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CORRIGENDA

EIGHTH REPORT OF THE COMMITTEE ON PUBLIC
UNDERTAKINGS ON TOWNSHIPS AND FACTORY BUILD-
INGS OF PUBLIC UNDERTAKINGS

2, Para 6, table, heading : for "acti" read "anti"
5, Para 17, table, item 3 : For "Rate" read "Rare"

8y line 6y for "heen" read "even

13, Para 36, ‘marginal heading ?or "Cotribution"
read "confribution”

14, 1line 2 : delete "PR ONS OF THZI SCHIME"

15, line 6 : for "™achines" read "Machine"

for "wohich"

20, Para 51, marginal heading
regd "which"

21, Para 53, marginal heading ¢ for "law" read "lay"
add "whom" after "for"

22, line 3 from below : for "one cotain"
read "of certain"

Page 23,Para 61, marginal heading : for "honses"

Page
Page
Page

Page

Page
Page
Page
Page

read "houses"
32, col.(5), against item 1 : for "lead" read "led"
35, table, agasinst item 4 : for "block" r _ga§ "black"
56, para 156, marginal heading : for "principals"
: regd "principles"
59, para 165, line 4 from below : for "Sessions"
reagd "Session"

62, line 3 from below : for "Resigns" read "Designs"
76, heading : read "APPENDIX III"
82, line 10, n beginning "and 0il"
84, 1ine 9 frﬁ""b

elow for "compleling" read ''compelling
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INTRODUCTION

1, the Chairman, Committee on Public Undertakings, having been
authorised by the Committee to submit the Report on their behalf,
present this Elghth Report on the Townships and Factory Bunldmgs of
Public Undertakings.

2. This Report is based on the data furnished by the public under-
takings in respect of their Townships and Factory Buildings. The
Committee took the evidence of the representatives of the National
Buildings Construction Corporation Ltd., Oil & Natural Gas Commis-
sion, Fertilizer Corporation of India Ltd., Hindustan Steel Ltd. and
the Employees’ State Insurance Corporation on the 2nd, 14th and 21st
December, 1964 and 15th & 20th January, 1965. They also took
the evidence of the representatives of the Ministries of Industry &
Supply, Finance, Steel & Mines, Petroleum & Chemicals and Works
& Housing on the 20th & 21st January, 1965.

3. The Report was adopted by the Committee on the 15th April,
1965.

4. The Committee wish to express their thanks to the various
Ministries and the Public Undertakings for placing before them the
material and information which they wanted in connection with the
examination of the subject. They also wish to thank the officers of
the Ministries of Industry & Supply, Finance, Steel & Mines, Petroleum
& Chemicals and Works & Housing as well as the representatives of
National Buildings Construction Corporation, Qil & Natural Gas Com-
mission, Fertilizer Corporation of India, Hindustan Steel and
Employees’ State Insurance Corporation for giving evidence and placing
their views before the Committee.

PANAMPILLI GOVINDA MENON,
NBw DELHI; Chairman,

May, 2, 1965. Committee on Public Undertakings.
Vaisakha 12, 1887 (S).
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I
INTRODUCTORY

Since independence a large number of public undertakings have
been set up by Government. At the end of 1963-64, there were 61
such undertakings in which the total investment stood at Rs. 1,780
crores. The number of these undertakings is on.the increase.

2. Considerable expenditure has been incurred on the construc-
tion of townships in public undertakings. The total capital outlay on
these townships is estimated at Rs. 280 crores which constitutes nearly
11 per cent of the total anticipated investment on the undertakings.

Apart from the initial capital outlay involved, recurring expendi-
ture has to be borne by the undertakings on the up-keep and mainten-
ance of the townships. This adds to their overheads and consequently
to the cost of production.

3. The expenditure on factory buildings in public undertakin
also constitutes a substantial proportion of the total investment. Ig.;
certain undertakings, it has been over 26 per cent of the total outlay
on the projects.

4. The Committee decided to undertake a horizontal examination
of the townships and factory buildings of the public undertakings with
a view to understand the probleggs and difficulties encountered and
the manner in which they had been solved. They accordingly called
for the necessary information in respect of 42 public undertakings
(listed in Appendix I) which had or were likely to build townships
and factories. The findings of the Committee are set forth in the

succeeding Chapters.



I
EXPENDITURE ON TOWNSHIPS

5. A majority of the public undertakings have set up
townships or housing colonies with ancillary facilities like
schools, hospitals, shopping centres, recreation clubs, etc.
for their employees. A statement showing the projects/offices
where townships have been or are proposed to be set up
by public undertakings, total anticipated investment on the
projects (including townships), outlay on townships alone
and the cost per dwelling unit is given in Appendix II.

A. Extent of Total Capital Outlay

Total outlay 6, The table below shows the extent of capital outlay
on town-

ships. (actual and anticipated) on the townships of public under-
' takings and its percentage to the total investment:—

Actual/ Actual/acti-
anticipated cipated total .
tlc;nl Outla)i‘j on Pcrcenf tage Pe}rlcentnge of out‘lay on town-
Undertakin, outlay on townships o ship to total out'ay on 2 pro-
" s pm;Zm . alone (3)to (2) ject of the undertaking

(including
townships)
(D) (2 (3) “ )
(Rs. in crores)

1. Hindustan Aeronau- s8:91 17-63 30% Vuie- from 11-29%, at Aircraft
tics Ltd. (MIG. . Division, Nasik to over 39%,
Comph:&’miect). : st Blectronics Division, Sanat-

nagar,
2. Nu:iomlConlclzte_- 176- 48 30°0§ 17%  Varies from 39, at Gi%Wuhery

velopment to 499, at Barkakana Workshop.
poration Ltd.

3. Heavy RElectricals 6261 10° ST 16-8%,
Lad, )
. Heavy Engineering  245°32 39-12 16%  Varies from 15% at Ranchi to
‘ Corporation Ltd. 23% st Durgapur. m
£. Bharat Heavy 126°43 19°62 15°5% Varies from 109 at Hardwar to
Electricals Ltd. 25% at Tiruchi.

6. Indian Drugs & 4644 710 15%  Varies from 119, at Hyderabad
Pharmaceuticals t0 29% at Madras.

7. Peléd""izer - 154°69 1636 10:6  Varies from 7- §%, at Trombay to
ration of Indi 139, at Sluiri.

8. Hw&m Steel 1,066 61 7832 7-4% Varies from 5-79%, at Rourkela to
Ld, 9°5% at Durgapur.
9. Neyveli Lignite 165°0§ 14°62 8:869% R

Corporation Ltd. )
. Other Undertak- 8721 4617 129, As between these undertakings
° i:ngs.u ¥ ° the percentage varies from ¢

to 43.
TOTAL . 2489°75 279°$0 11:29%




7. The total capital outlay on the townships of public
undertakings is of the order of Rs. 280 crores and it cons-
titutes over 119, of the total investment on the projects.
The incidence of the costs of townships on the costs of pro-
duction of these undertakings is therefore considerable.
For instance, in the case of Hindustan Steel Ltd. the capi-
tal cost of establishing one ton of steel ingot capacity works
out to Rs. 1,670 by including the outlay on townships of
the three steel plants (Durgapur, Bhilai and Rourkela), and
Rs. 1,550 without it—i.e. the townships account for an out-
lay of Rs. 120 per ton of steel.

8. It was stated during evidence that the private sector position ob-
undertakings did not provide housing on the same scale and wining in
in one lot as had been done by the public undertakings. In PI¥7e tqt
most foreign countries, the industrial undertakings did not and in fore-
generally build their own townships. ign countries.

9. The following reasons were given by the representa- Reasons for
tives of the Ministries for high outlay on the townships of high outlsy.
public undertakings:—

(i) majority of projects were located in places where
there were no sizeable towns nearby; and

_(ii) the public undertakings were model employers
and provided facilities on a large scale.

10. The Committee realise that a majority of public sec- Need  for
tor projects are located in out of the way places and it may g;‘g‘“‘u:::zz
be necessary to provide housing and other facilities on a of reducing
somewhat larger scale. It is also desirable that public under- the present
takings should aim at being model employers. Nevertheless, ;’;‘;!;‘,’;,;',-‘;,s_
the Committee are equally anxious to ensure that public
undertakings follow a balanced approach in incurring expen-
diture on productive and non-productive activities. If a subs-
tantial portion of the investment is spent on townships before
any significant productive activity of a project starts, as is the
case at present, it adds considerably to the overheads of an
individual enterprise and affects its profitability. Further it is
also necessary that the public undertakings do not follow
standards and scales of accommodation which may attract
public criticism. All this underlines the need for laying
down suitable guiding principles, norms and standards with-

out any delay. These aspects have been dealt with later in the
Report.

The Committee would however, urge that pending issue
of detailled instructions, Government should impress upon
public undertakings to pay utmost importance to economy in
the matter and find ways and means of reducing the present
rate of outlay on townships.
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‘Percentage 11. Government have not yet laid d inci

of . 1L : ot yet laid down any principles re-

ture on“pmmd'wn_ garding the proportion which the expenditure on township

. :2:%; o in- should bear to the cost of a project. In actual practice, ex-

projects. penditure on townships ranges between 3 to 49 per cent of
the investment on projects. In most cases it is 15 to 30 per
cent.

12. During evidence one Managing Director stated that
normally the expenditure on township should be 74 per cent
of the outlay on a project and that in no case it should exceed
10 per cent. Representatives of the Ministries, however,
stated that to limit the expenditure on township to a percent-
age of the total cost of a project might not be feasible due
to difference in the nature of the industries, their location,
proximity to other towns, etc.

Desirability 13. The Committee appreciate that it is not possible to
?:a P:;’gfsg'e . gppl_y a uniform yardstick for expenditure on townships. But
timit for ex~ i view of the present high costs of townships and wide varia-
l?endi%;re on tion in its percentage to the total investment on a project it is
OWnstups.  desirable that Government should prescribe an upper limit

jor expenditure on townships taking into account the require-

ments of various types of undertakings.

p}'gi‘!:‘ionl’lﬂn 14. In the Third Five Year Plan a sum of Rs. 50 crores
made on aj- Nas been provided for the townships of all industrial under-
hoc basis.  takings of the Central Government (including departmental
undertakings). As against this, the actual expenditure on the
two townships of Heavy Engineering Corporation alone is
expected to amount to Rs. 39.12 crores during the Plan
period. It was explained during evidence that the Plan pro-
vision was not made on any basis. It was an ad hoc provi-
sion and there was an understanding with the Planning Com-
mission that if an amount set apart for a project was not
spent for that purpose, the same could be diverted to hous-

ing.

fgﬁ for 15. The Committee are constrained to observe that the
mﬁﬁﬂ,,,"fo, manner in which provision was made in the Third Five Year
‘townships in Plan for townships of public undertakings was casual. It is
A amealistic ot correct to provide for such expenditure in the Plan in an
ad hoc manner without working out the basis therefor. What
is more surprising is that there was an understanding with
the Planning Commission that the amount earmarked for

capital investment in projects, if unspent, would be diverted

to housing. The Committee do not approve of diversion of

funds meant for productive purposes to housing. They trust
that in future the Plan provision for townships of public
undertakings would be made in a realistic manner after asses-
«wing the requirements of the various undertakings,

-
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B. Expenditure on Housing

(i) Unit costs of houses

16. It will be seen from Appendix II that there are wide Gaeljing ©*

variations in the costs of houses built by various projects. unit.
This has been so even in projects of the same undertaking or
in undertakings located in the same area. For instance, the
cost per house of the lowest category built by Fertiliser Cor-
poration for its various projects varies from Rs. 1,841 in
Sindri to Rs. 6,645 in Trombay and of the highest category
from Rs. 39,000 in Gorakhpur to Rs. 1,03,000 in Sindri. At
Bangalore the cost of a house of highest category built by
the Aircraft Division of Hindustan Aeronautics is Rs. 33,000
whereas that of the Hindustan Machine Tools is Rs. 67,710.
The average cost per dwelling unit in most of the undertak-
ings has ranged between Rs. 11,000 to Rs. 27,000.

17. The following figures of cost of each bungalow con- Cost fn‘::f.-
structed by certain undertakings for high officials are signifi- jou. . °
cant:—

Undertaking Cost of each Bungalow

1. Hindustan Shipyard Ltd. Rs. 1-75 lakhs (for Managing

Director)
2. Hindustan Steel Ltd. :
(a) Bhilai SteelPlant . Rs. 1:17 lakhs (for General
Manager)

(b) Head Office, Ranchi Rs. 1-14 lakhs (for Chairman)
3. Indian Rate Earths Ltd. Rs. 1-17 lakhs

4. Sindri Unit of Fertiliser Cor-
poration of India Ltd. . Rs. 1-03 lakhs %(for General

Manager and other
Officers)

18. During eviden &hle Chairman of Hindustan Steel Ltd.
stated that his bungalowlat Ranchi had been extravagently
designed and that had the same been put up in his time he
would not have allowed such a high cost. Representatives
of the Ministries admitted that in the above cases the costs
were high. No ceilings of cost for varicus categories of '
houses had been fixed so far as there were differences in the
cost of {abour and materials in different regions of the coun-

.
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Need to  lay 19. apparently the present costs of houses, particularly
mn %‘;:; of higher categories, built by public undertakings are high.
of houses. An expenditure of Rs. 1 lakh to 1.75 lakhs on a single
bungalow is indefensible from a commercial stand point

much less from the general point of view of the country's

economy. It has been rightly said that “to want to live in

a house of more than three or four rooms today is to erode
development”. The Committee, recommend that the plinth

areas for higher categaries of houses may be reviewed and

ceilings on cost for various categories of houses laid down
atleast on a regional basis.

(ii) Subsidised Housing Scheme for Industrial Workers

20. The Government of India in 1952 introduced a
Subsidised Housing Scheme for Industrial Workers. Under
this scheme, financial assistance is made available by the
Central Government to the State Governments and through
them to certain approved agencies* for the construction of
houses for industrial workers whose pay does not exceed
Rs. 350/- per month.** public undertakingst are also
entitled to this assistance. The quantum of assistance in

" their case is the same as admissible to the undertakings in the
private sector viz. 75% (25% as outright subsidy and
50% as loan) of the cost of construction of houses.

Assi 21. The actual utilisation of assistance from this Scheme
from seme by public undertakings has so far been as follows:—

not .
;ngﬁdh%g ... (Reinlkhs)
bt %" Undertaking Total Extent of Utilisation =~ Remarks
dertakings. of assistance
cost of
townships  Grant Loans
1 2 3 4 )
1. Pertilizer Cor-
poration of India 1637-27 6-52 9:79 At Nangal
Lid. Unit only
2. Indian Telephone )
Industries Ltd. 7500 7:33 nil

3. Hindustan Aero-
nautics’ Aircraft
Divison Ban-
galore . 146°33 2:70 1656
“ i e. Statutory Housing Boards, Municipal Bodies, Employers and

Remtelred Co-oeggtive Socicties of elf;ible worg:lrs.

®¢ Workers Whose pay does not exceed Rs. 350/- p.m. and falling within
the meaning of PFactories An:tic 1948 or persons employed in mines other than

coal & mica mines are eligible. - :
* Corporations or companies owned in part or in full by the Central or

State Governments if liable to income tax,are entitled to assistance under the

scheme '




I 2 3 4 5

4 Hmdustnn Ma-
chine Tools Ltd. 187-00 4°15 18-26

5. Air India . 82-60 8-00
6. Fertlizers &
Chemicals Tra-
vancore Ltd. . 7577 0:96 1'93
7. Hindustan Insec-
ticides Ltd. . 29-§1 1°59 nil at Delhi Unit

only.
8. Nepa Mills Ltd. 7318 477 nil

rorAx 36-02 46 54

22, Barring eight, other public undertakings have not
availed of the assistance. In this connection it is interesting
to note that the total disbursements under the scheme upto
31st March, 1963 have been Rs. 45.79 crores. The total
amount of assistance (Rs. 82.56 lakhs) availed of by the
public undertakings constitutes only 1.8 per cent thereof.
When compared to the anticipated expenditure on townships
of public undertakings i.e. 280 crores the amount of
assistance availed of by them is neghglble

23. In contrast to this the private sector undertakings
secm to have availed of the assistance to a larger extent as
is cvident from the following instances:

(i) Burmah Shell Refineries Ltd., Bombay:—

664 houses have been reserved by the Maharashtra
Housing Board for Company’s staff in three
general industrial housing colonies against
payment of Rs. 40 lakhs only by the Com-
pany. In addition, 144 employees have
secured accommodation on direct application
to the Board by virtue of their being ‘indus-
trial workers’. The Company has itself con-
structed a small colony for only 30 members
of supervisory staff considered on
‘operational’ duty. "

(ii) Tata Iron & Steel Co., Jamshedpur.—
1990 houses have been allotted by Bihar Govern-
ment under the Subsidised Housing Scheme,
besides the loans taken by the Company.

24, The main reasons why the public undertakings have Reasons for

not availed of this assistance are generally the following:—

(i) Most of the public undertakings did not approach
the State Governments.

not availing
assistance by
pubhc un-
dertakings.



(ii) The scales of accommodation and costs of houses
built by public undertakings are higher than the
ceilings laid down under the scheme.

(iii) Complications regarding allotment, priorities,
charging of rent, etc. under the scheme. Hindu-
stan Antibiotics are stated to have been
refunded the subsidy of Rs. 70,000 on this
account.

(iv) Applications of certain undertakings (i.e. Trom-
bay fertilizer plant, Heavy Engineering
Corporation, Koyali and Barauni refineries, Hin-
dustan Antibiotics) had not been considered by
the State Governments concerned on account of
paucity of funds, etc.

Need to re- 25. Most of the public undertakings have not taken
view the >t any advantage of the Subsidised Housing Scheme for Indus-
Subsidised  sriq) workers, under which financial assistance to the extent
Scheme o Of 75% (25% as outright subsidy and 50% as loan) of the
;tl;bku ndPu- cost of houses for workers drawing pay upto Rs. 350/- per
e to month is admissible. It is surprising that neither the adminis-
avail of as- frative Ministry nor the Finance Ministry brought this scheme
sistance. to the notice of the public undertakings and insisted on their
availing of the assistance. On the other hand the scales and
standards of accommodation fixed by Government in 1960
for public sector projects were higher than those prescribed
under the Scheme, thus making it impossible for the public
undertakings to avail of the assistance. The proper course
would have been to review the scales and standards of the
Subsidised Housing Scheme and to bring them on par with
those prescribed in 1960 for the public sector projects. This
was, however, not done and the public undertakings were
placed at a handicap. The Committee recommend that
Government should now review the position so as to enable
the public undertakings to avail of the assistance under the
Subsidised Housing Scheme. Since funds for this Scheme
are made available by the Central Government, it is but
proper that the public undertakings should get this assistance
direct from the Centre rather than through the agency of the

State Governments.

C. Expenditure on Services and Other Facilities
(i) Overall position

26. Apart from utility services (i.e. water, power, sewe-
rage and roads) various other facilities (like medical,
educational, shopping, clubs, community centres, auditorium,
play grounds, parks, etc.) have been provided in the town-
ships of public undertakings.
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27. The percentage of expenditure on these as well as
on supervision during construction to the total cost of town-
ships has generally ranged as follows:—

(i) Services — 179, at Bharat Heavy Electricals Ltd.

to 309, at Fertiliser Corporation of
India Ltd. k&

(ii) Otner facili- — 89, at Bharat Heavy Electricals
ties (includ- Ltd. to 15% at Neyveli Lignite
ing administra- Corporation. Ltd.
tive buildings)

(iii) Supervision — 1°079, at Neyveli Lignite Corpo-
during cons- ration Ltd. to 13% at Fertiliser
truction. Corporation. of India Ltd.

28. The expenditure in some undertakings has been as Large pro-
high as 30% on services, 15% on other facilities and m:ltion of
13% on supervision during construction. Thus out of the on  services
total outlay of Rs. 280 crores on townships of public under- and ~ other:
takings, a large proportion is spent on these items. These facilities.
are dealt with in the following paragraphs:—

(ii) Services
29. The capital expenditure on services in the townships
of certain projects is indicated below:—

Actual/anticipated expenditure on Services

(Rs. in lakhs)
—‘;rojects/ Water Power Sewe- Roads
Undertaking rage '
(1) () 3) (4) C))
(1) Heavy Electricals Projects :
(a) Bhopal (9440
quarters) . 66:50 4250 5§3-50 61-50 (8¢
miles)

(b) Hardwar

(6000 quarters) 25-30 36:00 35:00 18-00
(c) Hyderabad .

(4349 quarters)  22-43 28-69 49'45 28-69
(d) Tiruchi

(4300 quarters) 42'00  26:00 23°00 10°00
(2) Feruliser Plants :

(a) Sindri

(5502 quarters) 142-22 47°82 2139 27°16 (38
miles):

(b) Nangal

(2254 quarters)  28-92 11°49 36-76 18:89 518
miles)

(3) Heavy Bngineering :
(a) Ranchi

(16,000 quarters) 67~oo 90'00 215°00 115:00 (73
miles):
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(b) Durgapur )
Coal Mining Machinery

(sooo quarters)  37:00 40°00 4840 53-91 (28

miles)

(4) Steel Planes .

(a) Durgapur

(15,000 quarters) 220-23 149-67 175-81 188:68
(b) Bhilai

(21297 quarters) (total Rs. 4-30 crores)

{(c) Rourkela .

(15040 quarters) (total Rs. 4:31 crores)
(5) Neyveli Lig-

nite Corporation

(9650 quarters.) 98:60 90°04 121°25 100°37

30. Thus the capital costs on the provision of services in
the townships of the public undertakings had varied very
widely. For about the same number of quarters, the expen-
diture on water services has ranged from Rs. 37 lakhs at
Durgapur Coal Mining Machinery Project to Rs. 1.42 crores
at Sindri Fertiliser Plant. At Ranchi, 73 miles of roads
have been provided at a cost of Rs. 1.15 crores and at
Bhopal 85 miles of roads at Rs. 61.50 lakhs. At the Durga-
pur Steel Plant, the total expenditure on these
services has been Rs. 7:34 crores asg against
Rs. 4-31 crores at Rourkela for the same number of
quarters. During their visit to Durgapur Steel Plant, the
Committee also observed that street lighting has been pro-
vided there on a lavish scale even on unfrequented roads.
The representatives of the Ministries stated during evidence
that it might not be possible to rectify what had already been
done, but it was desirable to make a study and establish some
norms for the future,

31. The expenditure on services in the townships of the
public undertakings varies very widely and is on the high
side. The Committee recommend that Government should
undertake a study of the costs and scales of services in the
townships of public undertakings and lay down suitable
noms and standards therefor.

They further suggest that a ceiling on the supervision
charges during construction, which in some cases have been

as high as 13% of the outlay on township, should also be
fixed.

(iii) Other Facilities
32. The table below shows the expenditure (actual and

anticipated) on other facilities provided in the townships of
certain projects:—
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Tt will be seen that the extent of other facilities provided
and the expenditure thereon has varied greatly from project
to project. These are dealt with below:—

(a) Medical:

34. The capital expenditure on medical facilities provided
in the Durgapur and Bhilai Steel Plants alone is Rs. 152.46
Jakhs. On the basis of their total staff strength of 56,380
employees (to be reached after expansion) this expenditure
works out to Rs. 270 per employee. At Rourkela, a 350
beds hospital has been provided for 19,391 employees, as
agaipst- the norm of 200 beds for a population of one lakh
laid down by the Committee on Plan Projects.

_ Besides the capital expenditure, the undertakings are
:incurring heavy. recurring expenditure on medical facilities.
The annual recurring expenditure on these facilities at Bhilai
:steel plant is as high as Rs. 42.82 lakhs, which on the basis
of their total employees of 29,332 works out to Rs. 146
per employee per annum. As against this. the all-India
average expenditure towards medical benefit under the
Employees’ State Insurance Scheme was Rs. 26.84 per
.employee during 1962-63.

During evidence the Chairman. Hindustan Steel Limited
-admitted that the present medical facilities in steel plants
‘were excessive but that they had kept margin for the expan-
sion.

35. The provision of hospital facilities by public under- Need to
takings in places where these are not- available is a step in f::g’::'t:;,
the right direction. The Committee are however, of the tentand the
wview that to begin with, haspital facilities should be provided 3;93:‘;“ ;
by. the undertakings on a -modest scale and they should be g1 fucilities
gradually developed to meet the full requirements. Instead should be
of following this salutary principle of phasing the provision g;%‘,';g‘d ol
af hospital facilities, most of the undertakings have provided dertakings.
‘them on a liberal scale from the very beginning resulting in
high capital and recurring expenditure. The Committee
‘recommend that in the light of these remarks, Government
should look into the matter and prescribe the stages. extent
«and the manner in which hospital facilities should be pro-

-vided by the public undertakings.

36. The Committee understand that certain. public under- Dfe*lﬂbility
takines (like Fertiliser and Chemioals Travancore Ltd., Oi} &8558
and Natural Gas Commission) have introduced contributory from the em-
“health service schemes under which they are getting contri- Ployees.
‘bution from the emplovees for the provision of medical
‘facilities. The Committee suggest that the feasibilitv of
\ntroducing similar schemes in all the public under:akings

.may be examined by Government.
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(b) Employees’ State Insurance Scheme:

PROVISIONS OF THE SCHEME

37. The Employees’ State Insurance Scheme, as embodied.
in the Employees’ State Insurance Act of 1948, envisages.
the provision of medical care and certain cash benefits to.
the factory workers whose wages do not exceed Rs. 400 per
month. This Scheme came into force from February, 1952
and is operated by the Employees’ State Insurance Corpora-
tion. It applies to all industrial undertakings, including:
those in the public sector.*

The Employees’ State Insurance Corporation is receiving:
contributions from the employers and the employees of the-
»~~ undertakings as follows:—

A—From undertakings in places where the Scheme has been
extended:

(i) 2.5% of the wages as employer’s share.
(ii) 2.31% of wages as employees’ share.

B—From undertakings in places where the Scheme has not-
been extended:

Scheme 3/4% of the wages as employer’s special contribution.

extended 38 In so far as public undertakings are concerned, it
Semanmgs @ppears that the Scheme has so far been extended to a few
only. undertakings/projects at the following places:— -

(i) Bangalore—Indian Telephone Industries Ltd.,
Hindustan Machine Tools Ltd., Aircraft Divi--
sion of Hindustan Aeronautics Ltd. and Bharat
Electronics Ltd.

(ii) Delhi—Hindustan Housing Factory Ltd., Hindu-
stan Insecticides’ Factory and Ashoka Hotels’
laundry and automobile sections.

(iii) Alwaye—Indian Rare Earths Ltd., Fertilizers &-
Chemicals Travancore Ltd. and Hindustan:
Insecticides Factory.

(iv) Secunderabad—Praga Tools Corporation Ltd.
(v) Madras—Hindustan Teleprinters Ltd.

(vi) Dehra Dun—Oil & Natural Gas Commission’s -
workshop.

(vii) Bombay—Air-India.
In most of these undertakings the Employees’ State

Insurance Corporation has not set up any hospital or
dispensary of its own. But it has an arrangement under-

*There is, however, a provision for exemption of factories belonging to
Government or sny Inxcal authority if the employees in such factories s1¢
otherwise in receipt of benefits similar or superior to those undecr the
scheme.
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-which the employees of the undertakings covered under the
scheme are being treated in the hospital/dispensaries set up
by the undertakings on payment of certain charges. The
amount of such charges paid so'far by the Employees’ State
Insurance Corporation to the three undertakings at Bangalore
(i.e. Indian Telephone Industries Ltd., Hindustan Machines
Tools Ltd. and Bharat Electronics Ltd.) and the amount
of dcontributions received by it from them have been as
under:—

(Rs. in lakhs)

Total Charges

amlunt of paid to

of con- under- Remarks
Undertaking ] tributions takings

received

by ESIC

(both em-

ployers &

employees

share)

(1) Indian Tele-

phone Industries  38-54 4°40 Out of 10,780 em-
Ltd. ployees 10,100 are

covered under the

Okt * z
R R R A T N

(2) Hindustan Ma- 20°29 r,“ .Out-'of - 5,556 eﬁ- ”.‘,’,_,

chine Tools Ltd. AT --”, ploy‘ceo ‘5,234 ‘Are - :
A At s\ I vered - under: the -

(3) BharatElectror . ILe§I.uv ,oa'r echemen
"\\m Ltdd e o ol ,.,(‘ Vi sraipmaimen s W gy e :‘,‘”“". -

. - \
- ST oy

e e Lo i

I '!‘OTA‘L AL . \7°sah‘ 2 3, 91 e ol o - ‘.;"-:‘.hm

RALRY \ o \l\\ e real ¢ TR T Y S T

+39; The : undertakings elsewhere in India where . the
scheme has not been implemented are paying employer's
special contribution at the rate of 3/4 per cent of the wage
bill. The amount of such contribution paid so far by exght
public:-undertakings®, in respect of -which mformatxon is
available, has' been Rs. 49.04 lakhs, -

)

40 Thus as agamst the total’ contribution of Rs. 70.34
fakhs' received by the Employees’ State Insurance Corpora-
tion from the three undertakings at Bangalore, the amount
reimbursed by it to them has been Rs. 5.91 lakhs only**
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Other public undertakings have paid a contribution of over
Rs. 49 lakhs but have received no benefits.

4]. During evidence the Chairman, Hindustan Steel Ltd.
stated that they had not approached the Employees’ State:
Insurance Corporation for extending the scheme to their
plants as they were themselves providing the medical facili--
ties. The Director General, Employees’ State Insurance:
Corporation stated that their policy was to concentrate on:
areas where no arrangement existed at all and that steel
plants would come low in the priority. Regarding the pay-
ment of special contribution (i.e. 3% of wage bill) by
public undertakings in areas where the scheme has not been.
implemented, he stated that it was in the nature of a levy
which was originally imposed to level up the competitive
handicaps of employers in implemented areas. When point-
ed out that only employees drawing wages upto Rs. 400/-
per month were covered under the schéme and for others
the undertakings would have to make their own arrange-
ments, he stated that there were two ways of solving this
problem. One was that they could reserve certain number
of beds in the hospitals of undertakings by payment of a
certain sum. The other was that they could take over the
hospitals of the undertakings and make available certain
number of beds for employees drawing over Rs. 400/- per
month.

Whether the 42. It is regrettable that though most of the public under-
%‘n‘ﬂ%‘m takings have been paying considerable amount of contribu-
aace Scheme tion under the Employees’ State Insurance Scheme, they have
be made ap- npt raken advantage of the assistance available under it.
fi‘{',:l‘m"e’d, Even in cases where the scheme has been extended the
considerstion amounts of contribution paid by the undertakings are much
more than the benefits derived by them. It appears that the

employees in public undertakings are in receipt of benefits

similar or superior to those available under the scheme.

$HSL (Rs. 26° 39 lakhs), Hindustan Shipyard (Rs 6:02 lakhs), Neyveli
Lignite Corporation (Rs. 1°34 lakhs), Nepa Mills (Rs. 1°17 lakhs), HEC
(Rs. 045 lakhs), Fertiliser Corporation (Rs. 12°18 lakhs), Hindustan Anti-
biotics (Rs. 1°26 lakhs), Hindustan Cables (Rs. 023 lakhs).

*s At the time of factual verification, it was stated by the Bmployees’
State Insurance Corporation that these charges were for utilisation of

dispensaries of the undcnakinfs for out—patient treatment only. The
medical benefit under the ESI Scheme included not only out-patient
treatment but also in-patient treatment in their hospitals, ialists,
scrvices, artificial limbs, hearing aids, ctc. as well as cash benefits to the
employecs coveréd under the Scheme. There bencfits were available to
both public sector and private sector oundertakings.
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Further the Scheme covers only ‘factory workers’ drawing
wages upto Rs. 400/- per month. For all other employees,
the public undertakings witl have to make their own hospital
arrangements, even after the scheme is extended to them. ¢
therefore needs consideration whether the Employees’ State
Insurance Scheme should be applicable to the public wunder-
takings and they should be calted upon to contribute to the
scheme, in addition to the expenditure on their own facili-

_ties. The Committee recommend that Government showid
examine the matter in the light of the prevailing position.

(¢) Educational: .

43. The expenditure on educational facilities provided gigh expen-
by the public undertakengs has aiso varied widely from pro- diture ~ om
ject to project. For about the same number of employees, gdurttionsl
the capital costs on schoots have varied from Rs. 8 iakhs st
Heavy Electricals project, Bhopal to Rs. 60.00 Jakhs at
Rourkela steel plant. The cost of a primary school build-
ing constructed by the Oil and Natural Gas Commission at
Baroda has been Rs. 2.10 lakhs. The total capital cost on
schools in the three steel plants has been of the order of
Rs. 1.82 crores.

Besides capital costs, the undertakings are incurring con-
siderable expenditure in running the schools as most of them
have not taken any assistanoe from the State Governments.*
The annual recurring expenditure on educational facitities
at Rourkela Steel Plaat is Rs. 16.33 lakhs.

44. Dyring evidence the representative of Oil and
Natural Gas Commission stated that the State Governments:
provided educational facilities only in the medium of
instructions in the State. The employees of the . under-
takings were from different States. The Chairman, Hindu-
stan Steel Limited stated that they did mot approach the
State Governments for assistance in respect of all of their
schools as they would have to conform to the education codes
of the State Governmemts. The representatives of the
Ministries stated that the educational facilities should be:
provided by the State Governments and the schools in public
undertakings should conform to the State Codes.

45. As public undertakings haveé to run on a commer- Netdto
cial basis, it is not advisable for them to incur heavy capital qble patrern
and recurring expenditure on providing educational facilities for provision
which is the responsibility of the State Governments under §i f iition™"

the Constitution. The most that the undertakings should do ;3 geurt:le
R — n -
*Only in Six undertakings (Hindustan Salts, FACT,H,E, L., N?. Ings.
Mills, Afrcraft Division, Banglore, Hindustan Cables), primary or middle

schools are being run by State Governments. Few undertakings (HMT,

FACT,) Hindustan Antibiotics, Ncra Mills, BEL , HEL, Neyveli Lignite
Cotporation, etc. have received small amounts of grants.
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iIs to construct buildings at a reasonable cost and 10 meet
recurring expenditure from the assistance obtained from the
Sta.e Governments and fees from the pupils. It would,
however, be desirable if the provision of educational facilities
Is sertled with the State Governments at the time of deciding
on the location of the projects in a State. The Committee
recommend that Government should look into this matter
and evolve a suitable pattern for the provision of educational
facilities in the public under:akings.

Feasibili 46. They would further suggest that in places (like

mo‘; 8 Ranchi, Durgapur, Bangalore, etc.) where more than one

facilities..  Wndertaking is located, the feasibility of providing common

educational facilities at Secondary and Higher stages and
hospitalisation and special treament facilities should also
be considered, as it would enable the undertakings to
jrrovide better facilities at a lesser cost.

(d) Recreational and other facilities:

Need for de- 47. The costs of recreational facilities (like clubs, com-

2‘ o ndards munity centres, auditorium, play-grounds and parks etc.)

for recrea-  provided by public undertakings is also on the high side.

tional and For instance, the Heavy Engineering Corporation, Ranchi

g‘;::_ fici-  has provided these facilities at a cost of Rs. 34:65 lakhs and
in the steel plants the cost has ranged from. Rs. 26 lakhs
to Rs. 30 lakhs. In Heavy Electricals Bhopal, the cost of
a community centre, assembly hall and an auditorium has
been Rs. 9:15 lakhs. Similarly the costs of, shopping
centres and other public utility buildings has ranged from
Rs. 40 lakhs to Rs. 46 lakhs in these undertakings. The
Commitiee recommend that Government should devise
norms and standards for recreational and other facililties and
impress ugon public undertakings the need for economy in
these -matters.

(iv) Element of Subsidy

Concealed 48. The Ministry of Finance in March, 1960 laid down .
subsidy hi- the following principles regarding the element of concealed
gﬁ':{ ‘}:.E:; subsidy* for housing in the public sector projects:—
own by
Government. (i) the amount of concealed subsidy for 100 houses
of mixed types should as far as possible not
exceed Rs. 1500/- per month ie. Rs. 15|- per

house; and

(ii) the accommodation of persons drawing pay of
over Rs. 300/- per month should not normally
be subsidised. :

i s the difference between 6 per cent of return on
me.:ggng?éggstsrlﬁ?tﬁ{i‘lan; and develooment and the rent at 10 per

cent of pay.
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Subsequently in August, 1960, the Ministry of Finance
amplified that for houses to be constructed in areas where
the cost of construction was higher than in Delhi the stan-
dard subsidy of Rs. 1,500 for 100 assorted houses might be
increased by 15 per cent for every increase of 5 per cent in
the construction cost index (compared to Delhi), limited to
a maximum of 75 per cent.

49. In actual practice, it is seen that the accommodation
for all the employees is being subsidised by public under-.
takings. Certain undertakings are charging rent at rates
lower than the normal. The amount of subsidy in most
cases ranges from Rs. 25 to Rs. 124 per month per house, as
instances given below show:—

Amount of concealed subisdy
Undertaking per house per month

1. Hindustan Steel Limited . Rs. 1T to 124 at Durgapur,
Rs. 25 to 30 at Bhilai,
Rs. 39 at Head Office Ranchi.

2. Oil & Natural Gas Commis-

sion Rs. 33 to 8o at Baroda.
3. Fertilizer Corporation of Rs. 56 at Sindri,
India Ltd. Rs 31 at Trombay

Rs. 42 to §3 at Namrup,
4. Heavy Electricals Ltd.';, . Rs. 54

— —

50. It is surprising that the instructions issued by the Need  for
Ministry of Finance in regard to the extent of subsidy for f;;;ingv;g?;
housing in the public sector projects are not being followed pirescribed
by the public undertakings. The Committee trust that Gov- | mits.
ernment would look into the matter and ensure that the
amount of concealed subsidy in townships of public under-

takings is kept within the prescribed limits.
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HOUSING POLICY. STANDARDS, PLANS AND

DESIGNS
A. Housing Policy

51. The extent to which public undertakings have pro--
vided accommodation to the staff has varied widely. In
many projects (like Fertilizer Project, Trombay, Heavy Elec-
tricals, derabad, Coal Mining Machinery, Durgapur)
accothmodation has been or is proposed to be provided to:
100% staff as would be evident from the following table:—

~Tot_al staff Total No. Percentage
require- of houses of (3)to (2)-

Undertaking/Project ments construc-
ted/or
proposed
to be
constructed
1 2 3 4
1. Air India, Bombay . 4000 840% 21°%
2. Fertilizer Project, Trombay 1803 1748 97%.
3. Durgapur Steel Plant . 27048 15001 55%
4. Coal Mining Machinery
Project, Durggpur . . 5000 5000 100%
5. H.S.L’s Head Office, Ran-
chi. . . . . 718 574 80%,.
6. Heavy Engineering Cor-
poration, Ranchi . . 19000 16000 84%

7. !il{eavy %:jdmcals Project, ” y
ydéra S 4389 1349 100%.
8. Drugs Project, Hyderabud 2610 T306 0%

52. The Managing Director, Fertilizer Corporation of
India admitted during evidence that at Trombay 1748 units
of accommodation which had been actually built were not
necessary. Regarding Durgapur Coal Mining Machiner
Project it had been explained that 1000 of the houses built

*Excluding 100 flats constructed by Air India for employees.
of Indian Airlines Corporation.

**At the time of factual verification the Ministry of Industry
& Supply stated that the Project has been asked to plan its.
townsgip for 3000 quarters only.

20
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would be given to Ophthalmic Glass Project. Represen--
tatives of the Ministries stated that they had roughly proceed-
ed on the basis of providing accommodation to permanent
staff to the extent of 50% for Class IV and 80% for other
categories. If there were any towns nearby these percen-
tages were reduced.

53. Even in cities like Bombay, projects have provided Need to law-
accommodation for the staff on an extensive scale. For coage” of
example, the Trombay Fertiliser project has provided staff tor acc-
accommodation for 97% staff as against 21% by the Air Gmmodstion,
Indla. Evidently the accommodation provided in some previded..
cases is on a scale larger than necessary. The present
fluidity in the matter is not conducive to economy in the cost
of construction of townships. The Committee recommend

that Government should lay down the percentage of staff for ()] A
1 .’1, (,“74

&
4

whom accommodation should be provided by the public
undertakings in the beginning having regard to the proxi-
mity of projects to any towns or cities.

54. In many projects (Trombay and Nangal Fertiliser Phasing of
Projects, Gauhati and Barauni refineries, etc.) the entire SPpsructon
fiumber of houses had been constructed in one lot and much dation.
ih advance of the needs théréfor. Accommodation for staff
required for expansion programme has similarly been built
in some cases (like Rourkéla Steel Plant) before the com-
pletion and commissioning of the expansipn units. The
representatives of the Ministries admitted that the construc-
tion of houses must be phased.

55. In this connection it is interesting to note that the Position im
township of Tata & Iron Steel Company at Jamshedpur has frivm sec-
been developed gradually over the past 50 years and facilities jonge" """
like schools, market, hospital, etc. have been provided
according to the needs from time to time. About 14,498
houses have so far been built by the Company for its 35,000
permanent employees.

56. Public undertakings have not properly phased the Need to lay
construction of houses required for their employees. To d;""“ P““gi‘
invest large sums of money on housing in the beginning f;,f;': ;,5,,:.‘
results in avoidable waste. It also affects adversely the truction of-
profitability and cost of production of the undertakings. to¥nship.
It is imperative that undertakings should manage with a
minimum number of houses in the beginning and increase
their number later by meeting the expenditure from their
earnings to the extent possible. It may also be examined
whether sharing of accommodation would be feasible, as is
allowed by the Central Government at Delhi. The Com-
mittee recommend that Government should lay down sult-
able guiding principles in this regard.
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57. Public undertakings have generally built permanent
houses having a life expectancy of 50 to 100 years.
Even in places like Ankleshwar, Cambay Oil/Gas fields,
where the undertakings are based on wasting assets and
whose reserves are likely to be exhausted in a period of 15
{)o i120 years the same permanent type of houses have been

uilt,
58. The representative of Oil and Natural Gas Com-
mission stated that although the initial costs of temporary
buildings were less than the permanent ones, the mainten-
ance charges of the former were more. Representatives of
the Ministries admitted that they could have certainly gone
in for temporary structures at projects which were based
on wasting assets. It was also stated that the private sector
undertakings (like collieries) did not go in for “pucca”
houses but built accommodation of lower specifications.

59. To construct permanent houses with a life expect-
ancy of 50 to 100 years at places where the operations of
the public undertakings are likely to last for 20 to 25 years
only is wasteful. It is surprising that neither the Govern-
ment nor the public undertakings concerned gave any
consideration to this matter for so long. The normal thing
in such cases was to go in for semi-permanent or temporary
structures lasting for 20 to 25 years as is done by the col-
lieries in the private sector. Had this been done, it would
have been possible to effect considerable savings® in capital
costs at places like Ankleshwar and Cambay oil/gas fields.
The Committee trust that Government would ensure that in
future the public undertakings like the Oil and Natural Gas
Commission, National Coal Development Corporation, etc.
suitably modify the specifications of accommodation so as
to relate its life to that of the assets.

60. The Committee also discussed the general question
of life of houses which should be put up by public under-
takings. The representative of the National Buildings Con-
struction Corporation felt that it should be on the basis of
“one decade houses” (viz. life ranging from 25 to 30 years)
as it would result in considerable saving as well as give a
chance to the authorities to build new tyép'e% “of houses
according to the changing ideas. _‘ch'rgé‘ itatives ~ of the
Ministries however, felt othérwise and sta d' that for contls
nuing projects jt would 'bé riuch better to have houses 'built
to the highest specific atiorfs as periianent’ structures. * In the
case of temporary houses, ' the niinteriatice " was v
expensive but this dspect had ot 'beeni’ consideréd all'ies
awpects go far.__ L

BA T ' RS . . I
Clﬁ?ba(;}ﬂ:\::‘ig\uﬁ;& oggs,!?vg ,l:kc!;:‘\h;peib%e‘sé‘, 'ggt\;ga‘ 'lsAngs.’s‘t‘?gbg ng
apa’rist Rs. 8800 ‘pneLtwin temoorary Houses * built ' bv i the :Commission:
;:'Si;:;: ; h;tc. If this basis is-assumedy . the savigg would have.been. about,




23

61. In a planned and rapidly developing economy, like @‘“’?}.‘7“"5

ours, there are bound to be various compelling demands on §opes e !
the public resources. The provision of houses in public to be exami-
undertakings is no doubt necessary but more urgent is the
need to utilise the available resources for increasing their
productive capacity. It is, therefore desirable that invest-
ment on housing should be kept as low as possible.. One way
of doing so would be by resorting to cheaper structures of
semi-permanent type with a life expectancy of 20 to 30 years.
Apart from economy, this would enable the public under-
takings to construct houses according to the .changing
pattern and ideas. The Committee recommend that the
economics of putting up such houses should be thoroughly
got examined by Government, if necessary in collaboration
with the National Buildings Organisation and the Central
Building Research Institute.

62. The Ministry of Finance in 1960 initiated a proposal Cispersal off

of having small blocks of houses in the satellite villages of houses ‘3;,‘3.’
the public undertakings so as to reduce the burden of cost ',2’.',""'
of housing on the plants (vide Ministry of Finance O.M.
No. 1068/SF/60 dated the 23rd March, 1960—reproduced
in Appendix III). It was intended that the Buildings
Projects Team of the Committee on Plan Projects would
explore such a possibility. So far, there has been no progress
in this regard.

63. The Chairman, Hindustan Steel Limited stated during
evidence that the difficulty in implementing the proposal was
that the local people preferred to live a community life in
the township. He agprehended that if the public undertak-
ings were to spread Yo the villages and help the employees
with the assistance for building houses, the costs might be
more than at present. He, however, admitted that the idea
was worth trying in a new plant. Representatives of the
Ministries stated that they left it to the initiative of the pro-
jects but none of them had come up with a proposal. They
further stated that the matter required to be considered from
various angles.

64. It is regrettable that the Ministrv of Finance did not Proposal of
ensure that the pronosal of satellite villages was pursued. ::2"‘,:.‘",';‘:;
In the view of the Committee such a scheme would not only considera-
result in economy but also be in the interest of rural deve- tiop.
lopment and betterment of the surrounding villnees. They
are strengthened in this view by the fact tha* such an arran-
gement nbtains in foreien comuntriss as alen bv the following
observation made by the Minister of Irrigation & Power in
the Lok Sabha on 6th April. 1965:—

“If a man goes from the rural areas to the towns, it
costs Rs. 100 bv way of sewerage disposal and
water supply while in the village it costs barely
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Rs 10 or Rs. 15. Therefore, to see that people
are retained in the rural areas is very important
from the economic point of view. In fact, [ was
very happy to note the other day, in Amenca
the trends are now the reverse. These villages
with 1500 people are becoming populated and
some of the villages have got as much as 20,000
people now. The urban areas are becoming
dcpopulated there and people are going to the
villages.”

The proposal of satellite villages therefore, deserves seri-
pus consideration. The Committee trust that Government
would have it examined in detail and issue specific instruc-
tion to the public undertakings.

65. The Ministry of Finance had also made the follow-
ing suggestions in 1960:—

(i) a sector of the residential colony should be sold
in plots to private individuals for building houses,
particularly near the market area; and

(ii) some of the houses built by undertakings should
be sold to their employees on the hire purchase
system and a sector of the colony should be set
apart for such sales.

66. In actual practice, however, none of the public
undertakings has so far made any attempt to implement
these suggestions. On the contrary some undertakings have
themselves provided accommodation for offices of State and
Central Governments. For instance at Rourkela Steel Plant,
1, ngO houses  have been provided to the employees of these
offices.

67. During evidence one Managmg Director did
not think that it was a good policy to sell houses to the em-
ployees as there was no guarantee that an employee’s son
would also be an employee of the project. Representatives
©of the Ministries also did not favour the idea of projccts
-acquiring the land and selling it to anybody.

68. The Committee understand that Tata Iron & Steel
‘Company, Jamshedpur leases out sites to non-employees to
build their own houses and shops. As far as offices of Cent-
ral and State Governments are concerned, the practice is to
allot land to the respective Governments to build houses for
their employees.

69. It is to be expected that the suggestions made by
Government are acted upon by the public undertakings.
Strangely none of the undertakings has made any attempt
to implement the suggestions regarding the sale of plots to
private parties or houses to the employees. The Committce
trust that Government will have the matter re-examined in
the light of the prevailing position in private sector under-
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takings and issue suitable instructions for observance by the
public undertakings.

B. Standard and Scales of Accommodation

70. The cai_egorics of houses constructed and the scales Categories of
of accommodation have been as follows in some of the g‘j-“f;' :;

undertakings: — accommoda-
tion
Categories Highest Catego Lowest Cate,
Undertaking/Project of houses s il ‘;:o.ry
constructed Plinth  Pay ran%e Plinth Pay range
grea (Rs. area 8.)
Sq. ft. ~ Sq.ft.
1. Pertilizer Corpora- 16 5062 Senior Officers 227 35—50
tion’s Sindri
Unit.
2. Hindustan Steel
Limited ;
(a) Bhilai Steel
Plant. . 56 4285 1500 and gbove 370 Belo;v
IIO e
(b}, Durgapur ‘steel 16 2872 1600 and above 370 Do.
lant.
(¢) Head Office
Ranchi . 14 4156 for Chairman . 665 200—400
3000 for Directors
~. Hindustan Machine
Tools Ltd. . 8 3800 for Managing 450 Below 130
Director.

4. Hindustan Saite’
Sambhar Lake . 6 9789 above Re.1000/-  2264* Below 17

5. Hindustan Pheto
Films Manufactur-

ing Co. Ltd. . 6 2683 1600 and sbove 37s Do.
6. Hindustan Insec-

ticides’ Alwaye

Plant . . i 2294 1000—T1400 300 Below 5§,

71. The categories of houses constructed by public under-
takings are numerous. The scales of accommodation have
also varied from undertaking to undertaking. At Sindri,
servant quarters and garages were provided even for certain
members of staff in the pay range of Rs. 275—800.

72. The Managing Director, Fertiliser Corppration of
India admitted that their scales had been very lavish. The
majority of officers who were entitled to occupy houses with
servant quarters and garages at Sindri had no cars. Repre-
sentatives of the Ministries stated that in the past the scales
of accommodation were lavish but that austerity standards
had since been laid down in 1960.

At the time of facttua' ver ficat’cn the M'nistry of Industry & Supply stated that
the buildirg comprisirg 8 plrth area of 2264 sq. ft conta'ns 10 rooms and is earmar-
ked for class IV and work charged_staff and only one room is sllotied to each person.
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Brensaals 73, The Ministry of Finance laid down the following

datonlaid Standards and scales of accommodation for public sector
down by . projects in 1960:—

Governmen
tne 1950 not
follgvgved.
Type Plinth area Pay range (p.m.)
sq. ft.
I 365 Below Rs. 110/-
II 400 Less than Rs. 200/- but not less than
Rs. 110/-
III 600 Less than Rs, 400/- but not less than
Rs. 200/-.
IV 900 Less than Rs. 8s50/- but not less than
Rs. 400/-
A% 1500 Less than Rs. 1600/- but not less than
Rs. 850/-
VI 2100(plus 240  Rs. 1600/~ and above.
sq. ft. for ser-
vant Quarter &
225 sq. ft. for
garage)

74. While certain public undertakings have stated that
the above scales are being generally followed, others have
stated that they will keep them in view. In fact the old and
new standards do not seems to have yet been reviewed by
all the undertakings and some of them continue to follow
higher standards.

-
R 75. The representative of Oil & Natural Gas Commis-

» | sion stated during evidence that in the past they had exceed-

- | ed these standards but last year they decided to follow them
strictly. The Chairman Hindustan Steel Limited also stated
that though previously their standards were a little lavish
for higher category of houses, they were now following the
scales laid down by Government.

Need to en- 76. The Committee regret to observe that the public
sure hel o Undertakings have followed very liberal scales of accom-
commodation modation particularly for the higher categories of their em-
g"’s&‘;‘:edm ployees. No proper standards were fixed by Government
llomed by in this regard till 1960. In the absence of any direction
all under- = from the beginning to adhere atleast to Government scales,
‘the public undertakings appear to have fixed their own
standards of accommodation. What is more surprising is
that the scales of accommodation prescribed by the Ministry

of Finance in 1960 are also not being followed by all the :
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public undertakings. It is to be expected that the standards
once fixed by Government are strictly adhered to by the .
undertakings. The Committee hope that the newly set up | s
Bureau_of Public Enterprises would look into such matters ‘;)ﬂ/‘"
and ensure that all instructions issued by Government are
complied with by the public undertakings.

C. Plans and Designs

77. The Committee on Plan Projects in their Report
(1963) on Industrial Townships had suggested that two or
‘three alternative designs for each category of housing should
be prepared and the one most suitable for the particular
location adopted. So far, no action has been taken in this
regard. During evidence, the Chairman, Hindustan Steel
Ltd. stated that it would be better to lay down standard
-designs with some variety.

78. It is obviously desirable to lay down two or three Desirability
alternative standard designs for various categories of houses 3€::g“,’s‘tm_
.on a regional basis so as to have variety while ensuring dard designs
maximum economy. The Committee recommend that this of bouses.

should be done.

79. Public undertakings have followed different prac- Plans and

tices in the preparation of plans and designs of their town- designs of
ships. For instance, in the case of Fertiliser Corporation, P
of India, plans and designs for Sindri township were prepar-
ed by the Central Public Works Department, while those for
Nangal, Trombay, Namrup and Gorakhpur townships by
private architects or the Technical Consultancy Bureau of
the Government of India. The amount of fees paid to
private architects has also varied from project to project.
For Nangal (2254 houses) it has been Rs. 3.45 lakhs; for
Trombay (1748 houses) Rs. 3.60 lakhs and in the case
of Namrup a fee of 4 per cent of cost of original works is
payable. Certain undertakings (like Hindustan Steel Ltd.,
Heavy Electricals Ltd., Heavy Engineering Corporation
Ltd.) have set up their own elaborate Architect and Town
Planning Organisations for the purpose.

80. During evidence the Managing Director, Fertiliser
‘Corporation of India admitted that the payment of fee on a
percentage basis was not conducive to economy as it tended
to increase with any increase in the cost of works. The
<Chairman, Hindustan Steel stated that they had since
abolished their Architect and Town Planning Organisation
and that the staff was being transferred to Bokaro. As to
how the staff would be utilised after completion of Bokaro,
he stated that it was for Government to decide and that they
might set up a Central Town and Planning Organisation.
Reprgesentatives of the Ministries, however, did not favour
307 (Aii) LS—3.
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entrusting the work to one central organisation. They felt
that it was better to have plans and designs prepared by
different people otherwise the tendency developed for a
standard type without any allowance for local needs, etc.

eSle;% Jp of 81, It may be desirable to invite competitive tenders for
.,-:m Plan- the plans and designs of townships from the various archi-
ning orguni- tects so as to secure both economy and suitability to local
;,"g:” ny needs. In that case it is not necessary for the undertakings
necessary. 10 set up their own elaborate Architect and Town Planning
Organisation with attendant difficulty of retrenchment of
staff later on. The Committee recommend that Govern-
ment should examine the matter and issue suitable instruc-

tions to the public undertakings.

They further suggest that the desirability of prescribing
standard schedules of rates for private architects may also-
be considered.
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OTHER MATTERS RELATING TO TOWNSHIPS
A. Hostels

82. A number of hostels have been or are proposed to
be constructed by public undertakings entailing a heavy
capital expenditure, as instance given below show:—

No. of  Capital
hostels, cost

Undertaking (including (Rs. in
guest/rest lakhs)
houses)

1. Hindustan Steel Limited . . 18 12041
2. Neyveli Lignite Corporation Ltd. 10 1034
3. Fertiliser Corporation of India Ltd. 7 36°74
4. Bharat Heavy Electricals Ltd. 7 §O°1I
5. Indian Oil Corporation’s Refineries 3 2376
6. Heavy Electricals Ltd. . . . 5 41-73
7. Indian Drugs and Pharmaceuticals Ltd. 3 36-10

83. These hostels are mainly constructed by public
undertakings in the beginning for accommodating the foreign
experts. After their departure these are converted into
apprentice hostels and guest/rest houses, etc. They are not
fully occupied and become a burden on the undertakings by
way .of maintenance costs, etc. For instance, at Nangal
2 hostels were constructed initially for foreign experts. Later
on, one was converted into an Apprentice School’s hostel
and the other into a guest house. The occupancy ratio of
the latter which has 40 rooms is only 22 per cent.

84. The Commitiee feel that the present level o0f Need for
expenditure on the hostels in the public undertakings is high norms “‘df
and it needs to be brought down by laying down suitable ;‘md‘ ot
norms and standards. The feasibility of using residential
flats temporaril®as hostels for meeting the needs of foreign
experts, as has been done at the Koyali refinery, may also

be examined.

B. Financing and.Administration of Townships

85. Public undertakings have generally financed the out-
lay on their townships from equity and loans provided by
Government for the projects. ‘The Committee discussed the

29
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advisability of meeting the cost of townships from loans,
internal resources and subsidies. The representatives of the
Ministries did not favour it and stated that they could adopt
a “presentational aspect” of showing the expenditure on
townships separately.

tsc‘:‘;“&lgg‘;: 86. The present practice of meeting the entire cost of

cing the out- fownships out of the capital provided for the execution of

lﬂg Onlégm the projects is neither sound nor in consonance with prudent

be bvolved. . commercial practice. It results in the over-capitalisation of
the projects and renders the evaluation of their performance
or comparisons with other similar undertakings unrealistic.
The outlay on townships should normally be met from loans,
internal resources and subsidies. The Committee recom-
mend that the matter may be examined by Government and
a suitable pattern of financing the outlay on townships of
the public undertakings evolved.

87. It is also desirable that the estimates of cost of town-
ships should be shown separately while seeking approval of
Parliament for investment in public undertakings. The
expenditure incurred on townships should also be shown
separately in the Annual Accounts of the public under-
takings.

Administra- 88. Public undertakings have set up elaborate organisa-
o of s, tions for the administration of their townships. Certain
P undertakings (like Hindustan Steel, Neyveli Lignite C

ration, Heavy Engineering Corporation, Hindustan Machine
Tools) have appointed Town Administrators assisted by
departmental heads for allotment, maintenance, horticultural,
etc. Some (like Fertiliser Corporation of India, Heavy
Electricals, Nepa Mills) have appointed Administrative
Officers or Estate Officers, assisted by engineers and other
staff.

Desirability 89. The entire cost .of maintaining the township is at
a2 ok present borne by the undertaking concerned. The main-
after Town- {tenance charges which are high not only affect the cost of
:?C’P‘ ‘{}'nl;‘:‘: j’production of that undertaking but also of other und.er-
takings. < ltakings which depend on its products. It wgs stated during -
‘”,:\ evidence that a proposal to set up a separate body to look
“w jafter the townships of the public undertakings was under
consideration of Government. The Committee trust that
Government would examine the matter in all its aspects and

arrive at a suitable decision at an early date.
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CONSTRUCTION DELAYS IN FACTORY BUILDINGS
AND SOIL INVESTIGATIONS

A. Construction Delays in Factory Buildings

90. The table below shows the delays in the construc-
tion of factory buildings of public undertakings, overall time
taken in completion of projects vis-a-vis position in foreign
countries and in private sector in India:—

31
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Delays in 91. It would appear that the construction of factory
Fhaetory " buildings has been delayed in many projects. The delays.
building.  range from 1 to 3 years. This not only led to delays in

their commissioning and increase in costs but also resulted

in keeping the plant, machinery and manpower idle.

Reasons _ fer 92. The delays have been mainly attributed to the follow-
delays. & jng factors:—

(i) Delays in the supply of complete working draw-
ings by consultants—

(e.g. at Neyveli and Nangal Fertiliser Plants,
Koyali Refinery, Rourkela, Bhilai and Alloy
Steel Plants, Hind. Photo Films).

(ii) Changes in the basic designs and layout during

the course of construction due to:—
(a) revision of capacities—

(e.g. at Namrup Fertiliser Project, Hyderabad
Electricals Project, H.E.C., Ranchi,
Rourkela Steel Plant).

(b) Changes in production process—

(e.g. at Neyveli and Nangal Fertiliser Plants,
Barauni Refinery).

(iii) Increase in quantities of civil works on account
of initial tenders having been called on approxi-
mate data—

(e.g. at Rourkela and Bhilai Steel Plants).

(iv) Inadequate initial soil investigations resulting ir
change in sites, revision of plans, resorting to
pile foundations, etc.—

(e.g. at Namrup Fertiliser Plant, Barauni
Refinery).

(v) Delays and difficulties in the procurement of
construction equipment and materials, release
of foreign exchange therefor,—

(this happened in cases of several projects).

(vi) Non-availability of suitable experienced contrac-
tors and skilled workers—

(e.g. I\llcyv)eli Lignite Corporation, Rourkela Steel
Plant
93. It was explained during evidence that in many cases
the delays could not have been avoided due to changes in
the scope of projects, foreign exchange difficulty and the
tight time schedules.

Comprehen- 94. The Committee are greatly concemed at these abnor-
;g:'f'.u‘?”of mal delays in the construction of factory buildings and other
delays sug-  Civil works which adversely affect the economy of the pro-

gested. jects. A certain measure of delay during construction might
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be inevitable due to our dependence on foreign help and
nature of the projects. But the delays of 1 to 3 years could
only be due to lack of planning, proper programming and
lack of co-ordination with the consultants. If is surprising
that these delays continue to recur even in the expansion
programmes of old plants. With the experience of planning
and development for more than a decade, it should be possi-
ble to reduce these delays considerably. The Committee
recommend that a comprehensive study into the causes of
the delays should immediately be undertaken by Govern-
ment and proper remedial measures devised.

B. Soil Investigations

95. At present the selection of sites for various projects gjce selection
is not preceded by a thorough soil investigation. In a num- not preceded
ber of projects detailed soil investigations have been carried b thoroush
out subsequent to selection of sites leading to change of sites, gations.
revision of plans and drawings, extra expenditure on founda-
tions and consequent delay in construction, as would be

evident from the following instances:—

Project Subsequent detailed soil investi
gations led to
1. Rourkela Steel Plant. . Shifting of plant sites involving

cost of Rs. 2:62 crores. (812
houses in the township have also-
developed cracks for want of
proper soil investigations).

2. Foundry Forge Project, Pile foundations involving cost of
Ranchi. Rs. 1-15 crores.
3. Barauni Refinery. . Treatment of soil involving-

cost of Rs. 20 lakhs.

4. Heavy Blectricals, Bhopal. Removal of block cotton soil-
and deeper foundations.

5. Trombay Fertiliser project. Revision of plans and resorting-
to pile foundations.

6. Gorakhpur Fertiliser Pro- Change of sites.

ic‘:t' ’

7. Namrup Fertiliser Project.  Detailed investigation going on-

and expenditure so far Rs. 1-75

8. Thermal Power Plant, Revision of foundation drawings-
Neyveli. of main building.
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96. During evidence, the representatives of the Ministries
stated that location was decided on some “test boring” which
involved certain risks. While conceding that it was desirable
to have detailed survey they pointed out the following diffi-
culties:—

(1) A detailed survey would take anything between
12 to 18 months to get the results.

(ii) It would involve payment of compensation in
respect of private land.

97. As choice of a wrong site would involve the projects
into costly delays, it is necessary that prior detailed soil
investigations must be conducted. In the light of the past
experience, it appears that it will be cheaper to pay compen-
sation for private land rather than incur expenditure on fresh
investigations during the construction phase. The Commit-
tee recommended that the matter may be examined by Gov-
ernment and suitable principles laid down for future guid-
ance,

98. There is no one agency to whom the detailed soil
investigations are entrusted at present. It is done ‘in some
cases by the State Governments, in some by the project
authorities and in others by the consultants. Representatives
of the Ministries stated during evidence that it would have
been useful if one agency had grown up by this time. It
was not easy to build up such an agency due to paucity of
equipment and transporting them from one place to another.
In the light of this, it was better to allow the foreign collabo-
rators to bring in their own equipment and do the testing.

99. As the number of big projects in the public sector
is increasing it would be advantageous to develop a single
organisation in the country for carrying out proper soil
investigations rather than leaving it to consultants who differ
from project to project and have to bring in their own equip-
ment every time. The setting up of such an agency should
not present any great difficulty as the technical know-how is
available in the country. The Committee, therefore recom-
mend that steps may be taken by Government to develop a
suitable agency for the purpose.



VI .
CONSTRUCTION EQUIPMENT AND MATERIALS
A. Construction Equipment

100. A majority of public undertakings have procured
construction equipment for hiring out to the contractors or
for departmental use. The table on the next page shows
the value of such equipment procured by certain undertak-
ings, hire charges recovered from contractors and the items
dying surplus to requirements:—

- f 37
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101. The following main features are noticeable in the
procurement and use of the construction equipment:—

(i) Procurement

Construction equipment costing over Rs. 18 crores has.
been/or is being procured by various undertakings. Most of
it has been imported. Of this, surplus equipment worth.
about Rs. 11 lakhs only has been obtained from the com-
pleted projects. During evidence, the representatives of the
Ministries admitted that it was possible that too much
equipment had been procured. It was also probable that
equipment had been imported by some projects while it
might be lying idle or surplus at certain other projects in the
country.

(ii) Hire charges recovered from contractors

102. The Committee enquired about information regard-
ing the annual maintenance charges (i.e., depreciation,
interest and running expenses of crew, etc.) and hire charges
recovered from the contractors. Most of the undertakings
have not furnished the same. However, from the data avail-
able in respect of some of the undertakings, the following
facts emerge: —

(a) At Baroda office of O.N.G.C. the equipment was:
being hired out to contractors for 2 months only
in a year. Thus the equipment is not being put
to full use.

(b) In all the projects, hire charges recovered from
contractors are far less than the maintenance
costs of the equipment. Even after taking into
account the incidence of departmental use, the:
recoveries in terms of total use are much less.
in most cases. The representative of Oil &
Natural Gas Commission admitted that hire
charges were fixed on an ad hoc basis and that
they had not yet worked out an economic rate.
of recovery.

Lack of plan- 103. It appears that in many cases construction equip-
:‘u“&n{":' ment in excess of requirements has been imported by the
use of con- public undertakings and it is not being put to full use. It
struction s also possible that equipment has been imported by some:
equipment. . ojects which might be lying idle or surplus at certain other
projects in the country. The Committee regret to observe
that there has been lack of proper planning in the procure-
ment of costly construction equipment by the public under-
takings and lack of co-ordination in pooling the equipment
with a view to its maximum utilisation by the various projects
in the interest of the national economy. It is surprising that
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before sanctioning foreign exchange Government did not
satisfy itself regarding the need for such equipment and
ensure that the equipment which was lying idle or surplus
in projects was not imported. In this connection paragraph
106 of the Report may further be seen.

104. The most disquieting feature has been that in many ynvestigation:
cases hjre charges are recovered from the contractors on an for not fixing
ad hoc basis and these are much less than even the mainten- {o0°HC

. R . arges-
ance costs of the equipment. This indicates failure to safe- recommend-
guard the financial interests of the undertakings. It also ¢4
shows that the Finance and Accounts Officers are not pro-
perly trained and oriented to take care of the interests of
the undertakings. The Committee recommend that Govern-
ment should investigate the reasons for not fixing economic
rates of hire charges by the various undertakings and fix res-
ponsibility therefor. They also urge that it should be ensur-
ed that in future economic rates of hire charges are fixed
and followed by all the public undertakings.

105. Regarding the availability of surplus construction Surplus
equipment, the Damodar Valley Corporation has stated that ¢auipment..
at Panchet Dam 57 items are lying surplus. At Konar Dam,
equipment worth Rs. 620 lakhs has been sold to private
parties. As regards other projects of this Corporation, the
information is either stated to be nil or not readily available.
Fertiliser Corporation of India has stated that four items of
equipment are lying surplus at Nangal. Other undertakings
(like Durgapur and Bhilai Steel Plants, Heavy Engineering
Corporation) have stated that no serviceable equipment is
lying surplus or it has not yet been classified as such. Dur-
ing evidence the Chairman, Hindustan Steel Ltd. stated that
they were cannibalising serviceable spare parts. He admit-
ted that it needed to be looked into whether the equipment
in all the steel plants had gone in for cannibalisation and
whether any survey Committee had condemned it, etc.

*

106. The manner in which the costly construction equip- seting up
ment is being maintained and disposed of by the public of sn expert
undertakings is disturbing. It is not unlikely that large Sommittee
quantities of this equipment are lying surplus to requirements .4,
in various projects which could be reconditioned. Consider-
ing the value of known construction equipment which is over
Rs. 18 crores in the public undertakings, the Committee
suggest that Government should appoint an expert Commit-
tee to ascertain the total quantity of such equipment obtained
by undertakings (both imported and indigenous), its life, its
utilisation and the extent of surpluses. That Committee may
also consider the advisability of pooling the construction
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equipment on a regional or other basis with a view to its
maximum utilisation and avoidance of unnecessary imports.

B. Construction Materials

107. Most of the public undertakings have experienced

orts of cons- delays and difficulties in the procurement of construction

truction
materials.

‘Reasons.

materials (like steel structurals, G.C.I. and G.P. Sheess, A.C.
Sheets G.I. Pipes, Steel Sections, Plates, Refractories, etc.).
The result has been that the projects have resorted to imports

of these items as would be evident from the following instan-
ces:—

(Rs in Lakhs)

Value of
Undertaking imported Ttems
materials
1. Heavy Engineering 460 44 Steel structurals, reinforced
Corporation Ltd. rod,’ pipes, hytensile steel
‘W?"L wire and armoured glasses.
l . Il m‘,ﬁl e favy

2. Neyveli Lignite * ) 110-25 Structurals, reinforced steel.
Corporation Ltd. . i

A T

3. Hit:wéy Elestricals * 8Y 62:38 Steel, wired-glasses.

Structural and refractories

4. Hindustan Steel Ltd: to the extent of 84% and
73% of requirements im-
() Bhilai Steel Plant' .. ported.’ ]
(1) Durgapur Steel . ‘63451 tons of structural and
Plant. §7102 tons of refractories
, imported.
(##7) Alloy Project .. 3000 tons of steel being im-
ported.’

5. Fertiliser Corpora-  26-00 Structural.
tion’s Nangal Unit.
6. Gauhati Refinery 12:00 Reinforced Steel.

108. The difficulties have been ascribed to the following
main reasons:—

(i) Designs of foundations and buildings having
been based by consultants in some cases to
foreign specifications.
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(ii) Delays in supply of steel from indigenous
sources; steel mills not able to indicate any
definite delivery period for even sections offered
by them; demand for A.C., G.C.I. shects, etc.
not bemg fully met and supply unsausfactory

109. It was explained during evidence, that steel sections,
sheets, plates, pipes, etc. were part of the Third Plan
-expansion programme of the steel plants, Till that matured
the shortages were likely to continue. Regarding struc-
turals, it was stated that there were just half a dozen fabri-
cation firms in the country. Every public sector project
depended on them and the work was getting delayed. The
establishment of more heavy structural fabricators in the
public sector was included in the Third Five Year Plan but
no progress had yet been made in this regard for want of
foreign exchange. Representatives of the Ministries admit-
ted that this project had not been accorded due priority.

110. Production of construction materials has not keptNeed to as-
pace with the demand in the country. This has not only lea"’“t;e ’;.“"m::‘:
to delays in the construction of projects but has also enrazledmx. from
heavy imports. The Committee recommend that necessaryindigenous
steps should be taken by Government to assure timely avail-
ability of construction materials for the various projects from

indigenous sources.

111. Though the establishment of heavy structurglNeed to sc-
works was recommended by the UK. Heavy Engineeringmom‘;"hg
Mission as far back as 1957, nothing has yet been done togtructursl
set up the same despite their inclusion in the Third Fiveworks.
Year Plan. These works are the pre-requisite for estab-
lishment of any heavy engineering industry. The Com-
mittee recommend that Government should now accord the
highest priority for semng up adequate capacity for steel
structural fabrication in the country.
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tion of costs
in same
industry.
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COST OF FACTORY BUILDINGS AND CIVIL ENGI-
NEERING ASPECTS
A. Costs of Factory Buildings

112. The table below shows the percentage of cost of
factory buildings to the total cost of certain projects:—

(Rupees in Crores)

S Project I‘Tctual/ Actual/  Percent-
No. anticipated antici-  age of (3)
cost of pated to (4)

Factory  total cost
buildings of
(including Projects

auxiliary
buildings
and
services.)
I 2 3 4 5
1. Feruliser Projects
(a) Sindri . . 435  39'73
(excluding services)
gb) Nangal . . 4°43 31°20 14°2
¢) Trombay . 3:52 33°40 10°6
gd) Gorakhpur . 2:32 26-57 87
e) Namrup . . . 420 18-03 233
2. Heavy Electrical Projects
(a) Bhopal . . . 1558 58-91 264
bg Hardwar . 13:69 68-02 20'1
¢) Hyderabad . 8-87 2748 323
d) Tiruchi . 7°10 18-14 39

113. There are wide variations in the percentages of
costs of factory buildings to the total costs of the projects.
In the case of fertilizer projects these percentages range from
8 to 23 and those for heavy electricals projects range from
20 10 39. That there should be such variation from project
to project in the same industry would seem to indicate that
there is scope for economy.

114, In this connection the Committee understand that
a new factory shed design has been perfected by the Central
Mechanical Engineering Research Institute, Durgapur. It
is stated that by the use of this design the requirements of
structural steel for factory buildings can be reduced by about
40 per cent and the total expenditure on factory buildings
by 10 per cent.

* “
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115. The Committee recommend that besides other Need foreco-
avenues of cost reduction, Government should impress upon o0 1o cot
the public undertakings the need to adopt new techniques factory buil-
and designs for effecting savings in the construction of dings
factory buildings. ’

B. Civil Engineering Aspects

116. The Committee understand that plans and designs pesigns for
for even ordinary types of civil works have been obtained ordinary
from the consultants by some public undertakings. For ClVil works
instance, in the case of Heavy Electricals Project, Hyderabad from consul-
the detailed project report contained even the outlines for tants.
cycle stand, car parking garages, bus stand, etc. The
designs for the Baroda repair workshop of Oil and Natural
Gas Commission (including designs for store house, storage
racks, etc.) have been obtained from the Rumanian Col-
laborators at a cost of Rs. 4:21 lakhs. Based on collaborators’
designs, the buildings of that workshop have been construct-
ed to bear the weight of snow in winter, a condition which

does not prevail at Baroda.

117. The representative of Oil and Natural Gas Com-
mission admitted during evidence that considerable avoid-
able expenditure had been incurred on the Baroda workshop.
He also agreed that the Indian Engineers could have
prepared the designs of the Workshop. Representatives of
the Ministries stated that they were increasingly trying to
maximise the indigenous content in design and specifications.

118. It is obviously not necessary to seek assistance of Needto is-
foreign collaborators for plans and designs for buildings J, v eveid
which could be prepared by the Indian Engincers. The recurrence.
Committee recommend 1hat Government should issue
instructions to the public undertakings to avoid recurrence
of such cases. In this connection paragraph 127 of the

Report may also be seen.

119. The Committee note that different practices have Different
been followed in the scrutiny of plans, designs and speci- fc‘:u"t‘::“ L‘;
fications of factory buildings suggested by consultants. In pans, v
the case of Heavy Electricals Limited, Bhopal, these were
examined by the Committee on Plan Projects and on their
suggestions economics to the tune of Rs. 20 lakhs were
accepted by the consultants. In the case of Instrumentation
Limited, the plans were examined by the Technical Consul-
tancy Bureau of the Government of India and several sug-
gestions aimed at economy were stated to have becn accepted

y the Soviet Design organisation. In other cases, they have
either not been examined at all or have been examined by
ad hoc technical teams.
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120. The representatives of the Ministries admitted
during evidence that it would be prudent to have an inde-

pendent check over the designs and specification suggested
by the Consultants.

! 121. Evidently it is possible to effect considerable
mination of €conomies in construction costs of factory buildings if an
plans, designs indegendem check is exercised over the plans, designs and
specifications specifications suggested by the Consultants. It will also
proposed by have the additional advantage of our acquiring the technical
consultants.  know-how. The Committee recommend that plans, designs

and specification suggested by Consultants should be care-
fully examined before they are accepted.

122. So far no standard fplans, models and codes for
design and construction of factory buildings have been
drawn up in the country. It is understood that such

standards plans and codes exist in other countries like
U.S.S.R.

Need to evo- 123, There is a large area of civil works where the same
Ive standard plans and designs could be utilised in a number of projects.
Plans, mod- This will result not only in expeditions completion of factory
for factory  Duildings and other civil works but will also result in

buildingg economy. The Committee therefore recommend that

ete, suitable standard plans, models and codes for factory build-
ings and other civil works like administrative offices, can-
teens, etc. should be evolved which could be commonly
adopted by all or most of the public undertakings.

Contracts 124. In a number of projects (like Durgapur Steel Plant,

on tum-key Alloy Steel Plant), public undertakings have entered into

basis, contracts with plant suppliers on turn-key basis. Under
such contracts they are given the entire responsibility for
preparing layouts, giving designs, civil engineering and
erection works, commissioning of plants, etc.

125. The Chairman, Hindustan Steel Limited stated
during evidence that such contracts meant less worry to the
managements as the whole job was done by the plant
suppliers. There was a view that such contracts were
cheaper in the long run because there were no delays. But
he personally felt that they were constlier. In his view the
main disadvantage of such contracts was that our people did
not acquire the necessary knowledge and experience. He,
therefore felt that it was not a good thing to enter into con-
tracts on turn-key basis but risks should be taken by our
own people. The representatives of the Ministries stated
that the tendency now progressively was not to resort to
turn-key contracts. But sometimes there were advantages in
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giving unified responsibility to one party so as to make them
responsible for performance. Measures were, however, taken
to see that the entire thing was not done by that party and
that certain things were specifically allotted to the Indian
side.

126. The Ratnam Committee, which enquired into the Views of
civil engineering and other problems connected with the gm“
setting up of steel plants, in their Report (1964) has stated ’
that the quantum of overheads in the case of turn-key jobs
has been unduly high. For instance, in the case of expansion
work at Durgapur, the rate for concreting in the turn-key
jobs worked to an average of Rs. 547 per cbm. and in non
turn-key jobs to an average of Rs. 288 per cbm. That
Committee has, therefore, not favoured turn-key contracts
and has suggested that all civil engineering works in complex
projects should be undertaken departmentally.

127. Contracts on turn-key basis do not afford opportunity eeq 1o lny
to our engineers to learn new techniques and become self down suit-
reliant. They are also costlier. The Committee feel that *\< 8uiding
the assistance of foreign collaborators should be sought only principics.
for jobs in respect of which ‘know-how’ is not available in
the country. For the rest they may be asked to
indicate their requirements on the basis of which the plan-
ning, designing and construction should be undertaken by
Indian Engineers. Besides effecting considerable economy,
this would reduce the dependence on foreign collaboration
and instil the necessary confidence in our men. The Com-
mittee recommend 1hat Government should lay down suit-
able principles in this regard for guidance of the public
undertakings.

128. A Technical Consultancy-Bureau has been set up PL
by Government under the National Industrial Development d;'i’:n""“d
Corporation for undertaking civil engineering works connect- organisation
ed with public sector projects i.e. preparation of detailed f’" :‘e:;'m
projects reports, working drawings and designs of structurals, woke 8
etc. Besides this, some public undertakings (like Hindustan
Steel Limited, Heavy Engineering Corporation Ltd., Fertili-
zer Corporation of India Ltd.,, Fertilizers and Chemicals
Travancore Ltd.,) have set up their own civil engineering
organisations for this purpose.

129. It has been suggested to the Committee that a
central organisation for civil engineering (having different
specialised Bureaus for building and architectural, public
health, electrical, etc. with a co-ordinating Branch) should
be set up in the country as has been done in U.S.S.R. The
Comnmittee discussed this suggestion with the witnesses. The
Chairman, Hindustan Steel Limited stated that on the



designing side a central organisation was very useful.
Representatives of the Ministries felt that there were some
advantages in decentralisation due to specialised require-
ments of plants. It was also stated that the existing organi-
sations were created to satisfy some specific requirements
and not as a part of overall planned development.

Need to Pa‘i’l 130. It appears that each major undertaking has develop-
n‘:’; ct?,':' " ed a planning and design organisation for civil engineering
e‘x.s)erience works. A Technical Consultancy Bureau has also been
ned. set up by Government under the National Industrial
Development Corporation to undertake preparation of
detailed project reports, working drawings and designs of
structurals, etc. for the public sector projects. So far, there
has been little attempt ar pooling and co-ordinating the
experience gained by the various undertakings in the field .
of planning and designing for civil engineering, for which
there is an urgent need to reduce our dependence on foreign
countries. The Committee recommend that Government
should take suitable steps towards this end., The represen-
tatives of the Ministries have agreed to rationalise the present

design organisations.
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CONSTRUCTION STAFF & CONTRACTS

A. Construction Staff

131. Public undertakings have employed construction
staff for supervision or doing work departmentally. The
“table below shows the present strength of such staff and the
"basis of determining the same in some undertakings: —

Ijr;&é;iaking Present Basis of determi- Remarks
cons- ning strength
truction
staff
strength

I 2 3 4
‘1. Hindustan Steel
Limited :
{a) Bhilai Steel 16352* Not indicated Works mainly
Plant. done  depart-
mentally. Some

work load fixed
for earthwork &

erection staff.
(8) Rourkela Steel 2099 Recruitment made
Plant. according to
requirements.
(¢) Durgapur Alloy N.K. Do.
Steel Project.
(d) Durgapur Stecl 1533 Generally Rs.
Plant, so lakhs per
anpum for a
division hegd-
ed by an Exe-
cutive En-
gineer.
2. Neyveli Lignite 4413 Recruitment made Works mainly
Corporation Ltd. according to done depart-
rejlirements. mentally,
3. Heavy Electri- 1236 Rs. 60 lakhs per
- cals, Ltd. annum for a
Division.
4. Bharat Heavy  N. K. At Tiruchi &
Electricals Ltd. Hardwar Rs.
30 to 40 lakhs
for a division;
at Hyderadad
according to
requirements.

*Including work charged staff.
49
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132. Thus while in some public undertakings, no work
load has been fixed for determining the strength of construc-
tion staff, in others it varies from Rs. 30 to Rs, 60 lakhs per
annum for a division. They have a hierarchy of officers in
their construction departments and in certain undertakings.
(like Hindustan Steel Limited, Heavy Engineering Corpora-
tion Limited, Heavy Electricals Limited) there are as many
as 8 to 9 layers of supervisory staff. The Chairman, Hindu-
stan Steel Limited admitted during evidence that they had
not yet carried out a detailed analysis of construction staff
requirements and followed a suitable norm for all the Plants.

Need to fix 133. It appears that.public undertakings have not yet
norm for  fixed a norm for determining the strength of their construc-
wmm tion staff. The present ad hoc basis of recruiting such staff is
* not satisfactory. There is need for a careful review of the
construction staff requirements in the public undertakings
and fixing a suitable norm therefor. The Committee recom-
mend that Government should look into this matter and

have the necessary review made.

B. Contracts

i{:pem of 134. There are various systems of letting out contracts,

contm et viz. item-rate, overall percentage and lump sum basis.
Public undertakings have generally resorted to item-rate
basis i.e. entering into contracts on approximate quantities
and cost and ensuring the parties against any variations.

135. The Committee on Plan Projects in their Report
(1962) on Public Works Administration has recommended
the adoption of lump sum system of contracts as it leads
to speedier completion of works and reduction in contrac-
tual problems. The Heavy Electricals, Bhopal in their com-
prehensive completion Report has also observed that item-
rate tenders are very risky in the hands of inexperienced
contractors and engineers. Representatives of the Ministries
stated that the lump sum contracts were better.

Contracts on 136. The entering into item-rate contracts indicates
lump sum 00 the details and quantities of works required to be

basis . .

m;. ’ executed have not been worked out. It is recognised that
the lump sum contracts are the best. The Committee recom-
mend that the public undertakings should enter into con-
tracts on lump sum basis as far as possible.

&T:m,” 137. The table on the next page shows the number of

otherthan cases in which tenders other than the lowest have been

::f,';’:::;_ «actepted and contracts awarded without calling for tenders
ing contracts in some of the undertakings.

without

calling for

tenders,
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Number Number!
of cases of cases of

of awarding
acceptance contracts
Undertaking/Project of without

tenders  calling for
other than tenders

the
lowest
I 2 3
1. Namrup Fertilizer Project . . 26 41
2. Barauni Refinery . . . 16 Nil
3. Durgapur Alloy Steel Project . 7 8o*
4. Koyali Refinery . . . 11 7
(including 2
townships)
5. Heavy Electricals, Bhopal . . 2 30
6. Bharat Heavy Electricals . . . 9 17
(including 2
townships)
7. Heavy Engineering Corporation,

Ranchi. 20 61
(including 7
townships)

8. Durgapur Ophthalmic Project 1 3

138. It would appear that there are a large number of
cases in various projects in which tenders other than the
lowest have been accepted and contracts awarded without
calling for tenders. Reasons given are inexperience of low-
est tenderer, urgency, extension of work of existing contrac-
tors, etc. These cases have generally not been reported to
the Boards of Directors of the undertakings at any stage
as they were within the delegated powers of the General
Managers or other officers. Representatives of the Ministries
agreed during evidence that it was desirable to report all
such cases to the Board.

139. The acceptance of tenders other than the lowest Need to
and award of contracts without calling for tenders is not L{Po fuck-
usual and is open to criticism. Such cases should be few Board for
and far between. All such cases should be reported to the review.
Board of Directors for their review. The Committee recom-

*At the time of factual verification, the Ministry of Steel & Mines stated
that the amount involved in these contracts was Rs. 366 lakhs only.
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mend that Government should issue necessary instructions
to the public undertakings in this regard.

Revision in 140. There have been a large number of cases in the

<ontracts.  public undertakings in which the value of contracts has been
increased after they were awarded. For instance, there
have been 43 such cases in the Sindri Fertilizer Plant, 46
in the Heavy Electricals, Bhopal and 38 in the Heavy Engi-
neering Corporation, Ranchi. In Bhilai Steel Plant addi-
tional payments made on this account amounted to Rs. 921
crores and constituted 94 per cent of the original value of
contracts.

Need to 141. The upward revision in the value of contracts in
work out such a large number of cases is another instance of inade-
fx‘:’iﬁg‘gom quate attention being paid by the public undertakings to
before the planning and programming of works. They indicate
award of  thar the works have been rushed through. This not only
contracts.  yesults in wastage but also tends to vitiate the very basis of

the contract system. The Committee recommend that as

far as possible all the detailed plans and specifications should

be worked out by the public undertakings before the award

~=my=mmes Of a contract.
e
Terms and 142. There have been unusual provisions in the con-

Conditions tracts entered into by certain public undertakings with the

of contracts. contractors. For instance, some undertakings (like Durga-
pur Steel Plant, Heavy Electricals, Bhopal, Hindustan Photo
Films Manufacturing Co.) have provided electricity and/or
water free of charge to the contractors. Similarly, Hindu-
stan Photo Films Manufacturing Company has advanced
interest free loans and the contracts entered into by Heavy
Engineering Corporation contained provisions like compen-
sation for not giving further work, etc.

143, It has been suggested to the Committee that stan-
dard terms and conditions for contracts should be evolved.
The Chairman, Hindustan Steel Limited stated during evi-
dence that it was a good idea. Representatives of the Minis-
tries felt that it might not always be possible to work to a
uniform practice but agreed to examine the matter.

Desirability 144, The grant of unusugl facilities to the contractors
of broadly -has implications on the cost of a project. It is also open
standardising ¢o public criticism. It is therefore desirable that terms and
Lﬁﬁﬁo;',‘d conditions of contracts should be broadly standardised for
of contracts. guidance of the public undertakings. Any variations in the

standard terms after they have been prescribed should be

brought to the notice of the Boards of Directors for review.
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LAND ACQUISITION & OTHER MATTERS
A. Assessment of Land Requirements and Utilisation

145. The table below shows the land acquired/to be
acquired by certain major projects and allocation thereof as
‘between the factories and the townships:—

A

Total Allocation
Project land
' acquired
orfto be Factory Township
acquired
(Acres) (Acres)
1. Steel Plants : '
(a) Durgapur . 16,940 " 6,000 10,942
gb) Bhilai . . . 20,5Q7 10,890 9,617
¢) Rourkela . 19,561 8,388 11,177°
(d) Bokaro . . 36,830 n.k. n.k.
2. Refineries :
(a) Gauhati . 510 410 100
(b) Barauni . . . 1,700 1,250 450
(c) Koyali . . . 1,800 1,350 450
3. Feruliser Plants :
§a) Sindri . 6,156 748 " 5,408
b) Nangal "3,690 500 1,989
(excludmg surplus)
(¢) Trombay . 825 537 288
(d) Gorakhpur . 1,017 667 350
(e¢) Namrup . 392 417
4. Drugs and Pharmaceuticals Plants :
(a) Rishikesh . 900 690 210
(6) Hyderabad . 800 620 180
(¢) Madras . 200 110 90
5. Heavy Electricals:
(a) Bhopal ‘ 6,400 755 5,645
(b) Hyderabad . 6,748 6,248 500

146. Thus it would appear that the land requirements rand re-

vary widely among projects in the same industry:

In the ?ulmenu

case of steel plants it ranges from 16,940 acres at Durgapur '°f
to 36,830 acres at Bokaro. The area earmarked for factory
ranges from 6,000 acres at Durgapur to 10,890 acres at

Bhitai.
53
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m;ﬂh 147. In contrast to this, the areas occupied by the stee!
countries, WOrks of even higher capacities in foreign countries is far-
less, as would be evident from the following instances:—

Steel works Area in Capacity
acres M/T

Richard Thomas Baldwins Spencer work

(U.K) . 1700 40

Dunkirk (U.K.) . . 1860 6-0

United Steel Gary (U.S.A.) 2400 72

Kawasaki Chiba (Japan) . . 800 40

Yawata Sakai (Japan) . 600 3s

Tokai (Japan) 1000 45

Kobe Nadahama (Japan) . 195 15

Basis of 148. The Chairman, Hindustan Steel Limited stated dur-

&’:;m‘ ing evidence that the requirement of areas for the factories
ments. proper were indicated by the consultants. In addition, they
themselves provided for water supply arrangement, marshal-
ling yard, railway siding, etc. and the expected expansion.
He, however, admitted that it was not right to acquire land
ten or fifteen years in advance. Representatives of the Minis-
tries stated that the total area of plants within the perimeters
of the three steel plants (Rourkela, Durgapur and Bhilai)
was 4124 acres and that fairly large areas had been acquired
for expansion. The requirements for Bokaro were likely to
be revised downward on receipt of the Detailed Project

Report from the consultants.

149. The Committee regret to observe that the land
Land requi- . . . .
remcnmor requirements for factories in most of the public undertakings
factories not hgve not been assessed in a proper and systematic manner.
assessed T h . h b k . d f .
properly. 00 much margin has been kept for expansion an: airly
large areas in excess of requirements have been acquired and
are lying unu:ilised. In the case of three steel plants alone,
such areas are as much as 21154 acres. In this connection
para 156 of the Report may further be seen.
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150. The table below shows the average number of dwel- t[r'ndin“ﬁ‘“"
ling units in an acre (on the basis of total area) in the town- .ﬁ:., town

'ships of certain undertakings:—

Total Number Average

area of houses number

Undertakings Township (Acres) built/ of dwell-
proposed ing units
to be in an acre

built (gross)

1. Fertiliser Corpo- (a) Sindri 5,408 5,502 10

ration of India (b) Nangal 1,989 2,254 I‘I

Ltd. (¢) Namrup 417 900 2-1

2. Hindustan Steel éa) Durgapur 10,940 15,000 1°4

Lud. b) Rourkela 11,177 15,040 12

(¢) Bhilai 9,617 21,297 2°2

3. Heavy Engineer- Ranchi 5,390 16,000 30
ing Corporation

Ltd.

Thus it would appear that the average number of dwel-
ling units in an acre ranges from 1 to 3.

151. The Committee on Plan Projects in their Report Norm laid
(May, 1963) on Industrial Townships had recommended down by the

that the following residential densities should be obtained E.:";,‘,T.{““
in the townships:— Projects.

(a) Sector density—14 to 20 dwelling units per acre.

(b) Township density—9 to 12 dwelling units per
acre.

152. It was admitted by the Managing Director of
Fertiliser Corporation of India and the Chairman, Hindustan
Steel during evidence that the land utilisation in their town-
ships had been on a lavish scale. The latter also stated that
certain sectors in the townships of steel plants were lying
unbuilt and that in the expansion programme they were try-
ing to provide greater concentration of dwellings in an acre.
Representatives of the Ministries stated that the Committee
on Plan Projects’ Report had been circulated to the public
undertakings but it had not been ensured whether the speci-
fications and standards laid down therein were being followed
by the undertakings.
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153. The Committee are constrained to observe that
neither Government nor the public undertakings have given
proper attention to the efficient and economical use of land
in the townships. The layouts of the townships
are sprawling resulting in high expenditure on roads,
streets, lighting, transport, sewerage and maintenance,
apart from hampering  agricultural  production by
keeping the land unutilised, Had the norm of a
minimum of nine dwelling units per acre been followed
from the beginning, as has now been suggested by the Com-
mittee on Plan Projects, about 6,500 acres of land could
have been saved at Sindri and Nangal alone. It is surpris-
ing that even after the Report of the Committee on Plan
Projects was published in 1963, no attempt was made by
Government to ensure that the recommendations made
therein were followed by the public undertakings in actual
practice. The Committee recommend that Government
should issue instructions to the public undertakings to adhere
to the norms laid down in the Report of the Committee on
Plan Projects. The Committee further suggest that the feasi-
bility of constructing multi-storeyed buildings by the public
undertakings should also be considered.

154. In some public undertakings a part of the acquired
land has been surrendered subsequently as the following
instances would show:— '

Land surrendered

(i) Nangal Fertilizer Plant 1000 acres
(ii) Heavy Electricals Projects Tiruchira- 1284 acres
palli.

155. The Managing Director of Fertiliser Corporation
of India stated during evidence that they had to surrender
the land at Nangal as they had no immediate need for it.
In returning the land to original owners the Corporation
suffered a loss of over Rs. 5 lakhs as under the rules they
could not recover 15 per cent solatium which was paid
originally.

156. The acquisition of land in excess of requirement
and its subsequent surrender at a loss by certain undertakings
(like Nangal Fertiliser plant, etc.) is another cxample of
waste and lack of proper care and planning. In many other
projects excessive land has been acquired and is lying un-
utilised. It needs no emphasis that the land requirements
should be initially determined in a proper and planned
manner after taking into account the immediate needs as
well as keeping a suitable margin for foreseeable expansion
of plants and townships, needs of ancillary industries, if any.
The Committee recommend that Government should lay
down suitable guiding principles for proper assessment of
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Iar;;i requirement for public sector projects without any
delay.

157. The Committee discussed the advisability of leas-
ing out surplus land temporarily for agricultural and other
purposes. While the representatives of the Ministries
favoured the idea, the Chairman, Hindustan Steel Ltd. stated
that they had to be very cautious in view of the difficulty of
the cultivators getting the occupancy rights, etc.

158. The Committee feel that in view of the food short- Desirability
age in the country it would be desirable if the land which °f }ssin
has been acquired for expansion and is not being used, is P purpius

quire p g , IS land.
leased out temporarily for cultivation. Such an arrange-
ment would provide some income to the undertakings, besides
augmenting agricultural production. When leasing out such
land preference should be given to persons displaced from
that area. Representative of the Ministry have stated that

they would welcome it.
B. Acquisition Difficulties

159. Land for the public sector projects has been ‘acquir-
ed either under the Land Acquisition Act, 1894 or under the
respective State Laws and Rules. The acquisition has been
done through the State Governments concerned on request
either from the Central Government or the public under-
takings. In 1963, the Central Government framed the Land
Acquisition (Companies) Rules under which the public
undertakings are required to start private negotiations with
the land owners.

160. Several public undertakings have experienced and Several un-
continue to experience delays and difficulties in the acquisi- ocrereated
tion of land leading not only to high costs but also to delays delays and
in the commissioning of projects. A few instances are cited fn‘ﬂf::c{tg
below:— quisition.

(i) Heavy Engineering Corporation Ltd., Ranchi.—
Delay of over two years in taking possession of
land; cost of land increased by Rs. 1:92 crores.

(ii) Fertiliser Corporation of India Ltd.—Delay of
about two years at Gorakhpur; completion of
project delayed.

(iii) Hindustan Steel Ltd—Undue delay in execu-
tion of agreement at Rourkela; Acquisition by
private negotiation challenged at Bhilai.

(iv) Bokaro Steel Company Ltd.—-Earlier Notifica-
tions issued in 1961 and 1963 cancelled due to
legal, procedural and practical difficulties.
Under fresh notifications issued in 1964 higher
price being paid for about 9000 acres or land.
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161. These delays and difficulties are mainly due to the
following factors:—

(i) Legal lacunae under the Land Acquisition Act,
1894 and the Rules framed thereunder i.e., the
Land Acquisition (Companies) Rules, 1963.

(ii) Procedural delays in issuing notifications, pro-
cessing acquisition proceedings, award and pay-
ment of compensation, execution of agreements,
etc.

162. The Chairman, Hindustan Steel Ltd. stated during
evidence that the main difficulty was that under the Land
Acquisition (Companies) Rules, 1963, when the land was
acquired other than for the use of Government, the price
had to be settled by private negotiations which created serious
difficulties. In his opinion the solution lay in either the Cen-
tral Government or the State Government acquiring the land
for themselves and thereafter giving it to public undertakings
on a long-term lease. Representatives of the Ministries
admitted that the land acquisition problem had continued to
be very difficult. They stated that a Committee had been
appointed under the Chairmanship of Prof. M. S. Thacker
to go into the question of land acquisition for housing schemes
and that the difficulties experienced by public sector projects
would be placed before that Committee.

163. The Committee regret to observe that though delays
and difficulties in land acquisition have been a recurring
feature with the public undertakings for a long time, Gov-
ernment have not taken expeditious action to remedy them.
The problem calls for fresh studies in the light of the actual
experience of the public undertakings and in co-operation
with the State Governments. They trust that the Thacker
Committee will streamline and simplify the procedures so as
to obviate delays and difficulties in this regard in future. The
advisability of the Central Government or the State Govern-
ments first acquiring the land for themselves and then trans-

. ferring it to the public undertakings or leasing out on a long

term basis may also be examined.

164. The price of land acquired by public undertakings
has also varied widely. In some cases, a very high cost has
been paid, as would be evident from the following in-
stances:—

(i) The Oil & Natural Gas Commission acquired
130 acres of land at Rs. 58,750 per acre for
housing colony at Sibsagar (Assam). For
Gauhati refinery land has been acquired at
Rs. 10,000 per acre.
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(ii) The Hindustan Steel Ltd. acquired land for
Ranchi township at an average cost of Rs. 16,048
per acre. The cost of land acquired by Heavy
Engineering Corporation ranges from Rs. 2,180
to Rs. 5,250.

(iii) The Fertiliser Corporation of India acquired
some land for Trombay project at Rs. 20,000
per acre. At Nangal the price of land increas-
ed from Rs. 24 lakhs to Rs. 81 lakhs due,
inter-alia, to payment of enhanced compensa-
tion to even those land owners who had not
appealed against the original award of Land
Acquisition Officer.

165. The representative of Oil & Natural Gas Commis-
sion admitted that the cost of land paid at Sibsagar was
exhorbitant. He also stated that they had no alternative as
under the present Law the buyer could not appeal against the
award of the Land Acquisition Officer. The Managing
Director, Fertiliser Corporation of India stated that
in all cases they got an advance estimate of the
cost of land from State Governments but the actual
payments depended not only on the award of Land
Acquisition Officer and the court but the “behest of
the executive Government.” He stated that at Nangal the
price was originally settled at Rs. 1,400 per acre between
him and the then Chicf Minister of Punjab. Afterwards
the tenants agitated against the price and on Chief Minister’s
advice some of them went up on a test appeal. On their
succeeding in appeal, compensation was paid to all the land
owners (including those who had not appealed) in accord-
ance with an understanding between him and the Chief
Minister of Punjab, with the approval of the Central Gov-
ernment. Regarding Ranchi, the Chairman, Hindustan Steel
stated that originally the idea was that the land would cost
about Rs. 8 to 10 thousand per acre. But a party went to
court and the Sessions Judge, acting as an arbitrator raised
the price to Rs. 30,000 per acre. Even the State Govern-
ment considered this price to be exhorbitant and on their
behalf had gone in appeal to the High Court.

166. Evidently, the estimates regarding the cost of land Need for
given by the State Governments in the beginning have proved fa;?%’;igs.
to be very low. After the decision to locate a project had
been taken the prices had increased due to various reasons.

This not only led to acquisition delays but also increased the
cost of projects. It is therefore necessary to undertake a
study of land costs in various projects find ways and
means by which the prices could be limited W a ceiling in the
beginning. It may also be desirable to rectify the present
lacunae in the existing law regarding appeal by the project
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authorities against the award of the Land Acquisition Officer..
The representatives of the Ministries have agreed to under-
take the necessary study and place the difficulties before the
Thacker Committee referred to in paragraph 162 above,

%“&9’! a1 . 167. The Committee note that there have been devia-
assurences | tions from the original assurances given by State Govern-
given by ments in regard to land, power, water etc. in respect of a

Sute Gov-  nymber of projects, particularly the following:—

ernments,
(i) Indian Oil Corporation Ltd—For Gauhati &
Barauni Refineries, the State Governments
originally promised to give land free of cost.
Later on, it was. decided to. convert the cost of
lind borne by State Governments into cquity
shares,

(ii) Cochin Refineries Ltd.—Originally State Gov-
ernment promised to give free land. Later on,
Company agreed to buy land from State Gov-
ernment to meet Government of India’s wishes.

(iii) Heavy Engineering Corporation Ltd.—Original-
ly understanding with State Government was that
land at Ranchi (both for factories and town-
ship) would be given free. Later on, the Com-
pany had to purchase land for township at a
considerable cost.

168. Representatives of the Ministries stated that there
had been some departures but that by and large the State
Governments had fulfilled their promises.

?I:::llmume 168. It appears that departures from original assurances
terms with _ may have been due to lack of clear understanding with the
state Gov-  State Governments. It is therefore necessary that all the
emments.  torms regarding land, water, power, etc. should be clearly

settled at the time of determining the location of the projects.

Rehabilita- 169. The rehabilitation of families displaced on account

tdonof  of acquisition of land for the projects is the responsibility

fumilies dis- of the State Governments. In the following cases, however,

wition  the public undertakings have either arranged the rehabili-

of land. tation of such persons or incurred considerable expenditure
in connection therewith:—

(i) Neyveli Lignite Corporation—Rehabilitation
arranged by Corporation at a cost of Rs. 9:95
lakhs in the forest area given free by State Gov-
ernment.

(ii) Fertfser Corporation of India—

(a) At Nangal the Cororation acquired an area
of 151G acres at a cost of Rs. 2°14 lakhs and
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contributed another amount of Rs. 1-34 lakhs
for amenities (total Rs. 3-48 lakhs). Actual
resettlement done by State Government.

(b) At Sindri Rs. 25,000 paid for resettlement.

(iii) Rourkela Steel Plant—The plant had to bear half
of the cost of resettlement amounting to
Rs. 15:42 lakhs.

170. The Managing Director, Fertiliser Corporation of
India stated during evidence that at Nangal they incurred the
expenditure as a special case because of the many conces-
sions extended to them by the then Chief Minister of Punjab.
Regarding Rourkela, the representative of Hindustan Steel
stated that the State Government was not agreeable to
the transfer of ownership of the land unless the undertaking
bore the entire resettlement cost of displaced persons.
Eventually a compromise formula was arrived at between the
State and the Central Governments that resettlement cost
should be borne half and half by Hindustan Steel Limited
and the State Government. Representatives of the Minis-
tries admitted that once thg compensation for land had been
paid by the public undertakings they should normally have
nothing to do with rehabilitation. However, quite often
compensation did not meet the needs of rehabilitation fully
‘and some understanding had to be reached with the State
Governments in some cases.

171. The Committee, while appreciating the difficulties, Need 1o
feel that once the compensation for the land has been paid ":’ig”"
the projects should not be burdened further on that account. :.m‘“,,ﬂq.
If any additional expenditure becomes necessary on rehabili-
tation it should be borne by the Central or the State
Governments. They would recommend that some guiding

principles should be laid down by Government in the matter.

They would, however, urge that while recruiting persons
for posts in the lower categories in the public undertakings
preference should be given 1o persons displaced from the
areas acquired for the projects.

C. Reduction in construction costs

172. For economy and efficiency in the construction of
major projects, the Third Five Year Plan in 1961 envisaged
that each major project should establish a cost reduction unit
as a part of the construction organisation under the exclusive
control of the Chief Engineer of the project. The functions
of such a unit would be to carry out work studies, continuous-
ly analyse factors effecting costs, recommend suitable adjust-
ments from time to time in materials, techniques, procedures
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and organisation, evaluate the results of such adjustments

"and keep a watch on the progress in achieving economies in

construction costs.

173. This suggestion was reiterated subsequently in 1962
by the Planning Commission in its Memorandum on ‘Reduc-,
tion in cost of major construction projects’. In addition the
following specific suggestions for economy in building costs
were made in that Memorandum:— .

(i) Discontinuance of the construction of ‘prestige’
- buildings.

(ii) Construction of multi-storeyed buildings and
economy in land utilisation;

(iii) Adoption of designs for building strictly accord-
ing to functional requirements including austerity
standards, type designs, standard plinth areas,
etc.;

(iv) Improving structural efficiency by rationalisagion.

(v) Avoiding or reducing the use of costly materials
in short supply.

(vi) Using local materials to the maximum extent pos-
sible.

. (vii) Planning in advance for the procurement of
materials and for site management.

174. The Committee note that cost reduction units have
not been set up by most of the public undertakings. They
were informed by the representatives of the Oil & Natural Gas
Commission, Fertiliser Corporation of India and Hindustan
Steel that the Ministries concerned did not bring the sugges-
tions made by the Planning Commission to the notice of
the undertakings. The Committee recommend that Govern-
ment should issue necessary instructions now and ensure their

“implementation.

D. Building Research

175. Three institutions* under the Central Government
and eight under the State Governments are engaged on
Building Research in the country. It is understood that
though considerable work has been done in this field,
little has yet been done towards application of that research.
For instance, the Central Building Research Institute has,
developed under-reamed pile foundation process suited to

* The three Central Institutes in the field of Building Re-
search are the Central Building Research Institute, Roorkee,
Research Resigns and standards oreanisation set up by the
Ministry of Railways at Lucknow, Engineering Research wing
of the College of Military Engineering, Kirkee.
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avoid cracks in buildings. Similarly they have developed
economical type layouts for various categories of industrial
houses. These have not yet been brought to the notice of
and utilised by the public undertakings.

176. Representatives of the Ministries stated during
evidence that the results of research were being widely
circulated but they could not say to what extent the actual
utilisation had taken place. Moreover it was for public
undertakings to contact the research organisations and take
advantage of the research.

177. It is regrettable that while large amonunts of money Need to
are being spent on Building Research in the country no arply results
serious attempt has been made by the public undertakings to f;‘e’“m‘i‘l’,‘n’
apply the results of research in their construction works. It )
was not enough to have left it to the individual undertaking
to contact the research organisaiions as they would be
hesitant to initiate the new techniques. The Committee
consider that Government should have taken the initiative
and ensured that the results of research were put inio practi-
cal use by the public undertakings. They trust that this will
now be done by Government.



X
CONCLUSION

178. As model employers, it is necessary for the public
undertakings to provide housing, medical, educational and
other facilities for their employees, particularly in places
where such facilities are not available. But the
examination has revealed that much avoidable expendi-
ture has been incurred in providing these facilities
and there is scope for economy in this regard. In
the absence of proper norms and standards, the scales
of accommodation have been on the high side. Expenditure
on utility services and other facilities has been lavish.
The layouts of the townships are sprawling resulting in
high expenditure on water, power, sewerage, roads and
maintenance. In many cases houses have been built in
excess of requtrements Business prudence required that
the construction of townships should have been phased and
related to the actual needs as they arise from time to time.
Most of the undertakings have not availed of the financial
assistance from the State Governments and other specialised
agencies for their housing, educational and medical facilities
which would have consxderably reduced their burden. The
Committee are constrained to observe that the public under-
takings have not been adequately cost-conscious.

179. The Committee noticed various shortcomings in the
planning and construction of the factory buildings and other
civil works. Some of the important ones are:

(i) Inadequate soil investigations.

(ii) Inadequate planning regarding purchase and
use of construction equipment.

(iii) Delays and difficulties in the procurement of
construction materials.

(iv) Delays and difficulties in land acquisition.

(v) Enormous delays in the construction of factory
buildings resulting in the plant, machinery and
manpower being kept idle.

64
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180. The Committee are concerned to note that delays
and difficulties of the above types continue to recur in most
of the public undertakings. If the experience in the execu-
tion of projects for more than a decade had been pooled, it
should have been possible to plan the projects better and
.execute them speedily and economically. Unfortunately
this has not been done. There is also no indication that
these aspects of the public undertakings are receiving
«adequate attention. The instructions issued by the Minis--
try of Finance in 1960 regarding housing standards in public
sector projects were not followed. The valuable suggestions
in the Reports of the Committee on Plan Projects and in the
Third Five Year Plan itself aimed at economy and efficiency
in construction remain largely unimplemented. The Com-
mittee feel that a stage has come when Government should
pool the experience gained, issue suitable instructions to the
public undertakings and ensure their implementation.

PANAMPILLI GOVINDA MENON,
Chairman,

Comnmittee on Public Undertakings.
NEw DELHI;
May 2, 1965.
Yaisakha 12, 1887 (S).
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APPENDIX I
(Vide Para 4)

List of Public Undertakings covered in the examination

»

Name of the U;(Vl.e;takings‘ and its Remarks
Registered office
2 3

Air India, Bombay.

Ashoka Hotels Ltd., New Dzlhi.
Hindustan Aeronautics Ltd., Bombay.
Bharat Electronics Ltd., Bangalore.

Bharat Heavy Electricals Ltd.,
New Delhi.

Bokaro Steel Ltd., Calcutta. No Township, DPR
: not yet finalised..

‘Cochin Refineries Ltd., Ernakulam.
Damodar Valley Corporation, Calcutta,

Fertilisers & Chemicals Travancore Ltd.,
Alwaye.

Fertiliser Corporation of India Ltd.,
New Delhi.

Garden Reach Workshops Ltd., Calcutta. No Township..
Heavy Electricals Ltd., Bhopal.

Heavy Engineering Corporation Ltd.,
Ranchi.

Hindustan Antibiotics Ltd., Pimpri.

Hindustan Cables Ltd., Rupnarainpur,
* (West Bengal).

Hindustan Housing Factory Ltd., New Delhi. No Township..
Hindustan Machine Tools Ltd., Bangalore.

Hindustan Insecticides L@., Delhi.

Hindustan Organic Chemicals Ltd., Bombay.

Hindustan Photo Films Manufacturing
Co. Ltd., Ootacammund.

Hindustan Salts Ltd., Jaipur.
Hindustan Shipyard, Visakhapatnam.
Hindustan Steel Ltd., Ranchi.

66



67

2

24,
25.

26.
27.
28.
29.

31.
32.
33.

34.
35.

36.
317.

4

39.
40.

41.

42.

Hindustan Teleprinters Ltd., Madras.

Indian Drugs & Pharmaceuticals Ltd.,
New Delhi.

Instrumentation Ltd., Jaipur.

Indian Oil Corporation Ltd., Bombay.
Indian Rare Earths Ltd., Bombay.

Indian Telephone Industries Ltd., Bangalore.
Life Insurance Corporation of India, Bombay.
Mazagon Dock Ltd., Bombay.

Manganese Ore (India) Ltd., Nagpur.

National Coal Development Corporation Ltd.,

Ranchi.
National Instruments Ltd., Calcutta.

National Mineral Development Corpo-
ration Ltd., New Delhi.

National Newsprint and Paper Mills
Ltd., Nepanagar (M.P.).

Neyveli Lignite Corporation Ltd.,
Neyveli (Madras).

Qil & Natural Gas Commission, Dehra
Dun.

Praga Tools Corporation Ltd., Secunderabad

Pyrites & Chemicals Development Co.
Ltd., New Delhi.

State Trading Corporation of India Ltd.,
New Delhi.

Travancore Minerals Ltd., Quilon.

No Township.

No Township.

-do-

No Township.
Took over
running
concerns.
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oI XION3ddV
(Vide Para 62)

Ministry of Finance O.M. No. 1068/SF /60 dated 23-3-1960

as subsequently modified vide their O.M. No. 14(16)/60-W

dated 29-8-1963 addressed to all Ministries of the Govern-
ment of India, etc.

OFFICE MEMORANDUM
SUBJECT: Industrial Housing in the Public Sector.

The question of policy regarding the houses to be pro-
vided for various projects in the public sector has been con-
sidered in the Committee of Economic Secretaries and cer-
tain broad principles have been decided upon in the interest
of economy. The reduction in cost can principally be secur-
ed by ensuring that the standards of accommodation while
adequate, arc kept down as far as possible. Apart from the
capital investment in housing, the projects would also have
to incur recurring cost to the extent that the rents charged
are lower than the reasonable return from the capital invested
in housing. This difference between the rent charged and
the reasonable return from such capital investment is in the
nature of a concealed subsidy which should be kept as low
as possible.

2. The following conclusions have been arrived at in
respect of the scales of accommodation, the extent of cover-
age, that is, the number of houses vis-a-vis number of employ-
yees, the investment of private capital in housing and other
related matters.

I. There should not be more than six types of quarters
that may be constructed corresponding to the various pay
ranges:—

Type Plinth Pay range (p.m.)
area
) 2 3
sft.
1 365 Below Rs. 110.
11 400 Less than Rs. 200/- but not less

than Rs. 110.

III 600 Less than Rs. 400/- but not less
than Rs. 200/-.

76
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1 2 T3
v 900 Less than Rs. 850/- but not less
than Rs. 400.
A% 1500 Less than Rs. 1600 but not less
than Rs. 8s0.
V1 Main Bldg. 2100
for servants 240 pRs. 1600 and above.
& garage. 225

Having regard to the cost of construction on the basis of
ithe 6 per cent of return on the cost of construction, land and
development gnd on the assumption that rent fixed would be
subject to a ceiling of not more than 10 per cent of the emo-
Juments, the concealed subsidy in the form of difference
between 6 per cent return and the rent at 10 per cent of pay
.should work out approximately to Rs. 1500 per month for
100 assorted houses, in the proportion of say, 80 per cent
for types I—III, 135 per cent for type IV, 6 per cent for type
V and S per cent for type VI. It may be necessary to vary
the percentage of various types to suit the requirements of
individual projects, but the specifications, scales of accom-
modation, etc. should be so adjusted that:

(a) the amount of such subsidy for the said 100
houses of mixed types should, as far as possible,
not exceed Rs. 1500 per month, and

(b) the accommodation of persons drawing over
Rs. 300 per month should not normally be
subsidised.

1I. Tt is not possible to lay down the extent to which
houses should be provided for the employees by way of a
percentage of the total number of employees since this will
vary from project to project and the decision on the point
-‘would largely depend on the overall local conditions and the
requirements of housing in the project from time to time.
‘In this connection, the Buildings Projects Team of the Com-
mittee on Plan Projects has also been asked to explore the
possibility of having small blocks of houses in the satellite
villages as the pattern of rural housing would not be an
-exact replica of industrial houses near the factories and their
total cost will be comparatively low.

II1. It may also be possible that a sector of the residential
colony could be sold out in plots to private individuals for
‘building houses, particularly near the market area. How-
-ever, it would be necessary to ensure that the development of
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this sector is subject to Town Planning Regulations. Pro-
jects may also consider whether some of the houses built by
them could be sold to their employees on the hire-purchass
system and a sector of the Housing Colony could be set apart
for such sales to workers.

3. The above conclusions would apply to all projects in
the public sector under the direct administrative control of
the various Ministries. In regard to _corporations, companies.
and other autonomous bodies managing projects, it is request-
ed that a copy of this letter may be passed on to them as well.

4. All Ministries, in particular, the Ministries of Works,
Housing and Supply, Defence, Railways, Posts & Telegraphs
and others who have to arrange constructign for Govern-
ment employees are requested to review their existing criteria
and standards of the scales of accommodation and specifica-
tions in the light of the above conclusions. It is expected
that considerable economy can result in respect of expendi-
ture on housing if the above conclusions are borne in mind.
The result of the review of their existing standards and the
new standards that they may propose to adopt may kindly
be communicated to the Ministry of Finance, as soon as the
review has been carried out.



APPENDIX IV

Summary of Conclusions/Recommendations

Serial Reference

No.

to the

Para No.

in the
Report

Summary of Conclusions/Recommendations

7—10

(a) The total capital outlay on the townships of public

undertakings is of the order of Rs. 280 crores and it
constitutes over 119 of the total investment on the
projects. The incidence of the costs of townsl'upc
on the costs of production of these undertakings is
therefore  considerable. The Committee realise
that a majority of public sector projects are located
in out of the way places and it may be necessary to
provide housing and other facilities on a somewhat
larger scale. It is also desirable that public under-
takings should aim at being model employers. Ne-
vertheless, the Committee are ectlually anxious to
ensure that public undertakings follow a balanced
approach in incurring expenditure on productive
and non-productive activities. If a substantial
portion of the investment is spent on townships
before any significant productive activity of a project
starts, as is the case at present, it adds considerably
to the overheads of an individual enterprise and
affects its profitability. Further it is also necessary
that the public undertakings do not follow standards
and scales of accommodation which may attract
ubhc criticism. All this underlines the need for
ying down suitable guiding principles, norms and
standards without any delay.

(b) The Committee would urge that pending issue of

detailed instructions, Government should impress
upon public undertakings to pay utmost importance
to economy in the matter and find ways and means
of reducing the present rate of outlay on townships.

79
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11—13 The expenditure on townships of the public under-

takings ranges between 3 to 49 per cent of the invest-
ment on projects. In most cases it is 15 to 30 per-
cent. TRe Committee appreciate that it is not
possible to apply a uniform yardstick for expenditure-
on townships. But in view of the present high cests
of townships and wide variation in its percentage:
to the total investment on a project it is desirable that
Government should prescribe an upper limit for
expenditure on townships taking into account the
requirements of various types of undertakings.

The Committee are constrained to observe that the:

manner in which the provision of Rs. §0 crores was
made in the Third Five Year Plan for townships of"
public undertakings was casual. It is not correct
to provide for such expenditure in the Planinan ad-hoc
manner without working out the basis therefor.
What is more surprising is that there was an under-
standing with the Planning Commission that the:
amount earmarked for capital investment in projects,.
if unspent, would be diverted to housing. The:
Committee do not approve of diversion of funds.
meant for productive purposes to housing. They
trust that in future the Plan provision for townships
of public undertakings would be made in a realistic:
manner after assessing the requirements of the vanous
undertakings.

16—19 There are wide variations in the costs of houses buillt

by various projects. The average cost per dwelling
unit in most of the wundertakings has ranged
between Rs. 11,000 to Rs. 27,000. The cost of the
highest type of bungalow constructed for high
officials 1n certain undertakings has ranged
from Rs. 1-03 lakhs to Rs. 1-75 lakhs. Apparently
the present costs of houses particularly of higher
categories, built by public undertakings are high..
An expenditure of Rs. 1 lakh to 1-75 lakhs on a single
bungalow is indefensible from a commercial stand-
point much less from the general point of view. of the
country’s economy. The Committee, recommend
that the plinth areas for higher categories of houses.
may be reviewed and ceilings on cost for various
gatggoms of houses laid down at least on a regional
asis.

Most of the public undertaki:gs have not taken

advantage of the Subsidis Housing Scheme
for Industrial Workers under which financial
assistance to the extent of 759% (25% as
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outright subsidy and 509% as loan) of the cost of
houses for workers drawing pay upto Rs. 350/~ per
month is admissible. It is surprising that nclthcr
the administrative Ministry nor the Finance Ministry
brought this scheme to the notice of the public under-
takings and insisted on their availing of the assistance.
On the other hand the scales and standards of accom-
modation fixed by Government in 1960 for public
sector projects were higher than those prescribed
under the Scheme, thus making it impossible for

©  the public undertakings to avail of the assistance.
The proper course would have been to review the
scales and standards of the Subsidised Housing
Scheme and to bring them on par with those pres-
cribed in 1960 for the public sector projects. This
was, however, not done and the public undertakings
were placed at a handicap. The Committee recom-
mend that Government should now review the position
s0 as to enable the public undertakings to avail of the
assistance under the Subsidised Housing Schemuc.
Since funds for this Scheme are made
available by the Central Government, it is but proper
that public undertakings should get this assistance
direct from the Centre rather than through the agency
of the State Goverments.

31 (@) The expenditure on utility services (1. e. water,
power, sewerage and roads) in the townships of
public undertakings varies very widely and ia
on the high side. The Committee recommend that
Government should undertake a study of the costs
and scales of services in the townships of public under-
takings and lay down suitable norms and standards
therefor.

(b) They further suggest that a ceiling on the super-
vision charges during construction, which in some
cases have been as high as 139, of the outlay on town-
ships, should also be fixed.

35 The provision of hospital facilities by public under-
takings in places where these are not available is a
step in the right direction. The Committee are how-
ever, of the view that to begin with, hospital facilities
should be provided by the undertakmgs on a modest
scale and they should be gradually developed to
meet full requirements. Instead of following this
salutary principle of phasing the provision of hospital
facilities, most of the undertakings have provided
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10

36

42

them on a liberal scale from the very beginning resul-
ting in high capital and recurring expenditure. The

ittee recommend that in the light of these
remarks, Government should look into the matter
and prescribe the stages, extent and the manner in
which hospital facilities should be provided by the
public undertakings.

The Committee understand that certain public under-

takings (like Fertilisers & Chemicals Travancore Ltd.
& Natural Gas Commission) have introduced con-
tributory health service schemes under which they
are getting contribution from the employees for the
provision of medical facilities. The Committee sug-
gest that the feasibility of introducing similar schemes
in all the public undertakings may be examined by
Government.

It is regrettable that though most of the public under-

takings have been paying considerable amount of
contribution under the Employees’ State Insurance
Scheme, they have not taken advantage of the assis-
tance available under it. Even in cases where the
scheme has been extended, the amounts of contribu-
tion paid by the undertakings are much more than the
benefits derived by them. It appears thut the em-
ployees in public undertakings are in receipt of benefits
similar or superior to those available under the scheme.
Further the scheme covers only ‘factory workers’
drawing wages upto Rs. 400/- per month. For all other
employees, the public undertakings will have to make
their own hospital arrangements, even after the Scheme
is extended to them. It therefore needs considera-
tion whether the Employees’ State Insurance Scheme
should be applicable to the public undertakings
and they should be called upon to contribute to the
scheme, in addition to the expenditure on their own
facilities. The Committee recommend that Govern-
ment should examine the matter in the light of the
prevailing position.

45-46(a) As public undertakings have to run on a commercial

basis, it is not advisable for them to incur heavy
capital and recurring expenditure on providing educa-
tional facilities which is the responsibility of the
State Governments under the Constitution. The
most that the undertakings should do is to construct

. buildings at a reasonable cost and to meet recurring

expednditure from the asistance obtained from the

- State Governments and fees from the pupils.

e ——m o m———
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It would, however, be desirable if the provision of
educational facilities is settled with the State Govern-
ments at the time of deciding on the location of the
projects in a State. The Committee recommend
that Government should look into this matter and
evolve a suitable pattern for the provision of educa-
tional facilities in the public undertakings.

They would further suggest that in places (like Ranchi,

Durgapur, Bangalore, etc.) where more than one
undertaking is located, the. feasilbility of providing
common educational facilities at Secondary and Higher
stages and hospitalisation and special treatment facili-
ties should also be considered, as it would enable the
undertakings to provide better facilities at a lesser
cost.

The costs of recreational facilities (like clubs, communi

centres, auditorium, play-grounds, parks etc.), as well
as of shopping centres and other public utility build-
ings provided by the public undertakings in their
townships are also on the high side. The Committee
recommend that Government should devise norms and
standards for recreational and other facilities and im-
press upon public undertakings the need for economy
in these matters.

50 It is surprising that the instructions issued by the

Ministry of Finance in regard to the extent of subsidy
for housing in the public sector projects are not being
followed by the public undertakings. The Committee
trust that Government would look into the matter
and ensure that the amount of concealed subsidy in
twonships of public undértakings is kept within the
prescribed limits.

53 Even in cities like Bombay, projects have provided

accommodation for the staff on an extensive scale.
For example, the Trombay Fertiliser project has pro-
vided accommodation for 97%, staff as against 219, by
the Air India. Evidently the accommodation pro-
vided in some cases is on a scale larger than necessary.
The present fluidity in the provision of accommoda-
tion for the employees of the public undertakings
is not conducive to economy in the cost of construc-
tion of townships. The Committee recommend
that Government should lay down the percentage of
staff for whom accommodation should be provided




84

14

IS

16

by the public undertakings in the beginning having
regard to the proximity of projects to any towns or
cities.

56 Public undertakings have not properly phased the

construction of houses required for their employees.
To invest large sums of money on housing in the
beginning results in avoidable waste. It also affects
adversely the profitability and cost of production of
the undertakings. It is imperative that undertakings
should manage with a minimum number of houses
in the beginning and increase their number later by
meeting the expenditure from their earnings to the
extent possible. It may also be examined whether
sharing of accommodation would be feasible, as is
allowed by the Central Government at Delhi. The
Committee recommend that Government should lay
down suitable guiding principles in this regard.

5§9 To construct permament houses with a life expectancy

of 50 to 100 years at places where the operations of
the public undertakings are likely to last for 20 to 25
years only is wasteful. It is surprising that neither
the Government nor the public undertakings con-
cerned gave any consideration to this matrer for so-
long. The normal thing in such cases was to go
in for semi-permanent or temporary structures lasting
for 20 to 25 years as is done by the collieries in the
private sector. Had this been done, it would have
been possible to effect considerable savings in capital
costs in Ankleshwar and Cambay oil/gas fields. The
Committee trust that Government would ensure
that in future the public undertakings like the Oil
and Natural Gas Commission, National Coal Deve-
lopment Corporation, etc. suitably modify the speci-
fications of accommodation so as to relate its life to
that of the assets.

In a planned and rapidly developing economy, like:

ours, there are bound to be various compleling demands
on the public resources. The provision of houses in
public undertakings is no doubt necessary but more
urgent is the need to utilise the available resources.
for increasing their productive capacity. It is,
therefore, desirable that investment on housing
should be kept as low as possible. One way of doing
so would be by resorting to cheaper structures of
semipermanent type with a life expectancy of 20 to 30
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years. Apart from economy, this would enable the.
public undertakings to construct houses according
to the changing pattern and ideas. The Committee
recommend that the economics of putting up such
houses should be thoroughly got examined by Govern-
ment, if necessary in collaboration with the National
Buildings Organisation and the Central Building
Research Institute.

64 It is regrettable that the Ministry of Finance did not

ensure that the proposal of satellite villages was
pursued. In the view of the Committee such a
scheme would not only result in economy but also
be in the interest of rural development and better-
ment of the surrounding villages. They are streng-
thened in this view by the fact that such an arrange-
ment obtains in foreign countries also. The proposal
of satellite villages, therefore, deserves serious consi-
deration. The Committee trust that Government
would have it examined in detail and issue specific.
instruction to the public undertakings.

It is to be expected that the suggestions made by Go-
vernment are acted upon by the public undertakings.
Strangely none of the undertakings has made any
attempt to implement the suggestions regarding the
sale of plots to private parties or houses to the em-
ployees. The Committee trust that Government will
have the matter re-examined in the light of the pre-
vailing position in private sector undertakings and
issue suitable instructions for observance by public
undertakings.

The Committee regret to observe that the public under-
takings have followed very liberal scales of accommo-
dation particularly for the higher categories of their
employees. No proper standards were fixed by Govern-
ment 1n this regard till 1960. In the absence of any
direction from the beginning to adhere atleast to
Government scales, the public undertakings appear
to have fixed their own standards of accommodation.
What is more surprising is that the scales of accommo-
dation prescribed by the Ministry of Finance in
1960 are also not being followed by all the public
undertakings. It is to be expected that the standards
once fixed by Government are strictly adhered to by
the undertakings. The Committee hope that the
newly set up Bureau of Public Enterprises would,
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look into such matters and ensure that all instruc-
tions issued by Government are complied with by
the public undertakings.

78 It is desirable to lay down two or three alternative
standard designs for various categories of houses on
a regional basis 80 as to have variety while ensuring
maximum economy. The Committee recommend
that this should be done.

81 (a) It may be desirable to invite competitive tenders for
the plans and designs of townships from the various
architects so as to secure both economy and suit-
ability to local needs. In that case it is not necessary
for the undertakings to set up their own elaborate
Architect and Town Planning Organisations with
attendant difficulty of retrenchment of staff later on.
The Committee recommend that Government should
examine the matter and issue suitable instructions
to the public undertakings.

(b) They further suggest that the desirability of prescribing
standard schedules of rates for private architects may
also be considered.

84 The Committee feel that the present level of expengiture
on the hostels in the public undertakings is high
and it needs to be brought down by laying down
suitable norms and standards. The feasibility of
using residential flats temporarily as hostels for meeting
the needs of foreign expérts, as has been done at the
Koyali refinery, may also be examined.

86-87 (a) The present practice of meeting the entire cost of town-

ships from out of the capital provided for the exe-
cution of the projects is neither sound nor in con-
sonance with prudent commercial practice. It results
in the over-capitalisation of the projects and renders
the evaluation of their performance or comparisons
with other similar undertakings unrealistic. The out-
lay on townships should normally be met from loans,
internal resources and subsidies. The Committee
recommend that the matter may be examined by
Government and a suitable pattern of financing the
out}azd on townships of the public undertakings
evolved.

(b) It is also desirable that the estimates of cost of town-
ships should be shown separately while seeking
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approval of Parliament for investment in public
undertakings. The expenditure incurred on town-
ships should also be shown separately in the Annual
Accounts of the public undertakings.

The entire cost of maintaining the township is at present

borne by the undertaking concerned. The main-
tenance charges which are high not only "affect the
cost of production of that undertaking but also of other
undertakings which depend on its products. It was
stated during evidence that a proposal to set up a
separate body to look after the townships of public
undertakings was under consideration of Govern-
ment. The Committee trust that Government would
examine the matter in all its aspects and arrive at a
suitable decision at an early date.

The construction of factory buildings has been delayed

in many projects. The delays range from 1 to 3
years. This not only led to delays in their com-
missioning and increase in costs but also resulied in
keeping the plant, machinery and manpower idle. The
Committee are greatly concerned at these abnormal
delays in the construction of factory buildings and
other civil works which adversely affect the economy

“of the projects. A certain measure of delay during

construction might be inevitable due to our depen-
dence on foreign help and nature of the projects.
But the delays of 1 to 3 years could only be due to
lack of planning, proper programming and lack of co-
ordination with the consultants. It is surprising
that these delays continue to recur even in the ex-
pansion programmes of old plants. With the ex-
perience of planning and development for more than
a decade, it should be possible to reduce these delays
considerably. The Committee recommend that a
comprehensive study into the causes of the delays
should immediately be undertaken by Government
and proper remedial measures devised.

In a number of projects detailed soil investigations

have been carried out subsequent to selection of sites
leading to change of sites, revision of plans and
drawings, extra expenditure on foundations and
consequent delay in construction. As choice
of a wrong site would involve the projects
into costly delays, it is necessary that prior detailed



soil investigations must be conducted. In the light
of the past experience, it appears that it will be
cheaper to pay compensation for private land rather
than incur expenditure on fresh investigations
during the construction phase. The Committee re-
commend that the matter may be examined by
Government and suitable principles laid down for
future guidance.

27 99 As the number of big projects in the public sector is

increasing it would be advantageous to develop a
single organisation in the country for carrying out
proper soil investigations rather than leaving it to
consultants who differ from project to project and
have to bring in their own equipment every time.
The setting up of such an agency should not present
any great difficulty as the technical know-how is
available in the country. The Committee, therefore,
recommend that steps may be taken by Govern-
ment to develop a suitable agency for the purpose.

28 103 It appears that in many cases construction equipment

in excess of requirements has been imported by the
public undertakings and it is not being put to full
use. It is also possible that equipment has been im-
ported by some projects which might be lying idle
or surplus at certain other projects in the country.
The Committee regret to observe that there has been
lack of proper planning in the procurement of costly
construction equipment by the public undertakings
and lack of co-ordination in pooling the equipment
with a view to its maximum utilisation by the various
projects in the interest of the national economy.
It is surprising that before sanctioning foreign ex-
change Government did not satisfy itself regarding
the need for such equipment and ensure that the
same type of equipment which was lying idle or sur-
plus in projects was not imported.

29 104 The most disquieting feature has been that in many

cases hire charges are recovered from the contractors
on an ad-hoc basis and these are much less than even
the maintenance costs of the equipment. This
indicates failure to safeguard the financial interests
of the undertakings. It also shows that the Finance
and Accounts Officers are not properly trained and
oriented to take care of the interests of the under-
takings. The Committee recommend that Govern-
ment should investigate the reasons for not fixing
economic rates of hire charges by the various under-
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takings and fix responsibility therefor. They also
urge that it should be ensured that in future economic
rates of hire charges are fixed and followed by all the
public undertakings.

The manner in which the costly constructionfequi

ment is being maintained and disposed of by public
undertakings is disturbing. It is not unlikely that
large quantities of this equipment are lying surplus
to requirements in various projects which could be
reconditioned.  Considering the value of known
construction equipment which is over Rs. 18 crores
in the public undertakings, the Committee suggest
that Government should appoint an expert Com-
mittce to ascertain the total quantity of such equip-
ment obtained by undertakings (both imported and
indigenous), its life, its utilisation and the extent of
surp%uses. That Committee may also congider the
advisability of pooling the construction equipment
on a regional or other basis with a view to its maxi-
mum utilisation and avoidance of unnecessary im-

ports.

(a) Production of construction materials has not kept

pace with the demand in the country. This has not
only led to delays in the construction of projects
but has also entailed heavy imports. The Com-
mittee urge that necessaryv¥tcps should be taken
by Government to assurc timely availability of con-
struction materials for the various projects from
indigenous sources.

(6) Though the establishment of heavy structural works

was recommended by the U. K. Heavy Engineering
Mission as far back as 1957, nothing has yet been done
to set up the same despite their inclusion in the
Third Five Year Plan. These works are the pre-
requisites for establishment of any heavy engineering
industry. The Committee recommend that Govern-
ment should now accord the highest priority for
setting up adequate capacity for steel structural
fabrication in the country.

32 113—115 (@) There are wide variations in the percenta%es of costs

of factory buildings to the total costs of the projects.
In the case of fertilizer projects these percentages
range from 8 to 23 and those for heavy electricals
projects range from 20 to 39. That there should be
such variations from project to project in the same
industry would seem to indicate that there is scope
for economy.
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(b) The Committee understand that a new factory shed
design has been perfected by the Central Mechanical
Engineering Research Institute, Durgapur and by its
use the expenditure on factory buildings could be
reduced by about 10 per cent. They recommend that
besides other avenues of cost reduction, Govern-
ment should impress upon the public undertakings
the need to adopt new techniques and designs for
effecting savings in the construction of factory
buildings.

Plans and designs for even ordinary types of civil works
have been obtained from the consultants by some
of the public undertakings. It is obviously not
necessary to seek assistance of foreign collaborators
for plans and designs for buildings which could be
prepared by the Indian Engineers. The Committee
recommend that Government should issue instruc-
tions to the public gundertakings to avoid recurrence
of such cases.

It is possible to effect considerable economies in cons-
truction costs of factory buildings if an independent
check is exercised over the plans, designs and specifica-
tions suggested by the Consultants. It will also have
the additional advantage of our acquiring the technical
know-how. The Committee recommend that plans,
designs and specifications suggested by Consultants
should be carefully examined before they are accep-
ted.

There is a large area of civil works where the same plans
and designs could be applied in a number of projects.
This will result not only in expeditious completion
of factory buildings and other civil works but will
also result in economy. The Committee therefore
recommend that suitable standard plans, models and
codes for factory buildings and other civil works like
administrative offices, canteens, etc., should be evolved
which could be commonly adopted by all or most of
the public undertakings.

Contracts on turn-key basis do not afford opportunity
to our engineers to learn new techniques and become
:self-reliant. They are also costlier. The Committee
feel that the assistance of foreign collaborators should
be sought only for jobs in respect of which ‘know-
how’ is not available in the country. For the rest
they may be asked to indicate their require-
ments on the basis of which the planning, designing
and construction should be undertaken by Indian
Engineers. Besides effecting considerablie economy,
this would reduce the dependence on foreign
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collaboration and instil the necessary confidence in
our men. The Committee recommend that Govern-
ment should lay down suitable principles in this
regard for guidance of the public undertakings.

Each major undertaking has developed a planning and

design organisation for civil engineering works. A
Technical Consultancy Bureau has also been set up
by Government under the National Industrial Deve-
lopment Corporation to undertake preparation of
detailed project reports, working drawings and designs
of structurals, etc. for the public sector projects. So
far, there has been little attempt at pooling and co-
ordinating the experience gained by the various
undertakings in the field of planning and designing
for civil engineering, for which there is an urgent
need to reduce our dependence on foreign countries.
The Committec recommend that Government should
take suitable steps towards this end. The respresen-
tatives of the Ministries have agreed to rationalise
the present design organisations.

Public undertakings have not yet fixed a norm for

determining the strength of their construction staff.
The present ad-hoc basic of recruiting such staff is
not satisfactory. There is need for a careful review
of the construction staff requirements in the public
undertakings and fixing a suitable norm therefor.
The Committee recommend that Government should
lool:l into this matter and have the necessary review
made.

39 134-136 Public undertakings have generally resorted to item-

rate contracts. The entering into contracts on this
basis indicates that the details and quantities of works
required to be executed have not been worked out.
It is recognised that the lump sum contracts are the
best. The Committee recommend that the public
undertakings should enter into contracts on lump
sum basis as far as possible.

40 138-139 The acceptance of tenders other than the lowest and

award of contracts without calling for tenders, is
not usual and is open to criticism. Such cases
should be few and far between. All such cases
should be reported to the Board of Directors for their
review. The Committee recommend that Govern-
ment should issue necessary instruction to the public
undertakings in this regard.

307 Aii) LS—T.




41  140-141

There have been a large number of cases in public

undertakings in which the value of contracts has been
increased after they were awarded. The upward
revision in the value of contracts in such a large num-
ber of cases is another instance of inadequate attention
being paid by the public undertakings to the planning
and programming of works.. They indicate that the
works have been rushed through. This not
only results in wastage but also tends to vitiate the
very basis of the contract system. The Committee
recommend that as far as possible all the detailed
plans and specifications should be worked out by
the public undertakings before the award of a
contract.

42 142-144 There have been unusual provisions in the contracts

43 149

44 153

entered into by certain public undertakings with the
contractors. The grant of such unusual facilities
to the contractors has implications on the cost of a
project. It is also open to public criticism. It is
therefore desirable that terms and conditions of
contracts should be broadly standardised for guidance
of the public undertakings. Any variations in the
standard terms after they have been prescribed should
be brought to the notice of the Boards of Directors
for review.

The Cemmittee regret to observe that the land require-
ments for factories in most of the public under-
takings have not been assessed in a proper and systema-
tic manner. Too much margin has been kept for
expansion and fairly large areas in excess of require-
ments have been acquired and are lying unutilised.
In the case of three steel plants alone, such areas are
as much as 21,154 acres.

The Ccmmittee are constrained to observe that neither
Government nor the public undertakings have given
proper attention to the efficient and economical use of
land in the townships. The layouts of the townships
are sprawling resulting in high expenditure on roads,
streets, lighting, transport, sewerage and maintenance,
apart from hampering agricultural production by
keeping the land unutilised. Had the norm of a
minimum of nine dwelling units per acre been followed
from the beginning, as has now been suggested by
by the Committee on Plan Projects, about 6,500
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acres of land could have been saved at Sindri and
Nangal alone. It is surprising that even after the
Report of the Committee on Plan Projects was
published in 1963, no attempt was made by Govern-
ment to ensure that the recommendations made
therein were followed by the public undertakings in
actual practice. The Committee recommend that
Government should issue instructions to the public
undertakings to adhere to the norms laid down in
the Report of the Committee on Plan Projects. The
Committee further suggest that the feasilibity of
constructing multi-storeyed buildings by the public
undertakings should also be considered.

156 The acquisition of land in excess of requirement
and its subsequent surrender at a loss by certain
undertakings (like Nangal Fertiliser plant) is another
example of waste and lack of proper care and plan-
ning. In many other projects excessive land has
been acquired and is lying unutilised. It needs
no emphasis that the land requirements should
be initially determined in a proper and planned
manner after taking into account the immediate
needs as well as keeping a suitable margin for for-
seeable expansion of plants and townships, needs
of ancillary industries, if any. The Committee
recommend that Government should lay down
suitable guiding principles for proper assessment
of land requirement for public sector projects without
any delay.

158 The Committee feel that in view of the food shortage
in the country it would be desirable if the land which
has been acquired for expansion and is not being used,
is leased out temporarily for cultivation. Such an
arrangement would provide some income to the
undertakings, besides augmenting agricultural pro-
duction. When leasing out such land preference
should be given to persons displaced from that area.

163 The Committee regret to observe that though delays
and difficulties in land acquisition have been a re-
curring feature with the public undertakings for a
long time, Government have not taken expeditious
action to remedy them. The problem calls for
fresh studies in the light of the actual experience
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of the public undertakings and in co-operation with
the State Governments. ey trust that the Thacker
Committee will streamline and simplify the pro-
cedures so as to obviate delays and difficulties in
this regard in future. The advisabilty cf the Cen-
tral Government or the State Governments first
acquiring the land for themselves and then trans-
ferring it to public undertakings or leasing out on
a long term basis may also be examined.

The estimates regarding the cost of land given by the

State Governments in the beginning have proved
to be very low. After the decision to locate a
project had been taken the prices had increased due
to various reasons. This not only led to acqui-
sition delays but also increased the cost of projects.
It is therefore necessary to undertake a study of
land costs in various projects and find ways and means
by which the prices could be limited to a ceiling in
the beginning. It may also be desirable to rectify
the present lacunae in the existing law regarding
appeal by the project authorities against the award
of the Land Acquisition Officer. The representa-
tives of the Ministries have agreed to undertake
the necessary study and place the difficulties before
the Thacker Committee.

There have been deviations from the original assu-

rances given by State Governments in regard to

land, power, water etc. in respect of a number

of projects. It appears that departures from ori-

ginal assurances may have been due to lack of clear

understanding with the State Governments. Itis

therefore necessary that all the terms regarding land, -
water, power, etc. should be clearly settled at the

time of determining the location of the projects.

The Committee, while appreciating the difficulties

regarding rehabilitation of families displaced by
acquisition of land for the projects, feel that once
the compensation for the land has been paid the
projects should not be burdened further on that
account. If any additional expenditure becomes
necessary on rehabilitation it should be borne
by the Central or the State Governments. They
would recommend that some guiding principles
should be laid down by Government in the matter.

They would however urge that while recruiting

persons for posts in the lower categories in the pub-
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lic undertakings preference should be given to
persons displaced from the areas acquired for the
projects.

The Committee note that cost reduction units have

not been set up by most of the public undertakings.
They were informed by the representatives of the
Oil & Natural Gas Commission, Fertiliser Corpora-
tion of India and Hindustan Steel that the Ministries
concerned did not bring the suggestions made by
the Planning Commission to the notice of the
undertakings. = The Committee recommend that
Government should issue necessary instructions now
and ensure their implementation.

It is regrettable that while large amounts of money

are being spent on Building Research in the country,
no serious attempt has been made by the public
undertakings to apply the results of research in their
construction works. It was not enough to have left
it to the individual undertaking to contact the
research organisations as they would be hesitant to
initiate the new techniques. = The Committee
consider that Government should have taken the
initiative and ensured that the results of research
were put into practical use by the public undertakings.
They trust that this will now be done by Government.

As model employers, it is necessary for the public under-

takings to provide housing, medical, educational and
other facilities for their employees, particularly in
places where such facilities are not  available. But
the examination has revealed that much avoidable
expenditure has been incurred in providing these faci-
lities and there is scope for economy in this regard.
In the absence of proper norms and standards, the
scales of accommodation have been on the high side.
Expenditure on utility services and other facilities has
been lavish. The layouts of the townships are sprawl-
ing resulting in high expenditure on  water, power,
sewerage, roads and maintenance. In many cases
houses have been built in excess of requirements.
Business prudence required that the construction of
townships should have been phased and related to the
actual needs as they arise from time to time. Most
of the undertakings have not availed of the financial
agsistance from the State Governments and other
specialised agencies for their housing, educational and
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medical facilities which would have considerably
reduced their burden. The Committee are constrained
to observe that the public undertakings have not been
adequately cost-conscious.

54 180 The Committee are concerned to note that delays and
difficulties in the construction of factory buildings
and other civil works continue to recur in most of the
public undertakings. If the experience in the
execution of projects for more than a decade had been
pooled, it should have been possible to plan the pro-
jects better and execute them speedily and economi~
cally. Unfortunately this has not been done. There
is also no indication that these aspects of the public
undertakings are receiving adequate attention. The
instructions issued by the Ministry of Finance in 1960
regarding housing standards in public sector projects
were not followed. The valuable suggestions in the
Reports of the Committee on Plan Projects and in the
Third Five Year Plan itself aimed at economy and
efficiency in construction remain largely unimplemen-
ted. e Committee feel that a stage has come when
Government should pool the experience gained, issue
suitable instructions to the public undertakings and
ensure their implementation.
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