
c. P. U. No. 34. 

COMMI'rI'EE ON PUBLIC UNDERTAKINGS 

(TmRD LOK SABRA) 

TWENTlEDI REPORT 

TIlE KERALA CERAMICS L m., 
KUNDARA 

(DEPARTMENT OF INDUSTRIES 
GOVERNMENT OF KERALA) 

C~'"t"l G"v~, 11,.1;" .rV I 11 fI, R •••.. .?:.;t '?. ~ ).:. .(?~ 
,)_?/~) t(, ll,'."'" ... ,~ ... -. "., _.- ; .. - .. _. 
I 

LOK SABRA SECRETARIAT 
NEW DELHI 

March. 1966 
J1Ud.una, 1887 (SG*a) 

Pr1a : Re. o-4SP 



Ll.ST OP AUTHORISED AGBNTS POR THE .SALB OP 
LOIC SABRA SBCRBTARIAT Pl1BL.lCA rlO!llS 

.... -.-.----- .... _-----_ .. _---------------_.--
51. 
No . 

Nameo! A~nt Agency SI. 
No. No. 

Name of Agent 

. -------------------
A.."lDHRA PRADBSH 

I. Andhra Unlvenit}' General 
Cooperative Stores Ltd., 
Waltair (Vlaakhapatnam) 

z. G. R. Labhmlpathy Chetty 
and Sonl, General 
Merchanu and Newa 
AgenU, Ncwpe!t Chan-
drasirl, {..;hittoor 
Dinrict 

ASSAM 
3. Western Boot Depot, 

ria Bazar, Gluhati 

BIHAR 

4. Amar KitU Ghar, Poal 
DOl 78, Diagonal Road, 
Ja'TI~hedpur • • 

GUJARAT 

~. Vijay StOI'Cl, SUlion Road, 
Anand 

6. . l'he New Order Hook 
Company, Ellis Bridae, , 
Ahmedabad-6 

MADHYA PRADESH 
7. Modem Book House Shiv 

Vila Palace, Indore 
City 

MAHARASHTRA 

8. MIs. Sunderda. Glancband. 
601, Girpum Road, 
Near Princen Street, 
Bombay-a. . • 

9. The International Book 
H01l8e (Private) Limited. 
, .... h Lane, Mahatma 
~dhl Road, Bombay-t 

to. The International Book 
Service, Deccan 
Gymkhana, Poona-.. 

94 

7 

13 

6 

23 

z6 ' 

II. a..les Lambert & 
Company, 101, Mahatma 
Gandhi Road, Oppoaite 
Clock Tower, Port, 
Bombay 

tZ. The Current.Book HOUle, 
Maruti Lane, Rqhunath 
Dada;i Street, Bomba,.1 

13. Decc:an Book StaI1, 
Pc:rplOn College Rced. 
Poon8-4 • • • 

RAJASTHAN 

14. I~tion Ccn~o. 
vemment of tho, 
Tripolia. Jaipur ty • 

UTTAR PRADBSH 
IS. Swaatik Indu8trial WorD, 

S9, Boli Street, Meerut 
City 

16. lAIw Book Company, 
Sardar Patel' Marg, 
A1lahabad- 1 

WEST BRNGAL 

17· Granthaloka, 5/1, Ambll:a 
MookherJee Road, 
Belgharla, 34 Parpnu . 

18. W. N'eWD1ID " Company 
Ltd., 3, Old Court HOUle 
Street. Calcutta. • 

19. Pirma K. L. Mukhopadb"y. 
6/11., Bancbharam AtrUrJ 
Lane, Calcutta-Ia 

DBLHI 

ZOo Jain Book AamCJ. Coo-
naught Place. New Delhi. 

ZJ. Sat Narain " Sonl. 31,,1, 
Mohd. Ali Bazar, Man 
Gate. Delhi 

n. Atma Ram & Son., Kuh· 
mere Gate, DeJhi-6 

Z3. J. M. Juna & Brothen, 
Mori Gate, Delhi 

Aseac) 
No. 

60 

65 

2 

10 

3 

9 

II 



CORTIIGztID_l 

20th Report of the Committee on 
Public Undertakings on the Koralo. 
Ceramics Ltd., Kund!'J.ra.. 

Page P!'J.ra Line For Read 

1 1 6 those these 

2 7 4 wouuld would 

4 17 2 from . is, the iS1 in tm 
below opinion op nion 

7 33 -do- secoid second 

19 last 14,5000 14,500 
col. 

23 S. No. S centuary's century's 
9(col.3) 

" S. No. 4 existing dozen designs, 
11(col.3) line which .:lre in 

high demani 
and are 

25 S. No. 3 957 1957 
19(col.3) 

" S.No. S bene been 
21(col.3) 

----



CONTENTS 

POI 

CoMPosmON OP TBI COMhITTBB (110 
INTRODUcrION (Y) 

'Y. INTRoDUcrORY I 

m. TNB PORCIILAlN FAcrORY 3 
A. Bxpanslon and modernisation 3 
B. Production CS 

C. Rc.carch 8 
D. Markctin. 8 
B. Raw Material, i' 
P. Machincry Ind Equipment 10 

G. Water n 

UII. THB CllaAMIcs FAcrORY Ia 

·,IV. CLAy MINIs IS 
~V. GBNJIIW. 17 

APPBNoIca: I, 
I. Bconom1ca or workin, tho (.ctory with ,enerator and 

dcclarilll lay-off. I, 
, II. Summary o( ConclualODI/RccommcndatloOl. aD 



COMM1TrEE ON PUBLIC UNDERTAKINGS" 
(TJmtD Lox SABRA) 

Pandit D. N. ~wary· 
MZMBD8 

2. Shri Hom! F. Daji 
3. Shri Surendranath Dwivedy 
4. Shri S. Hansda I 
5. Shrimati Subhadra J osht 
6. Shrimati Savitri Nigam·· 
7. Shri Kashi Nath Pandey 
8. Shri Krishna Chandra Pant 
9. Shri S. V. Ramaswamy·· 

10. Shri N. G. Ranga 
11. Shri Abid Ali I 
12. Shri Lokanath Misra 
13. Shri M. N. Govindan Nair 
14. Shri T. S. Pattabiraman 
15. Shri M. Govinda Reddy. 

SECRETARIAT 

Shri N. N. Mallya-Joint Secret4f1/. 
Shri A L. Rai-Deputy Secr6to.f'1/. 

• Appointed as Cbainnan w.e.f. 24-1-1968 me. Shri Panampilll Govtnda 
Menon ceased to be a member of the Committee on h.la aPpointment .. 
Minister1 

··Elected w.e.f. 23-2-1966 in .the vacancies caUJed by aPPointment of Slut 
P. Govinda Menon as Minister and resignation of Shrl Barish Chandra 
Mathur. , 

(iii ) 



INTRODUCTION 

I, the Chainnan, Committee on Public Undertakings, having beeD 
authorised by the Committee to submit the Report on their behalf. 
present this Twentieth Report on Kerala Ceramics Ltd., Kundara. 

2. On a suggestion from the Governor· of Kerala, the Speaker 
directed on the 18th December 1965 that the Committee on Publio 
Undertakings might examine the working of the State-owned Public 
Undertakings in Kerala. The Committee accordingly decided to exa.-
mine the working of State Government Companies in Kerala In 
general and of the following seven in particular:-

(1) Travancore Titanium Products Ltd., Trivandrumj 
(2) Travancore Cochin Chemicals Ltd., Udyogamandal; 
(3) The Plantation Corporation of Kerala Ltd, Kottayam; 
(4) The Trivandrum Rubber Works Ltd., Trivandrum; 
(5) Kerala Ceramics Ltd., Kundara; 
(6) Kerala Premo Pipe Factory Ltd., Trivandrum; and 
(7) Traco Cable Co. Ltd., Ernakulam. 

3. This Report is based on the examination of the working of the 
Kerala Ceramics Ltd., Kundara upto the year ending 31st March 
1965. The Committee took the evidence of the representatives of 
the Company and the State Government Oftlcers concerned on the 
2nd February 1966 at Trivandrum. The Report was adopted by the 
Committee on 11th March 1966. 

4. The Committee wish to express their thanks to the officers of 
the Kerala State Government and the Kerala Ceramics Ltd for 

/placing before them the material and information that they W8J1ted 
, in connection with their examination. 

NEW DELHI; 
17th Mar.ch, 1966. 
Phalguna ta, 1887 (S). 

D. N. Trw ARY, 
~ 

Committee on Public Undertaking •• 

(v) 



1 
INTRODUCTORY 

--nte Kerala Ceramics Ltd., formerly consisted of two Historical 
.oepartmentally managed undertakings, the Government bae~ 
<Ceramic Concerns and the Kerala Government Ceramics. ero 
As a result of a recommendation made by a Committee of 
the Kerala State Industrial Development Corporation which 
-studied the working of Government-owned factories, those 
. two concerns were amalgaMated to form a joint stock com-
·pany. The new company was registered on the 1st Novem-
'ber, 1963 and started functioning on the 24th February, 
1964. 

2. The Goyetnment Ceramic Concerns was established 
'by the State of Travancore in 1940 and comprised of (i)' a 
factory man~facturing crockery. st9new.are pipes and re-
:fractories; and (U)· the china. clay mines which mined and 
;refined clay. 

3. Thefactcry did not make much progress because of 
ithe poor quality of crockery which it 'produced. 

4. In 1947. Government decided to instal an electric kiln 
10r the manufacture of superior crockery. However, it was 
-only in 1957 that the electric kiln and other machines were 
'installed. This unit was located about 2 Kilometers from 
the Government Ceramic Concerns and was named "Kerala 
-Government Ceramics". With the setting up of this fac-
'tory, the manufacture of crockery n the Government Cera-
:mics Concerns was completely stopped. 

5. The authorised capital of The Kerala Ceramics Ltd. Is Capital 
Rs. 1 crore. Under the terms of indenture between the 
Government and the company. 50% of the value of the 
:assets taken over was to be treated as capital contribution 

. ; and the balance 50% as loan bearing 5 per cent interest re-
. payable in 20 equal annual instalments. Th(' first instal-
ment is to be paid after three years of the formation of the 

--company. The interest is also payable after 3 years. 

6. The net value of assets taken over bv the Company 
is Rs. 46,19.775' 44 P. Out of this. Rs. 23.09.890 is to be 
treated as capital contribution and the rpmaining as loan 
frOTTl the Government of Kerala. Out of the amount repre-
senting the share capital. onlv Rs. 8.58.100 worth of shares 
have been Issued. It was stated that the balance of the 

"shares would be fasued as soon as Government sanction was 
.obtained. 
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7. It is regrettable that even a.fter two years of form4tioft~ 

of the Company, Government sanction for the iS81Le of the-
Tem4ining shares has not been received . . The Committee' 
wouuld urge Government to issue the necessary sanction 
at an early date and settle this matter. 

8. Besides the amount of assets treated as loan, Govern-
ment have granted two additional loans one of Rs. 2,10.500 
on the 3rd February, 1965 bearing' Si% interest. The loan 
Is to be paid in 15 annual instalments and the first payment 
is to start after 3 years. The second loan of Rs.'3· 25 lakhs· 
was sanctioned on 20-9-1965 and bears an interest of 6i% 
with an additional penal interest of 2% in case of default. 
The~oan is to be repaid In 11 equal annual instalments, the 
ftrst instalment being payable after 3 years, The total loan 
therefore is Rs. 28,45,385' 44 P. 

9. The Company, as at present constituted, has three' 
working units:-

Unit I-The Porcelain Factory (formerly the Kerala· 
Government Ceramics) producing porcelain" 
crockery and L.T. Electrical Insulators. 

Unit II-StonewarePtpes and Refractories Factory 
(The old ceramic factory). 

Unit III-China Clay Mines-The Mines, producin&~ 
refined china clay. . 



D . . ~ 

THE PORCELAIN FACTORY 

A. Expansion and modernisation 

10. The project was thought of in 1947, and completed, DiIJl-
In 1957, after a lapse of ten years. No project report was cultt., 
prepared nor any econom,ic feasibility study conducted be-
fore the factory was set up. There were no estimates of 
expenditure and no time schedules were prepared for the 
completion of the project. It was a departmental concern. 
In 1957 when the project was ready, the factory was over-
capitalised as the following figures will show:-

Year 

1957-58 
1958-59 
1959-60 
1960-61 
1961-62. 
1962.-63 

, 1963-64 

Production 
Interest on 
capital and 

depreciation 

(in lakhs) 
3. 13 3·55 
7.96 3·99 
6.69 4·01 
7·37 4·2.0 
9·2.1 3·92 
9.95 ·4·76 
9·97 4.48 

11. The present position is that for a rated capacity of 
porcelain worth Rs. 10 to Rs. 11 lakhs per annum, the 
amount to be adjusted towards interest on capital and de-
preciation is about Rs. 4' 75 !akhs. 

12. Besides the above mentioned overburden, there is 
imbalance between the electric kiln capacity and the rest 
of the plant and machinery. While the capacity of the kiln 
is only about 2 tonnes a day, that of all other equipment 
is about 6 tonnes per day. Production, therefore, is limited 
to the kiln capacity. 

13. Further, the cost of production is very high. The 
cost of firing by electricity is a little over 20% of the prime 
cost as against 15 per cent by oil or 12 per cent by coal. The 
recurring annual power cut further adds to the cost of pro-
duction. ... . .. I 

a 
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Bxpan_ 14. The Committee were informed that "it has been 
..... found on investigation that with a capital investment of 

only Rs. 20 lakhs in Ufiit I, it would be possible to step up 
the production three fold and earn a return of about 10% 
to 12 per cent on the capital invested. This would also 
facilitate the export of crockery". Foreign collaboration 
for this was sought and negotiations were being conducted 
with MIs. Skodas of Czechoslovakia. 

15. The objects of the expansion were firstly to correct 
the imbalance mentioned earlier, and secondly to enable 
~he factory to produce fine export quality crockery. 

16. During evidence, the Committee enquired if any pro-
ject report had been prepared or any feasibility study had 
been conducted before arriving at the conclusion that a 
further expenditure of Rs. 20 lakhs would make the unit 
profitable. A question was also asked as to how it had been 
assumed that the factory would be able to make large scale 
exports. It was stated that no scientific analysiS of the pro-
blem had been made and the assumptions made were on the 
basis of rough calculations. 

17. The factory has proceeded on the assumption that in 
order to produce superior quality porcelain, foreign machi-
nery and foreign technical collaboration are required. 
The Committee were informed that the Central Glass 
and Ceramics Research Institute and the D.G.T.D. had 
been oonsulted and they also were of the same opinion, 
i.e. that foreign collaboration was necessary. The com-
pany is already over-capitalised and with additional 
investment of Rs. 20 lakhs, the price of the superior 
crockery produced will inevitably be high. The company 
htu not carried out any analytical studies of the cost of pro­
duction after the proposed expansion and the prices pre~ 
vailing abroad. The Committee, however, do not feel opti­
mistic about the Management's proposals for the follOWing 
reasons. Firstly, the competition would inevitably be with 
traditional exporters of high class crockery. As such, a re­
putation would first have to be established before exports 
can be stabilised. Secondly. foreign manufacturer. pro­
duce on a mass scale compared to the meagre production at 
Kundara. Thirdly. foreign manufacturers spenCl 14rge 
sums on product design and development, a matter in which 
the Kundara factory will not be able to compflte. In view 
Of this the possibilities of export are remote. No doubt the 
factory should make every effort in this direction but to 
base a whole expansion programme with export as a main­
stay without carrying out any market studies is, the opi-
nion of the Committee, not correct. 



18. As regards the home market, the Committee were HOQle 
informed that the superiority of porcelain ware produced market. 
by the factory over the earthenware produced by 
other manufacturers was not being realised by the 
Indian market and as 'such, the factory had to sell their 
produce at the same price as earthenware crockery. If 
this is so, then the probZem of selting stitt higher priced 
crockery in the Indian market would be more difficult. 

19. The Committee saw samples of the crockery being 
manufactured at the factory. They were superior to earth.­
enware crockery but not as good as even inferiorr quaLity 
imported porcelain. The Committee were informed that 
the china clay with which the crockery was made was of 
very superior quality, which means that there is great 
scope for improvement of the product. atleast to reach the 
standard of imported crockery. The contention of the 
Management that they have to face severe competition from 
earthenware crockery and selL their .porcelain crockery at 
the price of the earthenware crockery is mainly due to the 
fact that its superiority is not as marked as in the Case of 
imported porcelain. The very fact that imported crockery 
is soZd at a very high price in the Indian market goes to 
prove that there can be a good market jor superior quality 
crockery if produced, even if its price is high. In fact, 
luxury hotels catering to tourists and the Air Corporation 
have persistently been demanding imports of crockery. If 
the Kerala Ceramics Limited produces superior crockery, 
these demands can be met. The Committee believe that 
properly organised, this. factory with all the advantages of 
a monopoly manufacturer in the country, has a great future. 

20. The factory needs immediately additional kiln Kiln&. 
capacity. Because of the imbalance, machine utilisation is 
only 40 per cent to 60 per cent. The Committee were in-
formed that electric kilns are costlier to purchase and main-
tain. Oil fired kilns would be most suitable as coal fired 
kilns, though cheaper, would be difficult to maintain in 
view of the shQrtage of coal in Kerala. The factory should 
make efforts to obtain the necessary kilns from Indian 
manufacturers even if some essential parts have to be im­
poTted. If thiB is achieved then the factory can treble its 
production. . 

21. The next stage is product development. If joref.gn. Product 
collaboration i3 'T'equired, there should be no objec.tion to it, develop-
but the Committee wou.ld BUggest that. the Central Glass ment. 
and Ceramics Research Institute, Calcutta, should take up 
this matter as a challenge to its genius and skill. Let efforts 
be made to develop something Indian and original. The 
Indian tradition in porcelain m.anufacture is an ancient one 
and what seems to be required is a revival of a lost art 
with ad4ptGtion to modern needs. The Comm'ittee hope 
that the Government of Kerala, the D.G.T.D. and the 
C.S.I.R. will batow HTious attention to this upect. 
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22. As a first step the Factory should undertake a pro­
per study of the whoLe matter in its entiTety and prepa1'e 
an economic feasibility Teport before venturing upon any 
scheme of expansion, as otherwise, there is dan.gef' of re-
peating the initial mistake and perpetuating the d,if1icuUies. 

B. Production 

23. The production of Unit I during the year 1964-65 
was Rs. 14: 05 lakhs, the highest recorded by the factory in 
its history. This production was possible due to an incen-
tive scheme and expansion of the decoration section. The 
prospects for the present financial year are not so bright 
because the labour union is said to have withdrawn their 
cooperation from the incentive scheme and secondly, the 
power cut has affected production considerably. 

24. The Committee hope that it would be possible for 
the Management to persuade the labour union to cooperate 
in implementation of the incentiVe scheme as it ,., to the 
benefit of both the factory as well as the labour. 

25. As regards' the power cut, the Committee were in-
formed the unlike most other factories, the effect of the 
cuts was rather severe. The electric kilns require sOme 
time to reach the high temperature on which they work and 
this time-lag reduced their production to 60% of the rated 
capacity. Switching off and on of electricIty also had 
an adverse effelCt on the life of the kiln, apart from the 
effect on its efficiency. The power cut seems to be an 
annual feature in Kerala, and it is obvious that the fac-
tory's production is being adversely affected by it. The 
Committee enquired if it would be possible to instal a 
generator of its own to overcome the power cut. They were 
informed that a comparative study was made between 
having a generator and closing down the factory during 
power cuts after laying off the workers. These calculations 
reveal that a loss of Rs. 73,000 per. month would be incur-
red if a generator was installed while only Rs. 51,500 would 
be lost if the factory was shut down. The figures are given 
in Appendix I. 

26. The Committee are not sure if the calculations are 
accurate as no amount has been provided for depreciation 
on the generator. The Committee B'lLggest that at the ex­
pansion. stage. this matter may be earefully reviewed and 
if economically feasible, a gen.eratOT might be installed in 
preference to laying off workers and closing down the fac­
tory. 

27. In the meanwhile. the Committee would desire the 
Kerala Sta.te Electricitll Board to e.rcmATlie in the case of 
machinery whe1'e continu01LS operation is necessary in 
order to sustain the life of the machines, as in the case of 
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the eL~ctric kilns, whether exemption from power cuts 
could not be granted. 

28. The Committee were informed that systematic pro- Rejec-
cedure of inspection and quality control had been introduced tionJ. 
at every stage, and that this had resulted in the reduction 
of rejections from 50% to 32%. This figure was the total 
rejections at each stage of manufacture through jiggering, 
finishing, air drying, green loading for biscuit firing biscuit 
unloading, airing, dipping, loading for glost firing and glost 
uloading. The rej ectons were finally approved by the 
Works Manager and goods rejected at the final stage of pro-
duction were sold in auction. 

29. The Committee were informed that in foreign porce-
lain factories a rejection figure of 25% existed. 

30. The Committee feel that the fac.tory's rejection 
figures are very high. In fact, during their visit to the fac­
tory the Committee noticed that the production process was 
not streamlined. The storage and stackiTIIJ of semi-finished 
and finished goods was not properly planned. There also 
seemed to be a lack of scientirfic lay-out and procedure. In 
the circum.stances breakages seemed unavoidable. 

31. The Committee recommend that the factory should 
examine this matter in detail and evolve a stream.lined pro­
cedure whereby the produc.ts at each stage are correctly 
handled and systematically arranged bey01ld the danger of 
'being tripped. 

32. Besides this, the heavy rejections could also be partly 
due to inadequate expertise or training, indifference of the 
staff, and faulty supervision or equipment. The Committee 
feel that after quarter of a century's experience the rejec­
tions should not have bun 80 high and there is great .cope 
for the factory to reduce the rejections. Reduction of rejec­
tions will adct greatly to the factory's profitability. 

33. The Committee would also suggest that there should 
. be occasional high-level sample inspection of the rejectiom 
in the final stages to en8'UTe toot good crockery is n.ot passed 
CIS bad and also toot secoid quality goods aTe not Bent to the 
fI141"ket. 
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34. The Committee were informed that most of the pro-
duct designs were based on illustrations in foreign journals. 
The factory did not have a research and development de-
partment of its own. 

35. With its present rate of production, the factory may 
not be able to have such an organisation, but this is a matter 
which should ge.t priority, when the factory expands and 
becomes economically sound. 

36. At present the company is manufacturing a large 
number of sizes, patterns and designs of crockery. A large 
variety of designs involves continuous change in produc-
tion methods and this results in lower productivity. If 
standardisa.tion is brought about, productivity will improve. 
A worker by concentrating on a particular design and size 
is bound to become an expert on it and improve his output. 

37. The Committee would therefore suggest that instead 
of having a very large number of sizes, patterns and designs, 
it might be better to select some two dozen designs which 
are in high demand and are poular and concentrate on their 
production tin the financial condition of the company im­
proves. In the selection of these standard designs, empha­
sis should be paid to distinctive designs so that the factory's 
crockery stands out from those of its competitors. 

D. Marketing 

38. The Committee were informed that sale of crockery 
was effected through regional selling agents and that the 
factory had no marketing 'organisation of its own. Prices 
were F.O.R. Kundara and hence the buyers had to meet the 
freight, breakages in tranSit and other incidentals. The 
Committee were also informed that about 82% of the 
crockery was sold outside Kerala State. 

39. The Committee found that about 3 months' production 
was lying uncleared at the factory. This is not a happy posi.-
tion and showed ,that marketing was not properly organised. 
The Committee do not wish to make any comments on this 
as they did not study this aspect, but would like to st'reS8 
that a dynamic sales drive is urgently caned for. Firstly, in 
their publicity campaign it would be worthwhile fCYl' the 
Company to stress the superiority of pOTcelain-ware over 
earthenware. Thisditf.arence has to be brought home to the 

a 
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cu&tomers. Secondly, the company should review the 
working of their Agents periodically aM make inter se com-
parisons and eliminate the inefficient ones. The Com-
mittee hope that the company will make concerted stiles 
promotion efforts. ' 

40. The Committee would also recommend that the Kerala 
Government should exhibit the crockery in their Emporia 
outside the State and also qive publicity to the products of 
the factory by exhibiting them in stalls of the Kerala Gov­
ernment at exhibitions held outside the State. 

E. Raw Materials 

41. The Committee were informed that the Company IJquld 
was facing considerable difficulty in obtaining liquid gold gold. 
ever since the Gold Control Order came into being. The 
price had also increased from Rs. 40 to Rs. 68 per ounce 
since 1963. The Committee suggest that the Company 
8Muld try and explore the possibility of obtaining liquid 
gold through some reliable agency. As most of the 
material is obtained trom Agra and Firozabad, it might 
be possible for the Government of Uttar Pradesh to su.g-
gest the name of one or two firms of repute who would 
be able to supply the raw materiaL on a regular basi, at 
-reasonable rates. The Committee suggest that the Kerala 
Government takes up this matter with the Government 
of Uttar Pradesh. 

42. Audit in para 93 of their Report for 1965 had pOinted 
out that liqudd gold was being issued to the Decorating 
Section in bulk and that no detailed accounts were kept. 
In the absence of such accounts it would be difficult for the 
Companv to watch the utilisation of this costly material 
and ensure that there was no wastage or pilferage. The 
Committee were glad to hear that nanns of consumption 
had been fixed now and that proper accounts were being 
.kept'l , . 

43. The Committee were also informed about the diftl- TraD8fer 
·culty of ~btaining good quality transfer pictures. These pictures 
used to be imported but now are available from indigenous . 
.sources. 

44.\ The Committee hope that the factof'y· tOUt 'be Bble 
to encourage Indian ma:nufctCturers to improve the quality 
-of their products. 

45. Audit had also reported. [vide para 93 (v) of Re-- Quarb 
port for 1965] that quartz and felspar were received in and 
wagon loads and were not being weighed on receipt. The felspar 
factory relied on the weight recorded by the railway • 
authorities at the time of loading wagons. 
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46. The Committee found that the position was same 

even today. The Company paid for the raw materialsac-
cording to their purity determined after sample checks in 
the laboratory and on the basis of weights recorded by the 
Railways. White it might not be worthwhile to go in fOT 
an expensive weigh-bridge to . weigh these two raw 
materials, the Committee suggest that the company should 
at least calculate the weight on a volumetric basis and 
satisfy themselves that the weight actually paid for does 
not differ considerably from that actually recorded by the 
Railways. Sample checks should be conducted by the top 
executives. Consumption standards, which the Committee 
learn have not been laid down, should be introduced so 
that wastages are avoided. Fixing of norms will make the 
workers conscious of the need for exercising economy. 

47. The Committee were informed that tin oxide which 
was required for the white glazing was an imported item 
and in short supply. It was stated that there was no in-
digenous substitute for tin oxide. Materials like titanium 
oxide were tried as substitutes but were found unsuitable. 

48. Zirconium opacifter could be a substitute for tin 
. oxide but this also was n,ot manufactured in India. Zir-
conium was, however, stated to be available in Kerala. 

49. The Committee recommend that the company 
should take up this matter with the National Chemical 
Laboratory and the Central Glass and Ceramics Research 
Institute. It might be possible to find out a cheap method 
of manufacturing the opacifi,er or else they could recom­
mend a suitable substitute faT tin oxide. The Company 
might also find out whether fOTeign porcelain manufac­
turers use any other material which might be obtainable in 
this CCYI.mtTY. 

F. Machinery and Equipment 

50. Audit in the Report for 1965 had stated inp~ra 93 
(vi) that the follOWing equipment which had been pur-
chased in 1957, was lying idle and had not been installed:-

Filter press 
2 Elevators 

Cost 

Rs. 45,823 
Rs. 13,446 

Laboratory equipment purehased in 1956 and 1962 worth 
Rs. 13,400 were also lying idle and the Company had stated 
that these could not be used as the laboratory had not been 
set up so far. 

51. The Committee were infOrmed that the tllter press 
had recently been installed and the elevators were likely 
to be inataIled soon. 
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52. The Committee regret that costly equipment should 
have been purchased unnecessarily and kept idle all these 
years. The Company did not provide a satisfactory ans­
wer as to why these had been purchased. Government 
might do well to look into this matter. ' 

... 
G. Water 

53. When the factory -Nas set up in 1957, no provision 
for water had been made, though the factory needed about 
6000 gallons per day. It was, therefore, decided to sinlt a. 
well. The P.W.D. was requested to make a plan and pre-
pare an estimate for the well. It took them 18 months t() 
do this. In March, 1959 the work was taken up by the 
P.W.D. and completed in 1963. The total cost of the well 
was Rs. 25,000!-. The well did not have water in the 
summer months, and the water was brackish. According 
to the information supplied by the Company, no soil sur-
vey was conducted before the well was sunk. 

54. Audit had reported about this matter in para. 95 of 
their Report for 1965 and had also stated that Government 
had admitted having sustained a heavy loss but no action 
hed been taken against 2 junior engineers responsible for 
the delay in preparing the plan and estimate as one had al-
ready been retired compulsorily and the explanation of 
the other had been accepted. 

55. The Committee feel that it is not equitable t~ 
burden the company with this infructuous expenditure of 
Rs. 25,000/-. The only fault of the company is that they 
entrusted the work to a Government department. The' 
Committee do not know whether they took all precautions 
to bring the non-execution of the work promptly to the; 
notice of higher ofj1cers. If they did so, it would be equit-
4hZ. for the Government to reimburse the company to a 
large extent for the inefficiency and neglect of its. 
of}iceTs. 



III 
THE CERAMICS FACTORY 

56. This factory was set up in 1940. It now produces 
stoneware pipes and refractory bricks. Right from the 
beginning it has had troubles and the present position is 
summed up in the following extract from the First Annual 
Report of the company: 

"Regarding Unit II, it has been clearly established 
after detailed studies that this factory cannot 
reach the break-even point under the existing 
set-up". 

57. This factory has five down-draft kilns, all of which 
are connected to one 150 feet chimney. In 1945, i.e. after 
4 years of construction. the chimney was found to be 
cracked. The factory was then closed and the chimney re-
paired. In 1955 the crack occurred again but nothing 
was done. The result of the crack in the chimney is that 
only one of the five kilns can be worked at a time. 

58. The Committee found that the cost of a new 
chimney would be about Rs. 50,000/-. Because of the de-
fect in the chimney the loss in proclu~ion was to the tune 
of Rs. 11 lakhs per annum. The Joint Secretary of the 
Finance Department who is also a Director of the Com-
pany stated in evidence before the Committee that he 
was not aware of the loss in production due Lo the faulty 
chimney. The Secretary of the Industries Department 
also stated that Government was not aware of the facts 
in this regard. 

59. The Committee were given a copy of the Report 
submitted by the Statistical Quality Control Unit of the 
Indian Statistical Institute who had analysed the cost of 
production of Unit II and had come to the conclusion that 
under existing set-up of production and selling prices, the 
factory will not·be able to make a profit. 

60. The Committee found that this report had stated as 
under:-

(1) Out of 5 kilns one has brQken down and is not 
in use. . 

(ii) Under the present conditions only one kiln caD 
be worked at a time. 

12 ;. 
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(iii) Of the pipes produced, only 35% are I quality, 

20% are TI quality, 25% are TIl quality and 
20% are rejections. 

(iv) In the cost of production, ovelheads account 
for the largest proportion. For example for a 
kiln load of 9" pipes the cost is as follows:-
Material Rs. 380 
Fuel Rs. 975 
Labour 
Overheads 

TOTAL 

Rs. 916 
Rs. 1128 

Rs. 3399 

(v) At present the workload for labour is very low. 

6!. Besides thes.e, the Committee were told that "most 
of the time, almost all the machines will be under repairs 
and maintenance", and as a result the utilisation of link 
machines on which depended the utilisation of other 
machines is only 40%. 

62. It has been known to the Manag,~ent fOT the last 10 
years that ·the chimney had reduced the efficiency of the 
plant to a fifth of its rated capacity. Yet, no remedial action 
has been taken. The fuel costs were high, the overheads 
were very high, the productivity was low, the efficiency 
of production was extremely low considering that only 35% 
was First quality, over staffing existed-and yet not one 
single item. had been attended to. The Committee regret 
'that inspite of periodical reports received by Government, 
the sole sM.reholder of the company showed ignorance of 
the sad state of affairs of the company. A Government Com-
mittee appointed in 1958 to examine some issues relating 
to the factory had reported that Uthere is no proper work­
load, and no programme of production or sales". Ei(}ht years 
after this report, things appear no better. 

63. The Committee were informed that to put it on an 
economic footing the following action should be taken:-

(1) To change the plant layout. 
(U) To construct more economic semi-continuoUl 

kilns. 
(Ui) To instal semi-automatic pipe and brick plant. 
(iv) To instal an automatic drier. 

64. When questioned about this proposal, the represen-
tatives of the company stated that no detailed studies had. 
been .made. 
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65. This unit needs immediate attention. The Govern­
ment should set up a Committe! of technical persons or 
else ~ one man Committee of an expert perhaps from out­
side the State, who should study the entire working of this 
unit and suggest how it can be economically run. If the 
unit cannot break-even without further excessive e%pendi.­
ture, Government might consilder selling it instead of 
tTIIVesting large amounts on a doubtful venture. 



IV 

CLAY MINES 

66. The Clay Mines (Unit III) produce 12 tons of refined 
china clay per day or 3600 tons per annum. 

67. The Mines work throughout the year, unlike other 
china clay mines in the country which were said to work 
on seasonal basis. It was stated that because of this, the 
lalbour and operating charges were more, compared to sea-
sonally worked mines. In fact, the cost of production wu 
stated to be 20'0 to 30% higher than their competitors. 

68. The Committee fail to appreciat.z this justificatwh 
for the higher cost of production. A seasonal prodtLCe1' has 
to incur certain inevitable overheads throughout the lIea.r. 
His machinery depreCiates at t1he same rate as that of an 
annual producer. It is easier to manage a concern which 
rum thrqughout the year than a seasonal One. The pro­
ducer who workB throughout the year appears to be at .n 
advantage over a seasonal producer and his costs s~ould 
be less and not more. 

69. The Committee were informed that because of break-
downs of the locomotive used for hauling raw clay to the 
refinery and the delay in getting imported spare parts, 
there was considerable loss of production in the Mines. 
Besides, the utilisation of the refining plant is only 50%. 
This much utilisation was stated to be adequate for the 
present scale of raw clay mining. The utilisation of filter 
press is 25% on the basis of the rated capacity of 3 shifts. 
The filter press is stated to breakdown frequently due to 
paucity of spare parts. 

70. With a view to mechanise mining operations, new 
machinery like Blungers, filter press pumps, motors, rails, 
tractor and trailers were purchased. The purchase of • 
mechanical drier was dropped, and as such, drying is done 
by solar heat during the summer months (6 months in a 
year). For this, an amount of Rs. 2' 51 lakhs had been 
spent. For fUrther modernisation of the mining and re-
fining operations with foreign technical collaboration, pr0-
posals were stated to have been submitted to the Govern-
ment of India. 

71. The difficult part at the operations is the waBl~lng 
of the raw clay. The mining which is done b:y removing 
the overburden and reaching the clay bed is a comparatively 

15 
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simple operation. Raw clay contains various grades suit-
able for different purposes. One suitable for paper coating, 
sells at Rs. 400 per ton while the sade suitable for pottery 
sells at Rs. 100 per ton. The washing operatioll should. be 
able to segregate these different grades. There is no such 
provision in the mines at present. It was stated that the 
machinery for this would have to be specially dE:'signed 
after determining the characteristics of the raw clay by 
laboratory tests and detailed investigations. 

72. Besides this, the Mines have layers of "blue clay", 
a valuable raw material for making refractories. At 
present, this is not extracted and it is thrown out along 
with the over~urden. If a proC'ess of winning is foupd to 
obtain the blue clay, it would be very profitable. 

73. Mis. Rudis of Yugoslavia had been approached by 
the Company to collaborate in installing the necessary 
machinery. The total cost involved would be Rs. 22: 05 
lakhs. The company have estimated a production of 25,000 
tonnes during the third year of operation with a gross proilt 
of Rs. 13' 05 lakhs. These figures were based on rough cal-
culations. Technological and economic feas~bility studies 
are yet to be carried out. 

74. The clay in the mines is said to be of a 7t.igh quality 
and the Committee would very much wish that proper' 
measures were taken to utilise this asset. If foreign colla­
boration is inevitable, it may be obtained but the purchase 
of machinery from abroad should be confined to the mini­
mum. Most 01 the mining machinery should be available 
in India. The refining machinery perhaps could be fabri­
cated in this country, if necessary after obtaining draw­
ings from the collaborators. 

75. The Committe! a.lBo recommt:nd that the export 
possibilities of this clay be examined so that the cost oj 
getting mac""'nery from abroad can be recouped from 
exports. 



V 
GENERAL 

76. The cost accounting done in the factol:! is tilr from Cost AD-
satisfactory. It was stated that "actual cost of pruciuction countbJ&, 
of almost all the items was determined periodically." 
This is not cost accounting. 

77. The Committee recommend that steps should be 
taken by the company to introduce a proper cost accounting 
system. Cost on all items should be carefully watched and 
imm~diate actiOn taken to arrest adverse trends. MOnth­
wi8e figures of comparative costs may also be submitted to 
the Board of Directors who should satisfy themselves in 
case of variations that these were justified. There is a very 
great scope for economy in all the three units and there is 
no doubt that conscious efforts in this direction will bear 
substantial results. 

78. Another matter which is not satisfactory is inven- IDftDto-
tory control. In fact a haphazard system appe81't to b.! rl-. 
followed in regard to materials management. The remIt is 
that raw materials fall short, there ale E:xce~Jlve stocks of 
stores, and ordering is not dODe according to needs but on 
an ad hoc basis. The Company should obtain the advice of 
an expert and introduce a system of inventory control in 
all the three units at an early date. 

79. There is considerable surplus staff. A proper assets- Std. 
. ment of the staff requirements should b6 17Mldp. and the 
surplus should be absorbed in the expansion stages or found 
alternative employment elsewhere. For the time being, 

~ there should be a complete ban on recruitment of new 
staff. 

80. As regards the post of General Manager, the Com- GeDenl 
mittee were informed that the present incumbent was a Man .... 
deputationist from the Industries Department and that he 
had been in the Company since 195a. The next senior 
officer is the Works Manager who is a post-graduate in 
ceramic technology. 

81. The Committee feel that the Company needs a dyna­
mic person with a good background of o!Tamic technolol11l 
besides administrative skU! and knowledge 0/ modern mar. 
keting techniques to put it on an even keel. It might he 
worthwhile for the Kerala Governmmt to look for a person 
even outside the State with ezperience and talent in thi3 
field. Su.ch a person can be kept till the factor." is abt~ to 

17 
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modernise and establish proper production and mCl.rketing 
standards. Once the Units are established on an eCO'IlOfJlie 
footing good managerial skill'would su.ffl.ce, but during this 
interv.!ming period something more is required. 

NEW DELHI; D.,N. TIWARY, 
17th March, 1966. Chairman, 
E'halguna 26, 1887(5) Committee on Pu.blic Undertakings. 



APPENDIX I , . 

Economic of Working the Factory with Generator and' 
Decl.aring l.ay 01 

.. _. -----_._ ... _--_ .. --. -"-, ..•. ------
Expenditure to be incurred 

to work with generator. 
Monthly 
Basis 

Bx~enditure to be incurred 
i thi8 factory Ie laid off. 

Wages to be paid %5,000/- Layoff wages to be paid 
13,000/-

S toree to be consumed %0,000/- No atorea conaumed al· 
factory is clDled 

Power S8,000/- Power 1,000/-
<at 20 nP. per unit) 

Maintenanoe 2.000/- Maintlmance soo/-
1.35.000/- 14.5000 

Salary of .td 10,OCO/- Salary 10,000/-

Other expenses 3,000/- Other expenses 2,000/-

IA8,ceo/- %6,500/-

intcrest and depredation as,oeo/- Interest and, 25,000/-
depreciation 

1,73,000/- ,I,SOO/-

Production at extetill, level I,co,ooo/- Production Nil 

LOas 73,coO/- Lo .. 51,500/-

Thus it can be seen that if the production is only Rs. 1 
lakh a month. there will be a. loss of as. 73,000 a month 
if the generator is used as against RI. 51,500 a month by 

I complete stoppage. ' 
If the production is stepped upto Rs. l' 75 lath a month,. 

then during that period when the factory is run by the· 
generator there will be no loss. 

19 



APPENDIX n 
·8ummar~1 of conclusions/recommendations of the Committee (i 

Public undertakings contained in the Report 

:So No. 

(1;) 

..I 

Ref. to para 
No. in the 

Report 

(2) 

7 

Summary of ConcJusions.RelOmmendations 

It is regretable that even after two years of 
formation of the Company, Government san~­
tion for the issue of the remaining shares has not 
been received. The Committe would urge 
Government to issue. the necessary sanction at 
an early date and ·settle this matter. 

17 Th~ factory has proceeded on the assWDpUo)l 
that in order to produce superior quality porce-
lain. forelgn machinery and foreign technical 
colla1::>oratlOn are required. The Committee were 
informed that the Central Glass and Ceramics 
Research Institute and the D.G.T.D. had beeD 
consulted and they also were of the same opi-
nion. i.e., that foreign collaboration was necessary. 
The company is already over capitalised and 
with additional investment of Rs. 20 lakhs, the 
price of the superior crockery produc~ WiP[ 
inevitably be high. The company has not car 
ried out any analytical studies of the cost o. 
production after the proposed expansion . and ': 
the prices prevailing abroad. The Committee I 

however. do not feel optimistic about the Man- ~ 
agement's proposals for the following reasons. 
Firstly, the competition would inevitably be 
with traditional exporters of high class crock-
ery. As such, a, reputation would first have to, 
be established before exports can be stabilised. ! 

Secondly, foreign manufacturers produce I)n8 : 
mass scale compared to the meagre production { 
at Kundnra. Thirdly, foreign manufacturers '., 
spend large sums on product desilZn and deve- : 
lopment. a matter in which the Kundarn rac- : 
tory w11l not be able to compete. In view 0 
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this the possibilities of export are remote. No 
doubt the factory should make every effort in 
this direction but to base a whole expansion 
programme with export as a mainstay without 
carrying out any market studies, is in the opi-
nion of the Committee, not correct. 

There is great scope for improvement of the 
product. atleast to reaeh the standard of im-
ported crockery. The contention of the Mana-
gement that they have to face severe competi-
tion from earthenwar~· crockery and sell their 
porcelain crockery at the price of the earthen-
ware crockery is mainly due to the fact that 
its superiority is not as marked as in the case 
of imported porCelain. The very fact that im-
ported crockery is sold at a very high price in 
the Indian market . gOes to prove that there 
can be a good market f-or superior quality cro-
.ckery if produced, even if its price is high. In 
fact, lUXUry hotels catering to tourists and the 
Air Corporations have persistently been demand-
ing imports of crockery. If the ~erala Ceramica 
Limited produces superior· crockery. these 
demands can be met. The Committee believe 
that pJ;operly organis~d, this factory with all the 
advantages of·~ monopoly manufacturer in the 
country, has a great future. 

The factory needJ immediately additional 
kiln capacity. Because of the imbalance, ma-
chine utilisation is only 40 per cent. to 60 per 
cent. The Committee were informed that eJec-
tric kilns are costlier tQ purchase and main-
tain. Oil fired kilns weuld be most suitable as 
coal fired kilns. though cheaper, would be diffi-
cult to maintain in view of the sh9rtage of coal 
in Kerala. The factory should make efforts to 
obtain the necessary kilns from Indian manu-
factur.ers even if some essential parts have to 
be imported. If this is achieved, then the fac-
tory can treble its production. 

(i) If foreign collaboration is required . for 
product development the~ should b~ no ob-
jection to it, but the Committep. would l'Iuggest 
that the Central Glass and Ceramics Re~earch 
Institute, Calcutta, should take up this mattt:r 
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as a challenge to its genius and skill. Let 
efforts be made to develop something Indian 
and original. The Indian tradition in porcelain 
manufacture is an ancient one and what seems 
to be required is a revival of a lost art with 
adaptation to modern needs. "'he Committee 
hope that the Governmen of Kerala, the 
D.G.T.D. and the C.S.LR. will>estow serious 
attention to this aspect. 

(ti) As a first step the Factory should under-
take a proper study of the whole matter in its 
entirety and prepare an economic feasibility 
report before venturing upon any scheme of 
expansion, as otherwise, there is danger of re-
peating the initial mistake and perpetuating. 
the di1Bcu1ties. ' 

24 The Committee hope that it would be possi-
blle for the Management to persuade the labour 
union to cooperate in implementation of the in-
centive scheme as it is to the benefit of both 
the factory as well as the labour. 

7 26-27 (i) The Committee suggest that at the ex-
pansion stage the question of installing a 
generator may Be carefully reviewed land if 
economically feasible, one might be installed 
in preference to laying oft workers nnd clos-
ing down the factory. 

(ii) In the meanwhile, the Committee would 
desire the Kerala StAte Electricity Board to 
examine in the case of machinery where con-
tinuous operation is necessary in order to sus-
tain the life of the machines, a.s in the case of 
the electric kilns, whether exemption from 
power cuts could not. be granted. 

8 3:-31 (i) The Committee feel that the factory's 
rejection figures are very high. The storage and 
stacking of semi-finished and' finished goods was 
not properly planned. There also seemed to be 
a lack of scientific lay-out and procedure. In the 
circumstances breakages seem~ unavoidable. 

(ii) The Conunittee reconunend that the 
• factory should examine this matter in detail and 

evolve a streamlined procedure whereby the 
products at each stage are correctly handled and 
systematicaHy arranged beyond the danger of 
being tripped. --_._--------_.- . __ .... _- ... _------------
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(i) The heavy rejections could also be partly 
due to inadequate expertise or traminll, indif-
ference of the staff, and faulty supervIsion or 
equipment. The Committee feel tilat after 
quarter of a centuary's experience the rejections 
should not have been so high and there is great 
scope for the factory to reduce. the rejections. 
Reduction of rejections will add greatly to the 
factory's profitability. 

(il) The Committee would also suggest that 
there should be occasional high-level sample 
inspection of the rejections in the final stages to 
ensure that good cro~kery is not passed as bad, 
and also that second quality goods are not sent 
to the market. . 

With its present rate of production, the fac-
tory may not be able to have !l research and 
development department, but this is a matter 
which should get priority, when the factory 
expands and becomes economically sound. 
. The Committee suggest that instead of hav-
ing a very large number of sizes, patterns and 
designs, it might be better to sp.lcct some two 
designs it might be better to select some two 
popular and concentrate on their production till 
the financial condition of the company improves. 
In the selection of these standard designs, 
emphasis should be paid to distinctive designs so 
that the factory's crockery stands out from those 
of its competitors. 

The Committee found that about 3 month'. 
production was lying uncleared at the factory. 
This is not a happy position and snowed that 
marketing was not properly organised. The 
Committee do not wish to make! a.ny Cl)Jnrnents 
on this as they did not study this aspect, but 
would like to stress that a dynamic sales drive 
is urgently called for. Firstly, in their publi. 
city campaign it would be worthwhile for the 
Company to stress the superiority of porcelain-
ware over earthenware. This dilfercnce has to 
be brought home to the customE'r:;. Secondly, 
the companv should review the workinR of their 
Agents periodically and make in.ter Be com-
parisons and eliminate the inefficient ones. The 
Committee hope that the comDany will make 
concerted sales promotion efforts. 
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The Committee would also recommend 
that the Kerala Government should exhibit the 
crockery in their Emporia outside the State 
and also give publicity to the products of the 
factory by exhibiting them in stalls of the 
Kerala Government at exhibitions held outside 
the State. 

The Committee suggest that the Company· 
should try and explore the possibility of ob-
taining liquid gold through some reliable 
agency. As most of the material is obtained 
from Agra and Firozabad, it might be possible 
for the. Government of Uttar Pradesh to sug-
gest the name of one or two firms of rep1lte 
who would be able. to supply the raw material 
on a regular basis at reasonable rates. The 
Committee suggest that the Kerala Gov~rnment 
t~es up this matter with the Government of 
Uttar Pradesh. 

The Committee were glad to hear that. 
norms of consumption of liqUId gola. had been 
fixed now and that proper accounts were beillg 
kept. 

The Committee hope that the factory will be 
able to encourage Indian manufacturers of trans-
fer pictures to improve the quality of their pro-
ducts. 

(i) While it might not be worthwhile to go 
in for an expensive weigh-bridge to weigh 
the quartz and felspar, the Committee suggest 
that the company should atleast cakula:E' the 
weight on a volumetric basis and satisfy them-
s~h'es that ',he weight actually pad fill' ;loE'!. not 
differ conSiderably from that actually recorded 
by the Railways. Sample checks should be con-
ducted by the top executives. 

(ii) Comsumption standards of these two raw 
materials which the Committee learn have not 
been laid down, should be introduced so that 
wastages are avoided. Fixing of norms will make 
the workers conscious 01 the nE'ed for exercising 
economy. 

The Committee recommend that the- company 
should take up the matter of finding a substitute 
for tin oxide with the National Chemical Labo-
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ratory and the Central Glass and Ceramics Re-
search Institute. It might be possible to find out 
a cheap method of manufacturing the opacificr-. 
or else they could recommend a suitable substi-
tute fortin oxide. The Company might also· 
find out whether foreign porcela1n manufacturers 
use any other material which might be obtain-
able in this country. 

The Committee regret that costly' equipment 
worth Rs. 59,269 should have been purchased un-
necessarily and kept idle since 957. The Com-
pany did not provide a satisfactory answer as to 
why these had been purchased. Government 
might do well to look into the matter. 

The Committee feel that it is not equitable to-
burden the company with the. infructuous ex-
penditure of Rs. 25.000 incurred on digging the 
well. The only fault of the company is that they 
entrusted the work to a Government department. 
The Committee do not know whether they took 
all precautions to bring the non-execution of the 
work promptly to the notice of higher officers. 
If they did so, it would be equitable for the Gov-
ernment to reimburse the company to a large 
~ent for the inetBciency and neglect of its om-een. . 

It has been known to the Management for the 
last 10 years that the chimney of the ceramics 
factory had reduced the effiCiency of the plant to 
a fifth of its rated capacity. Yet. no remedial 
action has bene taken. The fuel costs were high, 
the overheads were very high. the productivity 
was low, the efficiency of production was extrern-
iy low conSidering that only 35 per cent was 
First quality. over staffing existed-and yet not 
qne single item had been attended to. The 
Committee regret that in spite of periodical 
reports received by Government, the sole share-
holder of the company showed ignorance of the 
sad state of affairs of the company. A Govern-
ment Committee appointed in 1958 to examine 
lOme -issues relating to the factory had reported 
that "there is no proper workload. and no pro-
gramme of production or 'kales". Eight years 
after this report, things appear no better. 
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Unit IT needs immediate attention. The Gov-
ernment should set up a Committee of technicaJ 
persons or else a one man Committee of an ex 
pert perhaps from outside the State, who shoulQ 
study the entire working of this unit and suggest 

'. how it can be economically run. If the unit can-
not break-even without further excessive expen· 
diture, Government might consider selling it ins-
tead of investing large amounts on a doubtful 
venture. 

The Mines work throughout the year. un-
like other china clay mines in the country which 
were said to work on seasonal basis. It was 
stated that because of this, the labour and operat-
ing charges were more. compared to seasonally 
worked mines. In fact. the cost of production was 
stated to be 20 per cent to 30 per cent higher than 
their competitors. The Committee .fail to appre-
ciate this justification for the higher cost of pro-
duction. The producer who works throughout 
the year appears to be at an advantage over a 
seasonal producer and his costs should be less and 
not more. 

The clay in the mines is said to be of a high 
quality and the Committee would very much 
wish that proper measures were taken to utilise 
this asset. If foreign 'collaboration is inevitable, 
it may be obtained but the purchase of machinery 
from abroad should be confined to the minimum. 
Most of the mining machinery should be available 
in India. The refining machinery perhaps could 
be fabricated in this country, if necessary after 
obtaining drawings from the collaborators. 

The Committee also recommend that the ex-
port possibilities of the clay be examined so that 
the cost of getting machinery from abroad can 
be recouped from exports. 

The Committee recommend that steps shoul' 
be taken by the company to intr()duce a proper 
cost accounting system. Cost on all items shoulcl 
be carefully watched and immediate action taken 
to arrest adverse trends. Month_wise figures ot 
comparative cost may also be submitted to the 
Board of Directors who should satisfy themselves 
in· case of variations that these were justified. 
There is a very great scope for economy in all the 
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thr~ units and there is no doubt that conseiou~ 
efforts in this direction will bear substantial 
results. 

The Company should obtain the advice of an 
expert and introduce a system of inventory 
control in all the three units at an early date. 

There is considerable surplus staff. A proper 
assessment of the staff requirements should be 
made and the- surplus should be absorbed in the 
expansion stages or found alternative employment 
elsewhere. For the time being, there should be 
a complete ban on recruitment of new sta1f 

The Committee feel that the Company needs 
a dynamic person as General Manager with a 
good background of ceramic technology besides 
administrative. skill and knowledge of modern 
marketing techniques to put it on an even keel. 
It might be worthwhile for the Kerala Govern-
ment to look for a person even outside the State 
with experience and talent in this field. Such a 
person can be kept till the factory is . able to 
modernise and establish proper production and 
marketlnJt standards. Once the Units are estab-
lished on an economic footing good managerial 
skfll would suftice, but during this intervening 
period something more Is required. 
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