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INTRODUCTION

I, the Chairman, Committee on Public Undertakings, having been
authorised by the Committee to submit the Report on their behalf,
present this First Report on the National Buildings Construction
Corporation Ltd., New Delhi.

2. In pursuance of a motion passed by Parliament towards the
end of 1963, the Committee on Public Undertakings was constituted
for the first time with effect from the 1st May, 1964 to examine the
working of Public Undertakings. It consists of fifteen members—
ten elected from the Lok Sabha and five from the Rajya Sabha. The
term of the Committee is for the duration of the current Lok Sabha.

3. The Report is based on the examination of the working of the
National Buildings Construction Corporation Ltd. upto the year
ending 31st March, 1964. The Committee took the evidence of the
representatives of the Ministry of Works and Housing and the
National Buildings Construction Corporation Ltd. on the 30th Novem-
ber and 1st and 2nd December, 1964.

4. The Report was adopted by the Committee on the 10th March,
1965.

5. The Committee wish to express their thanks to the officers of
the Ministry of Works and Housing and the National Buildings Cons-
truction Corporation Ltd. for placing before them the material and
information that they wanteq in connection with their examination.
They also wish to express their thanks to the non-official organisa-
tions/individuals who, on request from the Committee, furnished
their views on the working of the Corporation.

New DELHI; PANAMPILLI GOVINDA MENON,
March 24, 1965 Chairman,
Chaitra 3, 1887 (S) Committee on Public Undertakings.

)



I
INTRODUCTORY
A. Background

The idea of a Construction Corporation originated in an
observation made by the fate Prime Minister that an ap-
preciable proportion of the money spent on the construc-
tion of buildings accrued to contractors as profits and that
the question of settiné' up a Corporation to effect savings
in construction costs should be examined by the Planning
Commission. In pursuence of this idea, the erstwhile
Ministry of Works, Housing and Supply prepared a Paper
on ‘Reduction of Buildings Costs’ in consultation with
other Ministries. The Paper was discussed by the Plan-
ning Commission on 30th March, 1959 and an Officer on
‘Special Duty was appointed to examine the proposal fur-
ther.” He submitted a report on the 31st March, 1960, on
the basis of which the Cabinet epproved, on the 10th
September, 1960, the setting up of the National Buildings
Construction Corporation. The Corporation was incor-
porated on the 15th November, 1960, as a wholly Govern-
ment-owned company under the Companies Act, 1956.

B. Objectives

2. When setting up the Corporation it was expected that
it would achieve the following objectives:

(a) It would improve the quality of work under-
taken by it.

(b) It would bring down constructional costs by—

(i) eliminating or reducing considerably the
number of middlemen; and

{(ii) by rationalising the planning and execution of
works.

{c) It would take up constructional works in border
areas and at other inaccessible places at com-
petitive rates.
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(d) It would make headway in undertaking works
of new and unfemiliar designs and specifications
and in introducing new methods and techni-
ques. )

(e) It would eliminate delay in the execution of
works by combining the advantages of depart-
mental construction with the flexibility ard
speed of private firms.

(f) It would give a fair deal to harness the co-
operation of voluntary social service agencies
and labour co-operatives.

(g) With the development af N.B.C.C. it should be
possible to reduce the size of the Supervisory
Engineering Organisations.

3. The Committee enquired how far these objectives

had been achieved by the Corporation. In reply it was
stated that:—

(a) The quality of work done by the Corporation
was superior to that of an ordinary contractor.

(b) “It is difficult to judge if the Corporation had
brought down construction costs.”

(c) The Corporation. had taken up some works in
border areas at rates negotiated with the depart-
ments.

(d) “The Corporation has not made any headway
in undertaking works of new specification™. It
had “also not introduced any new methods and
techniques in building construction.”

(e) “We have not been able to completely eliminate
delays in execution of works. Invariably on all
the works there have been delays in completing
the works in time.”

(f) “We have not been able to harness the co-ope-
ration of eny voluntary social service agency and
labour co-operatives.”

8) The Corporation “has not so far developed suffi-
ciently so as to create confidence amongst the
supervisory agency to enable them to reduce
their staff.”
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4. The Committee consider that the ohjectives with

which the Corporation was set up, have remained largely
unfulfilled.

5. The Committee were informed that Government did
not issue any Instrument of Instructions to the Corporation
specifying the objectives for which it was set up. The
Committee also note that the Corporation has not been
constantly keeping all those objectives in view, though
they were aware of them. The Annual Reports of the Cor-
poration do not give a review of all the objectives for
which it was set up.

6. The Committee consider that, whenever a public un-
dertaking is set up, Government should issue an Instru-
ment of Instructions embodying, inter-alia, the objectives,
so that they are constantly kept in view.

The Committee also consider that when public under-
takings are constituted for the achievement of certain ob-
jectives, it ig only proper that, in their Annual Reports,
they should review their performance in the light of the
objectives also. The Committee recommend that Govern-
ment should issue necessary instructions to ensure that this
is done,



II
BUSINESS AND PERFORMANCE
A. Value of Works Secured and Executed

7. The Officer on Special Duty, in his report, had sug-
gested a gradual increase in the value of work to be -un-

dertaken by the Corporation during the first five years a$
indicated below:—

Year Volume of work
(Rs. in lakhs)

1960-61 . . . . . 10
1961-62 . . . . . 35
1962-63 . . . . . 70
1963-64 . . . . . 140
1964-65 . . . . . 280

ToraL . . . . 535

8. The value of works secured by the Corporation and

that actually executed by it since its inception is given
‘below: —

1960-61}'1961-62 {1962-634! 1963-64 | 1964-65

(Nov.
1960 to
March, l
1961)
(Rs. in lakhs)
@ Value of works secured du-
ringtheyear . . . 3'2  649'7 5930 253°40  192°§
(Nov.,
1964
(67) Value of works secured upto
the end of the year . . 3°2 6529 1,245°'9 1,499°3
«(#if) Value of works actuslly
executed during the year . 0'§S 1081 352°3 449'7
(fv) Value of works executed
upto the end of the year . 0'S 109:6 461:9 9116
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B. Targets

9. The Committee enquired whether the Corporation No Targets
set for itself annual targets of work. The Managing Fixed.
iDirector stated that no targets could be fixed as they were
ancertain about the works which could be secured by them
on the basis of open tender. In the last two years, how-
-ever, they had been able to stabilise the position at about
Rs. 4 crores worth of turnover every year. It was his
expectation for the next few years also, that the turnover
would be about the same. The Secretary of the Ministry
also stated that, beyond providing necessary funds, no
targets of work for the Corporation have been fixed by the
Ministry.

10. The Committee consider it very essential for public
undertakings to prepare a well considered long-term pro-
gramme of work not only to enable them to assess their
requirements of finance, staff and machinery but also for
.a proper appraisal of their performance later on. Appa-
rently the Corporation has so far been working on an
..ad-hoc basis. The Committee recommend that the Cor-
;poration should have a systematic plan for securing con-
‘tracts and should lay down targets of work for each year.

The Committee appreciate that the Corporation has
stabilised its turnover at Rs. 4 crores. Since there is
enormous scope for public works to be undertaken oy the
Corporation there is no reason why turnover should be
stabilised at this level. The Committee recommend that
the Corporation should equip itself for the execution of
‘bigger targets.

C. Delays in Execution of Works

11. The Committee were informed by the Corporation
‘that out of 57 works executed so far, 26 have been delay-
ed for periods ranging from one month to over a year. In
‘three of these delays have been of over two years.

12. Explaining the reasons for the delays it was stated gegsons for
by the Corporation that these delays were primarily due to delays.
‘(i) the Corporation being new in the line, (ii) delays
caused in finalising detailed designs and drawings
"by the clients, and (iii) delay by the clients in the supply
nf materials like steel and cement in time.
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13. The Committee feel that the delays are due to the
Corporation mot having properly organised its work. In
some cases, however, there have been delays due to the
inability of the clients to supply detailed designs and draw~
ings. The Committee are very much concerned at the
delays in execution of works by the Corporation. Such.
delays result mot only in higher costs to the Corporation,
by way of mounting overheads on establishment charges.
and depreciation of tools and plants but also disrupt the
plan schedules of the clients in regard to incomplete works.
It is, therefore, of utmost importance that the works are
completed by the Corporation within the time schedules
fixed. Prompt execution of works would not only reduce
the costs of the Corporation but would also attract more
clients to it.

D. Withdrawal of Works

14. The Committee were informed that the following
constructional works which were originally given to the
Corporation at Ranchi, Madras, Trichy and Bhopal stations
were subsequently withdrawn by the clients: —

Particulars of the work Reasons for withdrawal

1. Building No. 100 costing Rs. 40 Corporation not able to locate suitable:

lakhs, Ranchi. staff at ‘Ranchi.
2. Extension of Madras Runway cost- Corporation not able to make full
ing about Rs, 10 lakhs, Madras. planlx:ed progress  with the
wWOrk.

3. Fabrication and erection of about Corporation not able to equip it-
1700 tons of steel at Trichy. self  with  fabrication equip-
ment. "

4. Construction of 200 quarters at Progress had been extremely .un-
Bhopal. satisfactory.

15. From the reasons given it is clear that the with-
drawal of these works is due to the inadequacy of the
Corporation in equipping itself with the required men and
machinery. The Committee trust that the Corporation
would ensure that such cases are avoided in future, as
these adversely -affect its reputation with the clients.
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E. System of Securing Contracts

~ 16. The Officer on Special Duty, in his report, had en-
visaged that the Corporation would undertake building
works through competitive open tender. He conceived
that in the initial stages, however, it inay help the Cor-

oration if contracts were farmed out to it at negotiated
cates or on cost-plus basis.

17. The table below gives the number of works secured
by the Corporation till 1963-64, their value and the pro-
cedure adopted in securing them:—

(Rs. in lakhs)

Procedure No. of Value of
Works W orks

8By direct negotiation without calling for tenders . 29 7250

8y open tender but subsequently negotiated 49 N.A.

Cost-plus basis 13 178-82

8y open tender . . 8 N.A.
TotaL . . . . 99

18. It will be seen that out of 99 works, only 8 were
secured by the Corporetion through competitive open
tendering. In the case of other 49 works the contracts
were negotiated after tendering. The remaining i.e.,
#bout 439, were secured by direct .negotiations
and on cost-plus basis, In future also the Cor-
poration has desired that it should be allocated Rs. 4 to
% crores worth of works every year by the CP.W.D. at
places like Delhi, Calcutta, Madras and Bombay. The Cor-
poration has categorically stated that it is impossible for it
to get works on the lowest tender basis as it has to compete
‘with ordinary contraetors.

19. It is thus clear that the Corporation has not only
so far depended on negotiated and cost-plus basis works
but in future also desires to be allocated works with-
out competitive tendering. It is surprising that the Corpo-
ration should try to sustain itself on mnegotiated works
which is contrary to the original intention. Such a practice
is also a deviation from the system of calling competitive
tenders for works which is commonly in vogue. Works at

Works Se-
cured.
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negotiated rates and on cost-plus basis would leave no in--
centive to the Corporation to economise on its expenditure
and to improve its efficiency. Further, this practice , if
followed by the Ministry/C.P.W.D., would also expose
them to the charge of according preferential treatment and
awarding works at higher rates to the Corporation. The
Committee, therefore, urge that the Corporation should
observe the normal procedure of securing works through
open tenders. Towards that end it should develop its com-
petitive strength and efficiency.

F. Agreements

20. It is observed that there are a number of contracts
for which agreements have not been executed by the Cor-
poration. The year-wise details of the contracts secured,
agreements signed by the Corporation are given below:—

(Rs. in lakhs)

Contracts Secured  Agreement Signed  Agreement not signed:

Year
Number Value Number' Value Number  Value |

1960-61 1 318 1 3-18
1961-62 66 64968 66 649°68 .. .
1962-63 86  592:94 73 485:69 13 107°2§
1963-64 94 305-40 87 276-42 7 2898
1964-65 9 19250 4 75°31 5 117°19

ToTtAL 256 1,743°70 231 1,490°28 25 253-42

21. The Committee note that the Corporation has not
yet signed agreements for 25 works, which include 13 per-
taining to the year 1962-63. Since non-finalising of contract
agreements may lead to difficulties and disputes eventual-
ly, the Committee urge that the Corporation should ensure
that all the agreements are signed within a stipulated time..

G. Procedure for Tendering for Works
22. All tenders for works over Rs. 1 lakh are prepared

imates of
g:ﬁnnost ¢ by the Head Office after collecting from the field units the
Eﬁﬁﬁem rates of labour and material prevailing in the locality. It
pering. was stated that after the works were obtained no

estimates of prime cost, overhead and profit were
prepared for the works, by the Corporation. This
would show that the Corporation does not prepare



estimates of costs in a scientific and systematic manner
and submits tenders on the basis of incomplete and in-
accurate data. The Managing Director admitted that it
was an omission on their part not to have pre-
pared estimates subsequently as it was the prac-
tice with all contracting organisations. It was only after

the heavy losses had been incurred by them that this mat- .
ter received their notice.

23. The Committee are amazed at the perfunc-
tory and unbusiness-like procedure adopted by the
Corporation in this regard. This lapse has been mainly
responsible for the heavy losses incurred by the Corpora-
tion, which have been referred to in paras 27—29 infra.
The Committee recommend that the responsibility for the
lapses in this respect should be fixed and disciplinary ac-
tion taken against the persons responsible.

H. Norms of Consumption of Material and Labour

24. The Committee were informed that the ceilings and Jorms of
. nsump-

norms for material and labour to be consumed on works, tion of
were not laid down by the Corporation till the end of jibourand
1962-63. Even after the norms were laid down the actual fixed.
performance of the field units does not appear to have
been watched. Neither was it ensured during inspection
that this was adhered to. It has, however, been stated
that a procedure has now been laid down to regularly
watch the performance of the units and the financial re-

sults of the various works in progress.

25. The Committee consider that the firing of norms of
consumption of material and labour and watching them
regularly are obvious tools of management control in this
business. Labour and material account for 60 to 70 per
cent of the cost of works and, therefore, it is necessary to
provide safeguards against their excessive consumption.
The private contracting firms which enforce these controls
rigidly, are able to economise in costs effectively. The
Committee deplore that this is yet another instance where
the management failed to do its primary duty.

I. Financial Results of Working

26. The Officer on Special Duty had anticipated that o.s.D.’s
the Corporation should be able to earn profits from the Estimates.
second year of its working and that the net profits at the
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end of 1964-65 would amount to over Rs. 21 lakhs as per
details given below:—

(Rs. in lakhs)

1960-61 1961-62 1962-63 1963-64 1964-65 Total

\

(1 Value of works to
be executed . 10 35 70 140 280 535
(i) Net profits . 06 36 90 18:0 21-12

27. The following table gives the actual financial re-
sults of the working of the Corporation upto the year
1964-65: —

(Rs. in hukhs)
Particulars 1960-61 1961-82 1962-63  1963-64  1964-65
(estimated)

() Value of works
executed . oS 108 1 352°3 4497 400

(1) Loss sustained (=7 (=12 (=317 (=437 (=)0
(i) Toral loss sus-

tained upto the

endof theyear (—)o7 . (=19 (—)33:'6 (—)77°'3 (—)»97'3

28. It will be seen that as against the expectation of
profit of Rs. 21 lakhs in the report of the O.S.D., the Cor-
poration would actually be incurring a loss of over Rs. 97
lakhs by the end of the year 1964-85. The losses have been
incurred by the Corporation from its very inception. From
Rs. 1:2 lakhs in 1961-62 the losseg increased abruptly to
Rs. 31'7 lakhs in 1962-83 and to Rs. 43'7 lakhs in 1963-64.
The total loss suffered by the Corporation would in fact
exceed Rs. 1 crore, if the interest on share capital is also
notionally added to it.

29. The break-up of the value of works executed by th-~
Corporation and the profit/loss made by its various units
during the years 1961-62, 1962-63 and 1963-64 are given at
Apperdix 1. It.will be seen therefrom that the Corpora-
tion has suffered losses at practically all the places. They
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have been particularly heavy at Bhopal, Madras, Patratu,
Delhi and Imphal as shown below:—

(Rs. in lakhs)

Value of work done Profit/Loss

1961-62 1962-63 1963-64 1961-62 1962-63 1963-64

Bhopal . 40°4 103°2 896 (+)0'6 (—)32 (—)11-9
Madras . 13°2 87:6 87'5 (+)0'6 (—)8:8 (—)6°5
Patratu s 153 371 (+)0°3 (=47 (—)n-2
Delhi 28-9 701 1160 (—)1‘3 (—)10°6 (—)I0"§
Imphal . 0-06 11'4 10°8 (—)0'2 (=)1'7 (—)3'§

30. The Committee enquired the reasons for these heavy
losses. It was stated that these were due to lack of experi-
ence, tendering low, increase in the cost of material, ex-
cessive consumption of material and labour and high over-
heads.

31. The reasons advanced for the loss of over
Rs. 97 lakhs clearly indicate that due care was
not exercised by the Corporation at the time of
tendering or mnegotiating for contracts. Works were
undertaken without analysing costs or providing for
likely increase in the cost of materials. Proper control
was not exercised over the consumption of material or ex-
penditure on labour. The performance of the field units
was not watched regularly. Machinery and men do not
appear to have been fully utilised. Owverheads ang in-
direct charges were not kept under control and works were
delayed.

32. Considering that the problems faced by the Corpo-
ration are not new but are inherent in this business, it is
clear that the management not only failed to organise and
man its field units properly but did not also provide the
necessary drive and leadership that was expected of it.

J. Inquiry into the Losses

33. The Committee enquired whether these losses had
been investigated. It was stated that no detailed investi-
gation had been made through any Inquiry Committee.
However, investigations had been made by the Ministry

2425 (Aii) LS—2,

Reasons for
Losses.

Formal
Inquiry not
held.
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about the losses sustained during 1962-63, through the
Chief Technical Examiner and also through the Housing
Commissioner. Further investigations were now being
made by the Board of Directors. During evidence the
Secretary of the Ministry stated that it was only in Decem-
ber, 1963 when the magnitude of the losses was revealed
that ‘we really got alarmed’. He further added that even
the Corporation itself did not realise till then that they
were running into such losses.

34. From the report of the Chief Technical Examiner,
which was submitted in December, 1963, it is, however,
seen that he was askeq to examine the matters relating to
the expansion of the Corporation rather than its losses.
He did not specifically go into the reasons for the losses
but listed them in a general way as follows:—

“From the Balance Sheets of the Corporation for
the last three years, it is seen that the Corpo-
ration incurred losses to the extent of Rs. 67,039,
Rs. 1,24,643 and Rs. 31,71,460 during the years
1960-61, 1961-62 and 1962-63 respectively. 1t is
understood that the main reasons for loss were
(a) inadequate financial resources resulting in
slow tempo of work and hold-ups, (b) procedu-
ral delays, resulting in slow progress, (c) exces-
sive consumption of materials due to inadequacy
of control, (d) non-availability of technical staff
of the right type for the field units (e) rising
trend of prices, (f) scattered nature of works
undertaken, and (g) low productivity because of
lack of any incentives for the field staff.”

35. The Housing Commissioner was, however, asked to
go into the question of losses of 1962-63. In his note, sub-
mitted in January 1964, he has categorised the causes of
losses into filve major heads and has stated that “it has not
been possible to go into full details of the losses of the
Corporation in 1962-63. .. ... ”. An extract of his note deal-
ing with losses is given at Appendix II.

36. It would further appear that the Housing Commis-
sioner though asked to go into the reasons for losses was
not asked to fix responsibility therefor. His note suggest-
ed only measures for improving the working of the Corpo-
ration in future.
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37. The Committee deplore the casual manner in which
the Corporation and the Ministry have dealt with the ques-
tion of losses. It is amazing that the Ministry did not be-
stir itself to the fact that the Corporation was running at
a loss until after it had run into huge losses consecutively
for three years.

38. It was normally expected of the Managing Director
and the Board to have examined the reasons for the losses
during the two years 1960-61 and 1961-62, with a view to fix
respongibility and to devise remedial measures. Had this
been done, the subsequent heavy losses would have been
minimised. Even the inquiry conducted by the Ministry
in January, 1964, did not indicate that it was intended for
probing into the reasons for the heavy losses and firing
responsibility therefor.

39. It is surprising that the Housing Commissioner who is
a Member of the Board of the Corporation and is partly res-
ponsible for its working should have been entrusted with
this enquiry. The Committee consider it necessary that
such heavy losses, as have been suffered by the Corpora-
tion should have been investigated expeditiously by an in-
dependent body. They regret that this was not done. The
Committee therefore, recommend that a formal Committee
of Enquiry with precise terms of reference may be appoint-
ed to probe into these losses and fix responsibility therefo~

K. Disciplinary Action

40. The Committee enquired whether any disciplinary mi&‘i’_
action had been taken for the losses due to excessive con- ciplinary
sumption of material and labour. It was stated that seven 2°t°%:
Resident Engineers had been served with charge-sheets
only recently (December, 1964) and that similar action was
proposed to be taken in respect of all Resident Engineers
in whose cases there had been excess consumption of labour
and material. The Committee were also informed that the
former Managing Director and Chief Engineer of the Cor-
poration had been reverted to their parent offices. The
question as to what action may be taken against them is
being looked into.

41. The Committee are not happy at the manner in
which these cases have been dealt with by the Ministry
and the Corporation. They regret that there has been so
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much delay in taking disciplinary action. They feel that
lack of prompt action in such cases encourages malpractices
and engenders indiscipline in the staff. It is apparent that
due importance was not given to this vital matter by the
Ministry and the top management. The Committee trust
that action would at least now be taken promptly in alf
cases where disciplinary action is indicated.

L. Margin of Profit

42. It has been stated that after the prime cost of works
is worked out a margin of 213 per cent ‘which includes a
margin of profit of 2'5 per cent is added to the tenders sub-

mitted by the Corporation. The break-up of 21'3 per cent
is given below:

On Turnover
I. (a) Water & Electricity charges. 2:09,
(b) Small tools and stores

5%
(¢) Running expenditure of plant and machinery. 1:0%,
(d) Depreciation of plant and machinery . 2°59%
. 6:0%
. a) Field Units 6-0%,
Office . 4 09 o
10°0%,
(*2°259% on Establishment and 1759, on in-
terest on loan etc.)
I11. Profit on turnover . 2:5%
18:59%,
Batra 159, over 18'59, to make it applicable to
prime cost . . . . . . 2:89%
TorAL 21°3%

On Prime Cost

43. 1t is understood from the National Buildings Orga-
nisation that in the building industry it is the practice to
add 10 per cent net contractor's profit. It is not uncom-
mon for the private contractors to increase their profit to
15 or 20 per cent by their efficiency and good organisation.
The Central Public Works Department also allows a mar-
gin of profit of 10 per cent.
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44. During evidence the Managing Director agreed that Lfow Mnrsm

the margin of profit of 2:5 per cent provided by them was
definitely low. He added that it was necessary for them
to keep it low to enable them to compete with ordinary
contractors who did not employ very qualified engineers
and whose methods of working were quite different. He.
however, admitted that there was scope for reduction in
the present percentage of field overheads from 6 per cent
to 4 per cent.

45. It is apparent that the margin of 2:5 per cent profi’
provided by the Corporation is not an adequate return on
its share capital and is very low. Public Undertakings are
exrpected to earn reasonable profits after providing for de-
preciation and reserves. In the opinion of the Committee
the Corporation should aim to fulfil at least those expecta-
tions if not earn the profits normal in this industry.
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FINANCE AND ACCOUNTS

A. Capital Structure

46. The authorised share capital of the Corporation is
Rs. 2 crores, divided into 20,000 shares of Rs. 1,000 each.
Its paid up capital which has been increased from time to
time was Rs. 117 lakhs @s on 1st December, 1964. In addi-
tion, the Government have been granting loans and allow-
ing cash credit facilities from time to time.

B. Turnover

47. The table below gives the figures of paid-up capital,
total capital employed and the value of work done by the
Corporation from year to year: —

(Rs. in lakhs)

1960-61  1961-62 1962-63 1963-64

(1) Paid up capital 3 34 72 94° 50
(&) Total Capital . . 3 136 251 292
() Value of work done o's 108-6 3523 449°7
(#v) Ratio of (s) to (5is) . . . 1:0°8 1:1°4 1:1-5
48. It will be seen that the capital ratio in the Corpora-

tion has been consistently low. It was only 1:0'8 in
1961-62, 1:1-4 in 1962-63 and 1:1'5 in 1963-64. The
Committee have been informed that even in the year 1964-
65 the turnover ratio is expected to be 1:1'7.

49. During evidence the Committee were told that the
low turnover in the Corporation was due to the heavy out-
standings with clients.

16
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50. Asked about the normal turnover in similar organi- 2}15'.‘&"2'..'“

sations in the private sector, the Committee have been in- ganisation.
formed that the Corporetion had no knowledge about it
and that it would now collect this information. The Com-
mittee note that during the examination of National Pro-
Jjects Construction Corporation by the Estimates Committee
in 1961-62, the representative of the Ministry of Finance had
stated that a normal ratio of turnover in such organisations
was expected to be 3:'5. On this basis the turnover of the
Corporation in 1963-64 should have been over Rs. 10 crores.
The Officer on Special Duty also visualised a turnover of
Rs. 280 lakhs on a paid up capital of Rs. 50 lakhs.

51. The Committee are very much surprised to note that
the Corporation is not even aware of the normal turnover
of similar organisations in the private sector. It is expected
of every business organisation that it should collect such
basic data about its competitors. The Committee regret that
this has not been done by the Corporation so far. They
hope that the Corporation would now make a study of the
turnover and other important norms of working of the
private contracting companies in the building industry as
early as possible.

52. Judged from any standard it is evident that the turn-
over of the Corporation has been below normal expecta-
tions. As admitted by the representatives of the Corpora-
tion, it has been partly due to non-realisation of dues
from clients and partly to under or mnon-utilisation of
machinery and men. The Committee urge that the Corpo-
ration should make earnest efforts to improve its turnover
So as to come up to the normal standards in this business.

C. Cost Elements

53. The following table gives the actual cost elements of
works together with their percentage to the value of work
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executed by the Corporation during the ycars 1961-62 tor
1963-64: —

(Rs in lakhs)

Actuals Petcentagcs on value of
work done

1961 -62 1952- 63 1963-64 1961- 62 1962 63 l963 64

rlme COSt . . 94" 92 3,29'77 4,26-02 87'81 93- 60 94°73
Indirect Chnrgcs on
works . . 678 36:34 34°SS 6-27 10°32 768

General and Admnms-
trative Overheads . 7-64 17°91 32°90 7:07 5-08 7-30

1,09°34 3,84:02 4,93°47 1,01'15 1,09°CO 1,09°72
Less Net Loss . 124 31°71  43°72 11§ 9°00 972

Valucofworkdonc ,08 10 3,52 31 4,49°75 1,oo CO 1,00°CO ,oo oo

54 It wxll be seen that the percentage of prime cost to
the total value of works increased from 87-81 in 1961-62 to
93:60 in 1962-63. Similarly, the percentage of indirect
charges also rose from 6: 27 to 10° 32 during the same period.

55. The rise in the percentage of indirect charges during
1962-63 have been mainly attributed to the following
reasons: —

(i) Depreciation on machinery for the runway work
at Madras was heavy. This machinery once pur-
chased could not be utilised elsewhere.

(ii) Similarly, the hire charges paid to the C.P.W.D.
for their machinery for their Madras Runway
works were heavy.

(iii) Royalty had to be paid for the materials at
Bhopal.

56. It has also been stated that the increase in the prime
cost was due primarily to loose control over labour and
materials.

57. The Committee consider that the efficient function-
ing of this business is intimately dependent on full utilisa-
tion of labour and equipment as well as strict control over
pilferage and wastage of materials. They are constrained
to observe that the Corporation failed to do this. This also
shows that there was utter lack of cost consciousness. As
already referred to in para 22 the Corporation did not pre-
pare any estimates of prime cost, works overheads and gene-
ral overheads of the works undertaken by it and hence
could not exercise any control over the field units in this
regard.
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58. During evidence the Committee were assured that in

future the estimates for prime cost, works overheads and
general overheads would be prepared for each work and
communicated to the field units for strict compliance. In
case they went outside these estimates, sanction of the Head
Office would have to be obtained in time. The Committee
hope that with the introduction of this procedure, the prime
costs and overheads would be considerably reduced by the
Corporation.
D. Outstanding against clients

59. The following table gives the figures of outstandings
against clients, year-wise: —

Year Amount (Rs. in lakhs)
1961-62 . . . . 6 9
1962-63 . . . . 36°4
1963 64 . . . . 77" 37‘

60. It is noticed that the amount due from chents which
stood at Rs. 6-9 lakhs at the end of 1961-62 rose to Rs. 77-37
lakhs at the end of 1963-64. The Committee enquired
the period for which the payments were due and the rea-
sons in each case. They regret to state that this information
has not been furnished to them.

61. The general reason for these heavy outstandings is
attributed to the fact that the Corporation has not been
preparing its own monthly bills and submitting them to
the clients. It has been depending on the clients for the
preparation of their bills. It has now taken steps to pre-
pare its own bills for submission to clients.

During evidence the Committee were also informed that

5 to 10 per cent of the outstandings were due to disputed
claims.

62. In this context the following extract from the Finan-
cial Adviser’s Review for the quarter ending 30th Septem-
ber, 1963 is pertinent: —

“In this connection, it may be pointed out that no
procedure has been laid down by the Corporation
for ascertaining the amount outstanding against

the clients on a particular date. Though accord--

ing to most of the contract agreements, the con-
tractor is required to submit a bill for the work
done to the clients, in actual practice the bills
are being prepared by the clients themselves.”

*The dctaxls of thc chcnts are glven at Appcndnx 1.

Heavy Our
standings.

Reasons fo
heavy out-
standings.

Financial
Adviser’s
Review..
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63. These heavy outstandings indicate that the officers
©f the Corporation have not vigorously pursued the recovery
of their dues from the clients. There was no procedure to
.ascertain the amount of outstanding dues against the clients
on a particular-date. Large amounts were allowed to re-
main unrecovered with the result that the Corporation had
1o borrow money to carry on its work. Apart from the
fact that bills were nmot prepared by the Corporation, it
.appears that the measurements of works were also not re-
corded in time and were left to be recorded by the clients
‘This is unsatisfactory although the clients were public un-
dertakings and Government Departments.

The Committee feel that the field units did not perform
their duties, in this regard, and the Head Office and the
Board were also remiss in that they had no procedure for
watching the outstandings. It is apparent that they felt no
urgent need to recover the moneys due as they had no diffi-
culty in finding working capital by resorting to loans from
Government and the State Bank. Normally no contracting
organisation can afford to allow its funds to be blocked for
long periods. Since the outstandings are mainly due from
public undertakings and Government departments, it should
not have been difficult for the Corporation to recover these
dues in time. The Committee further suggest that all cases
of outstandings should be investigated promptly and steps
taken to recover them as early as possible. They hope that
in future the bills would be prepared regularly and pay-
ments recovered promptly.

64. The Committee note that Ministry of Finance has
made a suggestion that a system of rebates for prompt pay-
ments and penalties for delayed payments of bills by the
clients might be introduced. The C.P.W.D. who are the
biggest clients of the Corporation examined this question
sometime ago and found it difficult to accept the proposal.
During evidence, the Secretary of the Ministry stated that .
this suggestion was examined by the Works Advisory Board
which felt that it would introduce a new element and
should not be accepted.

65. It appears to the Committee that the acceptance of
the suggestion to allow rebates for prompt payment would
lead to prompt recovery of bills and would consequently
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result in lowering of tender rates. It would help in eliminat-
ing malpractices and will put the client departments on
their toes as any delay in payment would be promptly
detected. The Committee, therefore, suggest that the pro-
posal may be reconsidered.

E. Write Ofts

66. The following table shows the amounts written off
by the Corporation during the years 1961-62, 1962-63 and
1963-64: —

1961-62 1962-63 1963-64

Rs. Rs, Rs,
(1) Temporary Hutments 29,392 1,54,318 1,81,132
() Small Tools & Stores . . . 38,250 1,87,252 2,68,038

{(si7) Centering, Shuttering and scaffold-
ing . . . . . 1,42,924 6:91’338 11,72,51§

2,10,566 10,32,908 16,21,685

67. During evidence the Managing Director stated that
the expenditure on small tools and plants and temporary
hutments was not excessive but the wastage on account of
centering and shuttering was abnormal and wunreasonable.
He was, however, trying to avoid this during the current
year. He added that no norms of percentages for writing
off amounts on this account could be fixed.

68. The Committee are unable to appreciate as to why
no norms for wastage and depreciation can be fired. Since
the expenditure on this account also has to be added in the
tenders, there should be some norms for assessing them.
The Committee feel that there is scope for reduction in
expenditure on small tools and plants and temporary hat-
ments, if effective control is exercised over them. They
trust that these norms would be fired by the Corporation
after a comparative study of the practice followed by the
private contracting firms and the expenditure on this
account would be kept under constant watch with a view
to minimising the same.

Norms for
Writes Off
not fixed.
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PLANT AND MACHINERY

69. The value of constructional plant, machinery and
vehicles acquired by the Corporation during each of the
years upto 1963-64 is given below:—

Year Value (in Rs.)
Plant & Machinery Vehicles Total
(Trucks and
Jeeps)
1960-61 . . 18,609 .. 18,609
1961-62 . . 7511,570 8,27,572 15,39,142
1962-63 . . 12,81,743 10.92,994 23.74,737
1963-64 . . 2,66,700 47,034 3,13734
22,78,622 19,67,600 42,46,222

70. It will thus be seen that till 1963-64 the - Corpora-
tion had acquired plant, machinery and vehicles worth
Rs. 42'46 lakhs.

71. It has been stated by the Corporation that while con-
crete mixers and vibrators have been utilised, except dur-
ing periods of breakdowns and monsoons, stone crushers
have remained idle for some periods on account of difficul-
ties encountered in their installation and in finding per-
sonnel to operate them. The details regarding the utilisa-
tion, breakdown period and idle time of each type of
machinery which were promised to be furnished, have not,
however, been supplied to the Committee so far. During
evidence, it was admitted that the non-utilisation of plant
and machinery was largely due to the purchase of defective
machinery and bad maintenance. A knowledgeable person
also informed the Committee that the Corporation purchas-
ed items of equipment without mature consideration and
that many items of equipment could not be utilised under
present Indian conditions. In reply to a specific question,

22
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the Committee were informed that no investigation as to
how defective machines happened to be purchased was made
by the Corporation.

72. The Committee cannot help agreeing with the view
that plant and machinery was purchased by the Corpora-
tion without fully considering the need therefor. Large
sums of money were invested in defective machinery whick
could not be fully utilised. Apart from uneconomic capital
investment, this resulted in increasing the overheads of the
Corporation by way of depreciation of the machinery and -
the wages of the staff.

73. It is vital for a ‘business organisation to see that the
entire plant and machinery is brought into full use. The
Committee, therefore, recommend that effective steps
should immediately be taken to utilise all the machinery to
the optimum extent so as to ensure maximum out-turn from
the large capital investment made therein.

74. The Committee are also concerned at the light man-
ner in which the purchase of defective machinery was
treated by the Corporation. They are surprised that no
enquiry in this regard was even considered necessary to
find out whether any malpractices were involved. They
recommend that this matter should be investigated and
responsibility fixed.
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ORGANISATIONAL AND STAFF MATTERS

A. Gevernment Control
Ommmlonl 75. The work of the Corporation is coordinated/control-

:,‘:,{’,‘; led in the administrative Ministry by a Joint Secretary
assisted by a Housing Commissioner and an Under Secre-
tary. Besides there is a Section in the Ministry which
looks after all the four public undertakings viz. Ashoka
Hotels, Janpath Hotels, Hindustan Housing Factory and the
National Buildings Construction Corporation under the
administrative charge of the Ministry. This Section at-
tends to all administrative matters and watches the re-
ceipts of reports and returns from all these undertakings.

B. Board of Directors

76. The Corporation is managed by the Board of Direc-
tors. Article 80 of the Articles of Association of the Cor-
poration specifies that the number of Directors shall not
be less than two and not more than twenty. In practice,
however, this number has varied between 4 and 5 only.

Composi= 77. The Board of Directors consists of a part-time non-
tion. official Chairman and a full-time Managing Director and
three Directors.

78. Except the Chairman and a member all other mem-
bers of the Board are Government Officers. It has been
stated that there is no definite criterion for the selection
of the members of the Board. The senior technical and
non-technical Officers of the Ministry of Works and Hous-
ing and its attached Offices and the Ministry of Finance
who are connected with the affairs of the Corporation are
generally appointed as Directors. The other members of
the Board are appointed from amongst Governmcnt offi-
cials or public men depending upon their technical know-
ledge, their ability to guide the affairs of the Corporation
and the interest they are likely to take in its working.

24
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Chairman:

79. The Committee note that there have been four
changes in the incumbency of the post of Chairman of the
Corporation since its inception in November, 1960. Prior
to 10th Décember, 1963, when the present non-official
Chairman. took over, this post was held by the Secretary
of the Ministry.

80. The Committee consider that the appointment of the
Secretary of the administrative Ministry as Chairman of
a public undertaking, was ill advised as these busy Offi-
cers could not obviously be expected to spare sufficient
time to effectively supervise the affairs of the Corporation
which was exrpected of them in their capacity as Chair-
man. Moreover such an arrangement is not conducive to:
assessing the working and efficiency of the Corporation in.
an objective and impartial manner by the administrative
Ministry. The Committee regret to point out that the con-
tinuation of this arrangement after November, 1961 was in
clear contravention of the decision by Government on the
recommendations of the Krishna Menon Committee, that
no Secretary of a Ministry/Department shall be a member
of any Board. The Committee trust that in future Secre--
taries would not be appointed to the Board of any Public
Undertaking.

Managing Director:

81. The Corporation has had three Managing Directors
so far. The first Managing Director who was also the
Officer on Special Duty in connection with the setting up
of the Corporation, was a retired sehior Officer of the
Indian Defence Accounts Service. The second was the
Additional Chief Engineer of the C.P.W.D. He was rever-
ted to his parent department on the completion of his period
of deputation. The present Managing Director is also a
serving Additional Chief Engineer of the CP.W.D. It was
stated that although the latter two Managing Directors
were from amongst the experienced Engineers of the
C.P.W.D,, they had no experience of working as contrac-
tors. This is the first time that these Engineers have been
appointed to a post of this nature to act as contractors.
On enquiry whether any of the Managing Directors was
attached to the National Projects Construction Corporatiom
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to gain experience in this line, it was stated that it was
not done as they were doing a different kind of work.

82. The Committee consider it necessary that top man-
agement viz. Managing Director, Chief Engineer and Fin-
ancial Adviser & Chief Accounts Officer bring with them

.some previous experience of managing similar undertak-

ings. Omne way of securing this would be to select them
in advance and to give them intensive training and orien-
tation in similar undertakings where they can acquaint
themselves with the organisation, methods of working and
problems of public undertakings. It is unfortunate that
even when such training could easily have been arranged
with the National Projects Construction Corporation, no
attempt was made to do so. The Committee have no doubt
that had this been done, the losses suffered by the Corpo-
ration would have been minimised if not avoided altogether.

83. The Committee recommend that to avoid similar
situations’'in future, Government should take timely action
to impart the requisite training and orientation to the top
management of new undertakings.

84. Asked about the qualifications and experience of
the only non-official member, it was stated that he had no
experience of house building and similar works hut was
associated with the business of print@ng and stationery.

85. The Committee consider it important that great
care is exercised in the selection of members of the Board
of Directors as they are expected to contribute effectively
to the efficient working of the Corporation. Apart from
the officers of the Ministry of Finance and the adminis-
trative Ministry, other members should possess such ex-
perience and knowledge as could really be useful in pro-
‘moting the business of the Corporation and its efficient
functioning. The Committee trust that this would be kept
in view in future.

Frequent Changes:

86. There have been frequent changes in the member-
ship of the Board of Directors including the posts of
Chairman and the Managing Director. During the last
four years there have been four changes in the incumbency
of the post of Chairman and three changes in the post of
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‘the Managing Director. A number of Directors have served
-on the Board of the Corporation for a year or even less
-as shown below:—

Name . From To
‘t, ShriN. G. Dewan . 80-7-64 27-8-64
.2. Shri I. K. Gujral 22-2-64 10-3-64¢
3. Shri V. V. Chari 2-12-63 23-1-64
4. Shri D. J. Madan . 1-9-63 2-13-63
‘. Shri R. N. Vasudeva . 29-12-62 1-9-63
6. ShtiC.P.Gupta . . . . . 31-12-63  19-10-64

87. The Committee consider that frequent changes in the
Board of Directors detract from the effective direction and
supervision that is expected from this body. The Commi-
ttee hope that as agreed to by the Secretary of the Minis-
try this would be avoided in future.

88. At present neither the N.P.C.C. nor the National Interlo:thg
Buildings Organisation nor the Central Building Research ;’thm“"'
Institute, which are engaged on research in the field of
building construction, are represented on the Board of

Directors of the Corporation.

89. The Secretary of the Ministry, during evidence, Regsons for
‘stated that N.P.C.C. was not represented on the Board as it f:; repre-
was engaged on a different type of work and was under others on the
a different Ministry. The association of National Buijld- N-B.C.C.
ings Organisation or Central Building Research Institute
was also not considered necessary as the Corporation had

no technical problems.

90. The Committee are not convinced by the above
wreasons. They feel that it would be advantageous for the
public undertakings working in the same or allied fields to
have inter-locking of Directorships as this would enable
them to benefit from mutual experience. The administra-
tive control of different Ministries over such undertakings
should not stand in the way of this arrangement. The
‘Committee understand that since 1962-63 the National Pro-
jects Construction Corporation has extended the scope of
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its activities to civil and structural engineering works and’
has in fact constructed airfields and civil works. They,
therefore, recommend that early steps should be taken to
have the Chairman or the Managing Director of the Nation-
al Projects Construction Corporation on the Board of this
Corporation.

91. The Committee also feel that the association of the-
heads of research organisations like National Buildings
Organisation or Central Building Research Institute on the-
Board of the Corporation would also contribute to effi-
ciency and economy by introducing new designs and tech-
niques in the building industry which is one of the objec-
tives of the Corporation. The Committee, therefore, re-
comntend that the Board of the Corporation may be suit--
ably reorganised as early as possible.

Working of the Board:

92. The Committee are informed that the Board became-
aware of the heavy losses incurred by the Corporation in
1962-63, when the accounts for that year were finalised in
December, 1963. Similarly the position regarding the
financial results of the working of the Corporation during
1963-64 was not known to them before the finalisation of
the accounts of that year.

93. It is thus evident that there is no continuous and
concurrent watch over the performance of the Corporation
by the Board. This conclusion is further strengthened by:
a perusal of the agenda and minutes of the meetings of the
Board, which do not give any indication that they have
evolved any method to measure the performance of the
Corporation as the works proceed. The Committee can-
not help observing that the Board failed to perform its
principal task of evaluating the performance of manage-
ment and giving it the necessary direction and guidance.
Had the Board been vigilant, the mistakes and short-
comings of the management would have been detected in
time and the losses minimised. The Committee trust that
Government would take suitable steps to watch that the
Boards in Public Undertakings not only realise their res-
ponsibilities but discharge them properly.
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C. Organisational set-up

(a) Head Office:
984. The Head Office of the Corporation, which is located
at New Delhi, has four branches, viz.:—
(1) Administrative Branch
(2) Engineering Branch
(3) Finance & Accounts Branch; and

(4) Purchase Branch.

95. In reply to an enquiry from the Committee, it has Design and
been stated that hitherto there has been no Designing and ce
Planning Cell at the Headquarters exclusively for evolv-
ing specialised and economic designs. This has not been
felt necessary as the Corporation works on the designs
supplied by the clients themselves. A Planning Cell has,
however, recently been get up under a Planning Engineer
with the following duties: —

(a) to plan what works should be obtained for the
Corporation and prepare tender papers for sub-
mission.

(b) to watch the progress of work.

(c) to think of ways and means of bringing into
operation new fields of activity.

(d) to help the units in instituting claims against
the clients for works done and not covered by
the agreement.

(e) to plan T. & P. and other equipment,

(f) to look after the vigilance work of the Corpora-
tion.

96. The Committee consider that the setting up of a
Planning Cell, with the duties enumerated above, should
have been the first step for an organisation of this nature.
The Committee trust that this Cell would be suitably or-
ganised and would prove a real help in improving the
working of the Corporation.

The Committee further suggest that the Corporation
should also set up a Cell at the Headquarters which can
prepare designs for works undertaken by it. This would
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enable the Corporation to secure more works on the basis
of economic designs as also to introduce new and unfami-
liar designs, which is one of its objectives. The Com~
mittee understand that reputed private contracting firms
also follow this practice and submit alternate designs at

the time of tendering which is a factor in their securing
works readily.

(b) Reorganisation:

97. Till recently the Corporation has had flve Regional
Offices at Delhi, Bhopal, Bangalore, Namrup and Durga-
pur under Regional Managers and 30 unit offices either
under Resident Engineer or Assistant Engineer in 12 diffe-
rent States. Although certain powers had been given to
the Regional Managers, there had been too much of Central
control from the Head Office. The control of the Regional
Managers over the Resident Engineers had also been loose
in the matter of watching the progress of work. To add
to the difficulties the accounts of all the areas had also
been centralised in Delhi.

98. The Committee are informed that a scheme to re-
organise the set up of the Corporation and to decentralise
the responsibility of preparation of accounts and control
over works has been decided upon. Under the re-organis-
ed scheme the Corporation will have three distinct zones
spread all over the country which will be controlled by
Chief Regional Managers in the scale of Rs. 1.300—1,800
(+ 20%) or Rs. 1,600—1,800. They will have the neces-
sary complement of Resident Engineers. Their headquar-
ters will be located at Calcutta, Bangalore and Delhi. The

stations under each Chief Regional Manager are given
below: —

1. Chief Regional Manager Calcutta:

Calcutta
Durgapur
Ranchi
Namrup
Manipur
NEFA



a T
II. Chief Regional Manager, Bangalore:
Bangalore
Madras
Pondicherry
Trichy
III. Chief Regional Manager, Delhi: )
Delhi
Bhopal
Bailadila
Bombay.

99, In addition it is proposed to have Regional Mana-
gers (in the scale of Rs. 1,300—1,600) at Delhi, Bhopal,
Bailadila and Namrup. It is stated that these Regional
Managers are being located only in those places where
communications are difficult and where there is concen-
tration of works.

100. The Committee were informed that no detailed No study
de of the
studies of the organisational set up of big private con- orgam,.-
tracting firms or any other organisation in the line were utgrs!::! :l:'r'z-
made by the Ministry of Works and Housing before the ganisations.
setting up of the Corporation. The Management of the

Corporation has also not made any such study since its
canstitution.

101, The Committee consider that a study of the
organisation structure of similar organisations in the
private and public sectors was necessary before launch-
ing a new undertaking as it would have been helpful-in
organising it on sound lines. It is regrettable that no
such prior study was made. At the instance of the Com-
mittee the Managing Director of the Corporation has now
undertaken to do it. The Committee hope that this study
would be completed at an early date and the organisation

of the Corporation reviewed.
D. Staff Matters

Categaries of Posts:

102. There are a number of categories of posts in each
department of the Corporation. 1n the four departments

.
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. there are 31 different categories of posts as detailed

—

below: —
(i) Engineering Establishment 13 types
(1i) Accounts Establishment s types
(iii) Purchase Establishment 3 types

(iv) Administration Establishment 10 types
Total : 31 types

103. Thus in each department there is a heirarchy of
officers. For example, on the engineering side, besides
the Chief Regional Manager, there are Regional Manager,
Resident Engineer, Assistant Engineer, Junior Engineer,
Clerk of Works, Section Officer, Works Assistant, Work
Supervisor and Work Mistry. Similarly, on the accounts
side, besides the Financial Adviser-cum-Chief Accounts
Officer, there are Accounts Officers, Assistant Accounts
Officers, Superintendent of Accounts, Assistant Account-
ants, Senior Clerks and Junior Clerks.

Overlapping 104. During evidence the Managing Director admitted
':f“““’“" that there was overlapping in the three categories of
. ingSaf.  Engineering staff, viz., Assistant Engineers, Junior Engi-
: neers and Clerks of Works as all of them were perform-
ing the same duties.

105. The Committee consider that the multiplicity of
categories of posts in a public undertaking leads to blurr-
ing of responsibilities and consequential delays in execu-
tion of works. They also feel that there are a large num-
ber of higher posts in the Corporation than is necessary
and that there is scope for reduction therein. The Com-
mittee recommend that the question of rationalising the
categories of posts in the Corporation with a view to their
reduction may be examined. While doing so the position
prevailing in similar undertakings in the private and pub-
lic sectors may also be taken into account, At the same
time it is important that the responsibilities of each cate-
gory of post are clearly determined and demarcated.

Strength of 106. The Committee were informed that the strength
ll};ﬁ::'. of Resident Engineers and of the Corporation was deter-
mined on the basis of each Resident Engineer’s unit turn-
ing out a work-load of Rs. 20 to 25 lakhs a year. It is,
however, seen from the statement of the value of works
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executed by the Resident Engineers during the years
'1962-63 and 1863-64, given at Appendices IV and V respec-
tively, that during the year 196263 only six of them
executed works of the value of Rs. 20 lakhs. Similarly
during 1963-64, out of 33 Resident Engineers only 7 did
work of Rs. 20 lakhs and more. In fact a large number
-of Resident Engineers did work of less than even Rs. 10
lakhs per year during this period. Thus the turnover of
the majority of Resident Engineers has been much below
the norms fired for them.

107. From the information furnished to the Committee Qut-turn of
g w further seen that the Corporation has 36 Resident RB""."“"
ngineers.

Considering that the Corporation desires to stabilise its
annual turnover for some years in future at Rs. 400 lakhs,
it would require not more than 20 Resident Engineers, if
the norm of work load of Rs. 20 to 25 lakhs for each Resi-
dent Engineer is adhered to. The Committee, therefore,
recommend that immediate steps should be taken by the
‘Corporation to reduce the strength of the Resident Engi-
‘neers so as to bring it in conformity with the workload.
At the same time it should ensure that the out-turn of
‘work by the Resident Engineers is of the required
standard.

Deputationists:

108. On 1st October, 1964, the Corporation had 47 depu-
tationists in various categories of posts. The posts on
‘which they have been employed are shown in Appendix VI.
Under the reorganised scheme, the Corporation is propos-
ing to take on deputation from the C.P.W.D. three Chief Re-
gional Managers, four Resident Engineers and six Assistant
Engineers.

109. It will be seen that the deputationists have been Reasons fos
taken to fill mostly the engineering and accounts posts in "km!l""
the Corporation. Explaining the reasons, it was stated depum
that good senior engineering staff, which they had taken
on deputation from the C.P.W.D.,, was not available in
‘the market. Similarly difficulty was also experienced
‘in the recruitment of accounting staff.
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110. It was further stated that the deputation of tops
level engineering staff from the C.P.W.D. with previous.
experience of departmental work, was considered neces--
sary in view of the heavy losses suffered by the Corpora-
tion. The Managing Director added that he wanted to
send the deputationist Resident Engineers back after-
weeding out officers of doubtful integrity. It had also-
been decided to recruit Assistant Accountants from the-
open market and to train them for their work.

111. It may be that in the initial stages taking of some:
top officers on deputation would be necessary. The Com-
mittee, however, feel that deputationists, besides being
costly on account of the incidence of deputation pay and
leave salary and pension contribution are not ultimately
conducive to the efficiency of any organisation as they
have no stake in it. Moreover, by their attitudes and
training the deputationists are used to different way of
working which hardly fit in to a business organisation of
this type. The Committee, therefore, recommend that
the Corporation should take energetic steps to recruit,
train and develop its own staff so as to do away with the:

deputationists at all levels within a period of five years..
if not earlier.

&
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OTHER MATTERS
A. Execution of works direct by the Corporation

112. The Committee are informed that construction
works of all the Ministries are executed through the
agency of the Central Public Works Department
(CP.W.D.). The C.P.W.D. usually awards contracts to
the building contractors and supervises the execution of
works through its own engineering staff. For its service,
the C.P.W.D. levies departmental charges ranging from
8 to 14 per cent on the cost of works.

113. The Committee enquired whether the Ministries
could entrust the execution of their works direct to the
Corporation. The Secretary of the Ministry stated that
time was not yet ripe for such an arrangement. The repre-
sentative of the Ministry of Finance, however, stated that
if the Corporation could be developed further, the inter-

vention of the C.P.W.D. could be reduced or completely
eliminated,

114. The Committee consider that it would make for-
economy and speedy execution, if the Corporation, which
is wholly Government-owned and is managed by technical
persons, is made directly responsible for execution of
works of the Ministries, rather than through the agency of
the C.P.W.D. as it would avoid duplication of supervisory
steff and levy of departmental charges by the C.P.W.D.
Such an arrangement obviously presupposes that the Cor-
poration is fully geared to undertake the required type of
works and has acquired a reputation for executing quality -
work expeditiously and at economic rates.

The Committee ruggest that the feasibility of entrusting

works directly to the Corporation may be examined as
early as possible.

B. Reports and Returns

115. The Committee note that the Corporation is re-
quired to submit 11 reports and returns to the Ministry-



“Reviews of
Financial
Adviser.

Reasons for
Delays in
Submiuioq.

ot Works and Housing and the Ministry of Finance. A list of
these reports/returns, their subject matter and periodicity
is given at Appendix VII.

116. Despite these reports, neither the administrative
Ministry nor the Ministry of Finance were aware of the
difficult financial position of the Corporation in guod time.
On the other hand, these reports, on the basis of a set
formula, calculated that a margin of profit would be earn-
ed by the Corporation on each work. Such reports cam
only be categorised as misleading. The Committee, there-
fore, feel that there is a need to re-examine the utility of
these reports and returns. Their form and content also
need to be modified. They recommend that the Government
should review the matter.

117. The Committee note that the Quarterly Reviews of
the Financial Adviser were not submitted in time and
were delayed for periods ranging from three to nine months.
The Reviews for the quarters ending March, June and
September, 1963, were consolidated into one and submitted
together on 3rd January, 1964. The Reviews for the quar-
ters ending June and September, 1964, which were due
to be submitted by 5th July and October, 1964, respec-
tively, have not so far been submitted.

118. The reasons for delays in submission of these Re-
views were attributed to late receipt of returns from the
field units and branches of the Corporation. The heavy
duties and responsibilities attached to the post of Finan-
cial Adviser and Chief Accounts Officer of the Corporation
were also stated to be the reasons for delays.

119. The Committee feel that the position in this regard
is not happy. They hope that once a report or return is

. prescribed and a time limit fixred for its submission, it

Losses not
‘mentioned in
Audit
Report.

should be adhered to.

C. Audit Reports

120. The Committee note with regret that cases of ex-
cess consumption of material and labour, excess expendi-
ture on overheads, giving lower tenders and other irregu-
larities, which resulted in heavy losses to the Corporation
amounting to nearly one crore, have so far not been point-
ed out by the Comptroller & Auditor General in his Audit



"

Reports or in his comments on the Annual Accounts of the
Corporation. The Commercial Auditors have also not
brought them out in their report.

121. The Committee regret that it has not been possible
Jor the Comptroller and Auditor General to detect these
irregularities and losses so far and report on them. They
consider it essential that such cases should be detected
and brought to the notice of Parliament as early as possi-
ble. The Committee, therefore, recommend that the feasi-
bility of devising a procedure under which this can be done
may be examined.

D. Mechanised Brick Kiln

122. From the Review of the Government on the work-
ing of the Corporation for the year 1960-61, it is seen that
the Corporation was planning to set up a mechanised
brick kiln in Delhi to produce bricks of a high quality at
ecorfomical rates. It has been stated that the Corporation
has now entered into an agreement with a Rumanian con-
cern to set up the brick kiln. The order for the plant has
been placed in July, 1964. The kiln is proposed to be set
up in Sultanpur village, at an estimated capital cost of
Rs. 22 lakhs. The cost of imported equipment is estimated

~at Rs. 7'1 lakhs. The kiln is expected to manufacture
about 3 to 3% crores of bricks at an estimated cost of
Rs. 31/- per thousand bricks. In addition, it is proposed
‘to produce special and perforated bricks which would be
lighter and stronger and would result in a saving of about
5% on the cost of structure.

123. Regarding the delay in setting up the brick kiln it gel.'!i;
was stated that enquiries and clarifications from the rupee the .
currency areas from where the mechanised equipment was
to be imported took time and ultimately the agreement
for the supply of mechanised equipment was finalised
with Rumania.

124. The Committee deplore the delay in setting up
‘the brick kiln as delays invariably increase costs. They
hope that the kiln would now be commissioned expedi-
tiously and it would be ensured that the cost of bricks
would be kept’ within the estimates.
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CONCLUSION

125. After a study of the working of this Corporation.
the Committee are constrained to observe that its perfor-
mance has been extremely poor and thoroughly disap-
pointing. The desirable objectives with which the Corpo-
ration was brought into existence have not been fulfilled.
This is not the result of inherent difficulties but due to
want of proper planning and absence of direction and

- superintendence by the concerned administrative Ministry

and the Management of the undertaking. The main failures
of the Corporation have been indicated in the paragraphs
supra. They are:—

(i) The Board failed to give necessary direction and
guidance to the Corporation.

(ii) The Board did not evolve any method to mea-
sure the performance of the Corporation or to
detect the losses concurrently.

(lii) The Board did not become aware of the mount-
ing losses until December, 1863. Although the
Financial Adviser has to report to the Ministry
about the financial performance, he did it only
after the aforesaid date.

(iv) The Ministry also does not appear to have
looked into the performance, financial and other-
wise, of the Corporation.

(v) Reasons of losses were not investigated and
responsibility fixed.

(vi) There was delay in taking disciplinary action.

(vii) Estimates of Prime Costs, and works overheads
were not prepared and tenders for works were
submitted on inadequate and perfunctory data.

(vﬁi) There was excessive consumptign of material
and labour; norms were not fixed.



(ix) There was lack of control over the performance
of field units.

(x) Targets of works for execution were not fized.
(xi) Works were mostly delayed.
(xii) Outstanding dues were allowed to accumulate.
(xiii) Defective plant and machinery was purchased.
(xiv) Plant and machinery was not utilised fully.

(xv) Performance of a number of Resident Engineers
was very poor.

1268. The Committee have no doubt that with the in-
creasing building activities in the country there is great
scope and need for a public sector undertaking like the
National Buildings Construction Corporation. But unless
the Ministry reviews the working of the Corporation since
its inception and devises means to mend the Corporation
and its working, it is not likely to achieve the objectives
with which it was established.

The Committee, therefore, recommend that the Minis-
try should take up the question of rectifying the defects
in the organisation and methods of working of the Cor-
poration with the utmost exrpedition.

PANAMPILLI GOVINDA MENON,
Chairman,
New DrLHI, Committee on Public Undertakings.

March 24, 1965,
Chaitra 3, 1887 (Saka).
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APPENDIX II

(Vide para 35)
Extracts from the Report of the Housing Commissioner regarding Losses

The Corporation suffered a loss of Rs. 67,039/- in 1960-61, of Rs. 1,24,
in 1961-62 and of Rs. 31,71,460/- in 1962-63. Thus, the total loss ingug:eaé
by the Corporation since its inception upto 31st March 1963 was Rs. 33,63,142/-.
;t has not been possible to go into full details of the losses of the Corporation
in 1962-63, but broadly speaking, they can be divided into five major heads as

follows :—
(Rs. in lakhs)

(#) Loss on account of giving lower tenders as the Corporation
was in the line. . . . . . . 7°33

(The Corporation started work in 1961-62, when it had no

previous experience of contract works. This experience

could only be acquired by undertaking works, which

it could not always secure at economical rates and which

it had to accept, more or less, on the terms offered by the

clients.)

(55) Loss due to increase in the prices of building materials. . 7°92

(In 1962-63, the Corporation mostly executed works,
which were awarded to it in 1961, after which there was
an appreciable rise in the prices of building materials
and labour rates. This is evidenced by the fact that the
rates for the award of construction works in 1962-63
were considerably higher than those prevailing in
1961).

(s58) Loss due to excess consumption of materials. ’ . . 607

(Excess consumption has generally been in the case of
sand and stone ballast. There has also been excees con-
sumption of bricks at Bhopal due to the poor quality of
bricEs there. It has been stated that excess consump-

tion of building materials was due to laxity of control
on receipt and use of materials, because of the poor
quality of field staff which was mainly recruited from the
open market in which persons of required integrity and
calibre are generally not available. Another reasons was
that most of the works relating to residential quarters
were spread over large areas which rendered effective
supervison difficult.)

(19) Excess expenditure on labour. . . 315

(The Chief Engineer has stated that this loss was primarily
due to the fact that the works were carried out through
departmental labour instead of piece rate workers. He

4]



has claimed that departmental labour is generally more
costly though they do work of a better qua{ity).'

-—

: (v) Excess expenditure on overheads and indirect charges. . $:70

(The Chief Engineer has stated that the supervisory staff is
just the minimum. But losses have occured under this
head due to insufficient provision for overheads and
indirect charges in the tenders on account of lack of

experience).

ToraL . . . . Rs. 30-17 lakhs

(A break up of the above losses, station-wise, is given in Appendix-I)

2. The losses under items (i) and (ii) can be defended. The loss suffered
by the Corporation on account of submission of lower tenders may have
resulted in some gain to the Government or semi-Government bodies, whose
works were executed by the Corporation. Similarly, the Corporation could
have no control over the rise in the prices of building materials, after the works
had been awarded to them in 1961. The loss on account of this rise was
inevitable and must have been suffered by other contractors as well. But
the losses incurred under items (iii), (iv) and (v) need to be examined. The
excess cnsumption of building materials is primarily due to laxity of control
on the part of the ficld staff. This can be remedied by stricter control by
senior staff of the Engineering and Accounts Departments, and by making
the field staff regou.la: instead of work-charged. As regards excess expenditure
on labour, the Corporation shouldi ncreasingly employ piece-rate workers like
private contractors. As for overheads etc., the Corporation should make a
more realistic assessment of the likely expenditure and provide accordingly
in the tenders. In other works, the Corporation should work more as a com-
mercial body than as a Government organisation.



APPENDIX Il

(Vide para 59)
Statemenst showing position of dues outstanding against clients as on
31-3-1964.
Field units Name of clients Outstanding
dues as on
1-4-1964.
‘Bhopal Heavy Electricals Limited . Rs. 8,94,223-7¢
Public Works Department (MP)* . Rs. 8,20,752°42
Maulana Azad College of technology Rs. 2,49,392-0o0
Total for Bhopal . Rs. 19,64,368-17
Bangalore National Aeronauticals Lab. . Rs, 17,022 0
New Govt. Electric Factory. . Rs. $,41,225°22
Total for Bangalore . Rs. §,58,247-72
“Changlong . Tirap C.P.W.D., Khonsa :— . . Rs.  50,547°23
Delhi Indian Institute of Technology . Rs. 1,47,865-61
P.W.D. Mysore . Rs. 1,44,800-00
Government of Maharashtra . Rs.  64,371-43-
C.P.W.D. . . Rs. 15,41,529-27 ‘
New Delhi Municipal Comrmttee . Rs. 43,701°00
Total for Delhi . Rs. 19,42,267°31
Madras Central Leather Research Instt. . Rs. 15,317°73
Indian Institute of technology . Rs. 7,68,419-74
Indian Drugs & Pharma, Ltd. . . Rs. 1,63,796-27
Air India . . . Rs. 7-434°37
Central Public Works Deptt. . . Rs. 2,96,125:61
Total for Madras . Rs. 12,51,093°72
43

2425 (Aii) LS—4.
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Field units Name of clieats Outstanding

dues as on

1-4-1964
Namrup . Fertilizer Corporation of India’ . Rs. ‘' 2,67,852-02
Pondicherry Central Public Works Department . Rs. * 5,34,998:73
Tiruchirapalli, Heavy Electricals (I) Limited . . Rs. 1,58,721-25
Ranchi Heavy Engineering Corporation . Rs. 2,79,844-08
Durgapur . Opthalmic Glass Project Factory . Rs.  17,227-36
Heavy Engineering Corporation . Rs. 68,640-42

Total for Durgapur . Rs. 85,867-78
Patratu . Bihar State Electricity Board . . Rs. 3,70,500°00
Imphal Public Works Deptt. Manipur . Rs.  64,000-00
Bombay Central Public Works Deptt. . . Rs. 2,08,814-23

Grand Total . . Rs. 77,37.122-14 |




APPENDIX IV

(V1de para 106)
Statment showirg the value of work done by each Resident Enginesr
at different units during 1962-63

Value of Velue of
Unit Name of the Resident Engi- work done  work done
neer by each R.E. ateach unit
(Rs) ®s)
Bhopal 1. Sh. C. J. Kanal 22,98,136 '
2. Sh. C. J. Kanal 38,47,903
3. Sh. R. R. Tomar $,77.524
4. Sh. S. Krishnan 4.85,002
5. Sh. K. Satyanarayana 777,353
6. Sh. P. T. Varandani 12,43,493
7. Sh. H. K. Nangpal . 10,96,494 1,03,25,905°71
Bombay . Sh. C. V. Sathe 11,59,612:75  11,59,612°%7%
Barauni . Sh. T. K. Chakrawarti  8,79,675°21 8,79,675°31
Bangalore Sh. K. Ramkesri 14,68,603°59  14,68,603°59
Delhi 1. Sh. K. V. G. Menon. 23,86,733-81
2. Sh. S. Khale . . 14,57,644°82
3. Sh. S. C. Gulragani . 29,24,478°'57
4. Sh. Amar Singh 1,55,368-77
5. Sh. R. P. Sareen 87,556°53 70,11,782° S0
Durgapur Sh. B. Samanta 37,414 37,414°03
Hardwar Sh. R. P. Sahawney 1,66,107 1,66,107°00
Imphal 1. Sh. K. S. Rao . 6,20,674 .
2. Sh. P. B Reddy 5,16,550 11,37,224.04
Madras 1. Sh. M. S. Rao . 32,22,884
2. Sh. A. V. Venkataraman 10,84,547
3. Sh. K. K. Thomas . 44,56,047 87,63,478 00
Pondicherry 1. Sh. N. N. Iyengar 19,24,336
2. Sh. K. Annanta
Padamanabiah 3,80,099 23,04,435 28
Patratu Sh. K. P. Udeshi 15,27,766°75  15,27,766°75
Ranchij Sh. T. K. Chakrabarty ~ 2,02,972°97  2,02,972°97
Trichinapoly Sh. M.R.S. Raghanan 2,46,228-94  2,46,228-94

3,52,31,207°00




APPENDIX \
' (Vide para 106)

Stcatement showing the value of work done by each Resident Engineer
and Profit and Loss made at each unit during 1963-64.

Value of Value of Profit/
Unit Name of the Resident work done work done Loss

Engineer by each at each unit
R.E.
(Rs.) (Rs.) (Rs.)
“Tiruchirapalli Shri K. Hussain . 15,52,232 15,52,232 1,94,550
Pondicherry  ShriN. N. Iyengar . 19,73,084
Shri K. Sankaran . 9,03,059  28,76,143 —3,82,537

Bangalore . °*Shri C.L. SubbaRao . 24,99,221
Shri K. A. Padamanabiah 6,06,781
Shri B. Ramamurthi . ~23,60,492  $4,66,494 33,300

Madras . *Shri K. K. Thomas . 23,72,129

Shri A.V. Venkataraman 28,87,462

ShriM.S.Rao . . 34,86,390  87,45,981 —6,49,679
Bhopal . ShriS. Venkatram . 18,37,302

Shri R. R. Tomar . 7,545,791

Shri S. Krishnan . 13,82,102

Shri K. Satyanarayana 19,55,224
Shri P. T. Varandani . 25,37,523

Shri V. P. Pothen . 494,870 89,61,812 —11,94,036
Delhi . Shri S. B. Seth . . "44,36,110

Shri V., P. Kattarmal . 12,79,353

ShriR. S. Jain . . 23,01,870

Shri Amar Singh . 34,20,897

Shri R. P. Sareen . '1,59,085 1,15,97,31§—10,50,764
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Value of Vatue of Profit/
Unit Name of the Resident work done work done  Loss

Engineer by each  at each unit
R. E

Bombay . Shri C. V. Sathe . 8,48,75s 8,48,755 —63,540
Hardwar . ShriR.P.Sawhney . 5,00,838 5,00,838 423,729
Namrup . ShriA. L Ibrahim . 4,33,199 '

Shri A. S. Swamy . 9,02,030

Shri R. P. Sawhney . 1,19,542

Shri L. C. Ukil . . 78,266  15,33,037 —60,844
Ranchi . Shri S. P. Gupta . 10,18,086 10,18,086 ~—g,73,504
Patratu . *Shri B. Balaram . 308133  3,08,133 —I,18,902
Barauni . .. . . —2,828
Imphal . Shri P. B. Reddy . 7537053

ShriK. S.Rao . . 3,46,I1S 10,83,168 —3,50,770
Changlong . ®*Shril. S. Narang . 1,49,431 1,49,431 —4,183
Durgapur . ShriB. Samanta . 3,33,801 3,33,891 —83,030

4,49,75,316 —43,72,128

*Except Shri I. S. Narang, who wsa a Clerk of Works, these offices
were Assistance Engineers holding independent charge of works in the
same way ag the Resident Engineers.




. APPENDIX VI
(Vide para 108)

. Statement showing the nunder of Dzputationises in different catsgories in
the Corporation (As on 1st October, 1964)

Total No. Number
in posi-  of Depu-

S. No. Name of Post tion as on tationists
1-10-1964

I 2 3 4
I Managing Director . I I
2 Planning Eagineer . I I
3 Purchase O fizer I I
4 Accounts O ficer . . . . 2 X
§ Chief R:giv1al Manager . . . . I I
6 Regional Mnager 3 I
7 Resident E1jinzers . . 36 9
8 Assistant liagineers. . . I8 3
9 Office Sa) cintendent . . . . I I
10 Superint. 1 lont Accounts . . . 20 9
11 Office A;. aats . . . . . 8 2
12 Stenogridi:rs . . . . . 4 2
13 Senior Ci < . . . . . . 16 1
14 Cashier . . . . . . Vi 4
ToraL . . . 119* 47

*This number does not include other categories where there are no
deputationists. The total regular employees of gall categories in the
Corporation as on 1-10-1984 was 280.




APPENDIX VII
(Vide para 115)

Reports and returns which are sent to the Ministry of Works and Housing
and Ministry of Finance by the Corporation

Reports/Periodicity Date of Subject Matter
introduction
Weekly Reports
Weekly report to the Cabinet . 31-8-1964 Important and significant
events.
-Monthly Reports

_ (1) Moathly report to the Cabinet  3-8-1962
| (2) Monthly reporton Labour 5-5-1962
situation
Quarterly Reports
(1) Quarterly report to the Cabi-  30-5-1961
net

‘(2) Quarterly report of FA & CAO 5-12-1961

(3) Quarterly report on Cost Re-  23-3-1962
duction Studies

Half-yearly Rzpores

(1) Half-yearly return regarding 7-11-1962
requirement of foreign
Exchange.

(2) Half-yearly return reEarding 22-1-1963
appointm2nt of Labour/
Welfare Officers. °

‘(3) Half-yearly return regarding 20-6-1961
Industrial undertakings under
the various Ministries.

.Annual Returns
(1) Material for Annual Report ' 29-11-1961
to the Ministry.
{(2) A1l report on the Labour  3-9-1962
Situation.

Activities of the Ministry
Labour situation in Public
Undertakings.

Progress and performance
of Public Un Jjsrtakingse

Working of the Corpora-
tion

Studies for re lucing Costs
and increasing efficiency.

)

Foreign Exchuige require~
ments of Puolic Under-
takings.

Labour/Wclfare Officers
Rules.

Workers and Lablur Offi-
cers.

Review of activities.

Labour situiaon in Public
Undcrtak::. s.

49



APPENDIX VI

Summary of Conclusions/Recommendations

S.

No.

Reference to
the Para No.

Summary of Conclusions/
Recommendations

in the Report.

2

3

4—6

10

The Committee consider that the objectives:
with which the National Buildings Construction
Corporation Ltd. was set up, have remained large-
ly unfulfilled. The Committee consider 1hat,
whenever a public undertaking is set up, Govern-
ment should issue an Instrument of Instructions
embodying, inter-alia, the objectives so that they
are constantly kept in view.

The Committee also consider that when public
undertakings are constituted for the achievernent.
of certain objectives, it is only proper that, in
their Annual Reports, they should review their:
performance in the light of the objectives also.
The Committee recommend that Government
should issue necessary instructions to ensure that
this is done. ;

The Corporation has been working on an
ad-hoc basis and without fixing any targets of
work. The Committee consider it very esseatial
for public undertakings to prepare a well consi-
dered long-term programme of work not only to
enable them to assess their requirements of
finance, staff and machinery but also for a proper
appraisal of their performance later on. The
Committee, therefore, recommend that the Corpo-
ration should have a systematic plan for securing
contracts and should lay down targets of work
for every year.

The Committee appreciate that the Corpora-
tion has stabilised its turnover at Rs. 4 crores.
Since there is enormous scope for public works
to be undertaken by the Corporation there is no
reason why turnover should be stabilised at this
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level. The Committee recommend that the Cor-
poration should equip itself for the execution of
bigger targets,

The Committee feel that the delays in execu-
tion of works are due to the Corporation not hav-
ing properly organised its work. In some cases,
however, there have been delays due to the in-
ability of the clients to supply detailed designs
and drawings. The Committee are very much
concerned at these delays, as they result not
only in higher costs to the Corporation by
way of mounting overheads on establishment
charges and depreciation of tools and plants but
also disrupt the plan schedules of the clients in
regard to incomplete works. It is, therefore, of
utmost importance that the works are completed
within the time schedules fixed. Prompt execu-
tion of works would not only reduce the costs of
the Corporation but would also attract more
clients to it.

The withdrawal of certain works from the
Corporation is due to its inadequacy in equipping
itself with the required men and meachinery. The
Committee trust that the Corporation would en-
sure that such cases are avoided in future, as
these adversely affect its reputation with the
clients.

The Corporation has not only so far depended
on negotiated and cost plus basis works but in
future also desires to be allocated works with-
out competitive tendering. It is surprising that
the Corporation should try to sustain itself on
negotiated works which is contrary to the origi-
nal intentions. Such a practice is also a deviation
from the system of calling competitive tenders
for works which is commonly in vogue. Works
at negotiated rates and on cost plus basis would
leave no incentive to the Corporation to econo-
mise on its expenditure and to improve its effi-
ciency. Further, this practice, if followed by the
Ministry/C.P.W.D., would also expose them to the
charge of according preferential treatment and
awarding works at higher rates to the Corpora-
tion. The Committee, therefore, urge that the
Corporation should observe the normal proce-
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31-32

dure of securing works through
Towards that end it should develo
tive strength and efficiency.

The Corporation has not yet sign
for 25 works, which include 13 per
year 1962-63. Since non-finalising
agreements may lead to difficultie:
eventually, the Committee urge tha
tion should ensure that all the a;
signed within a stipulated time.

The Committee are amazed at t}
and unbusinesslike procedure adopt!
poration in tendering for works. '
been mainly responsible for the he
curred by the Corporation. The i
commend that the.responsibility fo:
respect should be fixed and disci
taken against the persons responsi

The Committee consider that 1
norms of consumption of material
and watching them regularly are
of management control in the buil
tion industry. Labour and materi
60 to 70 per cent of the cost of wor
fore, it is necessary to provide safe:
their excessive consumption. The
tracting firms which enforce these
ly, are able to economise in costs ef}
Committee deplore that this is ye
tance where the management fail¢
primary duty.

The reasons advanced for lo:-

Rupees 97 lakhs clearly indicate °
was not exercised by the Corporati
of tendering or negotiating for con’
were undertaken without analysing
viding for likely increase in the cot
Proper control was not exercised

sumption of material or expenditi
The performance of the field units v
ed regularly. Machinery and men

to have been fully utilised. Ove
direct charges were not kept und:
works were delayed.

tenders.
competi-
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1g to the
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disputes
Corpora-
ents are
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ipse has
nsses in-
ittee re-
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37-38
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41

Considering that the problems faced by the
Corporation are not new but are inherent in this
business, it is ciear that the management not only
failed to organise and man its field units properly
but did not also provide the necessary drive and
leadership that was expected of it.

The Committee deplore the casual manner in
which the Corporation and the Ministry have
dealt with the question of losses. It is amazing
that the Ministry did not bestir itself to the fact
that the Corporation was running at a loss until

after it had run into huge losses consecutively for
three years.

It was normally expected of the Managing Dir-
ector and the Board to have examined the reascns
for the losses dur:ng 1960-61 and 1961-62, with a
view to fix responsibility and to devise remedial
measures. Had this been done, the subsequent
heavy losses would have been minimised. Even
the inquiry conducted by the Ministry in Janu-
ary, 1964, did not indicate that it was intended for
grobing into the reasons for the heavy losses and

xing responsibility therefor.

It is surprising that the Housing Commissioner
who is a Member of the Board of the Corporation
and is partly responsible for its working should
have been entrusted with the enquiry into the
losses. The Committee consider it necessary that
such heavy losses, as have been suffered by the
Corporation should have been investigated expe-
ditiously by an independent body. They regret
that this was not done. The Committee, there-
fore, recommend that a formal Committee of En-
quiry with precise terms of reference may be ap-

pointed to probe into the losses and fix respon-
sibility therefor.

The Committee are not happy at the manner in
which the cases of disciplinary action have beern
dealt with by the Ministry and the Corporation.
They regret that there has been so much delay
in taking disciplinary action. They feel that lack
of prompt action in such cases encourages mal-
practices and engenders indiscipline in the staff.
It is apparent that Jue ‘mportance was not given
to this vital matter by the Ministry and the top
management. The Committee trust that action
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57-58

would at least now be taken promptly in all cases
where disciplinary action is indicated.

It is apparent that the margin of 25 per cent
profit provided by the Corporation is not an ade-
quate return on its share capital and is very low.
Public Undertakings are expected to earn reason-
able profits after providing for depreciation and
reserves. In the opinion of the Committee the
Corporation should aim to fulfil at least those
expectations if not earn the profits normal in this
industry.

The Committee are very much surprised to
note that the Corporation is not even aware of
the normal turnover of similar organisations in
the private sector. It is expected of every busi-
ness organisation that it should collect such basic
data about its competitors. The Committee re-
gret that this has not been done by the Corpora-
tion so far. They hope that the Corporation
would now make a study of the turnover and
other important norms of working of the private
contracting companies in the building industry
as early as possible.

Judged from any standard it is evident that the
turnover of the Corporation has been below nor-
mal expectations. As admitted by the represen-
tatives of the Corporation, it has been partly due
to non-realisation of dues from clients and partly
to under or non-utilisation of machinery and men,
The Committee urge that the Corporation should
make earnest efforts to improve its turnover so
as to come up to the normal standards in this
business.

The Committee consider that the efficient func-
tioning of a building contractors’ business is inti-
mately dependent on full utilisation of labour and
equipment as well as strict control over pilferage
and wastage of materials. They are constrained
to observe that the Corporation failed to do this.
This also shows that there was utter lack of cost
consciousness. The Corporation did not prepare
any estimates of prime cost, works overheads and
general overheads of the works undertaken by it
and hence could not exercise any control over
the field units in this regard. e Committee
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were assured that in future the estimates for
prime cost, works overheads and general over-
heads would be prepared for each work and com-
municated to the field units for strict compliance.
In case they went outside these estimates, sanc-
tion of the Head Office would have to be obtained
in time. The Committee hope that with the in-
troduction of this procedure, the prime costs and
overheads should be considerably reduced.

The Committee regret to state that the infor-
mation regarding the period for which the pay-
ments were due and the reasons in each
case has not been furnished to them.

The heavy outstandings indicate that the offi-
cers of the Corporation have not vigorously pur-
sued the recovery of their dues from the clienta.
There was no procedure to ascertain the amount
of outstanding dues against the clients on a par-
ticular date. Large amounts were allowed to re-
main unrecovered with the result that the Cor-
poration had to borrow money to carry on its
work. Apart from the fact t bills were not
prepared by the Corporation, it appears that the
measurements of works were also not recorded
in time and were left to be recorded by the
clients. This is unsatisfactory although the
clients were public undertakings and vern-
ment Departments. The Committee feel that the
field units did not perform their duties, in this
regard, and the Head Office and the Board were
also remiss in thet they had no procedure for
watching the outstandings. It is apparent that
they felt no urgent need to recover the moneys
due as they had no difficulty in finding working
capital by resorting to loans from Government
and the State Bank. Normally no contracting
organisation can afford to allow its funds to be
blocked for long periods. Since the outstandings
are mainly due from public’ undertakings and
Government departments, it should not have
been difficult for the Corporation to recover
these dues in time. The Committee further sug-
gest that all cases of outstandings should be in-
vestigated promptly and steps taken to recover
them as early as possible.

They also hope that in future the bills would
be prepared regularly and payments recovered
promptly.
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It appears to the Committee that the acceptance:
of the suggestion to aliow rebates for prompt pay-
ment would lead to prompt recovery of bills and
would consequently result in lowering of tender
rates. It would help in eliminating malpractices
and will put the client departments on their toes
as any de.ay in payment would be promptly de-
tected. The Committee, therefore, suggest that
that proposal may be reconsidered.

The Committee are unable to appreciate as to
why no norms for wastage and depreciation can
be fixed. Since the expenditure on this account
also has to be added in the tenders, there should
be some norms for assessing them. The Com-
mittee feel that there is scope for reduction in
expenditure on sma'l tools and plants and tem-
porary hutments, if effective control is exercised
over them. They trust that these norms would
be fixed by the Corporation after a comparative
study of the practice followed by the private con-
tracting firms and the expenditure on this ac-
count would be kept under constant watch with
a view to minimising the same.

The Committee cannot help agreeing with the:
view that plant and machinery was purchased by
the Corporation without fully considering the
need therefor. Large sums of money were invest-
ed in defective machinery which could not be
fully utilised. Apart from uneconomic capital
investment, this resulted in increasing the over-
heads of the Corporation by way of depreciation
of the machinery and the wages of the staff. It is
vital for a business organisation to see that the
entire plant and machinery is brought into full
use. The Committee, therefore, recommend that
effective steps should immediately be taken to
utilise all the machinery to the optimum extent
80 as to ensure maximum out-turn from the large
capital investment made therein.

The Committee are concerned at the uﬁt
manner in which the purchase of defective machi-
nery was treated by the Corporation. They are
surprised that no enquiry in this regard was even
considered necessary to find out whether any
malpractices were involved. They recommend
that this matter should be investigated and res-
ponsibility fixed.
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The Committee consider that the appointment
of the Secretary of the administrative Ministry
as Chairman of a public undertaking, was ill ad-
vised as these busy Officers could not obviously
be expected to spare sufficient time to effectively
supervise the affairs of the Corporation which
was expected of them in their capacity as Chair--
man. Moreover such an arrangement is not con-
ducive to assessing the working and efficiency of
the Corporation in an objective and impartial
manner by the administrative Ministry. The-
Committee regret to point out that the continua-
tion of this arrangement after November, 1961
was in clear contravention of the decision by
Government on the recommendations of the
Krishna Menon Committee, that no Secretary of
a Ministry/Department shall be a member of any
Board. The Committee trust that in future Sec-
retaries would not be appointed to the Board of
any Public Undertaking.

The Committee consider it necessary that
top management viz. Managing Director, Chief
Engineer and Financial Adviser and Chief Ac-
counts Officer bring with them some previous
experience of managing similar undertakings.
One way of securing this would be to select them
in advance and to give them intensive training
and orientation in similar undertakings where
they can acgquaint themselves with the organisa-
tion, methods of working and problems of public
undertakings. It is unfortunate that even when
such training could easily have been arranged
with the National Projects Construction Corpora-
tion, no attempt was made to do so. The Com-
mittee have no doubt that had this been done, the
losses suffered by the Corporation would have
been minimised if not avoided altogether.

The Committee recommend that to avoid simi-
lar situations in future, Government should take
timely action to impart the requisite training and
orientation to the top management of new under-
takings.

The Committee consider it important that
eat care is exercised in the selection of mem-
rs of the Board of Directors as they are ex-
pected to contribute effectively to the efficient
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working of the Corporation. Apart from the con-
nected Officers of the Ministry of Finance and
administrative Ministry, other members should
possess such experience and knowledge as would
really be useful in promoting the business of the
Corporation and its efficient functioning. The
Cc:unn'ufu ittee trust that this would be kept in view
in future.

The Committee consider that frequent chang-
es in the Board of Directors detract from the
effective direction and supervision that is ex-
pected from this bOdie e Committee ulf:ﬁ
that as agreed to by t retary of the
try this would be avoided in future.

The Committee are not convinced by the
reasons advanced by the Ministry for not repre-
senting the N.P.C.C. on the Board of the (e,m'-
poration. They feel that it would be advantage-
ous for the public undertakings working in the
same or allied fields to have inter-loc of
Directorships as this would enable them to bene-
fit from mutual experience. The administrative
control of different Ministries over such under-
takings should not stand in the way of this
arrangement. The Committee understand that
since 1962-63 the National Projects Construction
Corporation has extended the scope of its activi-
ties to civil and structural engineering works
and has in fact constructed airfields and civil
works. They, therefore, recommend that early
steps should be taken to have the Chairman or
the Managing Director of the National Projects

Construction Corporation on the Board of this
Corporation.

The Committee also feel that the associa-
tion of the heads of research organisations like
National Buildings Organisation or Central
Building Research Institute on the Board of the
Corporation would also contribute to efficiency
and economy by introducing new designs and
techniques in the building industry which is one
of the objectives of the Corporation. The Com-
mittee, therefore, recommend that the Board of
the Corporation may be suitably reorganised as
early as possible.

It is evident that there is no continuous and
concurrent watch over the performance of the
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Corporation by the Board. This conclusion is
further strengthened by a perusal of the agenda
and minutes of the meetings of the Board, which
do not give any indication that they have evolv-
ed any method to measure the performance of the
Corporation as the works proceed. The Commit-
tee cannot help observing that the Board failed
to perform its principal task of evaluating the
performance of management and giving it the
necessary direction and guidance. Had the Board
been vigilant, the mistakes and short-comings
of the management would have been detected in
time and the losses minimised. The Committee
trust that Government would take suitable steps
to watch that the Boards in Public Undertakings
not only realise their responsibilities but dis-
charge them properly.

The Committee consider that the setting up
of a Planning Cell, should have been the first
step for an organisation of this nature. They
trust that this Cell would be suitably organised
and would prove a real help in improving the
working of the Corporation.

The Committee further suggest that the Cor-
poration should also set up a Cell at the Head-
quarters which can prepare designs for works
undertaken by it. This would enable the Corpo-
ration to secure more works on the basis of eco-
nomic designs as also to introduce new and un-
familiar designs, which is one of its objectives.
The Committee understand that reputed private
contracting firms also follow this practice and
submit alternate designs at the time of tendering
which is a factor in their securing works readily.

The Committee consider that a study of the
organisation structure of similar organisations in
the private and public sectors was necessary be-
fore launching a new undertaking as it would
have been helpful in organising it on sound lines.
It is regrettable that no such prior study was
made. At the instance of the Committee the
Managing Director of the Corporation has now
undertaken to do it. The Committee hope that
this study would be completed at an early date
a(rild the organisation of the Corporation review-
ed.

2425 (Aii) L8—S5.
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The Committee consider that the multiplicity
of categories of posts in a public undertaking
leads to blurring of responsibilities and conse-
quential delays in execution of works. They also
feel that there are a large number of higher posts
in the Corporation than is necessary and that
there is scope for reduction therein. The Com-
mittee recommend that the question of rationalis-
ing the categories of posts in the Corporation with
a view to their reduction may be examined.
While doing so the position prevailing in similar
undertakings in the private and public sectors
may also be taken into account. At the same
time it is important that the responsibilities of
each category of post are clearly determined and
demarcated.

The Committee note that the turn-over of
the majority of Resident Engineers during 1962-
63 and 1963-64 has been much below the norm of
Rs. 20—25 lakhs fixed for them.

Considering that the Corporation desires to
stabilise its annual turnover for some years in
future at Rs. 400 lakhs, the Committee feel that
the Corporation would require not more than 20
Resident Engineers, if the norm of work-load of
Rs. 20 to 25 lakhs for each Resident Engineer is
adhered to. The Corporation at present has 36
Resident Engineers. The Committee, therefore,
recommend that immediate steps should be taken
by the Corporation to reduce the strength of the
Resident Engineers so as to bring it in conformity
with the workload. At the same time it should
ensure that the out-turn of work by the Resident
Engineers is of the required standard.

It may be that in the initial stages taking of
some top officers on deputation would be neces-
sary. The Committee, however, feel that depu-
tationists, besides being costly on account of
the incidence of deputation pay and leave salary
and pension contributions are not ultimately con-
ducive to the efficiency of any organisation as
they have no stake in it. Moreover, by their
attitudes and training the deputationists are used
to different way of working which hardly fits in-
to a business organisation of this type. The Com-
mittee, therefore, recommend that the Corpora-
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tion should take energetic steps to recruit, train
and develop its own staff so as to do away with
the deputationists at all levels within a period of
five years, if not earlier.

The Committee consider that it would make
for economy and speedy execution, if the Cor-
poration, which is wholly Government-owned
and is managed by technical persons, is made
directly responsible for execution of works of
the Ministries, rather than through the agancy oi
the C.P.W.D. as it would avoid duplication of
supervisory staff and levy of departmental charg-
es by the CP.W.D. Such an arrangement obvi-
ously presupposes that the Corporation is fully
geared to undertake the required type of works
and has acquired a reputation for executing qua-
lity work expeditiously and at economic rates.
The Committee suggest that the feasibility of
entrusting works directly to the Corporation may
be examined as early as possible.

Despite the submission of 11 reports and re-
turns neither the administrative Ministry nor
the Ministry of Finance were aware of the diffi-
cult financial position of the Corporation in time.
On the other i(;snd, these reports on the basis of
a set formula calculated that a margin of profit
would be earned by the Corporation on each
work. Such reports can only be categorised as
misleading. The Committee, therefore, feel that
there is a need to re-examine the utility of these
reports and returns. Their form and content
need to be modified. They recommend that the
Government should review the matter.

The Committee feel that the position in re-
gard to the submission of Reviews by the F.A.
is not happy. They hope that once a report cr
return is prescribed and a time limit fixed for its
submission it should be adhered to.

The Committee regret that it has not so far
been possible for the Comptroller and Auditor
General to detect the irregularities and losses of
the Corporation and to report on them. They
consider it essential that such cases should be
detected and brought to the notice of Parliament
as early as possible. The Committee, therefore,




recommend that the feasibility of devising a pro-
cedure under which this can be done may be exa-

40 124 The Committee deplore the delay in setting
up the brick kiln as delays invariably increase
costs. They hope that the kiln would now be
commissioned expeditiously and it would be en-
sured that the cost of bricks would be kept with-
in the estimates.

41 125-126 The Committee are constrained to observe
that the performance of the Corporation has been
extremely and thoro y disappointing.
The desirable objectives with which it was
brought into existence have not been fulfilled.
This is not the result of inherent difficulties but
due to want of proper planning and absence of
direction and superintendence by the concerned
administrative Ministry and the Management of
the undertaking.

The Committee have no doubt that with the
increasing building activities in the country there
is great scope and need for a public sector under-
taking like the National Buildings Construction
Corporation. But unless the Ministry reviews
the working of the Corporation since its incep-
tion and devises means to mend the Corporation
and its working, it is not likely to achieve the
objectives with which it was established.

The Committee, therefore, recommend that
the Ministry should take up the question of rec-
tifying the defeets in the organisation and me-
thods of working the Corporation with the ut-
most expedition.

GMGIPND—LS1—2425 (Aii) LS—27-3-65—1240
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