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INTRODUCTION

I, the Chairman of the Estimates Committee, having been
authorised by the Committee, present this Second Report of the
Estimates Committee of the gecond Lok Sabha on the action
taken by Government on the recommendations contained in the

Fourteenth Report of the Estimates Committee of the First
Lok Sabha. :

2. The Fourteenth Report of the Estimates Committee of
the First Lok Sabha was presented to the House on the 21st
September, 1955. The Government furnished their first replies
to the recommendations pertaining to the Hindustan Machine
Tools Limited on the 31st January, 1956 and furnished further
information on the progress of action taken on sth February,
1957, I7th April, 1957 and 11th November, 1957. A Sub-Com-
mittee of the Estimates Committee (1957-58) examined the
replies on the 2oth November, 1957. The replies pertaining to the
Hindustan Shipyard Limited were furnished on the 29th March,
1956 and examined by the Sub-Committee of the Estimates
Committee (1956-57) on the 13th August, 1956. The comments
of this Sub-Committee were communicated to the Government
and the further replies received from them were examined by the
Sub-Committee of the Estimates Committee (1957-58) on the
2oth November, 1957. Comments of this Sub-Committee were
also communicated to the Government and the replies received
from them have been included in this Report.

3. The Report has been divided into four Chapters :.
1. Report.

II. Recommendations that have been accepted by the
Government.

III. Replies of the Government that have been accepted
by the Committee.

IV. Replies of the Government that have not been ﬁnvally‘
accepted by the Committee and are being pursued.

4. An analysis of the action taken by Government on the
recommendations contained in the Fourteenth Repotis given at
Appendix IV.

BALVANTRAY G. MEHTA,
NEw DELHI; : Chairman,

The 15th February, 1958. Estimates Committee.



CHAPTER1
REPORT
Hindustan Machine Tools Limited

When the Estimates Committee examined the HM.T.L. in 195455
the factory was still in a preliminary stage and had not started production.
Their examination was, theretore, confined only to certain major aspects

regarding the setting up of the factory and they made only a preliminary re-
port.

2. There were ten recommendations in the Report and these can be
grouped under three categories:

(i) The production programme of H.M.T.L.

(ii) The assessment of country’s requirements vis-g-vis the production
programme of H.M.T.L. as regards machine tools.

(iii) Agreement with the Oerlikons.

3. As regards (i) and (ii) the Government appointed a High Power
Committee to examine all these points. The High Power Committee which
included non-officials also made an assessment of the country’s requirements
of machine tools in different categories and recommended a programme of
manufacture for the existing machine tools manufacturing units both in the
public and private sectors. So far as H.M.T.L. is concerned, the Committee
recommended the inclusion of certain items in the future programme of this
undertaking. In order to process this recommendation and to finalise the future
production programme of the HM.T.L. the Government set up a working

group of machine tools experts. The recommendations of this working group
Nave also been approved by Government.

4. The original agreement with Messrs. Oerlikons who were also the
shareholders in the Company has since been revised. The Oerlikons are now
only the technical consultants. A comparative study of the terms and condi-

tions of the old and the revised agreement shows that the revision has not
been generally unfavourable to the Government.

s. As far as the recommendations of the Estimates Committee contained
in the preliminary report are concerned, the Committee feel that there is
little scope for the Committee to pursue further any of them. The factory
seems to have made progress since the time the original examination was made
and according to the annual report for the year 1956-$7, has showed a profit
in that year. The Committee feel, therefore, that further comments on the
present working of H. M. T. L. may be made only after a de novo
examination which they will take up in due course.

Hindustan Shipyard Limited

6. The Estimates Committee, in para 81 of their Fourteenth Report had
recommended thst the question of payment of subsidy should be re-examined,
with a view to placing it, if such payment has to be continued, on a more ra-
tionel basis. In reply Government stated that the question of fixing the basis
of subsidy was closely linked with other issues like pricing of ships built at
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Vizag, payment of instalments by the ship-owners, etc., and that it was, there-
fore, not possible to take a decision on subsidy alone without deciding the
basis on the other issues. These matters are still under the consideration of
Government in consultation with the Ministry of Finance. The Committee
regret to note that although this recommendation was made nearly two years
back_, no concrete result has been achieved so far in the matter of revision of

7. In para 83 of the Report, the Estimates Committee recommended that
the Shipyard should not depend on foreign imports for their timber require-
ments. They understood that teak from Madhya Pradesh and Travancore-
Cochin could replace Burma teak and that chir wood of Indian forests would
be a satisfactory substitute for Oregon pine. They suggested that commercial
bodies and organisations should also be consulted besides the Indian Forest
Research Institute, wherever difficulties were encountered in the matter of
exploitation of the forests and cutting of wood according to the required
specifications. In their reply dated 29th March, 1956, Government stated
that the question of supply of timber to H.S.L. was considered by a Standing
Committee of the Central Board of Forestry. It was recommended by that
Committee that in view of the small quantity required by the Shipyard annually
the State Forcst Department should endeavour to meet the requirements as
far as possible and that no special efforts to replace imports need be made.
It was stated in the reply given on the 20th May, 1957, that the matter had
been taken up with the Andhra Pradesh Forest Department with a view to see
whether they could make a special effort to supply some of the requirements.
The Committee feel that action in this matter has not been taken with
sufficient urgency. It is seen from the reply received from the Ministry on the
14th January 1958, that a trial order for 20 tons of timber was placed with
the Andhra Pradesh Forest Department in July, 1957 and that some quantities
of the timber had been received and were being tried out. The Committee

“hope that the Indian Forest Research Institute will also be closely associated
in these trials so that they may be able to suggest methods of overcoming
any difficulty that may be met with.
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APPENDIX I
(Vide Serial No. 7. Chapter 111 )

Comments on Mr. Scaifc's Report on Hindustan Machine Tools Limited
and Report of the Machine Tools Pancl of the Engineering Capacity
Survey Commuittee. .

The following are the circumstances in which Mr. Scaife happened
to see the Bangalore Factory and make a report on it.

2. In January 19§3. the Ministry of Commerce & Industry set up
a Committee to undertakc a survey of idle capacity in the engineering
industry. The objective was that such idle capacity should be put to use by
coordination and rationalisation in the manufacture of items, both machinery
and sparc parts, which werce still being imported. This Ministry was
not consulted before the Committee was constituted. However, the Com-
mittee constituted five panels. one of them being for the Machine Tools
Sector of the engincering industries. and at the fequest of the Commerce
and Industry Ministry Mr. S. S. lyengar, General Techanical Manager
of the Hindustan Machine Tools was nominated a member on this panel.
The Commerce & Industry Ministry obtained the services ofe Mr.
Scaife from U. K. under the Colombo Plan to assist in the work of the
Machine Tools panel. It seems that no curriculum vitae conceming Mr.
Scaife was received cither by the Ministry of Finance (Economic Affairs
Department) or by the Commerce and Industry. before it was decided
to accept him under the Colombo Plan. The U. K. High Com-
missioner’s Office in Delhi, however, sent to the Commerce & Industry
Ministry a brief statement of Mr. Scaife’s qualifications. This
did not make mention that Mr. Scaife had already been in India before and
of course. there was no suggestion that he had actually expressed certain
opinions about the Government Machine Tool Project. This Ministry
was also completely unaware of Mr. Scaife’s antecedents and background.

At a mceting in the Commerce & Industry Ministry held in Janu-
ary. 1954. Mr. Moolgrokar, the Chairman of the Engineering Survey
Commitice suggested, when the question of manufacturing the machine
tools required by the Railways was under consideration, that it would be
desirable to review the machine tools industry not in terms
of units but as a whole and that for this purpose the Bangalore Factory
should also be included in the scope of the review of the industry which
Mr. Scaife as the expert on the Machine Tool Panel would be carrying
out. The Commerce & Industry Minister thereupon enquired whether
there would be any objection to this proposal to include the Bangalore Factory
also in the review. This Ministry agreed to give all facilities to
Mr. Scaife in this connection. As stated above this Ministry did not
have the slightest inkling at that time that Mr. Scaife already had
very strong pre-conceived notions in regard to the Bangalore Factory and
in regard to Government entering the Machine tool field generally. -
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The following are the terms of reference set to Mr. Scaife by the
Machine Tool Panel:

(1) to asscss the capacity of the private sector of the machine toel
industry ;

(2) to assess available capacity in existing Government factorigs for
the manufacture of machine tools ; .

(3) to examine Jalahalli Machine Tool Project and also its poten-
tiality ;

"Mr. Scaife paid a brief visit to the Bangalore Factory; he did nq't
spend more than an hour there. A remark made by him at the time of his
visit gives some clue to the character of the gentleman. Addressing Shri

S.S. Iyengar, the General Technical Manager of the Factory, he
stated : “‘I was making machine tools before you were born. ”

Shorn of the insinuations, inaccuracies and exaggerations with which
it is replete, Mr. Scaife’s criticism of the  Jalahalli Machine Tool
Project falls under the following heads :

(1) A great deal of equipment has been acquired for the factory, but
the building up of a sound indigenous machine tool organisation has been
made a secondary and minor consideration. This weakness in the personnel
side will make it impossible for the organisation to function in a  self-
contained manner.

(2) After a great deal of planning it is proposed by way of productio n
merely to assemble 8§" centre lathes from parts to be imported from
Switzerland; thus the only Indian experience will be in assembly and painting.

(3) The Technical competeace of our Consultants for the manufac-
ture of machine tools is seriously in question. In any case, the Swiss
technicians suffer from a psychological inability to transfer skill to Indian
minds. The Technical Consultants are outside India and ourside the
control of the Indian Management.

A )

* (4) The proposal to concentrate on 84" centre lathes represents the
“line of least resistance”. It will mean a severe below to Mysore Kirlo-
skars and other indigenous manufacturers who are already 1n a position
to manufacture a first class lathe.

(s) Governmeat’s policy which will ultimately put Kirloskars and
other public machine tool firms out of business is in direct conflict with the
undertaking given by the Government that there would be no over-lapping
and conflict between the State Machine Tool Organisation and the
private manufacturers.

It is convenient to deal with the last point first. Mr. Scaife betrays a
total ignorance of facts or worse when he alleges that the undertaking given
by the Government to the private sector ihas been given the go-by. As a
matter of fact the very conception of this project and its planning and
development has proceeded in close co-ordination and consultation with
the private manufacturers. Whea the project was first mooted in 1949
it was welcomed by the Indian Machine Tool Manufacturers’ Associa-
tion, its Chairman remarking :—

““Coming to the reactions of the Association to the establishment of .
this factory, I might frankly state that we welcome the pro-
posal from the national point of view.  An*°., up-to-date
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machire tools industry manufacturing a variety of sutomstic pre-

g:ion imdxine toolsisthf:w nuclwls’ofthemodan indu:‘riall
ate. Iis imporance in War and Peace is supreme.

have alwsys believed, it is only a national Government that

can truly appreciate the imporiance of the machine tool in-

dustry.”

In July 1950, Mr. Kirloskar of Mysore Kirloskar Limited stated:

*“ They were not against the setting up of a modern machine tool factory
—on the other hand they unanimously welcomed the . They
were at one with the Government in seeing that the imports of these tools
which averaged about Rs. 6 crores a year were reduced to the
barest minimum, if not eliminated altogether. Their only anxiety was
that the Government factory should not conflict with them and -oust
them from the market.”

The Government were fully alive to the task of coordinating the pro-
duction programme of the Bangalore factory with the production programmes
of the private industry, and for the purpose at least two full-scale meetings
with the representatives of the industry were held. The broad objectives
of the Government factory and the line of demarcation between its pro-
duction programme and that of the private industry were explained at the
first meeting held in September, 1950; the following is an extract from

~the minutes of this meeting :—

“At the outset, Mr. Venkataraman reiterated the Government’s
intention that the Government factory would be complementary and not
competitive with private industry and that the latter could expect from
Oerlikons all possible technical assistance in improving the quality of
machines they are now manufacturing. The representatives of the indus-
try recognised that Oerlikons were one of the foremost high precision tool
manufacturers in the world and that their assistance to private Indian Industry
would be most welcome. It was agreed that the line of demarcation
between the Government factory and private industry will be that the former
will not undertake the manufacture of those types and sizes of machine
tools which were already being manufaciured in India or which were in the

ess of manufacture, 1.c. where the patterns etc. were ready. On this

is, it was considered that the following types and sizes of machine tools
should be left to private enterprise.

(1) High Speed gear head lathes : 7° manufactured by Mysore Kir-
loskar Limited. ( If after meeting the entire demand of the country for 7
lathes, Kirloskars are ready within two years, to produce 8}° lathes
which the Government factory intended to uce, Government will con-
sider reducing its production of this size of lathes to ensble Kirloskars to
produce a reasonable number).”

It must be here stated that the original intention of the Government
was to make a beginning with a 7 centre lathe; this however was given up
in recognition of the fact that Kirloskars were already producing a lathe
of this size. As regards the 8§° centre lathe, an offer was made to reduce
Government’s programme of manufacture if Kirloskars had in  the
meantime set up its manufacture (they were working on it at the time)
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Thus the Government went to the utmost possible limit to
sccommodate the private industry; the Government’s programme was
drawn up not only in consultation with the industry, but it carried the full
agreement on the latter’s part.

There was another meeting in February 1952 at which the line
of demarcation accepted at the previous meeting was restated. The fact
that Kirloskars were in a position to ‘produce the 84" lathe was noted and
it was decided, in implementation of the offer already made, to reduce
Government’s programme of manufacture of 8§° lathes from 600 to 400
per annum. The Government considered—and a subsequent survey carried
out by them confirmed the conclusion—that this would leave sufficient
room for the private sector so far as lathes of this size were concerned.

Thus, a more unfounded and irresponsible statement than that the
Government’s policy is in direct conflict with the undertaking given to the
private industry cannot be imagined.

From the above it will also be seen how equally unfounded is Mr.
Scaife’s statement that the Government have concentrated on the manu-
facture of 8§ centre lathes as ‘‘the line of least resistance” and with
the object of strangling the ‘‘enterprise, skill and courage” of Mysore
Kirloskars. That the Government factory would make a beginning with the
manufacture of lathes had been known from the time the project had
been conceived, and certainly the indigenous manufacturers cannot plead
ignorance of this fact. They must have equally known, what Mr. Scaife,
though obviously aware, has chosen to forget, that the Bangalore factory
would not concentrate on lathes, but would pass on, as soon as the orga-
nisation acquired the necessary technical experience, to the manufacture
of other machines. It is entirely in accordance with rational planning—
which Mr. Scaife is at pains to emphasise—to make a beginning with simpler
products and then attempt the more difficult ones. It is not merely a
question of the foreign consultants providing the ‘“know-how” for the
latter category of machine tools; the Indian technicians have also to be
trained for it. Apart from these considerations, the Government’s survey
showed that there was a big enough market for these lathes which was not
satisfied, and which could not be satisfied by the private sector. It was
necessary to fill this gap; at the same time the manufacture of this item
would provide the factory with what may be described as a “bread and
butter” line, and it must be stated here that it was Government’s in-
tention from the very beginning, to run the factory as a fully commercial
and profit-making enterprise.

The present position is that the factory is fully geared to the pro-
duction of 8}" lathes, and expects to reach its full capacity of 400
lathes per annum by the year 195§8-59. (The period needed to reach the
full capacity may seem to be rather long, but it must be remembered that
it is conditioned by the time taken to train a fully qualified and experienced
corps of Indian technicians; the objective is to have a production unit
self-reliant and fully manned by Indians, as carly as possible). In the
meantime the factory has also in hand proposals and plans for taking up the
manufacture of other machine tools besides lathes by 1958-59 will, be suit-
ably scaled down, if necessary, in the light of the demand for this lathe
and for other machine tools.
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An observation quite characteristic of Mr. Scaife is that “after some
three and a half ycars of indecision the final plan is to build twelve 84°
centre lathes from parts made in  Switzerland, one equipment designed
and made in Switzerland and the only Indian expsrierce will be assembly
‘and painting.”” Mr. Scaife would have onc draw the conclusion that all
that the Bangalore factory will attempt is to assemble lathes from imported
components. A beginning no doubt was made by assembling 12 lathes
from imported components; this was considered a useful and cssential
piece of initial training 10 our technicians. The factory. however, has
alrcady passed beyond this stage and is manufacturing components itself
and lathes which arc fully Indian. in the sense that the parts were both
manufactured and assembled in the factory, will soon be produced.
Besides, as hus been stated  above, plans for the manufacture of other
machine tools arc already  under consideration.

Mr. Scaife has had several hard things 10 say about the Swiss firm of
Messrs. Ocrlikons who are the  technical  consultants ont the project. In
the first place he doubts their very competence as machine tool manufactur-
ers. The international reputation of Oerlikons as manufacturers of first
class procision machine tools is well-known; cven Mr. Scaifc could not be
complctely unaware of it If he has chosen to throw doubt on this point,
the rcason is perhaps not far to secek. The tools made by Oczrlikons are
in demand not only in Europe. but in the United States of America and
are considered  the foremost of their class.  Mr. Scaife, however, proceeds
to refer to a more serious and almost fatal disability attaching to the Swiss
technical consuliants; their *“‘psychological inability to transfer th: skills
to Indians”. It is not clear from this expression whether Mr.
Scaife is thinking of Swiss inability to impart or of Indian inability 10 rec:ive
the skills; possibly he is thinking of both. If it is th= Swiss inabili:y 10
mmpart, 1 would be interestinag to know whether it is only the Swiss who
sufier from it among all the European nations.  As regards Indian ingbility
to reccive, we have cnougi proof of our compitence in various techricel
and technological spheres not to take this observation scriously.  If however,
only Mr. Scaife’s certificate of Indian abili'y will do. we have that too.
Hce has  voluntcered about  Kirloskars :—

“Here we have  an Indian firm which from its own resources has
built up in ten years one of the finest machine tool organisation
1 have known and which is making a product of the first
quality™”. .

Kirloskars Indian can do excellently within 10 years. Is there
a psychological disability specially for Indians recruited by Government
even aided by a really expert European firm? It would be prudent to
judge in five years’ time, we need not wait for ten years. Suffice it to say,
that during the last more than one year, Swiss technicians in Bangalore
have been helping to train Indians and the factory management is fully
satisfied about the results achicved and entertains no doubt that in due
course the factory will be able to stand, technically speaking, on its own
legs. It is interesting to note that during the brief one hour that he was
at the Bangalore factory, Mr. Scaife madec no attempt to spcak to any of
the Indian technicians or to get information about the training they were
receiving.

Mr. Scaife has stated that ‘“‘the heart and brain of the organisation is
outsid: India and outside the control of the Indian management”. It is

[
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not clear if the former part of this observation is to be construed as an
argument against enguging forcign technical consultants at all on  this
project. It is obvious that we could not have done without initial supply
of technical “kpow-how™ from abroad. The most important items of
planning work for a project of this magunitude had of necessity to be done
in Switzerland unless all the specialists were imported into India at
prohibstive cost. With the acquisition of experienc:, this planning work
will be gradually trarsterred to Indian  hands; to attempt a  hasty short-
cut in these matters would be to run the risk of serious technical  break-down
and failurc. Mr. Scaife himself is free with prognostieations of disaster
“if there is any attempt to short circuit the natural development™. Mr.
Scaift’s obscrvation that the organisation is completely outside the control
of the Indian management is completcly contrary to the facts. The
project is managed by a Board of Dircctors consisting of cight members of
whom only two are representatives of  Qerlikons.  While  Qerlikons as
technical consultants have certain  responsibilities for serting  up production
in accordance with schedules.  they are under the control of the Board of
Dircctors and are  answerable to them. It may be mentioned here that in
addition to buing technical consultants, Ocrlikons are also  participants in
the projcct having subscribed to ten per cent  of the shares.

Mr. Saaife has quite rightly emphasised the importanee of building up
a sound tcchnical orgaaisation to support the project.  His criticism, how-
ever, is that we have treated this as a secondary and minor matter and that
without building up such an organisation we have purchased a great deal
of plant ard cquipment for the factory what he has  characteristically
describcd as a machine tools selesmar’s “El Dorado”. It may be stated
here that the purchase of equipment for the factory has been made after
a careful consideration of the capacity of the factory and of the lines of
manufacture proposed to be taken up, initially as well as in the near future.
Thgre seems to be scarcely any foundation for Mr. Scaft’s implied
insinuation that a great deal of unwanted cquipment ° has been  acquired
by the Government. It is significant that neithcr  before nor during nor
after his brief visit to the Factory did Mr. Scaifc make the slightest artempt
to ascertain essential particulars such as production schedules, swoperation
schedules, machine lay-out charts etc.

As regards Mr. Scaifc’s complaint that sufficient Indian cxpert techni-
cal staff was not in position beforc the plant and machinery arrived, the
answer is that a technologically backward country like India cannot always
wait for fully traincd men before embarking on projects of this character
and that the training of men as well as the obtaining of machinery must
in certain cases go hand in hand. In practice there are two ways of setting
up a factory for the production of machine tools where skilled labour plays
a vital role. The first is to start on a small scale, undertake training of
labour and production also on a small scale, and then as time passes undertake
expansion of the unit. Unless the machines were installed, there could have
bcen no training in this case. The other alternative is to establish a large
scale factory with all machineries so that a large number of workers can be
trained in a much shorter time than would be possible in the other case.
Under the first alternative the process would be a slow one and most of the
machineries installed would be utilised for production. Under the sccond
alternative, however, considerable numbers of the machineries ‘in the. first
few years may not be utilised for actual production but only for training. In
the second case, therefore, in the first few years there would be development
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expenditure on training on a conssdersble scale, but as soon as initial

iod is over it might be possible to make the iuitial loss. What
mldopted here is the :econddtenmive;‘wd

The Government have never sought to minimize the importance
of an adequate and efficient training system. Six of the hi supervisoty
staff of the factory were deputed to Switzerland where they were intimately
associsted with the work on the planning of the project. The required
number of Swiss technicians have also been employed in the factory to
assist in the production operations and no less to train Indian understudies.
As a matter of fact, in the period January 1954 to 15-8-55 as many as
238 Indian technical personnel have been trained by Swiss experts and
61 were under triining on 15-8-s5. The training centre is now working in
two shifts. The European technicians have been entertained largely on
short-term contracts ranging between two and three years, and the Managing
Director anticipates that except in a small number of cases it will not be
necessary to renew  or extend these contracts. Thus every possible
sttempt is being made to put the organisation, technically speaking, on its
own legs as early as possibile by adopting a quickened pace of training.

5

By his terms of rcference Mr. Scaife was required to recommend a
programme of rational manufacture so as to co-ordinate the manufacturing
capacity of the private and public sectors. The effzct of the only sugges-
tion made by Mr. Scaife inthisline would be to wipes out the Bangalore
factory completely as a manufacturing and production unit. The only
function he can conccive for this factory as well as for the Ambezrnath
Prototype Factory is that *“it might occupy itself with the development of
prototype of such machine tools as are at present outside the scope, techni-
cally and financially, of the private industry. As each of such prototype
is developed ways and means should be found through the Indian Machine
Tool Manufacturers’ Association to develop its manufacture and furgher
development with some sclected private firms.

The only recommendation of the Machine Tools Panel on the Bangalore
Factory dlircctly echoes the views of Mr. Scaife. (The Chairman of the
Panel was Mr. Jambhekar of the Indian Machine Tools Manufacturers’
Association, which for the last two years has been charging the Government
with breaking faith with the private sector). The Panel has recommended
that in addition to aiding the private industry by way of manufacture of
gears, jigs, fixtures etc. the Bangalore factory should set up a separate
department where private industry could be helped to manufacture pro-

totypes and thereafter all the jigs, fixtures, special components etc. required
for the normal production. ”

The effect of the recommendations made by the Machine Tools Panel
of the Engineering Capacity Survey Committee should be carefully con-
sidered. The Machine Tools Panel visualises a role for the Bangalore
factory which will reduce it to a prototype factory, engaged in developing
prototypes which when prefected will be passed on to the private sector
for commercial exploitation. This will no doubt suit the private sector but
a factory can never be run economically purely as prototype und ing.
If it is to pay its way it must have a production side which in the initial
stages must naturally receive more emphasis not only from the point of view
of settling a sound foundation for the project, but even more because
of technical considerations. Work on prototypes cannot be successfully
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tackled until we have built a technical corps fully conversant with the pro-
duction of machine tools.

The Estimates Committee’s recommendation that the State Factory
should be complementary to the private sector, should be viewed in the
light of the attempts made by the Government to secure co-ordi-
nation with the private sector. The point will not be missed that
it is not the Government but the private sector which has shown
disregard for agreed decisions reached after detailed mutual consulta-
tion and discussion. The line of demaraction between the two sectors
in regard to lathes was clearly drawn up only to be given up by the private
sector when it suited them to do so; they then started an agitation that the
State was “‘stepping on their toes” and that the Bangalore factory should
spell ruin to them. The basis of the tactics employed is clear enough: it is
to ensure to Kirloskears a monopoly in the manufacture of lathes of all sizes.
In other words, *‘co-ordination ™ will be regulated on the terms laid
down by the private sector and as that sectar keeps on cxtending its field
of manufacture, the area left to the State factory will be reduced to mere
prototype and development work.
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”
HINDUSTAN SHIPYARD LIMITED, VISAKHAPATNAM

The cost Accounts Department consists of the following sections :
(a) Labour’Allocation Section
(b) Materials Allocation Section
(c) Costing Section
(d) Pay-roll Section
(e) Perpetual Inventory Section

The system of Cost Accounting in the Shipyard is of the Job Costing
type. Every work in the Shipyard is done under a Works Order. Every
Works Order is further sub-divided into several jobs depending upon the:
nature of the work to be done.

Labour Allocation

1. All labour engaged is allocated against the various works order num-
bers on which the same is engaged during the course of the day on the *“Daily
Allocation of Day/Night labour engaged on.............. » ‘This report
gives the time for which each workman is engaged on each job during the day.

. 2. A “Time Report” is received in the Cost Accounts Department
daily which shows absenteeism, late arrivals etc. With the help of these
rts, the cost Accounts Department check up the daily allocation sheets
with a view to see whether allocations have been given to all the workmen
present.

3. The Sectional Reports which give the allocation for workmen under
each Chargeman will be sent directly to the Cost Accounts Office and the:
Labour Allocation section will mark the trade or category of workman against
each ticket number and enter the man-days worked for that day in the res-
pective job sheets. Thus in each job sheet, we will be getting information
of man-days by categories for that job, instead of valuing each ticket sumber at
his actual wages a category rate will be applied. This category rate will in-
clude the tradesmen and assistants and will be an average rate for the category.
This will eliminate variations in labour cost of similar jobs, resulting from the-
employment of workmen with different rates of pay in the same category.

4. From these figures, a monthly statement showing the cost of each

job during the month and the progressive labour cost of the same during the-
financial year is prepared. ‘

5. A reconciliation between the total labour allocated to the various jobs
and the wages paid, is prepared every month and attached to the monthly-
labour allocation statement. A certain amount of difference between these
two figures is inevitable, having regard to the method of calculation of dearness
allowance payable to the workmen and this difference is finally carried over-
to the overheads as unallocated labour.

Materials Allocation

1. All materials bought are accounted under the heads “Stores, Timber-
and Steel”.
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2. Receipt of macenals : On receipt of the materials, the Stores Depart-
ment prepar: a?{Daily Materials Received Report”, which is sent to the Cost
Accounts Dem;unem and all the items as per these receipt reports, are duly
entered in a Materisls Received Register maintained by the Cost Accounts
Department. The Total Cost of each item is worked out in this register by
adding freight, insurance etc., to the invoice cost of the materials and the
total cost of each individual item together with the quantity is then posted on
the receipt side of the respective stores cost loder (a ledger card is maintained
for each item of material) and then an weighted average rate for unit is worked
out. All subscquent issued arc valued at these average rates.

3. Issue of materials :  All the materials are issued on the basis of “Ma-
terial Requisitions” duly sigred by the Foreman or the Chief Shipyard Mana-
ger as the case may be and all surplus materials are returned to the Stores on

‘Material Return Notes".

4. Afier each receipt or issue in the Stores, the same is posted in the bin
cards hung in the respective bins and the baiar.es are struck after each

receipt or issuc by the Stores.

s. All the material requisitions and the material return notes are sent
to the Cost Accounts Department the next day for posting in the ledgers and
pricing the same. As soon as they are received 1n the Cost Accounts Depart-
ment cach item of 1ssue on return is posted 1n the respective stores cost ledger
and then priced at the ledger average rate  (stated above) prevailing at the
time of issue of the matcrials,

6. After pricing, all the issues are allocated to jobs against which they
are drawn and a daily summary showing the total materials cost for each job
for that day is prepared.

7. From these daily summaries, the figures are posted in the ‘“‘Register
of Materials Allocations”, wherein the postings are shown day by day. The
columns are then totalled up and the monthly material cost of each of jdo is
then arrived at.

.8. A monthly material abstract showing the cost of materials issued to
the jobs d'upng the month under the various heads-ship construction, ship
repairs. capital works, revenue etc.—is prepared and the progressive figures
for each job also aie shown. This abstract also gives a summary showing the
total value of stocks at the beginning of the year the value of materials received
and issued during the period and the stock position at the end of the period.

. 9. Perpetual Invemiory : A continuous check of all the items stacked
In the Stores is carried throughout the year and any differences between the
physxcal"balance and book balance is adjusted through a “Stock Adjustment
Account” after the investigation ino the causes of difference.

Costing Section

I. The method adopted for costing is the ““Job Costing s »
and each vessel 1s denoted by a separate works order nu{nber and egacl'?'::'z?ks
order is subdivided funheg 1nto jobs. For ships construction, we have about
250 jobs for each vessel and in the case of ship repairs, the jobs will be deter-
mined when the work is taken up or when the estimate is given.

Previdus to Jalavihar (V.C. 116) the jobs allocated for each more
than 900 ang this was found to be unweildy and resulted ins\l:lnga?igactory

S
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allocation of labour and materials between jobs especially when more than
one vessel was under construction. Moreover, the jobs could not serve any
useful purpose from the point of vicw of estimates and control. The 250
jobs for each ship which are allocated at present are based on a rational basis
to arrive at a rate, per ton, sq. foot, length, unit,etc., which help estima:ing for
future vessels.

2. Matenals cost : The material job cost sheets are maintaind for each
job separately. The monthly material cost for each job is arrived at directly
from the material requisitions and return notes, and the same is further analy-
s;d intt'o the varous items of materials together with its quantity and the cost
thereof.

3. As the material cost for each job is arrived directly from the requisi-
tions and return notes, a check on the accuracy of the same is effected by
reconciling the material cost as per job sheet and the material cost as perma-
terials allocation statement. (See para 6 under Materials Allocation).

4. The various materials for each job are now being analysed and the
total quantity of each material is struck for the job. As we have no previous
data to fall back upon this will serve as a Bill of Materials for each job and will
facilitate control of issue of materials to similar vessels in the future and to
help estimating in future.

Previous to Jalavihar, this method was not in practice.

5. Labour Cost : As in the case of materials, the labour job cost sheets
are maintained for each job separately showing the number of man-days spent
on each job and the labour cost thereof-departmentwise and monthwise. As
soon as the job is completed, each job sheet gives the total number of man-days-
departmentwise and the Labour cost thereof. The man-days spent on each
job will enable us to control the labour cost of a similar job in future. The
man-days spent by each department every week for guidance. A similar
statement of man-days spent on each construction works order daily by de-
partments is sent to the Chief Shipyard Manager for his guidaace.

6. Cost Sheet : The cost of a ship is arrived at by grouping together
the labour and nraterials allocated and direct debits. The form of the Final
Cost Sheet is given below :

I. Materials Steel Rs. As.'
Timber
Stores
Machinery
2. Labour (direct) . . .
3. Overheads . . . . . . . .
4. Direct Expenses . . . . . .
5. Delivery expenses. . . . . .
6. Sub-contracts . . . . . .
7. A.C.L.Commission . . . . .

TortAL CosT . . . . .
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Overheads

. . 7. The collection and distribution of the overheads to the various jobs
is done st the end of the financial year on the basis of actuals. The method
adopted for distribution of the overheads isthe “Percentage on Direct
Labour”, method 1.e. the total overheads are related to the total direct produc-
tive labour on ship construction, ship repairs and capital jobs.

We have a comprehensive scheme of departmentalisation of overheads
under consideration. By this method, overheads will be split up into the
following groups (a) Labour Overheads (2) Materials Overheads (3) Depart-
mental Overheads (for each department) and (4) Administrative Overheads
and will be charged on a prcentage basis on productive labour, materials, per-
centage of productive labour in each deparument and No. 4 on turnover

Pay-roll

The Cost Accounts Department also attend to work in connecton with
payment of Wages for Workmen in the Yard and keeps workmen’s leave

accounts.



APPENDIX 1V

Analysis of the action taken by Government on the recommendations
contasned in"14th Report of the Estimates Committes (First Lok Sabha).

1. Total number of recommendations made . . . 40
a. Recmnmendmons accepted fully by the Govemmmt—

. L] 9

Pereennge o total 22.5%
2. Recommendations accepted oy the Government partly or

with some modifications

No L] . . . [ ] L . 9

Percentage to total . . . . 22°'5%
4. Recommendations not accepted by the Govemment but

replies in respect of which have been accepted by the Com-

mittee

No. . . . 14

Percentage to totnl . . . 35%
s. Recommendations not accepted by Governmmt and pursued

by Committee (including those which are still under consi-

deration by Government)

No. . . . . . . . . . 8

Percentage to total . . . . . . . 20%

GIPND LSI=3076 L8=7-3-58==1600



