administrative control over
CSIR should be shifted to “such a position as will ensure a continuous
dialogue between CSIR laboratories and their user industries.”  The
Commiittce note that this suggestion is already receiving Government’s
attention,

In any plan for re-orienting research work in the laboratory, the Com-
mittee feel that the needs for import substitution and export promotion
should receive major emphasis. This would be facilitated only if the
Dircctor General, Technical Development keeps in close contact with the
organisation and refers to the laboratories specific proposals in the field.

0zl



230 Education & Youth  No less important in the Committee’s view is the need to ensure that
Services (CSTR)  the rescarch eflorts in the laboratories centre Tound new techniques, as a

complaint oftcn made against the laboratories is that they are “either re-

discovering or re-inventing known processes or products.” The Committee

have examined this issuc in relation to pilot projects in the laboratories
later in this Report,

231 ~do- Another point that has come to the Committee’s notice is the overlap
in rescarch between laboratories. The data given earlier in this Report
would show that in as many as cight disciplines, there were two, three and
in one case even cight laboratories whose work overlapped. A certain
amount of overlap is perhaps inevitable in any research effort, but the
matter calls for constant and continuous review.

39 Education & Youth The Committee have in paragraph 1.1l of their Seventy-Fifth Repont
Services (CSIR)/ (Fourth Lok Sabha) already emphasised the need for ensuring that foreign
Industrial Develop~ collaborations arc not approved in fields where indigenous know-how has
ment developed adequately, The Committee note that Government have stream-

lined the arrangements in this regard to ensure that if a know-how suitable
for commercial exploitation has been developed in the C.S.I.R. laboratories,
foreign collaboration is not permitted.

.10 ~do-- The Committece would like to point out that the CS.LR. on its part
has an obligation to establish the commercial viability of processes deve-
loped in its laboratories, while urging its cause before the Foreign Invest-
ment Board. Later in this Report, the Committee have referred to the
experience of Bharat Electronics which undertook the production of cera-
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Education & Youth
Services  (CSIR)

~Jo-

mic capacitors based on know-how developed in National Physical Labora-
tory but found the process “so unworkable and uneconomic” that it was
obliged belatedly to seek foreign collaboration. The Mudaliar Committee

on foreign collaborations also referred to complaints that “C.S.LR. has-

not been taking a broad view regarding the availability of indigenous
know-how” and had pressed ‘“cases where the indigenous know-how is
restricted to the laboratory stage or its commercial possibilities had not
been fully proved.” It is, therefore, essential that processes developed in
the laboratories are adequately proved with the help of competent design
and consultancy services available.

The CS.IR_ is an institution meant for conducting applied industrial
research. The Committee, therefore, feel that success in its work will have
to be judged by the extent to which the processes developed in its labora-
tories find application in industry. On this criteria, it must be said that the
Institution’s achievements so far have been very modest.

The position in this regard would be evident from the data regarding
utilisation of the results of research in the laboratories which has been fur-
nished by the C.S.I.R. As on 1st April, 1967, 135 processes developed
in the laboratories and released to various parties were in production
(some of them on a token scale), as against which 95 other released pro-
cesses had not gone into production, 23 of them since 1964 or cven earljer

(44!
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years. Another 240 processes developed in the laboratories had found no
takers. The position docs not seem to have improved in subsequent years
as would be secn from the data given in this section of the Report,

To what extent the laboratories made a dent on industrial production
could be estimated from the fact that the value of the products turned out
by the processcs released amounied to Rs. 453 lakhs in 1966-67, as
against the national indusiria] output of about 5,000 crores and am
expenditure of Rs. 146.76 crores incurred by C.S.I.R, on its activities since
the First Plan started.* These figures speak for themselves,

The fact that a large number of processes have not gone into produc-
tion indicates that rescarch efforts in the laboratories lack proper direction
and are carricd on without rcgard to the needs and requircments of indus-
try. This is a very vital deficiency which calls for immediate correction.
A closer tic-up with industry while formulating and implementing research
programmes in the laboratorics is very clearly indicated.

The Committee would like to mention two instances to illustrate the
position regarding utilisation of processes developed in the laboratorics.
In one case, Vitamin ‘C’, for the production of which a process was worked
out in the National Chemical Laboratory between 1959 and 1961, is yet
to go into production, though it was licensed for production by Hindustan

‘Antibiotics in 1965. Production is now expected to begin by 1971, but,

in the meanwhile, a private company, which entered the field in 1962, with

*Supply Agenda for the 6oth meeting of the Board of Scientific & Industrial Research (May, 1969—page 63).
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a capacity of 60 tons, is now producing 120 tons. Tn the other case, cera-
mic capacitors developed by National Physical Laboratory was taken up for
production by Bharat Elcctronics. The process was, however, found
“unworkable and uneconomic” and, therefore, the undertaking was obliged
to obtain know-how from abroad for thig purpose.

In view of the very poor record of utilisation of processes developed
in the laboratories, thc Committce would like to suggest that the Board of
Scicentific and Industrial Rascarch should in future carry out as a regular
feature systematic revietv of the performance of cach of the laboratories
from the point of view of their contribution to industrial production. The
review should initially cover laboratories where the record of utilisation has
been particularly poor: the causes for this phenomenon should be isolated
and appropriate correctives appliecd, To facilitate a standing review, a
standardised form of rcporting by the laboratories should be adopted and
this should provide for each laboratory reporting on the number of pro-
cesses under development, the period over which development has taken
place, the number developed and leased and the production established in
the commercial sector on the basis of those processes and the number deve-
loped but awaiting release. The collection of data on these lines and its
systematic processing would help the C.S.LLR. to understand how far
research efforts in the laboratories have relevance to the needs of industry.
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In the Committce’s view, onc reason for the unsatisfactory utilisation

Services N.R. D.C of processes developed in the C.S.IR. laboratorics is the inadequacy of the

National Rescarch Development Corporation, the agency through which
the processes are released. At the last meeting of the governing body, the
Vice-President of C.S.I.R. expressed the vicw that “there is considerable
dissatisfaction” that the present procedure for release of processes “are
involved and take considerable time” and that “the working of this organi-
sation needs looking into.”

The data given in this section of the Report would show that the acti-
vities of the Corporation have been on a very modest scale. The Corpora-
tion was patterned on the lines of a similar organisation set up in UK.
Whereas its counterpart in U.K, sponsored a number of developmental
projects in collaboration with industry and has been functioning as a channel
for development of a significant number of inventions emanating from the
commercial scctor, the Corporation in India has not been able to build up
a very satisfactory liaison with industry in the country so far. Upto 31st
March, 1969, the total number of processes referred to the Corporation
from private individuals was 26 cut of which only one process has been
licensed and is in production. Ag for developmental projccts, the Corpora-
tion has since its inception sponsored 21 schemes of which only one was
a joint venture with industry. Tt is obvious that the Corporation has yet
to forge organic links with industry, without which it is not likely to have
any great degree of success even in its efforts to get enterpreneurs to take
up processes developed in the laboratories. The Committee note that the
Board of the Corporation has been reconstituted and that steps are being

——
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Services N.R.D.C, criteria for fixation of royaltics on processes rcleased to industries

28 4-42 Education & Youth
Services (CSIR)

taken to streamline the arrangements for industrial liaison. They hope

that this would bring about an 1mprovcmcnt in the performance of the orga-
nisation.

i vw‘*.,lJ

The Committce would also like the Corporation to evolve some rational
In a
very profitable line of production like Television receivers, for instance, the
recurring royalty has been just 2 per cent of ex-factory sales. This return
must be considered meagre when it is weighed against royalty rate of 5 per
cent to 10 per cent allowed to foreign partics from whom know-how is
generally acquired in the country on collaboration basis.

The matter, in
the Committee’s opinion, needs re-examination.

Elsewhere in this Report, the Committee have drawn attention to the
lack of cost consciousness in the C.S.I.R. laboratories which undertake
pilot projects. The Committee have in paragraph 1:7 of their Seventy-
Fifth Report (Fourth Lok Sabha) stressed the need for introduction of a
general pattern of cost analysis in the laboratories with a view to ascertain-
ing the expenditure incurred on processes meant for commercial exploita-
tion. The Commitice note that while this has been generally “welcomed”,

action to implement it is yet to be taken. The Committec desire that this
should be done forthwith. g
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29 4-4 Education & Youth The Committee would also like to reitérate their recommendation in
Services (CSIR)/NRDC paragraph 1.20 of their Seventy-Fifth Report that processes not developed
p!

within a reasonable time should be resumed and framed out to other

reliable parties,

30 4-46  Education & Youth  The Committee feel that onc reason for the gap between industrial
Services (CSIR) rescarch carried out in the C.S.LR. laboratories and its utilisation Is that

Jaboratories lack experience in scaling-up operation essential for establishing

the commercial viability of process proved on a laboratory scale. If this

gap is to be bridged, it is essential that the laboratories should take the
helpiof competent technical consultants in industry before embarking on

developments of processes beyond the laboratory stage.

31 4-50 ~do- The Committce are of the vicw that applied industrial research can.

thrive and its results put to fruitful use only if the industry has a stake in
the research work. From this point of view it is essential that research
ventures should be organised in collaboration with industry. The data
available suggests that in U.K. in pursuance of the deliberate policy of
Government the number of cooperative research associations has increased.
From 20 such associations in 1939, the number increased to 50 by 1960.
A start in this regard has been made in India with the organisation of a
number of cooperative Rescarch Associafions, in league with indastry.
The pace should be accelerated. s

32 5.5 ~do- In the Committce’s opinion, the performance of #ilot plants’ set up
in the C.S.LR. laboratorics has been most unifapressive. By 1968 there
were over 155 such pilot plants in existence or under construction and the
investment  them amounted to over Rs. 9.6 croress A Committee set
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up by the C.S.I.LR. (Kanc Committee), which reviewed the working of these
plants found that very “few of the processes™ developed through pilot plants
had been commercially exploited and that the revenues earned by the
laboratories “have been disproportionately small” in relation to the expen-
diture and effort that went into these ventures. -

The data given to the Committce shows that over 70 per cent of the
expenditure on pilot plants was incurred by five laboratorics. Two of these
laboratories, the Regional Research Laboratory, Hyderabad and the Natio-

nal metallurgical Laboratory, Jamshedpur, alone spent over Rs. 2 crores
on two pilot plants—one on a coal gasification project and the other on a
low-shaft furnace plant. In the first case, the gas produced has not found
any use nor its quality been tested, while in the other, as reported by the
Kane Committec, “not a single low shaft furnace has been established in
the country for production of pig iron with know-how obtained from
this plant.” It is interesting to note that these pilot plants have been in
existence for eight to ten” years.

A Working Group appointed by the C.S.I.R. to finalise the Fourth Plan
proposals found that 21 projects in the laboratories were serving no useful
purpose and suggested that they should be discontinwed. The investment
in these projects has not been intimated to the Committee by the C.S.ILR.,
which, incidentally is yet to take a final decision on these projects (though
the Working Group reported as early as December, 1968. This, in the
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Committec’s view, suggests that projects which involve substantial invests
ments are not being processed with due care,

Yet another aspect of these pilot plants is the fact that some of them
were what the Kane Committee characterised as “attempts at rediscovery”
of “processes already well known elsewhere, sometimes within the country
itself”. The Committee gqve at least six instances of such pilot plants. The
investment in two of tijgds amountcd to Rs. 4:90 lakhs; data in regard
to others has not been furnished.

_ The data furnished to the Committee also shows that the pilot plants
in some cases continued even after indigenous production in the commercial
sector had been established on the basis of know-how obtained from else-
where. The Kane Committee cited two such cases—one involving produc-
tion of cryolite in the National Metallurgical Laboratory and the other
relating to vanadium pentoxide catalyst at the National Chemical Laboratory.
The Committee arc left with the impression that the laboratories concerned
showed no appreciation of the developmental needs of the industry for
whose benefit the pilot projects were meant.

By far the greatest drawback, in the Committee’s opinion, about the
pilot projects in the laboratories is that they were initiated without enlisting
the participation of the industry. As these plants were meant to demons-
trate the commercial feasibility of processes, the entrepreneur interested
in its development should have been located and his identification with the
project secured. Instead, as pointed out by the Kane Committee, “the

search for the sponsor began after the investigations were completed and

6t1



rarely succeeded.” The Committee consider it extraordinary that an
institution like the C.S.L.R., whose job is to encourage application-oriented
research should have proceeded about its projects in this fashion. The
Committee feel that the C.S.I.R. should now take stock of the position in
regard to pilot plants and tighten the procedures for the clearance and
establishment of these prolects This should be secured by the followmg
steps: R , i B A

(i) All proposals for establishment of pilot plants should receive

the most scarchit scrutiny.. Approval should be given only

' if the product or the process involved is new or the know-how
involved is a secret held by a few firms which it would be
worth-while to disseminate. - $ o

(ii) No proposal should be ordmarily approvetl without a sponsor

from industry or Government and to encourage investment by

. the cOncernetl interests, she laboratories should consider giving

performance guat®htecs, a¥ is reported to be done by the
National Chemical Laboratory.

(iii) A pilot plant should ot be allowed to dray on indefinitely, as
its very purpose, i.e., the demonsttation of the viability of a
process would be defeated thereby. The C.S.I.R. should,
therefore, pré&ribe an outside tifit-limit for the completion
of theses projects. , | -
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(iv) The findif¥s in a fpter, section of the Report would show that
some laboratories have showed very little cost-consciousness
while implementing pilot plants. Pilot plants wunder such
circumstances become a self-defeating exercise. The estimates

for these projects should be most carefully drawn up and costs

strictly controlled.

(v) The CS.IR. should set up immediately competent appraisal

tcams as suggested by the Kane Committee to review the-

existing plants. This should be done within a prescribed time-
limit and projects not found to be useful should be scrapped,
so that further time and money are not expended on them.

. The Committee disapprove of the fact that the Regional Resecarch

» Laboratory, Jorhat proceeded with the setting up of a vertical kiln plant
contrary to a decision of the governing body of C.S.I.R, that the feasibility
of the project should be investigated first. The Committee would like to
be apprised of the cxplanation of the laboratory for this extraordinary
course of action and the steps being taken by C.S.ILR. to ensure that cases
of this typc do not recur. It should also be examinzd how the laboratory
found funds for this project, When it had not been approved by C.S.I.R.

The magnesium plant at the National Metallurgical Laboratory,
Jamshedpud is an instance of a pilot plant undertaken in haste, without
adequate investigation into its cost aspects. In the result, the project which
was initially estimated to cost Rs. 57.73 lakhs will now cost Rs. 1.27 crores.
The Committee feel that laboratories doing applied work should show a
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better sence of awarcness of the cost of their work vis-a-vis expected bene-
fits. The Committee have made some suggestions on this point elsewhere
in the Report.

40 5-43  Education & Yfiuth In the Committec’s opinion, the coal gasification project started at

Services (CS R) Hyderabad, is a glaring example of mismanagement, culminating in waste

of public funds given for scientific research.

41 5-44 -do-

In the first place, therc was a confusion about the objectives of the
Project. As pointed out by the Kane Committec, it was “never clear
whether the plant was to be cstablished to produce synthesis gas for pro-
duction of ammonia or industrial and domestic gas to be supplied to the
city of Hyderabad”. As initially approved. the project envisaged the
installation of a continuously operating plant that would produce syn-
thesis gas or equivalent fucl gas. In successive revisions of the estimates
for the project that thereafter occurred, provision was made for additional
units which were necessary only for a scheme which envisaged supply of
town gas or industrial gas. However, items like distribution lines, gas
meters, burners ctc., which were essenfial for such a scheme were left
out. Moreover, in the final cstimate there was no provision even for a
conversion unit without which, according to the Kane Committee, pro-
duction of synthesis gas was also mot possible.
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in the second place, the estimates for the project were not drawn up
with care, with the result that by stages the cost escalated from Rs. 21
lakhs to Rs. 1.89 crores. How 1aulty tne estmating was would be evident
from the fact the first estimates were approved before the laboratory
had even ascertained the cost of the equipment from the suppliers.

Thirdly, the equipment that was ordered was a semi-commercial scale
unit of a type which had been successfully developed for commercial
operation overseas. If the idea of the project was to study gasification
characterstics of coal, a smaller plant on a laboratory scale might have
sufficied. The C.S.I.R. have themselves admitted that “instead of choos-
ing the step of developing a gasitication process de novo and proving it on
a small plant and taking it on to an intermediate scale pilot plant, the
other alternative of buying an itermediate scale plant based on the best
know-how available. ... .. was chosen.” It is clear therefore that the
projct was undertaken on a much larger scale than necessary.

Fourthly, orders for the imported cquipment were placed shortly before
a large-scale revision of estimates, which raised its cost from Rs. 45.50
lakhs to Rs. 189 lakhs, took place. This was not prudent, as it committed
the CSIR irretrievably to the project.

In the fifth place, a pilot plant involving such a substantial investment
was procceded with, without sccuring the association of prospective users
of the process with the venture.

~ -
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Lastly, due to a failure of co-ordination, the-fact that a similar pilot
plant had been successfully commissioned in another laboratory, escaped
notice both at the time the project was sanctioned and at a subsequent
stage when the revised estimates were aﬂfoved. It is regrettable that
when the equipment with that laboratory was capable of being used for
the purposes of this venture, orders were unnecessarily placed for a
similar equipment for this project.

The cumulative result of all these lapses has been an infructuous cx-
penditure of Rs. 35.12 lakhs with further commitments to the tune of
Rs. 33.38 lakhs. Costly equipment imported for the project lies unpacked
with the danger of its being rendered absolutely useless.

The Committee would like a confprehensive investigation to be made
into the case to pin-point tesponsibility. Steps should also be taken forth-
with for the disposal of the equipment, if there is no further use for it, so
as to avoid further losses. ~

The Committee are dissatisfied with the working of this pilot plant. Tt
has been in operation for over a decade during which the expenditure
on it has amounted to over Rs. 1.32 crores. The bulk of the expenditure
(Rs. 96.71 lakhs) whs on recurring expenses for which detailed estimates
were not prepared before the project was sanctioned. The overseas firm
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which supplied the equipment (cost Rs. 20 Iakhs) bad recommended a
process for its operation which the laboratory did not find suitable under
Indian raw material conditions.

The Plant was set up to establish the suitability of low-shaft furnaces for
production of pig iron from locally available ores in various States. A
variety of ores have been tested but the results have not been satisfactory
either in terms of cost or quality of the end product. The cost has amount-
ed to Rs. 1,447 per tonne, against which the product has been sold at
Rs. 310 per tonne. It has been sfated that “the technique evolved by
the laboratory can be exploited commercially”, but the Committee are
sceptical about this claim, in the absence of any assessment in this regard
by expert enginecring and design consultants familiar with the problems of
scaling-up of operation.

Another significant feature of the operation of this plant is that, expert
for one state, which contributed towards investigation expenses to some
extent, none of the other (13) States sponsored work on this project.
Consequently the laboratory has had to carry out the work on its own,
while the prospective user remained dissociated from it.

A working Group constituted by the CSIR recommended that this
project should be scrapped. Thereafter, an Expert Committee on Pilot
Plants (Kane Committec) set up by the CSIR pointed out that the Plant
has “found no uscful application.” “So far”, that Committee stated, “not
a single low-shaft furnace has been cstablished in the country for produc-
tion of pig iron with know-how obtained from this Plant.”
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NRDC

Education &
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(CSIR)

Taking all the forcgoing considerations into account, the Committee feel
that it would not be wise to continue this pilot plant any longer. The mat-
ter shoul be remitted for an immediate decision by the Board of Scientific
and Industrial Research.

The Committee feel that there has been avoidable delay in implementing
this project which could be a potential foreign exchange conserver. The
proposal for a pilot plant was put up for approval sometime in 1964, but
it was not finally approved till 1966. Thereafter, the Heavy Electricals,
who were to supply a transformer nceded for operating this plant delayed
the supply by a year.

The Committec note that the commercial feasibility of the process has
been cstablished by a study conducted by a firm of engineering consultants
as well as the Central Engineering and Designing Organisation, C.S.L.R.
Necessary ‘upscaling  operations’ to corroborate these findings are stated
to be in progress. These should be expeditiously compleed and the
N.R.D.C., which is stated to have offers from certain interested parties
should also finalise the arrangements for leasing out of the process.

The Committee are distressed over the delay in recovering a  sum of
Rs. 5.79 lakhs spent between March, 1964 t, March, 1969 for electing a
Plant in the premises of a firm at Kandly for imparting technical know-how
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to it for the manufacture of Potassium Chloride and Epsom Salts from mix-
ed salt. In spite of the fact that the Plant has been commissioned from Apr.
1966 and that there was a clear understanding with the firm that, on its
satisfactory completion, the plant would be transferred to the firm at cost
price plus payment of royalty, thc terms and conditions of the transfer
and the question of rccovery of the cost of the Plant and the quantum of
foyalty payable by the firm still remains to be settled. The Committee

desire that the matter should be settled with the firm withour further delay.
1

{
The Committee feel that the working of the drug farms run by C.S.IR.

needs to be greatly improved.
- Ty

|
Over the fast six years ending 1968-69, threc of these farms at Jammu,

Kashmir and Haldwani have run up a deficit of Rs. 18.70 lakhs, as their

receipts have consistently fallen short of their recurring expenses,
e . 2]

t
The arca available hag also not been fully cultivated. Taking the farm

a Haldwani, for instance, the area under cultivation in 1969 was 95 acres
as against the total arca of 250 acres. The yield has also been coming

down, as would be cvident from the data given in the Audit paragraph,
e 1

The Committee would like the C.S.LR. to take steps to make these
farms scif-sufficient units.  As the purpose of these farms is to demonstrate
to outside cultivators the fcasibility of growing of certain medicinal and
other plants on a commercial scale, it is essential that these farms should
be considered as commercial units and made to work as such. It is also

-~ L£1
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imperative that the C.S.I.R. should maintain close contact with the Forest

Department in various States to whom project reports on the important
items of production in the farms should be circulated. A time-targetted
programme should be drawn up for this purpose, covering the principal
products grown in the farms.

The Committee note that the National Botanic Garden is stated to
have successfully cultivated plantago ovata. It has been estimated that
seed and husk of this product worth about Rs. 2 crores are being exported
every ycar. The Committee desire that the National Botanical Gardens
should make all efforts to promote commercial cultivation of this plant.

The Committce note that the National Botanic Gardens have also
developed a process for production of rose oil which is reported to be in
demand in the international perfumery market, The commercial viability
of the process should be established and the question of undertaking its
production thereafter considered.

The Committee are distressed at the vacillation that occurred on the
question of housing the Indian Institute of Bio-chemistry and Experimen-
tal Medicine. In 1958 a plot mecasuring 3.82 acres was acquired at
Jadavpur for construction of a six-storey building. In October, 1962
after two storeys were completed, the construction work was stopped, partly
because of financial stringency and partly because there was a rethinking
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on the subject.  After an Expert Commmnitteec examined the question of loca-
tion of the Institute, it was decided to shift the Instituwte to Kalyani and for
that purpose a plot of land measuring 39 acres was purchased from the
Governnrent of West Bengal for Rs. 10.02 lakhs. No building was cons-
tructed on this Jand and in September, 1969, the Exocutive Council of the
Institute reversed the earlier decision. The result is that an amount of
Rs. 10.02 lakhs has remained blocked in the land at Kalyani.

Another unsatisfactory feature of the case is that there was a delay of
about six years in disposing of stecl acquired for the construction at Jadav-
pur which became surplus. This resulted in a loss of Rs. 32.200.

The Committce arc concerned over the heavy accumulation of out-
standing utilisation certificates in respect of grants issued by CSIR. As
on 31st January, 1970, there were 2.568 outstanding cases involving grants
amounting to Rs. 100.70 lakhs pertaining to the years 1958 to 1966-67.
for which utilisation certificates were outstanding. Forty-one of thesc
cases involving an amount of Rs. 1.8R lakhs date back to 1958-59. The
Committee would like the CSIR carefully to examine the reasons for this
heavy accumulation of arrears and obtain the wanting certificates expedi-

tiously.

The Committee find that on Ist January, 1970, a sum of Rs. 6,888
was outstanding for recovery from Government departments and outside
bodies in respect of scrvices rendered by the laboratories/institutions of
the CSIR.

6El



68

6.52

Education &

4

While the Committee appreciate that in case of Government Depart-

Youth Ser- ments and undertakings there is difficulty in recovering the testing fees in
vices (CSIR) advance it is not clear why there should be outstandings against outside

do

do

bodies. The Committee desire that the CSIR should issue necessary ins-
tructions to the laboratories for recovering testing fees in advance from
non-Giovernment institutions.

The Committee would also like the CSIR to ensure that the testing fees
chargeable by the various laboratories are periodically reviewed so that
they cover the expenditure actually incurred by the laboratories on the
provision of these services. This is necessary in view of the findings of the
Kane Committee that charges for testing prescribed by certain laboratories
constitute only a *“a fraction of the actual expenditure”.

The Committee are not satisfied with the progress made in adjustment/
refund of outstanding advances paid by the various laboratories/institutes
of the CSIR. The books of the various laboratoriesinstitutes of the
CSIR show a sum of Rs. 18991 lakhs as outstanding for adjust-
ment as on 31-3-1966 for the period 1958-59 to 1965-66. Out of this, a
sum of Rs. 91.28 lakhs was still outstanding in January, 1970. The Com-
mittee desire that vigorous steps should be taken to adjust or recover these
outstanding advances expeditiously, as with the lapse of time, there is like-
lihood of these advance becoming irrecoverable.
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The Committee are not happy over the delay in coastruction of a scien-
tific and industrial museum in Bombay. The land for the purpose was
allotted by the Governiment of Maharashtra to the CSIR free of cost as early
as January, 1964, but it has been under occupation of squatters. Although
the squatters were once removed from the site, subsequently on hamanita-
rian grounds they were again permitted under the order of the State Gov-
ermment to occupy the land. In the meantime the CSIR have incurred an
cxpenditure of Rs. 1.19 lakhs on the staff deployed at the site to avoid
further encroachment of Jand. The Committee would like the question of
removal of squatters to be vigorously pursued with the State Govemment.

Alternatively, the CSIR might consider the question of acquiring another

piece of land for this purpose.
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