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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 Thirty-sixth Report on the Indian Oil Corporation Ltd. 
(Refineries Division). 

2. This Report is !based on the examination of the working of the 
Indian Oil Corporation upto the year ending 31st March, 1966. The 
Committee took the evidence of the representatives of the Refinery 
Division of the Corporation on the 24th and 25th, November, 1966 
a,nd of the Ministry of Petroleum and Chemicals on the 20th Decem-
ber, 1966. 

3. The Report was finally adopted on the 3rd March, 1967. 

4. The Committee wish to express their thanks to the officers of 
the Ministry of Petroleum and Chemicals and the Indian Oil Corpo-
ration for placing before them the material and information that 
they wanted in connection with their examination. They also wish 
to express their thanks to the non-official organisations/individuals 
who, on request from the Committee. furnished their views on the 
working of the I.O.C. 

5. The Committee also place on record their appreciation of the 
assistance rendered to them in connection with the examination of 
audit paras pertaining to the Indian Oil Corporation by the 
Comptroller and Auditor General of India. 

NEW DELm; 
March '. 1967. 

-,,-,=-.,.,:=--Phalguna 12, 1888 (S). 

• 

• 

D. N. TIWARY, 
Chairman, 

Committee on PubZic Undertcdeing •. 

(f> 
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INTRODUCTORY 

The oil refining industry in India has progressed a lon, 
way since independence. In 1947, only a single 0.45 mU-
lion tonne unit functioned in Assam, processing crude oil 
received from the Digboi oil fields in that State into petro-
leum products. The rest of th'e requirements of finished 
oil products were imported and paid for in foreign ex-
change.", 
. 2. I~ the beginning of. the early fifties, the three major 

international oil companies, long established in Bombay 
88 importers of refined products, agreed under special 
covenants with the Government of India, to set up their 
own oil refineries. Two of these were built at Trombay, 
near Bombay and the third at Vishakhapatnam. By the 
late fifties, they were on full stream and processed im-
ported crude to yield a total annual production of 4 mU-
lion tonnes of finished products. 

3. Meanwhile the Government's enterprise in explor-
ing ana prospecting for crude within the country had 
begun to yield results in Naharkatiya in 1953 and in Moran 
in 1956, in Assam. The Industrial Policy Resolution of 
1956, laid emphasis on developing oil production in the 
public sector by placing this industry in Schedule 'A' i.e. 
industries whose "future development will be the exclu-
sive responsibility of the State". In August, 1958 a com-
pany, the Indian Refineries Ltd., was formed to construct, 
operate and manage two Refineries at Gaubati in Assam 
and at Barauni in Bihar. The commissioning of the Gau-
hati Refinery of 0.75 million tonne capacity with Rumanian 
assistance in January, 1962 marks the beginning of the 
public sector Refineries. This was follow~ in July, 19M 
by a new and larger Refinery with a capacity of 3 million 
tonnes (after expansion) at Barauni in Bihar. Both of 
these were based on crude suppUes from the oil-fields of 
Assam. ~!.n 

4. The discovery of crude deposits at Ankleshwar and 
Kalol in GUJarat encouraged plans for the setting up by 
the Oil and Natural Gas Commission of the Gujarat Re-
finery-the third oU reftnery in the public sector. 
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5. The Indian Refineries Ltd. was merged on the 1st 
September, 1964 with the Indian Oil Company Ltd. to form 
the Indian Oil Corporation Ltd. in terms of an order called 
the Petroleum Companies Amalgamation Order, 1964, 
dated 31-8-1964. The Corporation had two independent 
Divisions caUed the Refineries Division and the Marketing 
Division each under a Managing Director. 

6. By a subsequent order, another Division called the 
Pipelines Division under a Director-in-charge was created 
on the 11th March, 1965. Prior to this, the work relating 
to the pipelines was under the Refineries Division. 

·7. The Gujarat Refinery was transferred from the Oil 
& Natural Gas Commission to the Refineries Division of 
the Indian Oil Corporation Ltd. on the 1st April, 1965. 

B. The working of the Gauhati and Barauni _ Refineries 
(then under the Indian Refineries Ltd.) was examined by 
the Estimates Committee in 1962-63 and their recommen-
dations!observations are contained in their Thirty-fourth 
Report (Third Lok Sabha). The replies furnished by the 
Government indicating the action taken by them on the 
Report were considered by the Committee on Public Under-
takings in 1965-66 and a further Report (Fourteenth Report 
of C.P.U., Third Lok Sabha) was submitted to the lIouse. 

9. The Gujarat Refinery was examined by this Com-
mittee as part of their examination of the O.N.G.C. in the 
year 1964-65 (Fifth Report). Replies to recommendations 
contained in that Report received from Government have 
not so far been considered by the Committee. 

10. The Gauhati Refinery has been set up with the as-
silitance of the Rumanian Government. An agreement was 
concluded on the 20th October, 1958 between the Govern-
ment of India and the Government of the Rumanian Peo-
ple's Republic providing for technical and financial ~s­
tance far setting up this Reftnery .. FollOwing this agree-
ment, a commercial contract was executed on the 17th 
August. 1959 between Messrs Industrial export of Bucha-
rest-a State-owned Company nominated by the Ruma-
ian Government, and the erstwhile Indian Refineries Ltd. 
The .object of the contract wu to spell out the responsibi-
lities of both the parties with regard to the designing of • 
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the Refinery, the supply of equipment and materials, tech-
nical assistance to be given by the Rumanians in the cons-
truction, erection and operation of the Refinery, the gua-
rantees of performance of the plant, etc. 

11. The value of technical assistance from Rumania has 
been as follows:-

(ii) D~signing work 
(ii) Designing work 
(iii) Technical 

Rs. in crores 
0'39 

. 39 

0'28 

The total cost of the Refinery has been Rs. 17'70 crores. 

12. The construction of the Refinery was taken up in 
October, 1959. Whereas it was to be commissioned in the 
third quarter of 1961, it went into full operation only in 
the second quarter of 1962 after having started production 
on the 1st January, 1962. 

13. The Barauni Refinery has been set up with the Soviet Barauni 
assistance. An a:greement in this regard was concluded Refinery. 
between the Government of India and the Government of 
U·S.S.R. on 28th September, 1959. Under this agreement 
the Soviet Government agreed to give credit upto 100 
million (old) roubles at a rate of interest of 2'5 per cent, 
per annum repayable in 12 years with the provision that 
any further amounts in excess of this amount and not ex-
ceeding 50 million roubles will also be met by the Soviet 
Government. 

14. In pursuance of this agreement, a contract was 
signed between the Mis. Tiajpromexport, Moscow and the 
Indian Refineries Ltd. on 3rd December, 1959 for carrying 
out the detailed analysis of the Naharkatiya crude on 
samples at a cost of Rs. 11'86 lakhs, for preparation of the 
Detailed Project Report at 8J cost of Rs. 30'85 lakhs and 
the supply of working Drawings of the Reftnery at cost of 
Rs. 75'92 lakhs. 

15. The Detailed Project Report was received in Decem-
ber, 1960 and accepted in .t}pril 1961. A contract was 
signed with MIs. Tiajpromexport for the supply of equip-
ment and .materials from the Soviet Union, deputation of 
Soviet specialists and interpreters and industrililltechnlcal 
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training of Indian teclmicians in the U ,S,S.a. The total 
cost of the contract was 25,515,000 roubles, c.i.f. Calcutta 
port. 

16. The construction of the Refinery began in the winter 
of 1961. The first stage consisting of one million tonne 
refining capacity went on stream in July, 1964, and the 
Refinery is now running at full designed capacity without 
any trouble so far as the first stage is concerned. The 
second stage had been completed, tested and coinmissioned 
in February 1966, but could not thereafter be operated as 
the Coking Unit required some modifications to improve 
its capacity. These modifications were completed by the 
end of December, 1966, 

17, The third stage comprising of the Lube Oil Units 
wu also expected to be commissioned by the beginning 
of 1967. 

18. The 'total project cost now estimated. is Rs. 44'41 
crores as against the original estimate of Rs. 38'21 crores. 

19. The Gujarat Refinery has been set up with the 
financial and technical assistance from the Soviet Union. 
The initial capacity of the Refinery is two million tonnes 
of crude oil per year. The Refinery was under the Oil and 
Natural Gas Commission till 1st April, 1965, on which date 
it was transferred to the Refineries Division of the I.O.C. 

20. In pursuance of the Ind~viet Agreement of 
February 21, 1961 a contract was signed in October, 1961 
between the Oil, and Natural Gas Commission and MIs. 
Tiajpromexport, Moscow for the preparation of the Detailed 
Project Report. The Detailed Project Report was received 
in January 1963 and three months later it was accepted. A 
further agreement with the same Soviet party for the 
supply of equipment and materials for the construction of 
the Refinery was concluded on the 29th June. 1963. 

21. The construction of the Refinery started on the 5th 
October, 1963. The first phase, comprising the first mil-
lion tonne per annum capacity of the Refinery, was cOm-
missioned on the 11th Octob,r, 1965. It was, however, 
possible to operate on full throughout for the one mUlion 
tonne stage only in December, 1965. The second .phase i.e. 
the two million tonne was completed in June, 1968. 
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22. The feed. stock of crude oil is piped to the Refinery 

from Ankleshwar oil fields through a pipeline over a ~ 
tance of 98 kms. 

23. The civil engineering works for the expansion of 
the Refinery to three million tonDes were started on the 
19th March, 1966 and the expansion scheme is Ukely to 
materials during mid 1967. 

24. An Udex Plant is also being set up at the Gujarat 
Refinery for the extraction of Benzene 81Dd Toulene from 
the reformed. Naphtha. The process for this plant has 
been taken from U.O.P. of U.S.A. and the design and 
engineering is being carried by MIs. Nuovo Pignone (a 
subsidiary of. E.N.I. of Italy). The plant will be completed 
during 1968. 



n 
COORDINATION 

The orders of the Ministry of Petroleum and Chemicals 
dated the 31st August, 1964, amalgamating the IndianRe-
llneries Ltd. and the Indian Oil Company Ltd. stated as 
follows:-

"With a view to enable each Division to discharge 
its function efficiently, economically and speedily, 
the Managing Directors shall be entitled to enter 
into correspondence direct with Government 
and other agencies. Each Division of the Com-
pany will prepare its own budget and accounts 
and operational programme and after approval 
by the Board of Directors, it shall be submitted 
to the Government of India. Each Division will 
have its own Financial Controller. The accounts 
of each Division will be kept separately though 
for purposes of the Companies Act consolidated 
accounts will have to be presented. The Board 
of Directors shall discuss the performance of 
each Division and later consider the consolidated 
Annual Report and consolidated annual accounts. 
Each Division will evolve its own personnel, 
training and recruitment policy, keeping in view 
the plan targets and its peculiar requirements. 
Each Division shall keep the Government of 
India informed of quarterly and annual targets, 
the targets achieved and shall submit such re-
turns/statements as may be prescribed by Gov-
ernment". 

26. After the amalgamation of the two companies, the 
Chairman qf the Indian OU Corporation continued to be 
the Managing Director of the Marketing Division. The Re-
fineries Division had a separate Managing Director and the 
Pipelines Division, a Director-in-charge. Coordination bet-
ween the three Divisions took place only at the level of the 
Board of Directors and by its very nature, was rather 
superficial. As a matter of feet, the intention behind amal-
gamating the two comapnies was to achieve "economy, 

• 
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efficiency and coordination as also to eliminate duplication of 
effort and wasteful expenditure" as enunciated in the re-
commendation of the Estimates Committee contained in 
para 8 of their Thirty-Fourth Report (Third Lok Sabha). 
It appears that the actual working of the Corporation after 
amalgamation has not achieved any of these objectives. 

27. I.n August, 1966, when the Chairman of the I.O.C. C<><:,rdi-
changed, a new Managing Director was appointed for the ~~~~gS 
Marketing Division and the Chairman became a full-time . 
Chairman without direct executive responsibility over any 
of the Divisions. Instead of the Board, the coordination 
between the three Divisions came to be effected through 
the Chairman. Every month a coordination meeting is 
held in which' the representatives of the three Divisions 
are present. A representative of the Cochin Refinery is 
also present at these coordination meetings as the Market-
ing Division is responsible for selling the products of the 
Cochin Refinery. The month-to-month problems of produc-
tion, marketing and movement are discussed at these meet-
ings and decisions taken. This is a step in the right direc-
tion. Such coordination meetings should have been held 
before. In fac;t, the Committee came across several instances 
where lack of coordination had resulted in creation of un-
necessary difficulties. The most glaring of these is the 
case of the pipelines from Barauni to Kanpur and Barauni 
to Haldia, where the Pipelines Division finished their work 
and the Marketing Division, which was responsible for 
constructing the storage tanks and railway sidings, remain-
ed far behind schedule with the result that the pipelines 
could not be operated. This resulted in considerable diffi-
culties in the movement of products from Barauni. An-
other example of lack of coordination . relates to excess 
production at Barauni at times which could not be lifted. 

28. During the course of oral evidence, the Committee Need for 
asked the Chairman of the Corporation whether he con- clo~ c~­
sidered the present arrangements for coordination as satm- ordmabon. 
factory and he replied that a change had been made from 
the past practice which had resulted in the toning up of 
efticiency to a considerable degree. The results of this ex-
periment would be watched and if found necessary, he 
would ha~ no hesitation in effecting changes that were 
considered desirable to improve coordination between th'C! 
various wings of the Corporation. While the Committee 
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appreciate the chaftge. made, they em.phcuile that close co-
ordiftatiOft should ezi8t betweeft the Divilion.. The three 
Divisions of the Corporation should ftot work like water­
tight compartments, looking only to the Chairman or the 
Board of Directors as the connecting link. The Senior 
Officers should enter into communication .at their own 
levels to solve mutual problems and carry out policies to 
the maximum advantage of the Corporation. 

Loc~t~ of 29. In regard to other matters, the Committee regret 
DivlIllons. that the Government of India's order of 31st August 1964 

referred to above, really intended to keep the identity of 
the Divisions separate from each other. In fact, very little 
economy has been effected by this amalgamation. One of 
the main drawbacks has been that the Refineries and the 
Pipelines Divisions were located at Delhi, while the Market. 
ing Division functioned from Bombay. This was due to 
historical reasons. The Committee enquired whether there 
were any special advantages in locating the Refineries 
Division at Delhi and were informed that apart from the 
fact that it had several advantages during the construction 
of the Refineries, there were no special reasons why Delhi 
need be the location of the Division. The Committee agree 
that till the coftStruction phase of the Refifteries is over it 
might be advantageo1L8 for the Refifteries DivisiOft to be in 
Delhi for the purpose of contacting the various foreign 
parties, D.G.S &: D., etc. After this is over it might be 
examined whether it would not be advantageous for all the 
Divisions of the r.o.c. to be under one roof, preferably 
in its own building. If this takes place, it would be possible 
for the various Divisions of the Corporation to have 
common service departments to cater to the needs of all 
the Divisions. For example, there could be commOft depart­
ments for personnel, accounts, legal affairs, labour, civil 
engineering, stores and purchase, public relations, etc. The 
Committee feel that considerable duplication in theBe 
matters exist at present and should be dOfte away with. 

Conditions 30. The Committee also found that the conditions 
of Service of service of staff were different in the Divisions'. 
of Staff. They were informed during oral evidence that the 

Refinery staff had peculiar functions, responsibilities 
and wOIrking conditions, which were not the same 
as of the staff of the Marketing Division. 4.s such, 
the pay scales were dJ1!erent and the conditions of 
service differed greatly in several matters. In fact, the 
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Committee found that some changes in the emoluments 
of the junior staif of the Marketing Division, which were 
made as a result of an agreement with the Union, were not 
applicable to the sta1f of the other Divisions. 

31. The Committee feel that this is a matter which re­
quires looking into carefuIty. While the pay BcaleB could 
be different depending upon the peculiar nature of duties 
in each Division, it might be desirable that the term&' and 
conditions of service of the staff working in the same 
public undertaking should be common with peculiarities 
relating to certain categories of posts being taken care of 
by separate provision, which should be in the form of e~· 
ceptions to the general rule. The Committee are not happy 
over ad hoc concessions made to one group of employees, 
while ignoring others of the same status in anotheT group. 
This is bound to have an undesirable effect on the staff. 

32. The Committee suggest that the Chief Personnel 
Officers of the three Divisions should be constituted into a 
Committee which should go into the entire matter of sert,ice 
conditions, pay scales, etc. of the various Divisions and sug­
gest how uniformity can be achieved. 

Pipeline Division 

33. Under the Government order dated 11th March 1965, separation. 
the Pipelines Project was separated from the Refineries 
Division to be constituted into a separate Pipelines Division 
under a Director-in-charge. This Division is responsible 
for the construction and maintenance of the Products Pipe-
lines. 

34. The Government order referred to above had stated 
as follows:-

"The separation of the Pipelines Division from the 
Refineries Division should be effected in the most 
economical manner and as far as possible without 
significant additions to std. Government believe 
that the Indian Oil Corporation (Refineries Divi-
sion) should be able to provide to the Dirdctor-
fn..charge, Pipelines Division, some financial, 
personnel and secretariat staff from its present 
strength." 
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35. The Committee, however, found that the Pipelines 
Division had its full-fledged office with its own Financial 
Contlroller, Administration Department, Accounts Depart-
ment, etc. apart from the Technical Departments 
and Officers. The Committee wonder whether there 
has been any definite advantage in effecting the separation 
of the Division. It has certainly added to the overhe.ad ex­
penditure. That there has been lack of coordination bet­
ween this Division and the Marketing Division is only too 
obvious. It is only now that the coordination meetings have 
been taking place at which the Pipelines Division is repre­
sented. The product pipelines are managed by the Pipe-
lines Division and monetary transactions between the Pipe. 
lines Division and the Marketing Division entail several 
hccounting procedures and accounts staff. The Committee 
do not consider that this has led to efficiency and economy. 
It should be examined whether the Division could be amal· 
gamated with either the Refineries Division or the Market­
ing Division. 



m 
GAUHATI REFINERY 

The Refinery is designed to process 0.75 million tonnel 
of crude oil. The crude is obtained by the Refinery from 
Naharkatiya and Moran regions of upper Assam and this 
is supplied by Oil India Ltd. Since April, 1966, 500 tonnes 
of crude have been obtained every week from the Rudra-
'Sagar oil fields, which are under O.N.G.C. It was stated 
that the Rudrasagar crude had to be blended. before use 
in the Refinery and that the blending was the responsibi-
lity of the Refinery. Crude from Naharkatiya and Moran 
oil fields is obtained throUgh pipelines, while the crude 
from Rudrasagar is obtained in railway tank wagons. 

37. The Refi'nery has three main processing units viz. 
the Crude Distillation Unit, the Kerosene Treating Unit 
and the Coking Unit. The Refinery produces motor 
spirit, superior and inferior kerosene, H.S.n., L.n,O., fur-
nace oil, iomex and petroleum coke, Supplies within 
Assam are despatched by lorries and railway tank wagons, 
For distrtbution outside Assam, white oil products and 
L.n.O. are despatched to Siliguri by a products-pipeline 
while furnace oil is despatched by tank wagons, 

A, Production 

38, The crude oil throughput and the quantum of pro-
duction during the past 3 years were as follows:-

Crude %ofrated Products %of 
throughput capacity (tonnes) throughput 
(tonneS) 

1I963~ 543,-524- 72'3 492868 83'32 
1964-65 749,164 99'8 685300 91'48 
1965-66 7990434 106'6 720743 90'16 

39, The Committee were. informed that the Refinery 
awld function at its full .designed capacity dnly in Janu-

• 
u 
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ary, 1964 although according to Consultant's programm~ 
it was due to go on rated capacity after at few months of 
its conunissioning, i.e. by the 1st June, 1962. 

40. The Committee were, however, glad to know that 
crude throughput of the Refinery had exceeded the design-
ed capacity during 1965-66. It appears that during the 
months April to June, 1964, the Refinery processed 2,84,789 
tonnes of crude oil which gives a capacity of 0.85 million 
per annum. This shows that the Refinery has an inbWlt 
capacity. which can result in a higher production than 
the actual designed capacity. 

41. The Committee learnt that most refineries have an 
iln.built capacity and that with certain marginal changes 
it woqld be possible to increase the capacity to a consider-
able extent. The Bunnah-Shell Refinery at Trornbay was 
able to expand from the original design of two million 
tonnes to almost four million tonnes, by a judicious utilisa-
tion of inherent built-in capacity. It was stated that this 
increase had been achieved with very little capital invest-
ment and slight additional facilities and modifications. The 
GUjarat Refinery also hopes to expand from three million 
tonnes to four million tonnes with very little additional 
capital investment, by taking advantage of the inherent 
built-in capacity. 

42. The Committee feel that it should be possible for 
both the Gauha.ti and Barauni Refineries to increase their 
rated capacities to a considerable extent by utilising the 
in-built capacity of the plant and equipment. Like the 
Gauhati Refinery, the Atmospheric Vacuum Unit I of Barn­
uni is stated to hbve achieved a throughput Tate of 1.15 
mi.llion tonnes in June 1966 against the ,.ated capacity of 
one minion ton.n.es. This indicates the extent of e.rtrct 
capacity. The Committee hOpe that this matte?' will be 
actively pursued and suitable modi:f1cations f01' incre48ing 
the throu.ghput of the Refineries thought of. It might be 
deBi,.able f01' the Head Office of the RefineTies Division 
to specifically entrust this task to CeTtai.,.. e:rpert, in the-
Refineries and call for regula,. reporU in regard, to plans 
and progress in this direction.· 

43. The Committee understand that it ill proposed to' 
i'RC'l"eG8e the throughput capacity of the Gauhati Refif&el'1Jl 
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to 1 or 1.1 million tonnes but that no final de'Ci8ion has been 
taken on this matteT yet. Part of this proposed increaae 
in throughfYUt should be achieved in the manner suggested 
above. The Committee hope that Indian know-how and 
equipment will be utilised, instead of depending on foreign 
help. 

B. Crude Distillation Unit 

oM. The Committee fOWld that the operation of the OperatlOD 
Crude Distillation Unit has not been unifonn. From the not 
financial reviews for the year 1965, the following infonna- uniform. 
tim emerge in respect of the working of this unit:-

Period 

J-I-65 to 31-3-65 

1-10-65 to 31-12-65 

Working 

The Unit was run for 86 days and 
processed 202,558 M.T. of 
crude oil, it was shut down 
for four days on account of high 
stock of reduced crude. 

It processed 225,t;~o M. T. of 
crude oil and was run on a re-
duced throughput for 25 days 
on account of accumulation of 
reduced crude. 

It worked for 89 days to process 
200,438 M. T. of crude oil and 
was run on a reduced through-
put for 18 days on account of 
accumulation of reduced curde. 

It worked for 8Ii days to pro-
cess 185, 102 M.T. of crude 
oil and was run on a reduced 
throughput for 15 days on 
account of accumulation of 
reduced crude. In December, 
1965, it had its annual shut 
down lasting loi days. 

45. It will be seen that the Crude Distillation Unit had .Accumu-
to be shut down for 4 days dqring the year 1965 on accoWlt ~=: 
of high stock of reduced crude and thereafter for another crude. 
58 days, it 'bad to run on a reduced throughput on accoWlt 
of accumulation of reduced crude. 
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46. The Committee examtned the actual throughput 

month by mo'nth from April, 1965 to May, 1966. The figw"-
es are as follows:-

Year 

1965· 

Month 

April 
May 
June 
July. 
August 
September 
October 
November 
December 

January 
February 
March 
April 
May. 

Through-
put 

Actual 
(MT) 

70 ,290 

79,470 

71,273 
63,756 

7 
60,777 
54,734 
74,949 
48,070 

7°,345 
60,751 

73,654 
35,779 
68,827 

(Rated average monthly throughput-62,Soo tonnes.) 

47. The Committee enquired why the accumulation of 
reduced crude had :been allowed to affect the operation 
of the Refinery and were informed that in January, 1962 
the Crude Distillation Unit of the Refinery went on stream 
when the Coking Unit was still not ready. As a result, 
reduced crude accumulated to the extent of 25,724 tonne&. 
According to the design, the Coking Unit can run for 312 
days, which accounts for a throughput of 300,000 tonnes of 
reduced crude· This much quantity of reduced crude is 
produced when the Crude Distillation Unit processes 0.75 
millio'n tonnes of crude oil. However, by a little additional 
increase in the throughput of the Coking Unit, the Refi-
nery was able to clear the accumulation of reduced crude 
to some extent. 

• 48. It was stated that the original design provided. for 
two storage tanks for reduced crude of a capaoity at 2,600 
tonnes each or 5,200 tonnes in all. The extra reduced crude 
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was stored in two 5000 tonnes capacity storage tanks meant 
for crude oil. It appears that past operations have shown 
that a minimum of 12,000 tonnes of reduced crude exist at 
anyone time at the Refinery. As such two additional sto-
rage tanks of 5.000 tonnes capacity each have been recently 
installed for storage of reduced crude. 

49. Judging from the facts available, the Committee' 
are not convinced that the accumulation of reduced crude 
was an inevitable result of the Crude Distillation Unit'! 
starting before the Coking Unit. That this should have 
happened is unfortunate. Since then, it is only in 19~ 
that the Crude Distillation Unit has reached the rated capa-
city. The percentages of productidn in 1962--63. 1963-64 
and 1964-65 have been only 38 per cent, 72.3 per cent and 
99.8 per cent respectively of the designed capacity. If the 
Coking Un:it had worked satisfactorily during this period 
the accumulation of stock of reduced crude should have 
been exhausted. In fact, the Committee understood that 
right from 1962-63, the Coking Unit has had to work on 
reduced throughput at times for want of sufficient feed 
stock. 

SO. It has been stated that it has been possible to have Extra 
a continuous run of the Coking Unit upto 70 days as against tanka. 
the earlier period of 45 to 60 days. If this is so. it should 
be able to cater to the increased throughput of the Crude 
Distillation Unit which has already been achieved. .4s 
has already be'en stated above, the Coking Unit as desig-
ned, balances the capacity of the production CYf reduced 
crude by the Crude Distillation Unit. In view of this the 
Committee feel that accumulation of reduced crude will 
arise only if the operations of the Coking"Unit are unsatis-
factory. As such, to have built two extra storage tanks for 
keeping reduced crude, appears to lay a premium on in­
efficient operations of the Cokitng Unit. It will be seen that 
the extra capacity of the storage tanks is about 200 per 
cent of the tankage envilsaged in the original design of the 
Refinery. The Committee recommend, therefore, that thi6 
matter be reviewed by the top management of the Refi-
neries Division during the expansion phase. There is no 
jUBtification to add to the capital colt of the Refinery unlesS' 
the reasons are extremely compelling. 
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C. Keroaene lWbaiDg Ullit 

51. The decision to start the Crude DistillatiOn UDit 
in December, 1961 was taken in the expectation that the 
Coking Unit would be commissioned by the 10th February 
and the Kerosene Refinilng Unit by the 15th February, 
1962. But the Crude Distillation. Unit had to be shut down 
from the 1st March, 1962 as the crude stock was low. On 
account of this, the Kerosene Refining Unit was ready to 
go into operation only in early April 1962. It was, on the 
30th June, 1962, that the Unit was commissioned, as in bet-
ween there was trouble with the sulphur-dioxide compre-
ssor· 

52. The mechanical troubles in the plant and equip-
ment continued in the year 1962-63. The Unit operated 
fer only 88 days. For 39 days the Unit was deliberately 
shut down owing to accumulation of products during J)ec.. 
ember, 1962 and January, 1963. 

53. The troubles in the Unit and the limited off-take 
-of products continued eyen during 1963-64. On the I.O.C.'. 
request, a delegation of Rumanian experts took various 
"Steps to carry out modifications in the mut and re-started 
it on the 25th August, 1963. 

54. However. from the four quarterly financial reviews 
for the year 1965, the working of the Kerosene ReftDing 
Unit does not appear to be very encouraging as indicated in 
the table given below:-

Period 

1St January to 31St March, 1965 

1st April to 30th June. I96S . 
1St July to 30th September, Ig6S 

1st October to 31st December, 1965 

T01'AL . 

No. of Quantity 
days processed. 

operated. 

8 days. 

9 1/2 days 6366 MT 

9 1/2 days 5004 MT 
13 days 6270 MT 

• 40 days 2I,8g8MT 
--- .. -----,----------
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.55. The designed throughput of the Kerosene Refining Iomex. 
unit is 2,30,000 tonnes per annum. It was stated that the 
Kerosene Refining Unit could not be run to rated capacity 
because of the difficulty in marketing iomex. For f!!Very 
100 tonnes of raW' kerosene 56 tonnes of superior kerosene 
and 44 tonnes of iomex are obtained. The only consumer 
of iomex is Mis Phillips Cl'Irbon Black Ltd., Durgapur, who 
use it as a feed stock for the manufacture of carbon black. 
The present demand of the Company is about 2,200 tonnes 
per month. This quantity can be obtained by running the 
Kerosene Refining Unit for the maximum period of 10 
days in a month. The Committee were informed that there 
is no teclmical difficulty in operating the Unit but that 
operations had to be restricted merely because of the lack 

.of oft-take of income. In the meanwhlle;, the raw kerosene 
is sold as inferior kerosene. 

56· It was stated that as there was very little demand 
'Of L.D.O. in the Eastern ~an, iomex was not being 
blended to produce L.D.O. as was being done at Barauni. 
Iomex can be used for the manufacture of petro-chemical8 
but there are no schemes in regard to this matter. Iomex 
'Can also be a substitute for the Refinery's fuels, but as the 
Refinery gases which cannot be USe as fuel, are Il10W flared, 
there is no economic benefit from this. In short, there 
.does not appear to be any escape from the present impasse. 

57. The Committee understand that the Indian Institute 
·of Petroleum, Dehra Dun is studying the question of alter­
'native uses of iomer, but that the results We1'e not knOWn 
to the I.D.C. yet. It should be possible to find out hotD 
other countries are utilising this product and whether it 
would be economical to utilise it in the same way in India 
also. The Committee hope that the Indian Institute of 
Petroleum will be able to offer a sOlution to this problem. 

58. Since in the '# estern India there is a. great dearth 
of L.D.D., the C~mmittee suggest that it may be examined 
whether iomex could be sertt to the Gu;arat Refiner1J for 
np.ing bl~ded with other tn'oductB to produce L.D D. If 
-this is possible it will take care 01 the' iamer production 
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at Gauhati and the deficit oj L.D.O. in the Kandla-Okhca 
area. 

59. As far as the economics of the production oj super­
ior kerosene is concerned, the I.O.C. would perhaps pre­
fer things to staoo as they are because more production 
of superior kerosene would mean firstly marketing it in 
the economic zone of the Barauni Refinery and secondly. 
incurring an under recovery oj freight on such sales. This 
arises out of the present pricing policy of petroleum pro­
ducts which takes only ports as the pricing pOints and not 
the Refineries. While the I.O.C. would be justified in ta~ 
ing a purely commercial view of the situation, it has to be 
remembered that superior kerosene is imported into the' 
country and paid for in foreign exchange while there .. 
idle capacity in the country for production Of 'kerosene .. 
This anomalous situation arises as a result of Government's 
policy on pricing about which the Committee have dealt 
with.in their Report on the Marketing' Division. The Com­
m~ttee have also recommended the'Te that Government 
should device a method of compensating the I.O.C. for the 
heavy losses it incurs as a result of under-recoveries of 
freight. Once this is done, the I.O.C. should be able to' 
revise its policy in the matter of production of superior 
kerosene at Gauhati and elsewhere so as to prod1'Ce ~he­
maximum quantity p08sible. 

D. Petroleum Coke 

60. The Refinery produces about 40,000 tonnes of petro-
leum coke per annum. Most of this is sold to Messrs India 
Carbon Ltd., Gauhati. The Company had some difficulties 
during 1964-65 and 1965-66 when their sales were low with 
the result that they purchased less petroleum coke from 
the Refinery than agreed upon. The Committee enquired 
into this matter and found that the reduced sale of calcined 
coke by the Company was due to the fact that import 
licenses had been granted to several users of calcined coke 
in the country during 1963-64 with the result that thege 
users, who had accumulated 'huge stocks, did not make 
their purchases in India. It is a matter of rfgret that 
import licences are granted and foNrign exchange wasted' 
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on import of material which is available in Indi4 4nd_~ the 
factory producing it has to dose down for a part of the 

year for want of market for it. 

61. Due to lack of off-take of petroleum coke by Messrs 
India Carbon Ltd. the Refinery faced a very difficult pro-
blem in storing the accumulated stock. In November, 
1964, the Refinery was obliged to write to the Company 
threatening to store the coke elsewhere and recover 
the cost of such loading and storage from them. This had 
some effect on the Company. In fact in November, 1964 
and April, 1965 about Rs. 10,000 were incurred by the Refi-
nery in shiftmg large quantities of coke manually from-
their yard and re-stacking it in an open place. 

62. The Committee fi:nd that there is no ciause in the 
contract whereby it is obligatory for Messrs India Carbon 
Ltd., to lift the coke at specified periods. The Committee 
suggest that such a clause shou.ld be introduced in ~ei 

agreement at the time of renewing to prevent repetition oj 
the incident which occu.red in 1964-65. 

E. Staff 

63. The Committee were informed that a work study Work 
had been conducted in the Gauhati Refinery in regard to study. 

the requirement of staff by IBCON Private Ltd. The stu-
dies were made during 1963 to 1965 and covered ten depart-
ments. Some of the technical sections not covered by this 
study were later on studied by the Industrial & Engineer-
ing Department. Some of the non-technical departments, 
like Accounts, Personnel, Administration, Security, etc . • 
were under study at present. 
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64. The present position is ·that after standardising the 
staff strength nearly 200 employees will be rendered 
s~lus out of the existing strength. The Committee were 
informed that there was some difficulty in retrenching 
these men, because of opposition from the Union. The 

Committee recommend that constant efforts should be made 

to find alternate employ'ment for the surplus staff either 

at Gauhati or in nearby towns. The help of the Govem:-
ment of Assam may also be taken in regard to this matteo-. 

65. The Committee also found that the sanctioned 
. strength of. the Refinery is 994 while the actual strength on 
: 30-6-1966 was 1143. This was besides the muster-roll staff 
. of 267 for whom no separate sanction existed. The sur-
plus staff were mostly in the grade of Rs. 7~145, Rs. 120-

: 210 and Rs. 165-275. 

66. The Committee recommend that the Refinerie. Divi­

sion. should examine the staff position in detail in each lte-
finery and detetmine 1't.OrmS for each department and cate­

gory of operations. These norms should be applied while 

fixing the permanent staff strength/ of each Refinery. The 

Refineries Division should also evaluate the productivity 

of the staff in the various departments of each Refinery 

and make a comparative study inter-se. The Comm.ittee 

also suggest that the Research Department of the Dit,ision 

- should Pry to obtain information on staff productivity tech­

niques employed in other countries aM B1JQgest theiT' appli­

. cation in the Refineries. 



IV 

BARAUNl REFINERY 
A. Location 

The location of a Refinery at Barauni was first suggest- ExpeI1t 
oed by an Expert Committee in 1956. It was felt that the ;onun.it-
..refined products would be mainly intended for consump- ee. 
tion in the Bihar area and the areas &lightly to the north 
and west of it. These areas were being fed through im~ 
:ports from Calcutta and from products produced by the 
Bombay Refineries. Barauni was specially selected because 
it was a focal point of the metre gauge and broad gauge 
lines. Additionally, it was felt that as north Bihar did not 
have any major industry, the location of an oil refinery 
"Would pfrpvide scope for industrialisation of a backward 
area, thus contributing to the economic advancement in 
'that region. Government's decision on the choice of Bara~ 
'uni for the location of the Refinery was taken in June, 
1957. 

68. Having determined the locatiO'n, it was left to the Site '. 
Indian Refineries Ltd., to choose the actual site. A Site ~lectioD 
'Selection Committee was constituted in which the Russian m~:;" 
experts were included. Three sites were considered and 
all of them had unfavourable soil conditions and were 

located in the seismic belt. Further investigations also 
'proved tha.tthere was no better site on the north bank of 
the river Ganges, near Barauni. A suggestion was alsO 
made that the location should be shifted away from the 
seismic belt, preferably to the south bank of the river 
Ganges. Government examined this suggestion with re-
ference to the commitments already made in the Oil India 
Agreement wherein it was stipulated that the terminus of 
"the crude oil pipeline would be Barauni. While there 
would be a saving of Rs. 2 crores in the cost of construc-
tion of the Refinery if it was erected at a site on the south 
bank of the river Ganges, there would be an increase 01 
Rs. 2 crores to the Oil India Ltd. on the re-alignment oj 
the pipeline, ir,tcluding a maior river crossing, In view of 
this, it was decided that the kefinery location, already tell'-
tatively cij!cided at Barauni, should remain unchanged. 

21 
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Objections 
by ex-
perta. 

69. Tlae Russian experts raised several objections to the· 
site and ultimately the matter was referred to certain 
Indian experts in the Central Water & Power Commission,. 
Bhakra Designs Directorate, 'the Central Road Research 
Institute, etc. for opinion. These experts also thought that 
the site selected was not suitable from the engineering point 
of view on accou'nt of the seismic factor, the level of sub-
soil water involving drainage difficulties and the low kvel. 
of the terrain itself. 

Sub-soil 
investi-
ations. 

70. The Chief Minister of Bihar promised to strengthen, 
the Gupta Bund to the extent considered desirable as a 
safeguard against fioods. He further urged that the Re-
finery site should not be changed. It was also confirmed 
that seismic effects were common in the entire area around. 
Barauni including south of the Ganges. The Oil India Ltd. 
refused to consider a change of location to a site south of-
the Ganges. Apart from the increase in the cost, they felt 
that it would involve heavy delay in 1*inging the pipeline-
into use. These three factors ultimately led to the final 
decision of locating the Refinery at the present site . 

.n. The level of the site though O' 06 metres above the' 
heavy flood level, was 1.6 metres below the maximum flood 
level. It was, therefore, decided; to raise the level of the 
area by 1.8 metres. It was also necessary to raise the level . 
of the site to ensure the gravitational flow of water and to 
avoid flooding during heavy rains. The earth work in-
volved was 1.80 million cubic metres. Unfortunately, when, 
the work of earth-filling was under way on a round the clock 
basiS, the area had very heavy rainfall-IS" in 14 hours in 
1961 and 24" in 36 hours i'n 1962--which caused severe flood-
ing. Precious time was lost in de-watering the area each 
time, before the work could begin. 

72. The sub-soil investigations of the area were first 
conducted by the Bihar Institute of Hydraulic and Allied 
Research. Later a team of Soviet experts conducted soil 
investigations at the site in 1959. These investigations 
revealed that the site area was made up entirely of alluvial 
soil under laid by several fault zones. 

73. After actual excavation for some of the foundations 
in December, 1961, it was observed that the soil strata was 
extremely erratic-ditfering widely even between the 
nearest two foundations due to the presence of .dust-IUte-
sand as against clay-with-admixture mentioned in the' 



·Working Drawings. The laying of the foundations, there-
fore, could not be carried out as envisaged in the Working 
DraWings. Evidently, the earUer investigations proved 
wrong. Detailed study of the JtPblem was made in 
January, 1962 and in April, 1962 and the Soviet experts 
prescribed special foundation treatment involving displace. 
ment of the dust layer by sand and stone. Huge quantities 
-of sand and stone had to be procured for this and ultimate. 
'ly a delay of four to six mo'nths took place in solving the 
foundation problem. 

74. The Committee were informed that the precautions Precau-
taken against the floods by filling up the Refinery area to tiO~nst 
ensure gravitational flow of water were considered ade- :::U. 

·quate against floods and rain water. As regards the possi-
bility of floods from the river Ganges, the bund put up by 
the State Government had already been strengthened and 
this was considered sufficient. 

75. As regards earthquakes, it was stated that the steps Precau-
taken to strengthen the foundations were considered ade- tio~s 
quate to withstand an earthquake of normal intensity but a~8Ul~ 
it could not be said with any degree of certainty that the ::= 
foundations would be able to face a big earthquake. All 
that the designers had done was to take reasonable precau-
tions according to normal engineering standards. 

76. The Committee were informed that the earth-filling 
operations had cost Rs. 150 lakhs·, while the cost of streng-
theni'ng the foundations due to weak soil conditions and 

;against the seismic factor was Rs. 29' 19 lakhs. 

77. The Committee feel that in retrospect it was an Wrona 
'~ntil'ely wrong decision to have located the Refinery at its deciatcm. 
present site-a decision taken in spite of strong ob;ections 
on technical grounds both fr01n the Indian and Russian ex-
pe:rts. That facts proved the experts to be right and the 
tiecision-make:rs wrong is aU too obvious. It is doubtfub 
~ven today whether satisfactory safe-gua.rds hat)e been 
take", against severe flood and ear'tnquakes in spite of the 
'Colossal extra expenditure incu.rred in providing safeguards. 
As the Rfinery is already fait accompli, the Committee .ug. 
---. At the time of factual veri1ication it was Gtated that 40% of 
Rs. ISO lakhs i.e .. Rs. 60 Jakhs would have been in anv ease 
necessary !or site preparation works regardless wher~ the Re-
finery was situated. ~ such the extra cost apportionable to the 

"Work of raising the level of the site was Rs. 90 lakh8 only. 
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l1est that G ,tudy 4t f'egu.1.a.r mte",,,lB should be undertake.. 
by the Refinery authorities to ensure that the foundo.'ticma: 
of the variou.r Un.its of the Refinery are intact and do not· 
show any sign of damage CYr subsidence. If contra indica­
tions exist, immediate steps should be taken to ,afe-guard 
against any catastrophe. 

78. As regards the development of the area 7'OUnd Bara­
uni as a sequel to the location of the Refinery, Pf'.ogress haa· 
been rather slow. One would have expected that the area. 
would be developed with petroleum based industries in­
cluding a petro-chemical complex and ,,' fertilizer plant 
based on naphtha. This has unfortunately not come about,. 
the main reason being the fact that Barl7.uni not being a 
p1'icing point for petroleum products has great disadvant­
ages in so far as the prices of itt. products are concerned. 
The Committee in their Report on the Maf'keting Division 
have dealt with this matter in detail. SUf1ice it to say here' 
that when Bctjauni goes into full production, the I.O.C. will 
lose ~. 3 crores per annum on under-recoveries if the' 
present pricing policy of Government is not changed. 

79. Private entrepreneurs should be attracted to Bara­
uni to establish industries the're. This can be done only by 
making the raw material cheaper at Barauni than sall at 
Calcu.tta. The Committee alBo feel that vigorOlLB effo'r'ta 
are required both by the Central Government and the Gov­
ernment of Bihar to carry out the policy of economic deve­
lopment of the north Bilhar as a direct consequence 01 
locating the Refinery there. The locational disadvantages of 
the Barauni Refinery can only be compensated if develop.­
ment of t1l.e area results trom such a location.. 
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lRealons. 81. The delays that occurred were on account of several 

reasons. As stated earlier, the foundation problems led to 
aaelay of six months. The unprecedented ~ which r~ 
suIted in floods retarded the progress by another four 
months. Late receipt of equipment from the U.S.S.R. was 
another contributory cause. According to the agreement, 
all the equipment for the first phase We!I'e to have been re-
ceived by December, 1961, but the actual supply was com-
pleted only by August, 1963, except for a few items which 
were air-lifted in 1964. Delays ranging from one to four 
months were also stated to have occurred dUe to some con-
fusion about f~undation bolts. Besides these, there was 
labour trouble involving the labour of both the civil and 
mechanical conUr,actors. Finally, the performance of the 
contractors themselves was far below expectation. It was 
stated that the performance of the mechanical contractor 
sometimes was as low as 30 per cent of the quota fixed for 
a month, even after taking into account the actual availabi-
lity of equipment and material, which were below those 
originally envisaged. Matters came to such a pass that iIi 
October, 1963 a part o~ the wOlrk was taken away from the 
contractor to be done departmentally. This decision was 
challenged by the contractor in a court of law. The Re-
finery then felt that a Court decision might adversely affect 
the construction schedule and as such, they dropped the 
decision to withdraw a part of the work from the cdntractor. 
In the meanwhile, the contractor has made a claim on the 
'Refinery for alleged losses suffered by him on account of 
,delays and other factors for which the I.O.C. was responsi-
ble. This is under arbitration. The Refinery has made a 
counter claim of Rs. 8.15 crores on account of losses caUsed 
'to it by delays in construction. The Refinery has also with-
'held a sum of Rs. 1 lakh from the civil contractor for delay 
in certain works. 

82. The Committee are not ham: Over the delays that 
have taken place in the construction of the Barauni Re-
finery. To begin with, the Refinery was dogged by HZ-luck 
in. having fI.oods and rains. A proper soil in.vestigation 
wouZd have laved six months delay. In spite' Of the 

'knowledge that the soil Wtlf extremely unfa'Voumbte, it is 
surprising that detailecl inve"tigations were not carried out 
'in the i?LiMl stages. As -regard.8 delays in 'r'ece'.pt Of equip-
ment, Government might comicler whether agreement. 
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with supplier. could stipulate some compenscltion 1M 
losses due to delays in receipt of equipment. There ap-
pears to have been no such clause m the pre'sent agree .... 
ment. 

aa. As regards the contractors, the Committee found Contrac-
that both the firms entrusted with the mechanical and civil tors. 
works were given contracts worth more than Rs. 5 drOres 
each. According to the I.O.C. "their perfonnance has not 
been generally satisfactory," and "they had generally ex-
hibited lack of deligence in organising me'n and materials 
for execution of works." It is doubtful whether a careful 
study was made initiaUy of the capacity of these two firms 
to handle such a large volume of work themselves. That 
they were unable to fulfil their monthly quotas, itself indi-
cates their incapacity. The Committee regret to point out 
that necessary care was not exerci8ed in this matter by the 
management of the Refinery. The proper thing wou.1d 
have been to spUt up the total volume of work into small 
contracts and to engage several contractors /J8 was done at 
Koyali. According to the I.O.C., about 60 per cent of the 
overall delay could be attributed to the poor perf·cmnance 
of the contractors. The Committee hope that Government 
will benefit by this unfortunate experience and lay doum 
proper guide-lines .for the future. 

84. As has been pointed out earlier, the Refinery with­
drew ,a part of the work CYf the mechanical contractor with 
the intention of undertaking it departmentally. This 
would also indicate t~t in the initial stages no proper 
assessment was made as to what work could be undertaken 
departmentally and what work could be given out on con­
tract. If this had been done, considerable amount ot 
money and time could have been satHd. 

85. In spite of specific clauses in the contracts for com­
pensation in case of avoidable delays on their part, the 
Committee observe that the contractors have been lenien­
tly treated. The Chief Engineer and the General Mana­
ger Of the Refinery have been for too indulgent in so 
far as the contractors were concerned. There are no in­
dications that they exercised proper control and if they 
had, things might not have come to such a paB'. 

86. The lack of su.pervisi~ on the part of the su.per­
visory Ita,. of the Refinery over the work of the eontra­
tor. hcu alBo contributed to the delay. The ,tafJ 14ved in 

Lack of 
Supervl-
sion. 
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Hathidah Colonll-five mU" GtDGfI from the rite, on the 
south bcmk of the river G4T&gea. Adequate jacilitiel did 
not erisi fOT transport, became apart trom Refinery's 
own transport, there was hamIll anll public transpOTt 
available. The 'Toads WeTe also poor and weatheT condi-
tiona often unfavourable. The rite it,el! teCII often slushll 
and muddll. The Committee do Mt tDilh to unde'T-rate 
the Ma:l1JI oddI agaimt which ithe Itbff had to work to ful­
fil their taks. The Committee's onlll contention is that 
by . locating the township '0 far away, jSUpenNion became 
1=. 

87. It was learnt that the Hathidah Colony was taken 
over from the Railways and that most of the buildings 
were of a temporary nature. The Committee . hope that 
this Colonll will not be made into a permanent to\DnBhip 
in view of its distance from the Refinery and otheT prac. 
tical disadvantages like lack/cost of transport, etc. 

C. Coking Unit 

88. Most of the present diftlculties, of which the Reft-
DifftculUes nery has many, can be attributed directly to the Coking 

Unit. This Unit was commissioned on the 5th October. 
1964. Within a short time, it was aeparent that it would 
not be possible to produce furnace oil in accordance with 
specifications laid down in the Detailed Project Report. 
The result was that the off-specification bnace oU com-
ponent produced at the Unit accumulated to the maximum 
of storage capacity available and brought the Refinery 
operations to a stand still in December, 1964. It was 
found that both the quality and quantity of the furnace 
oil component (coker fuel oil cut) obtained from the 
Coking Unit differed considerably from that given in the 
Detailed Project Report, thus agFavating the situation 
and making it impossible to dispose all the Coking Unit 
products as to produce on specUlcatlon finished products. 
The furnace oll component obtained was 40 per cent of the 
feed with a pourpoint of 42 to 45° C as against 21 per cent 
in the design with pourpoint of 30 to 350 C. Further, an 
attempt was made to establish the design through put of 
the Coking Unit, irrespective of the quality and quantity 
of the coker fuel oil cut obtained, under design operating 
conditions, but it was fo\lnd that the throughput could 
not be raiaedbeyond 1,800 tonnes per day as against the 



design throughput of 2,000 tonnes per day. This was 
found to be due to limitations of equipment on the Unit. 

89. The Indian specification requirem~nt of ~uniace oil ~i~.mace 
was supplied to the U.S.S.R. at the ProJect des.tgn stage. 
However, the Detailed Project Report clearly stated that 
the furnace oil produced in the Refinery would not meet 
Indian specifications. 

90. Discussions took place with the Russians, who ftnal-
ly wrote as follows:-

"We have considered this question thoroughly and 
do not find suitable process which could give a 
fuel oil of. low pour point and high viscosity. In 
order to make fuel oil more suitable for the 
requirements of consumers, we are decreasing 
the pour point to the extent of 14°C by diluting 
it with kerosene extract. In our opinion this is 
the best solution and IRL should approach the 
Government for getting exemption from levying 
diesel oil duty on this furnace oil. This pro-
duct will not meet the specifications of diesel 
oU because of carbon content and its pour point. 
Besides as a fuel oil, this product is of much 
higher grade than what is available at present 
in the market. We, there!ore, see no difficulty 
in marketing this product." 

The Detailed Project Report was, however, accepted. 

91. The furnace oil question was also raised with the 
Russian specialists a number of times during the progress 
of construction of the Barauni Refinery. This issue was 
later discussed with Mr. Blagavidov, Director of the 
Institute of Research of Petroleum, Moscow, in May, 1964 
and he informed that several blends for producing on ape-
cification ,furnace oil were carried out in Moscow, but 
none of the ·blends met the viscosity and pour point spe-
cifications of 1iurnace oil He, however, recommended a 
new specification for furnace oil to meet the product pro-
duced at the Refinery, rather than to change the design of 
the Refinery to produce furnae& oil of the existing Indian 
specifications. This new specification was put up to the 
Central Board of Revenue, who objected to the specifica-
tion on grounds that it would result in a considerable'loll 
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in revenue to the Government as this product could not 
be distinguished from and may be abused as L.D.O. 

92. With the help of the Russian specialists, several eX-
periments were conducted on the Coking Unit and on 31st 
March 1965, the Unit was completely shut down for major 
modifications. The modified Unit was re-started on 10th 
May, 1965 for trials and was stabilised from June, 1965. 
It also transpired that due to the modified scheme ofi ope..; 
ration, it was not possible to operate the Unit beyond 1,300 
to 1,400 tonnes per day as against the design throughput 
of 2,000 tonnes per day, mainly on account of the limita-
tions of the heaters. Under these conditions it was not 
PQssible to operate the Refinery at 2 milliO'n tonnes. The 
problem arose also of disposing of 15,000 tonnes of reduced 
crude per month for which there was no market. 

93. The Russians were then requ~ted to undertake 
major modifications with a view to operate the Unit to 
the designed throughput of 2,000 tonnes per day and to 
obtain on-speciftcation marketable products. The Russians 
submitted their recommendations in 1965 and these were 
accepted with minor modifications. The modifications 
were expected to be completed by December, 1966. The 
total expendi~re on these modifications was expected 
to be of the order of Rs. 45 lakhs. 

94. The Committee are distressed to note the failure of 
the Indian authorities in having accepted the DetaiJe.:t 
Project Report which 1JeTy clearly indicated that furnace 
oil of Indian specification could not be produced in the 
Coking Unit. The problems of disposal of the product, 
the specification of which was indicated in the Detailed 
Project Report, or the dif}iculties Vn TegaTd to the levv of 
excise duty on new types Of blended products which were 
neither furmce oil nor L.D.O. according to Indian speci­
fication, do not seem to have been considered properly. 
If only the problems, which were very clearly evident at­
the time of the Detailed Project Report, had been tackled 
and a revision of t:/I.e design s<>ught,as was done much 
later, the working of the Refinery would have been happier. 
The Committee hope such mistakes would not be comm~tted 
in future. I 

Loll, 95. The Committee enquired what was the total loss 
to the Refinery as a result of its working at a reduced 
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-tfuoughput because of the dekts in the Coking Unit and 
it' was stated that no calculations had been made. Between 
April, 1965 and June, 1966 the Refinery has been able to 
operate only to the extent of 75 per cent of its installed 
capacity of the 1st million tonne stage. The 2nd Atmos-
pheric Vacuum Unit was ready for commissioning in 
February 1966 but could not be commissioned because of , , 
the Coking Unit. The 108S incurred by the Refinery on 
account of the reduced throughput of the 18t million tonne 
stage and the non-commissioning of the 2nd tonne stagp 
for over a yea1' is great. This i8 besides the spending of 
valuable f01'eign exchange on importing products whic1l 
could have been produced there. This unfortunate and 
enormous loss is most regrettctble. 

D. Kerosene Treating Unit 

96. There are two identical Kerosene Treating Units at 
the Barauni Refinery each with a capacity o~ 300,000 tonnes 
per year. The Units were designed with a view to upgrade 
the kerosene produced from the two Atmospheric Distilla-
tion Units and the Coking Unit. The products proposed 
to be obtained from the two Kerosene Treating Units 
were superior kerosene, i'nferior kerosene and avia-
tion turbine fuel along with the resulting aromatic ex-
tracts. According to the Detailed Project Report 270,000 
tonnes per year of kerosene feed stock obtained from the 
Atmospheric Distillation Unit No. I was envisaged to be 
treated in the Kerosene Treating Unit No. I to produce 
superior kerosene, whereas 288,000 tonnes per year of 
kerosene feed stock conSisting of 210,000 tonnes per year 
from the Atmospheric Vacuum Unit No. II and 78,000 
tonnes per year from the Coking Unit was envisaged to be 
treated in the Kerosene Treating Unit No. II in a block-
wise operation to produce aviation turbine fuel and In-
ferior kerosene respectively. In actual practice, only 
about 170,000 tonnes per year ot! kerosene feed stock is 
produced from the Atmospheric Distillation Unit No. I as 
against 270,000 tonnes per year according to the design. 
This was with a view to maximise production of H.S.D. 
The economics of the Refinery operations were worked 
out fdr an average yield of b!rosene feed stock of 170,000 
tonnes per year as against 270,000 tonnes per year envisa-
ged in the-Detailed Project Report and it was found that 
the existing pattern of operations was more profitable by 
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Rs. 3,343,669: 00 per year. Further, the kerosene from the 
Cok·ng Unit is not treated in the Kerosene Treating Unit 
as this product is more economically utilised for blending 
with high speed diesel, light diesel oil and furnace oil with-
out any treatment. Besides this, the Refinery has betm 
licensed by the Governmen: to make 36,000 tonnes per year 
of mineral turpentine oil. The production of 36,000 tonnes 
of M.T.O. will utilise' about 57,000 tonnes/yearcapacity of 
the K.T.U. which was not envisaged in the . Detailed Pr0-
ject Report. 

97. The total production of kerosene feed stock for the 
Kerosene Treating Units at 2 million tonne crude oil 
throughput, at the present operating conditions will 
amount to about 350,000 tonnes per year as against 558,000 
tonnes per year indicated in the Detailed Project Report. 
It will, therefore, not be necessary to run both the Kero-
sene Treating Units at the 2 million tonne crude oil 
throughput. 

98. The yield pattern of kerosene and diesel was stated 
to be kept under active consideration. It was expected 
:that when the country attains self-sufficiency in H.S.D., the 
situation would be reviewed again and indications are 
that it would be possible to increase the kerosene yield. 
thereby utilising the available capacity in the K.T.U. 

99. The question of extra capacity of the Kerosene 
Treating Units was also discussed with the Russian specia-
lists shortly after commi5Sioning the first phase units and 
it was proposed to utilise the extra capacity to treat the 
kerosene production from the 3rd million tonne unit after 
expansion, without adding to the capacity o~ the Kerosene 
T1"eating Units. The total kerosene produetion from 3 
million tonne Naharkatiya crude oil will be about 530,000 
tonnes. 

100. The Committee. feel thht there has been a lack 01 
proper planning in regard to the Kerosene Treating Units, 
At the moment, the capacity of the Units is almost double 
of wha~ is requtred at the 2nd million .tage, Unneces8arll 
capital has been 'blocked up and the high capital cost adds 
unnecesl4rily to the expenaes of operations. The8~ c01Lt:l 
have been bvoided if all th~ factors had be~n taken. into 
consideration at the planning stage ane! the eXl1ct require­
ments communicated clearly to th~ RU8stan cperts, 
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101. The Committee found that the Kerosene Treating 
Unit I was closed down in 1965 for 208 days and for 51 
days in 1966 (upto 30th June, 1966). 

102. The Committee were informed that during shut- Per80n-
downs, the expenditure incurred on the personnel for the nel. 
Kerosene 'Treating Unit is charged to the Unit even it. 
these personnel are utilised elsewhere in the Refinery 
during the idle period of the Unit. During the shut-
down period of the Kerosene Treating Unit the personnel 
of the Unit were utilised on training or in the other Units 
of the Refinery. It was stated that personnel for the 
Kerosene Treating Unit No. II have not been recruited and 
will not be recruited until this Unit is to be commissioned. -103. The Committee hope that there win not be waste 
of manpower in -these V:n.its. TM personnel attached to 
the Kerosene Treating Units should be given training in 
the work of two or three other units so that they could be 
Of use there when the Kerosene Treating Unit is shut­
down. It should alBo be examine~ how fa.f' the personnel 
nf Kerosene Trea.ting Unit No. T <tIn manage the Kerosene 
Trea.ting Unit No. 11. Only the minimum stuff should 
be recruited for Kerosene Trea.ting Unit No. II, so th4t 
ot,erhea.ds are kept to the minimum. The Committee. how­
ever, ca.nnot but express regret a.t this state of affairs. 

E. Atmospheric Vacuum Unit 

104. The A.V.U. No. II constitutes the second phase of 
the Refinery. This Unit was completed in the beginning 
of 1966 and was commissioned on 4-2-1966. However, the 
Refinery could not be worked on throughput of 2 million 
tonnes because it was not possible to operate the Coking 
Unit beyond 1,400 tonnes per day. The entire feed stock 
of the Coking Unit was obtained from the A.V.N. No. J. 
The difficulties relating to the Coking Unit have been 
dealt with elsewhere in this Report. The Committee were 
informed that anotheT factor which would have restricted 
the throughput of the Refinery to one million tonne 
beyond February. 1966 even if the dlfftculties of the Coking 
Unit did not exist, was the critical storage position of 
motor spirit in the Refine~.· On 1-6-1966 the stock of 
motor spirit. stood Sot 21.000 tonnes as against a maximum 
stora~e capacity of 22,000 tonnes. As sueh, even though 
the A.V.U. n had been commissioned in February, 1966 
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it was necessary to shut.-down the Un~t swbsequently inter 
alia due to lack of off-take of motor spirit. 

Loss. 105. The Committee enquired what would have been 

Lack of 
Coordi-
nation. 

the loss in not operating the second million tonne stage 
from 4-2-1966 to 1-7-1966. The answer received was as 
follows:-

"It will be seen that it may not at all have been 
possible to commission the Atmospheric Vaccum 
Unit No. II. However, if we completely over-
look the above mentioned limitations, (off-take 
of motor spirit) which are contrary to the facts, 
it would have been possible to commission the 
Atmospheric Vacuum Unit No. II. As this Unit 
was not commissioned due to the limitations in-
dicated above, the cost of keeping the Unit idle 
from 4th February to 1st July 1966 is only of 
academic interest. The details of the economics 
in not operating the second million tonne unit 
are presented below: 

The Coking Unit was operated for 113 days from 
4th February to 1st July, 1966 and processed 
a total quantity of 146,000 tonnes of reduced 
crude. If full design capacity of the Coking 
Unit of 2000 tonnes per day was available it 
would have been possible to process an addi-

tional 80,000 tonnes of reduced crude in the 
Coking Unit. In order to obtain this addi-
tional quantity of reduced crude it would have 
been necessary to process 190,000 tonnes of 
crude oil in the Atmospheric Vacuum Unit 

No. II. Hence the financial benefit in operat-
ing the Coking Unit at full throughput 
during the perifld from 4th February to 1st 
July, 1966, would have amounted to about '17 
lakhs of rupees." 

106. The faC't8 stated above reveal lack of coordination 
in that a1Tangem.ents for sales should have been made 
rimu.ltaneottaly with production. Tf this is not rem.edied 
. the' situation will be further aggravated when the second 
and third miUion. stages go in.to stream. There is need for 
very urgen.t action in this matter by the Marketing Di"i­
. sion. Un1811' the motor spirit is sold as sOon as It is p,"o-
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duced, the ll.efinery will come to a halt. Apart from the 
loss to the Refinery, BUCh shut-downs witz also involve 
unnecessary waste of foreign exchange required in impor­
ting deficit products which could otherwise have been prO-
8Juced locally, The GoVernment should also keep a watch 
over this aspect and ensure that such shut-douma dol not 
take place, 

F, Cost of Plant and Equipment 
107. The Committee asked. for details of the estimated 

and the actual cost of the plant and machinery of the 
Refinery and were informed that the total cost of the Pro-
ject was estimated on functional basis and not on the basts 
of individual plant units, The estimated cost under the 
various heads is given below:-

(Rupees in laths) 
.--------

Total Actual 
Particulars estimated upto Reasons for variation 

cost 31-3-66 

Cost of the Plant and Equip-
ment: 
(a) Soviet supplies 1,698'99 1,80S'17 
(b) Indian suppUe8 87'26 66'31 

Construction'equipment Trans-
port vehicles, Tools, etc. 94'08 8o'3S 

Mechanical erection and Elec-
trical Works S84'09 S70'62 

Civil Enlineerinl worka within S29'S8 ,.'· .. 1............. .... Refinery prepared before 
the recei~ of 
Actual orlda. 

Conatruction site requi rement 
Drawin... But 

j""'''''-and Misc. construction 29'74 39' 10 found that more 
works are required 
to be executed. 

Railway Biding8 111'88 70'10 
Water 8UPglY, sewaae and 

Bfftuent ischarae 
131'40 108'86 

These items exclude general expenses, salaries and Indi 
f ' lenOU8 allowances and other works not con ormmg to Plant and supplies 

Machinery, 

108. The Committee were informed -that the increase 
in cost .of the Soviet equipn1ent was due to the increase in 
the custqms duty, cost of the equipment it!leU and fretght. 
It will be seen f~om the figures that the Indian sJ,Jpplies 
accounted for only a negligible proporticJn of the total 
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cost of the plant and equipment. This is in contrast to the 
position at Koyali, where 60 per cent of the equipment of 
the first and second million stage was indigenous and far 
the third million satge, this figure was expected to increase 
to 75 per cent. The motto of self-reliance does not seem to 
have been adopted by the management of the Baraum Re-
finery. In fact even the modest estimates framed for pur-
chase of Indian equipment were achieved only to the extent 
of 75 per cent. The Committee came across several cases 
of imports of Soviet equipment which could have been pro-
cured within India if efforts had been made in this direc-
tion. One extreme example is the import of scroll steel 
sheets for the manufacture of storage tanks. The Gujarat 
Refinery fabricated the tanks with indigenous material and 
allO salVed rupees one crore in expenditure. The Commit-
tee also found that several construction equipment 
including cranes, pipe layers, dozers, etc. were imported 
at Barauni. The indigenous component of all the electrical 
equipment constituted one per cent. 

109. The Committee cannot escape the conclusion that 
the management of the Refinery made no efforts to find 
out indigenous so .... rces of materials or to reduce expendi­
ture. Comparisons with other public sector refineries 
are inevitable and the failure at Barauni is all the more 
glaring when a comparison is made with the Gu;arat Refi­
nery. The Committee hope that for the third million ~, 
imports will be made only when inevitable. The Govem-
meU:t of India should also make a comparative and d~tail­
ed rtudy of the Barauni and Koyali construction With Q 

mew to provide guidance for the other public sector rt!fi-
",eries envisaged in the Fourth Plan. 

G. Movement of products 

110. A long term plan is drawn up by the Marketing 
Division in consultation with the Refineries Division for 
the upUftment of various products from the Refineries. 
Every month a coordination meeting is held with the re-
presentatives of the Marketing Division in which planned 
offers based on the operation of the various units arE.' given 
for the next mc:1nth by the Refinery. The Marketing Divi-
siQn then plans upliftment of these products based on the 
offers. The following statement gives an idea of'the pJan-
nedo~ers :given to the MarkE.'ting Division of various pro-
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ducts .and the total quantities of each product that they 
were able to lift from January to June, 1966:-

---------- .. 

atlANUARY 
(Pisurel in KLI) 

PBBRUARY MARCH 
er Despatched Ofter Detoatched Offer Dapatcbed 

M.S. 20,000 14,973 38,000 1,,z97 30,000 16.901 
SK(ATP ',000 ~,z03 6,000 ,,163 8,000 ',720 
M.T.O~ 3,000 276 
I.k. 1,000 'S38 ',000 800 
HSD 17,000 16,037 1,,000 12,343 20,000 Zl,936 
WO' 1,,000 li,..,z 17,000 13,081 t9,200 I4,u8 
P.O. 6,000 7.749 8,000 6,904 4,000 3,292 
LSHS ,"000 4>328 6,000 4,730 8,000 M83 
COKB 340000 I,II9 37,000 9,1 40,000 ,,002 
.LPG .,0 34 ,0 ,a ,0 S2 
~- ... -.-
-"------APRIL ---_. --MAY JUNS 

Otter Despatched . otter Despatci1ed Ofter Despatched 

M.S. 30,000 17,640 30,000 17,833 30,000 24>3Is 
SKfATP 8,000 4.>93S 8,000 ,,z69 10,000 6,884 
M.T.O. 3,000 IM4 4,000 1,394 3,000 2,505 
H.S.D. 25,000 24,z65 20,000 :u,188 21,000 21.IS2 
1.0.0. 20,000 14,142 20,000 13,157 20,000 14.077 
P.O. ,,000 3,828 6,000 3,694 8,000 4t014 
LSHS 10,000 6,S74 30,000 7,196 3,5000 7.676 
COKE 30,000 703 40,000 633 40,000 568 
L.P.G. 100 63 100 III 100 84 
---- -.. --.---. ------- -----_. 

111. It would be see'll from the above table that the off-
take has been considerably less in many cases than the 
planned offers. While this would !be understandable in 
the case of a surplus product like motor-spirit, it is ,urpri-
sing that the off-take of superior kerosene, which is a deft-
cit product, and which is also imported, has ih almost all 
months been about 30 per cent to 40 per cent less than 
the quantities offered. The main diftlculties with regard 
to the off-take of products was stated to have been ahor-
tage and irregular supply of railway tank wagons on ac-
count of various reasons and due to mechanical fallure 
of the Refinery Unit~. When products do 'not move, stocks 
get accumulated and cause extreme difficulties in Refinery 
operation. In fact there hac been occasions when the Re-
finery had come to a complete atop. This happened from 
September 28th to October 8th, 1965 on account of hlP 
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stock of finished products. Also the Kerosene Treating 
Unit was shut down from June 17th to 25th, 1966 due to 
high stock of superior kerosene. 

112. The Committee are not h4ppy over this matter. 
There has been an apparent lack of coordination between 
the Refineries Division and the Marketing Division or an 
inability on the part of the Marketing Division to Bell pro-
ducts in time. As only the first million stage of the Refi­
nery had gone into stream, there was no reason to !believe 
that it was difficult to sell the products as and when they 
were produced. The area served by this Refinery is hilghly 
industrialised one, with a propOTtionately larger consump­
tion of petroleum products than in the other parts of the 
country. In view of this, marketing difficulties cannot be 
a vdid eXC'lLSe for the accumulation of products itn 'thef 
Refinery. The Committee would urge a close scrutiny of 
this matter by the top management Of the I.O.C. and the 
Government with a view to devising adequate safeguards 
to prevent the Refinery's operation from coming to a sta.nd­
still or its working at reduced throughputs. 

Tank wagons 113. The Committee called for figures of actual indents 
for tank wagons and the actual number made available 
from January to June, 1966. The following are the 
figures:-

Broad Gauge lru1ents Placed Loaded Rejected 

.. -----
January, 1966 1720 2267 2027 240 
February, 1966 2550 2274 2147 127 
March, 19661 2600 2060 2046 14 
April, 1966· 3240 2191 2094 97 
May, 1966 . 3720 2313 2163 ISO 
June, 1966 3600 2944 2777 167 

(Loading of Tata special are excluded from above as LSHS 
move by a special close circuit rake.) 

Metre GlUI6t I"dents Placed LoadMl R4.a,d 

J.anuary, 1966 560 473 456 17 
February, 1965 530 370 332 38 
March, 1966 630 577 537 40 

. April, 1966. 820 750 6-,6 74 

. May, 1966 . 725 584 528· 56 
June,Ig66 720 568 486 82 
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114. It will be seen from the above figures that in most 

months, placements have been much below than the actual 
indents and also that the rejection of the wagons actually 
placed has been rather heavy. During oral evidence, the 
Committee were informed that rejections took place most-
ly of wagons which were leaking or otherwise not worthy 
of use. Sometimes, the type of wagons indented were 'not 
the same as were actually supplied, e.g. white-oil tank 
wagons for black-oil tank wagons and vice-versa. The above 
facts reveal a none too satisfactory state of affairs in re­
gard to the supply 0; tank wagons for distribution CYj 'P"'0-
ducts. This difficulty would not arise when the pipelines 
to Kanpur and Maurigram are commissioned. Till this is 
achieved, it has to be ensured that movement of products. 
is not hampe-red because of wagon shortage. The Railway 
Board and the Marketing Division of the I.O.C. should 
git'e adequate attention to this matter. 

H. Petroleum coke 

115. As on 1-7-1966 the Refinery had a stock of petro- AF,ement 
leum coke of 42,959 tonnes as against the total· prodUction i.!tia M/~_ 
of 55,128 tonnes since the commissidning of the Coking bon Ltd. 
Unit. here is an Agreement with MIs. India Carbon Ltd., 
whereby the supply of petroleum coke to the company 
will be made at 36,000 tonnes in 1967 to be gradually re-
duced to 10.000 tonnes in 1970. This reduced sale agree-
ment has bee'n made because there is a scheme for putting 
up a Coke Calcination Plant at Barauni. This Calcination 
Plant will have a capacity of about 50,000 tonnes per annum. 
It was stated that a study was in progress with a view to 
ascertain the total investment involved in such a pla'nt. 
It was expected that the project could be completed within 
two years after the Government sanctioned the project. 

116. The Committee understand that calcination of coke 
is an extremely profitable industry. In view of this and 
~ed for calcined coke in considerable quantities in the 
country, Government should have Bet up this plant for 
calcination of coke along with the Refinery UBelf. 'I'M 
Committee understand that thi. coke has many industrial 
uses especially in the makIng of carbon black electrodes 
used in tJl.e manUfacture of aluminium, manufacture of ao­
rasives, artificial graphiPe, calotum carbide and electric 



jUTTUlCe relistor. and linings, etc. The Committee recom­
mend that early 6tepl should be taken bll Government to 
set up a calcination plant at Barauni. 

117. During their visit to Barauni; the Committee BGJU) 
the huge stocks- of coke spread out in the open area around 
the- Refinery. It wcu stated that such exp081Lre for long 
".nodi was likelll to deteriorate the qu.ality of the mate­
riell. Vigor01L8 efforts must, therefore be made to find out 
a mar~~ for the coke. Because of the reduced sale eaah 
year "0 Mis. India Carbon Ltd., stock accumulation each 
year wiU be heavier in juture, and as such, it is n.ecelSary 
to find out a propeT maTket for the coke. The Committee 
understand that efforts aTe being made through the S.T.C. 
for its export to certain. Middle Ecut cou.ntries. This should 
be actively pu.rsued. The I.e.C. may perhaps investigate 
whether it would be possible also to interest private paT­
ties in effecting exports. Even if the Refinery does not 
make much profit on this deal, it will at least save it from 
the problem of storing these vast stocks with the atten­
dant pollibility 'of loss by deterioration. 

I. W,rong payment of Bill 

118. 'l'he Committee came across a case of wrong pay-
ment of a bill for Rs. 1.15 lakhs at the Barauni Refinery. 
The case had many peculiakities as the following facts wtll 
reveal:- .. 

(1) Tenders: -Barauni Refinery Project required 
seam~ carbon steel pipes. A pulblic tender was issued 
in August, 1964 and 27 tenders were received in response. 
The tender dated 12-9-1984 of Messrs Rekam Industries, 
Bombay was considered the lowest tendeT for rlzes:-(a) 
89 mm x 4 mm and (b) 57 mm x 3.5 mm as per specifica-
tion. 

A limited enquiry wid allO issued on 11th November. 
1964 for the 8upply of seautleea carbon steel pipes of 32 
mm. x 3.5 rom 1Iize. The enquiry was issued to all the firms 
who had quoted against the press tender for carbon steel 
pf:pe. referred to aIbove. Apfnslt this enquiry ~, the 
quotation ofMeasrs Rekam Induatrlea was eonsf~red ,the 
lowest as per specification. . 



41 

(u) Samples:-By way of expediting purchase of 
carbon ~teel pipes which were then most urgently requir-
ed, the Assistant Purchase Oftlcer and an Executive 
Engineer (Mech.) were sent to Bombay to impect the pipet 
offered by Messrs Rekam Industries against their quotation 
submitted in response to the public tender notice. On 
reaching Bombay on 24th November, 1964 the ft.rm informed 
those officers that there was a labour strike in their godown 
and it was not possible for them to show the godown. They 
went to the firm's office located at Lucky Mansion, Moham-
mad Ali Road, Bombay-3 on three consecutive days i.e. 
on 24th, 25th and 26th November, 1964, but the firm could 
not show them the godown as there was alleged· to have 
been~ no Jmprovementin the strike situation. The firm, 
however, handed over to them samples of cut pieces of 
the following fizes of allegedly seamless carbon steel 
pipes:-

(a) 89 mm-2 pes. 
(b) 57 mm-2 pes. 
(c) 32 mm-2 pes. 

(iii) Order: -The sample of 89 mm x 4 mm was con-
sidered by the Officers to be as per requirement and a let-
ter supply order was placed by the Assistant Purchase Offi-
cer for this item with suitable terms and conditions sub-
ject to conflrmatory order to be placed from Barauni. The 
order for 57 mm x 3' 5 mm was not placed ostensilbly as 
it was considered desirable to g~t this pipe sample further 
inspected and tested at the Refinery. The order for 7000 
M of carbon steel pipes of 89 mm x 4 mm size was placed 
at Bombay subject to the following conditions:-

"(i) The order was subject to samples being found 
suitalble after metallurgical and other tests by 
the Refinery and by Government Test House. 
Calcutta. 

(ii) The firm would provide test certificate along-
with the supply of the materials. 

(iii) Ra'ndom samples from bulk supply ,would be 
taken for conducting metallur~clll aDd other 
tests for accepting the materials. If after neee. 
sary test the materi~s failed to conform to the 
s\andard laid doWn in the tender notice, the 
materials were liable to be rejected. 
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(iv) Payment would be made within 30 days of re-
ceipt and acceptance of the materials as per 
company's standard terms." 

(iv) Testing:-The samples !brought by the officers 
from Bombay were tested by Assistant Engineer (Inspec-
tion) and a test report was submitted on 8th December, 
1964. The test report indicated that the samples supplied 
were carbon steel pipes (seamless). It was certified by 
the Chief Maintenance Engineer on the basis of test re-
sults that the pipes were of acceptable quality and recom-
mended placement of orders subject to the conditions that 
random samples of materials received be further tested 
and the supply was liable to be rejected if there was any 
material deviation. . 

(v) Purchase:-Regular purchase order was, thereupon 
issued by the Controller of Stores & Purchases on 9th 
January, 1965 for supply of the following sizes:-

(a) 8~ mm x 4 mm-7000 M. 
(!b) 57 mm x 3' 5 mm-3000 M. 
(C) 32 mm x 3'5 mm-3000 M. 

The purchase order was duly concurred by the Accounts 
Department and the General Manager. The formal pur-
chase order was sent by way of confinning the earlier or-
der placed at Bombay. In the regular purchase order it 
was specified that the supply should conform to the sam-
ples supplied by the firm. The clause in the letter order 
placed from Bombay that "random samples would be 
drawn 'from the !bulk supply and if after necessary test 
the materials failed to conform to the stangard laid down 
in the tender notice materials were liable to be rejected" 
was not repeated in the regular purchase order. 

(vi) Acceptarnce of samples:-The Purchase Depart-
ment of the Refinery had also communicated the accept-
ance of samples collected from the suppliers in their tele-
gram dated 24th December, 1964. But it transpired that 
in the meantime the firm despatched 5000 M of pipes of 
89 mm x • mm size on 14th December, 1964 and 17th 
December, 19" even before the receipt of the communi-
cation of test results of the samples. Although the supply 
order was placed with Measrs :Rekam Industri~, Bombay, 
these supplies were made by Messrs AAI AAR Industries, 



43 
Bombay vide their letter dated 19th January, 1965. They 
had also sent a bill .for Rs. 1.14,750 alongwith the R.Rs. 

(vii) Inspection.: -The samples in question were tested 
and certified as, suitable after metallurgical and other tests 
by the Refinery Engineers and they were not sent to Gov-
ernment Test House as envisaged in the order placed at 
Bombay .. The firm also did not send the test certificate 
alongwith the !bulk supply which they had agreed to do as 
had been indica·ted in the order placed at Bombay. 

5000 M of pipes (89 mm X 4 mm) were received at 
Barauni on 27th January, 1965. The In..'1pection Officer, 
after inspection of the pipes on 30th January, 1965 certified 
in the following words "Inspected visually and accepted". 

After arrival of the pipes in the Stores, the Purchase 
Department also appears to have advised the Maintenance 
Engineer'vide their letter dated 6th February, 1965 to 
aTrange necessary metallurgical test in the workshop to 
ensure that the quality of the pipes supplied conformed 
the specifications laid down. This letter appears to have 
bE'en received by the Maintenance Engineer on 11th Feb-
ruary, 1965. He marked the letter to the I.lspection Engi-
neer on the same day. The Inspection Engineer received 
it on 12th February, 1965 and sent a copy of the letter to 
the Deputy Maintenance Engineer (Shops) fer infonna-
tion and necessary action. The letter was despatched from 
the office of the Inspection Engineer on 15th Febru'ary, 
1965. 

(viii) Change of Supplier:-Messrs Rekam Industries 
sent a letter to the Controller of Stores and Purch~es with 
a request for transfer of pUTchase order from Messrs 
Rekam Industries to Messrs AAI AAR Industries. Their 
letter of 18th December, 1964 was received in the Pur-
chase Department on 2nd February\ 1965. The Purchase 
Department issued the order of transfer signed by the· 
Assistant PurchaS'e Officer on 11th February, 1965. 

(ix) Duplicate Bill: -Messrs AAI AAR Industries 
handed over the duplicate copy of their bill No. 101 dated 
19th January, 1965 for Rs. 1,14,750 under the signature of 
Shri S. J. :Boondiwala vide their letter dated 11th FebruarY. 
1965 to the Accounts Department. probably because. the 
original bill was not traceable in the Accounts Department 
2528 (Ali) LS-4. 
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at that time. In the covering letter itself Messrs AAI 
AAR Industries certified that no payment had been car-
lier received by them against the above hill; and they also 
undertook to indemnify the Indian Oil Corporation Ltd. 
(Refineries Division), Barauni and make good the loss to 
the Curporation in case any payment had been 
made against the above hill. 

(x) Paym.ent:-The duplicate bill was checked in the 
Accounts Department and passed for payment aud the 
cheque for Rs. 1,14,750 was handed ov~ to the firms's 
representative on 12th February, 1965, after he was iden-
tified by the Ass~stant Purchase Officer. Later on, the ori-
ginal !bill which appears to have been received on 21st 
January, 1965 in the Accounts Department was traced 
and kept in the file. -

The d~plicate bill was checked on 12th Febru-
ary, 1965, and voucher prepared and signed on 12th 
Febiruary, \965. The cheque was also prepared without 
obtaining signature of General Manager on the voucher. 
The cheque was signed and handed ever to the rrpresen-
tative on the same day i.e. 12th February, 1965. 

(xi) Rejection:-Out of the bulk supply to be made 
as per t'~nder notice, a part supply of the carbon steel 
seamles:, pipes were meant for use by the Gujarat Refi-
nery Project. There was a telegram by the Directcr·in. 
Charge of the Gujarat Refinery Project dated 11th March, 
1965 to the General Manager, Barauni Refinery intimating 
that the pipes were got tested and were found not seam-
less. A telegram was immf'd:ately sent to Messr-:- AAl 
MR Industries reporting rejection of the p:pes offered t8 
the Gujarat Refinery Project. There was also a test Tf'port 
on the bulk mpply of the pipes made un.der the two con-
signm~'1ts despatched 9n 14th December, 1964, 17th Decem-
ber, 1964 and another on 10th March, 1965. These w«e 
found to be not seamless. I 

(xii) Civil suit: -A civil suit against Messrs AAI AAR 
IndustriEs and MeSttS Rekam Industries was filed on the 
23rd July, 1965 praying for the following reJiefs:-

1. That decree for a sum of Rs: L27.9B7.\m P paid 
by the r:.efinery to Messrs AAI AAR Industries 
as MSO on account of railway freight, demur-



rage charges, and other charges be passed in 
favour of the roc Ltd. 

2. Decree for courts interest pendentilite as also 
future interest be passed in the LO.C's favour. 

3. Decree for any other relief or reliefs against;lill 
or any of the defendants as the court thinks 
proper be passed in the I.O.C's favour. 

The statement of account of the claim is as under:-

Account of claim 

1. Price paid on account of consign-
ments da1ed 14-12-1964 and 
17 -12-1964. 

2. Railway freight demurrage char-
ges. undercharg~s, siding char$'es, 
handling charges and incidental 
charges. 

119. Several points arise in this caSE':-

.. 1.14,7IUO 

RI. 13,-. 
1,27,1IBI.. 

(i) The Committee cannot understand how the Barauni 
Refinery accepted the non-seamless pipes as of searrue. 
quality. In fact if the Gujarat Refinery, (for whom a pan 
of the consignment was mealllt as :repla~ent of pipes taksl 
on loan earlier) had not reported the cheating, B~ 
Refinery would have been in oblivion of the fraud DuriaC 
oral evidence the Committee desired to know 1£ 1t .... 
that difficult to differentiate between seamless and JMItl 
seamles-:', pipes and were informed that no one covld 
normally be deceived easily. In spite of this, the In~ 
ing Officer at Barauni accepted the pipes and the Mail?---
nance E1lgineer who used the pipes did not protest. TJW 
is indeed strange. 

(if) The order was placed on Messrs Rekam Industries, 
Bombay but the supplies were madf' by Messrs AAl AAR 
Industries, Bombay. A request was made by Messrs Rekam 
Industries for the transfer of the purchase order vide their 
letter dated 18th December, 1964. This was received .at 
Barauni on-2nd February, 1965. This was a long t1me for 
a letter to travel from Bombay te Barauni. Obviously tile 
supplying firm did not wait for a formal reply to this letter 
of 18th December, 1964. They despatched the goods on 18th 
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JaDuary. 1965. The question cmsu as to how this came 
to be done.. 

(ill) The purchase order specified that metallurgical 
testa were to be carried out (i) by the Refinery and (it) 
by the Government Test House, Calcutta. The firm was 
also to provide a test certificate. The in~tion at the 
Refinery was "visual". It is true that the Purchase Depart-
mant requested the Maintenance Engineer to conduct the 
D8CeIS8l'Y metallurgical tests but thelre is no record to prove 
that this was done. At any rate no certificate was obtained 
before payment was made. No test was carried ,out at the 
Government Test House, Calcutta. The firm also did not 
provide any test certificate along with the supply made. 
The question a:rises w~ these tests and test certificates 
aJtrJ"e dispensed with and under whose orders. 

(iv) 'the bill for Rs. 1,14,750 was dated 19th Jan., 1963 
and was received at Barauni with the RR for the supplieo::. 
The goods were received on 27th January, 1965. The bill 
SEIIlS to have reached the Accounts Department on 21st 
January, 1965, but was misplaced. On 12th February, 1965, 
PlYDlent was made on a duplicate bill. The duplicate hill 
was rreceived, checked and paid in one day i.e. on 12t. 
February, 1965. It will be seen from the facts given above 
that the letter conveying transfer of the purchase order 
11& Messrs AAl AAR Industries was issued only on 11 th 
F"ebruary, 1965 and that the letter from the InspectIon 
BDgineer to the Deputy Maintenance Engineer (Shops) 
requesting for metallurgIcal inspection was issued only on 
15th February, 1965. three days after the payment of the -= 

The harte with which the bill was paid is moSt B'Urpris­
iII'g: Further more the bill was paid even before the cer­
tl'flcates of approval of quality as rpecified in the purchase 
tWer were obtained by the Accounts Department. The 
~tion. cm.e. as to who was responsibZe for this pay-
9IMnt a.ft(l what was the motivation. 

(v) I 'l;'fie bffi dated 19th. January, 1965 was stated to 
~e been received by the Accounts Department on 21rt 
january, 1965 but had been earlier reported 'tllissing. It 
u mange that bills are missed in this manner. It might 
h tDOrth int1eStigating ~ 10071.11 such cases of untT~ed 
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bills 'Were there and how man.y pcymen.ta oj du.pbte billa 
.. .,.e made by the ACC01£n.t3 Department. It tM fi'ruJ:i1ttp 
4Te not satisfactory, an overfl4u.l of the Ac~1'It.r Depa.n-
ment tDou.Zd be called for. 

120. The Committee u.nderstand th4t CIS a rault of a 
suggestion made during the oral evidence Of ajfici4t. of 
the Refineries Division, the ca.se has been hmu1ed over to 
the Special Police Establishment for in1>~ TJw 
points raised above by the Committee .hould 'be gone i. 
4'R4 the results·~ 
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GUJARAT REFINERY 

A. Construction 

The Gujarat Refinery is the third public sectOr Refinery 
aru:l has been constructed with Soviet assistance. Compar. 
ed. to Gauhati and Barauni it has had a lesser share of 
ditIlculties during the construction phase. In fact" there 
were several commendable features, which enabled the, 
construction phase to be completed smoothly. One of the 
first works to be undertaken was the construction of a 
repair workshop. This was stated to have been a great as-
set and about Rs. 47 lakhs worth of work was done at the 
workshop during the construction period. Apart from the 
fact that the work was done quicker and cheaper it gave a 
good training to the staff. Another featUre of the construc-
tion phase was that all electrical and instrumentation work 
was done departmentally. It was also stated that there 
were no major contractors for the civil and mechanical 
works as at Barauni. There were 88 contractors in all for 
vrlclous works. This resulted in a healthy competitive 
spirit which enabled the various works to be done quicker 
and cheaper. 

122.' The Committee understand that the original date 
of completion of the first phase was December, 1964, but it 
was actually completed in September, 1965. The delay 
was stated to have occurred because of the late arrival of 
detailed drawings for cartain units, and equipment from 
the U.S.S.R. and the delay in the construction of the railway 
siding on account of writ petition put in the High Court 
by the nearby villagers. But once these difficulties were 
overcome, the construction work proceeded at a (rapid pace 
and the first million unit was completed in 25 months. 

123. While considering the delays that take place in the 
construction. of refineries one basic fact which has to be re­
membered is that imports have to be made to meet the de­
mands .of refined petroleum preducts in the country. The 
Committee und~Btand that according to pre-deval1.l.aNon 
prices Rs. 113 worth of prod'lcta could be manufactured 
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from one tonne of crude oil costing Rs. 72. In short, a delay 
of one month in a one million tonne plant using indigenous 
crude would amount to a waste of foreign exchange to the 
extent of Rs. 94 lakhs. This is a considerably large sum of 
moneyt and if the delays at. Gauhati, Barauni and Koyal~ 
are to be taken into consideration for the calculation ·of this 
avoidable expenditure of foreign exchange it will amount to 
Rs. 48 crores. The Cpmmittee, therefore, u'rge that in plan­
ning and executing future refineries and in expanding the 
present refineries this aspect of the matter shOUld be borne 
in mind by Government. 

B. Costs 

124. The estimate for the two million tonne stage was 
Rs. 30.21 crores. The actual expenditUlre amounted only 
to Rs. 27.50 crores. The third million tonne stage was ex-
pected to cost only Rs. 2.91 crores. As such, this expendi-
ture would be met from the savings of the second million 
tonne stage. It was stated that with some minor modifica-
tions it would be possible to raise the throughput to four 
million tonnes by utilising the in-built capacity of the plant 
and equipment. In short, the refinery was expected to , 
achieve a throughput of four million tonne ,at the estimat-
ed cost of a two million tonne refinery. 

125. The Committee are happy that the management of 
the Refinery have been able to achieve this success which 
is in heartening contrast to the state of affairs flt Barauni. 

126. The Committee suggest that after the conStruction AsseM-
phase is over the Head OfJke of the Refineries DivisiOn ment of 
should make a complete and detailed assessment of the :r:truc-
entire cost structure of the three/refineries to determine costa 
the factors that have contributed to the success at Koyali 
tIS compared to the Gauhati and Barauni Refineries. This 
analysis should stand in good stead for the construction of 
the futll~re refineries intended to be put tCp during the 
Fourth Plan period. 

C. Designs 

127. In contrast to the Gauhati and Barauni RP.ftneries Central 
DesfJu-· where almost 100 per cent of 1he working drawings ware Org8njJa. 

prepared in Rumania and Russia respeetiveJy over 40 per tiOhi. 
cent of the designing work for the two million tonne stage 
at the Gujarat Refinery was done by the Indian engineers. 
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Furthermore 100 per cent designing work of the tnird 
mlllion tonne expansion will be undertaken in India. 

128. This design work was achieved 'by the Central 
Designs Organisation. This Organisation was initially set 
up at Baroda and manned by Indian technicians assisted by 
'1 Russian specialists. The Central De;ligns Organisation is 
headed by an Engineer-in-chlirge and comprises of various 
engineering sections like Process, Civil, Mechanical, Public 
Health, Electrical and Instrumentation. The achievement. 
of the C.D.O. were as follows-

(i) Completed the working drawings for the general 
facUities of the second million tonne unit. 

(U) Prepared all the working drawings for the third 
million tonne expansion of the KoyaU and the 
Balrauni Refineries, thus saving the expenditure 
in obtaining them from the U.S.s.H;. 

(Ui) Designed th~ general facilities of Udex Plant. 

129. It was stated that the C.D.O. had not attempted 
any design work for the Unit operations, but this could be 
developed with, the help of quali1ied design engineers in 
the respective fields. The C.D.O. intended to take up small 
design work, such as the designing of the Hexane Unit 
which was expected to come up within two years. 

130. The Committee ere glad to learn ebout the good 
'!Dork of the Central Designs Organisation. They sugge6t 
tkat this organisatiOn ,hould mcke e«mtinuous studie, 01 
1mprovements mrefining technology taking place e_. 
"'here and mcke efJorts to int1'Oduce theae new techniqUe! 
in the public secto7'l Refi.neril!. in India. A close liaison 
,hould also be mcintained with the Indian IMtitute 01 
Petroleum, Dehra Dun in this regard. 

131. The Committee asked whether it would: be possible 
to introduce improvements over the technology employed 
in the existing Refineries in the expansion stt.aes and 
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were informed that it would not be possible to do so as the 
product pattern and design of equipment had already been 
determined. Any addition or modiftcation could only be 
taken up after the completion of the expansion scheme 
and the performance guarantees by the Soviet collabora-
tors. The Committee feel that the expansion schemes 01 
the Refineri~ should alsQ be subjected to a ,crutiny by the 
Central Designs Organisation, with a view to locate possi-
ble petrfoT'TIULnce ditJiculties. The Committee have in mind 
instances like the Coking Unit at the Barauni Rejtnery 
whose difficulties could perhaps have been avOided if the 
design had been subjected to a close scrutiny at the PTe­
paration. stage. If improvements in technology aTe capable 
of being made at this .tage, the Committee ,ee 1\0 TalO1I 
why this should not be done, instead of waiting for the 
comtruction. to be aveT beiOTe Tn4king modifications. 

132. One of the important works being undertaken by Dt ..... 
the Centnl Designs Organisation was stated to be in res-
pect ot preparation of drawings o~ various. spare ~ta of 
the plant and equipment of all the three Reftnmes. The 
Committee were glad to hear about tM, attempt 4t .elt-
,.eliance. Thl y hopetlult it woold be posrible for the 
C.D.D. to prepare drawings for aU the impCJTtll1lt spaTe 
parts of the ·three Refineries. Side by side with the pre-
paTation of dnl~ngs, continuous effoTt •• hould also be made 
t~ locClte 'OUTC. in the country fOT obtaining the spaTe 
parts. Such spares will fall into two :bTOad clltegorie,:-
(i) /OT process equipment for expan.rion., capital project 
'Work and plant modification and (ii) for ~ation.al main.-
tenance. Attempt •• hould also be made to nltio1141ise the 
various component parts and produce suitable Indian Ita,... 
da,·ds. The Committee understand thllt if eamest efforts 
cr,re made, it will be possible to obtain several refin,.", 
equipment like hea.t-ezchange equipme,.,t, pressure vesseLf, 
pumps, compressors, steam turbines, pipes and fittings and 
process control and tne4SUring instruments in Indi4. TJt. 
basic necessities in regard to the indigenous manufactuTe 
are .t4ted to be the lack of .B'Pecifi.catiom, composition. 01. 
construction tA4terial, drawings and technical know·how. 
This is th6f£eld in. which t~ CentTal DerigM Organ.i.tatioft 
caR plait a t1fIaI role. 
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D. Production 

133. The Committee enquired about the month-wise-
throughput from Jalluary to June 1966 and were informed 
that the figures were as follows:-

Januaxy 
February 
March 
April 
May. 
June 

87,008 tonnes. 
78,50 3 " 

" 
" 
" 

134. It will be seen that the variations in the through-
put were considerable from month to month. It was stat-
ed that the throughput of the Refinery was being limited 
due to the ma.rketing problems of naphtha and reduced 
crude. It was stated that the despatches of residual fuel 
(LSHS) to Dhwuvaran thermal power station were lower 
than anticipated. The power station was consuming 57f) 
tonnes per day while the production was 675 tonnes-
thereby leaving a surplus stock of 100 tonnes per day. In 
November, 1966 the Refinery had a surplus stock of 24,000 
tonnes of LSHS. The I.O.C. had entered into a contract 
with Ta.ta Power Plant at Bombay and it was expected 
that as soon as despatches commenced, the difficulties relat-
ing to LSHS would considerably ease. During the third 
million stage, LSHS would also be supplied to Ahmedabad 
Electricity Board and Gujarat State F~ti1isers. 

135. As regards naphtha, the Committee found that the 
position was less happy than LSHS. It was stated that the 
production of the Refinery was likely to be hampered ior 
sometime because of low off-take of naphtha. The cons-
truction of the Gujarat Fertilizers, which was to have uti-
lised the naphtha had been considerably delayed. A 
partial solution to the problem of excess nap~tha had 
been found at the Fertilizer Factory at Trombay, which 
had undertaken to purchase naphtha 'Vith effect from 
January. 1967. 

136. The Committee feel that it would be an. un.happy 
,ituation if the Refi,ne1'y has to work at a oredut"ed through­
put. because of lack of off-takp."of products. The Commit­
tee are flot aware if serious efforts had been m!lde to blend 
LSHS with othe1' products to produce something which b 
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easily marketable. If such a solution is possiblel it tvould 
help the Refinery to tide over its ait!iculties. Even if all 
of its prospective consumers fUlfil their commitments fully, 
it is very likely that the Refinery will have surplus LSHS . 
on its hands when the proposed increase in its throughput 
from th.(ree million tonnes to fOur. million tonnes takes 
place. Unless a solution for t.he problem of disposal of 
LSHS is found, either by formulating it· into another pro. 
duct or sale to other customers, the de facto expansion is 
not likely to take place. 

137. In this connection the Committee came across the 
case of a petroleum refining company in the U.K. which 
was discussed in a book· on Management and which is 
relevant in this particular case. The following is an ex-
tract therefrom:-

"The technological ftexibilit,- is the mechanical 
ability to change one'F equipment to produce 
those products desired by consumers at the 
time and place at which they des;re them. Two 
examples of this concept will clarify its mean-
ing. In refining, it is possible to maintain specia. 
lised equipment so that the prod4ct mix from a 
barrel of crude oil can be varied. In 1949, at a 
time in which many refining companies were 
expar1iencing unusual pressure from the sudden 
drop in the price of residual fuel oil, this com-
pany was able to reduce its production of resi-
dual to almost zero and to increase the prQduc. 
tion of other products, prices of which had not 
declined. A second example of technological 
flexIbility was in the tra'1sportation phase of th~ 
industry. While major oil companies depend, to 
a large extent, upon pipe lines for the economi-
cal land transportation of crude oil and refined 
products, this management built the company 
in its early years around the utilization of barge 
transportation on the inland waterways. This 
type elf transportation enabled the company to 
purchase crude oil in fields that were not served 

• 
·"~t_na'ysi~ ronreptl and cales" by W. Werrcn HaYDel 

.Dd Joseph L.MaulC. pp. l7C.71. 
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. by pipe lines, and to extend its marketing of 
finished products to areas in which the price 
was favourable even for only short periods of 
. time. The emphasis on barges not only enabled 
the company to transport crude oil and oil ~ 
ducts at a cost comparable with the effiCient pipe 

,lines, but also to maintain this economy on smal-
ler shipments to and from temporary points 
which could ~ot support the large fixed cost of 
a pipe line. By means of this type of flexibility 
the company was able to adapt its re-

I.fining and transportation operations to demand 
and supply conditions." 

'The I.O.C. might benefit by such examples. 
1138. The problem Of disposal of naphtha exists in aU 

the Refineries and it is vital that the Marketing DitMion 
finds out a .atisfactory solution. to it, as othenoiBe, the al-
ternative is for the Refinery to close down for short 
period.! or work to reduced throughputs. It w.ould be a 
pity if thil were to happen. When weft 4t the one m.i1-

'lion tonne stage, the GujaTat RejineTy h.cu had to face th~ 
difficulty, the problem is likely to be moTe acute when 
thethroughputnheha the figure of fou:r miUiOn. tonnu, 
unless very special efforts aTe made. The Committee 
suggest toot the Gouemment ,hould appoint a special 
study team. for the purpo,e of finding out an immediate 
solution for the dispolal of naphtha. In the meanwhile, 
intensive efforts should be made fCYJ' the e.xport of motot' 
spirit and naphth4. 

E. Storage 

139. The Committee were informed that the Refinery 
had sufficient storage capacity for three million tonneS 
throughput provided the off-take of products by the Mar-
keting Division matched the rate of production. It was 
stated that it was quite possihle that the Refinery might 
have to produce a greater numlter of products than stI-
pulated in the Detailed Project Report,' in which ease, 
the Refinery would be running short of storage capacity. 

140. From the informatton placed before the Com-
mittee, it appears that the JlO!!ition of movement Qf pro-
ducts is alBO not too happy. It was stated that firstly 
there was a Shortage of tank wagons. Secondly, ,there is 
a shortage of demand sometimes due to fluctuating market 
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conditions. Thirdly, special circumstances like heavy 
movement of !oodgraiDs hampered movement of petroleum 
products by raU. The Committee weri- informed that 
within this short periOd since starting, the Refinery has, 
had several anxious moments when lack of off-take filled 
available storage space and nearly led to a stoppage of 
the Refinery operations. 

141. The Committee are' not happy over this matter 
and feel that unless great care is taken to ensure that off:' 
take of pro:iucts is regular and unhampered, the Refinery 
would have to work to reduced throghputs specially after 
the expansion takes place. It is suggested that the matter 
should be discussed with the Marketing Division and a 
decision taken as to the minimum requirements of storage 
capacity that would be required for the various 
products. The efficiency of the Marketing Division should 
be ensured at an optimum level and shortcomings in this 
regard should not be made Tesponsible for inCreasing the 
capital outlay at the RefineTy by 'building extra stomge 
tanks. 

142. The Committee were informed that in TegaTd to' 
movement of products, from the operational angle, the 
loading facilities at the Refinery have the dTawbac1.: of 
having no faciility of loading I:tny product at any loading 
point and this usually Tesulted in lot of shunting opera­
tions. The Committee recommend that efforts should be 
made to streamline the design and layout of the loading' 
facilities so that optimum efficiency is obtaine::l and ope-
rations are carried out smoothly. 

F. Water Supply 

143. The Refinery requires about eleven million gallons 
of water per day. It was stated that for this purpose, a 
novel French method had been introduced for the first 
time in India. Briefly stated, the methOd involved tap-
ping the sub-surface water-bearing strata of a river by 
means o~ radials driven horizontally into the appropriate 
strata. Two wells had been sunk to calculated depth 
and water was collected throu"gh the radial tubes as stated' 
above. Each well had a designed output of ten million 
gallons per day. The water was to be shared by the· 
Gujarat Fertilizers, who will take at the rate of nine' 
million gallans per day. 
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144. The Committee understand that the French method 
had been a great success especially as the water was ob­
tained from below the BUr/ace of the river bed. This eli­
minated the poss;,bility of shortage of water when the 
flow of the river decreased or when the river turneci 
course as happened at Gauhati. In view of the BUccess of 
'this method, which incidentally was stated to be also 
cheaper, the Committee would suggest that Government 
should bring this matter to the notice of all State Govern­
ments and major municipalities. In all major Government 
projects which require considerable quantiUes of water, it 
might be adviSable to adopt the system introduced at 
Koyali. 

145. The Committee were informed that the original 
design of the RefineTY had not provide.::1 for any toateT 
treatment. It was stated this wI:zs perhaps a slip on the 
part of the designers. It was noticed that salts were de­
posited in the coolers. If allowed to continue, this might 
have affected production. Action had been taken to cor­
rect this by treating the water with chemicals. It was 
hoped that the problem would be solved satisfactorily. 
The result would 'be known only after six months. The 
Cnmmittee wonder why such slips should occur if the de­
signs are careJully scrutinised. It is, however, fortunate 
th'lt the defect was noticed in time. The Committee hope 
that the action taken will prove satisfactory. 



• 

VI 

HEAD OFFICE 
A. Decentralisation of Powers . .. 

The Refineries Division has three tier system of admi-
:nistration viz., a Board with a full time Chairman, a 
Head Office of the Division at New Delhi with a Manag-
ing Director and the three Refineries with General Mana-
:gers. The Head Office of, the Refineries Division deals 
with all policy matters, rules and regulations and all 
staff matters which are beyond the delegated powers of 
the Genral Managers of the Refineries. In addition, the 
Head Office 1& responsible for negotiations with foreign 
consultants and with the various Ministries and Offices of 
the Government of India, leading up to the conclusion of 
agreements/contracts: proce~ing of all sanctions from 
the Government. all foreign exchange matters including 
import licenses and indigenous clearances from D.G.T.D. 
for the import of equipment and machinery; all arrange-
ments for the deputation to India .and return of foreign 
·specialists required for the projects, similaT arrangements 
for the trajning ~b!"()nd of Indian engineers required for the 
projects, recruitment of all the senior categories of posts, 
"')'11~ilation of annual accounts of the Refineries Division, 
Profit & Loss Accounts, Annual Reports, providing assis-
tance to Refineries in the matter of arrangements for tank 
wagons, Government clearances of controlled or restric-
ted items, relaxations in excise specifications, allocation of 
'funds t" the Refinerie'l after obtaining thf' same from the 
Government and approval of Refineries' budgets, produc-
tion programmes, changes in production patterns of the 
Refineries Etc. Pr.eviously, there was no headquarter of 
the I.O.C. Limitpd 89 :C;IIch, but o,ly the Re!!isteted Office 
of the C01'poration. All matters connected with the sale 
and disposal of products from the Refineries, and financial 
adjustments arising therefrom. etc., were being dealt with 
bvthe Head Office of the Refineries Divi::;ion with the 
Head office of the Marketing pivision. With effect from 
the 1st August, 1966 the whole-time Chairman of the 
<Corpo"'atil)lh is rr:c;r:ot'\P'hl~ frH' ('o-orri:n:l~jon between all 
the Divisic ns of the Corporation, preparing overall deve-

57 
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lopmental, operational and economic plans for the Corpora. 
tion, resolving differences or difficulties amongst the thr~e 
Divisions, allocation of funds to the three Divisions, etc., 
besides the functions to be discharged by him in terms 
of the Articles of Association of the Corporation. Some 
of the matters on which the Head Office of the Refilleries 
Division deals with the Head Olice of the Marketing Divi-
sion are also referred to the Chairman for expediting de-
cisions. 

147. The Head Office obtains several periodical reports 
from the Refineries which include daily reports on prCk 
ductton, despatch and stock position and finances and 
wee!dy and monthly operating results. 

148. The Managing Director has been delegated consi-
derable powers by the Board of Directors. The Managing 
Director, in turn has delegated powers to the General 
Managers which are on a reduced scale than his own 
powers. The Refineries have to refer all cases which are 
beyond the powers of the General Managers to the Head 
Office, such as, capital works proposals, creation of posts 
and appointments thereto, changing the production pattern 
of the Refineries, approval of contracts, import licences, 
foreign exchange allocations, all nf' N schemes not pro-
vided for in the budget, requests fOl' assistance on various 
i.ssues such as relaxation of product specifications, rail-
way wagons, priorities for allotment 05 controlled items, 
alloce.tions of funds, etc. 

149. R~views of the delegation of powers are stated 
to have been made from time to time with a view to 
vest General Managers with more powers for expeditious 
disposal of work. For example, the original powers of the 
General Managers have been enhanced in the case of sanc-
tioning capital works from Rs. 1 lakh to Rs. 3 lakhs, 
powers for appointment have been increased from the 
scale upto ..... Rs. 525 to Rs. 850, and powers have been given 
to the General Managers to re-appropriate funds from 
one head to another within the sanetioned budget. The 
powers wjth regard to th~ aceeptlplce of tenders other t., 1ln the lowest have also been enhanced. 

150. The Committee feel that the rnb;ect of decentrali­
sation of powers with a view to achieve maximum ffe:ri-
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hility of operations needs urgent attention. AU the three 
Refineries have gone into production and it should be; 
possible now to take stock of the position and arrive at 
certain conclusions in regard to the directions in which 
changes would be desirable. The Committee a.re not in 
favour of a system whereby the General Managers have 
to make constant references to the Head Office on varied 
matters and obtain concurrence on problems which they, 
as men-on-the-spot, are better qualified to judge. The 
Head Office should at best be responsible f.or policy and 
coordination while the actual day to day working sho,.£ld 
be left entirely in the hands of the Generat Managers. 

151. We have in the recent past seen the example of I?cccntraliza• 
the Hindustan Steel Limited which completely decentra- tlon. 
Hsed powers to the three steel plants. This had a great 
effect on the working efficiency of the steel plants. The 
scheme has been working for some years now and the 
HSL has been able to make a proper assessment of the 
comparative advantages and disadvantages of the decen-
tralisation scheme. The Committee would suggest that 
the Refineries Division of the I.O.C. should consult the 
Chairman of the Hindustan Steel Ltd. on this matter, 
ascertain the practical virtues and drawbacks of the 
scheme and draw up concrete proposals as to wh!lt fur-
ther power should be delegated to the Refineries. A larger 
measure of operating authority should be given at the 
plant level while minimising the need for close scrutiny at 
the Head Offi.e in the day to day operations of the plants. 

B. Budgetary Control 

152. The Division prepares a capital and revenue bud-
get. The capital budget is prepared on a cash basis to fit 
in with the Government system of budgetting, where only 
the cash expenditure is required to be included in the 
capital budget. It was stated that since the liabilities In 
respect of uncompleted jobs are carried forwaTd, the 
budget reflects the full performance and liabilities in res-
pect of capital works. The revenue budget takes into ac-
count the operations at the Refineries and also includes 
liabilities on the accrual basis so that the total income is • estimated as also the expenditure against it. 

153. The capital budget is prepar,ed on an annual basis, 
bu.t the revenue budget is broken into quarters. 
2528 (Aii) LS 
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154. The Committee wonder how far the budget is used 

as a tool by the management for the purposes of guidance 
and control of the business operations of the Division. In 
sucbj a case the estimates will not merely be on a cash 
basis but would also include a pl\ln whereby the opera-
tions of all the Departments are logically related to each 
other and are coordinated. to make possible a formulated 
programme which acts as, the basis for control of the 
entire business operations during the budgetary period. 
It would envisage a sub-division of the budget to several 
function-wise areas e.g. production, materials, purchase, 
manUfacturing expense, plant and equipment, repairs and 
maintenance, sales, transportation and delivery expense, 
labour, administration, etc. the estimates would be drawn 
up on the basis of actual past experience combined with 
pre-determined standards and policy. The progress made 
month to month within these various ro-eas would be 
watched with a view to (i) ensuring utmost efficiency, 
control and reducation of expenses and therefore costs (ii) 
forestall rather than to correct losses by means of a dyna-
mic, rather than a post mortem control (iii) control pro-, . 
duction, sales, and transport and compare actual results 
with the budgetted tasks (iv) ensure continuous flow of 
goods in the most economical manner yet with miximum 
efficiency, so as to allow the sales plan to be carried out 
and yet keep stocks at the minimum level and (v) 
estimate and control the amount of working capital re-
quired to finance usual business operations and to make 
special arrangements in time to accommodate any special 
features in the production policy. 

155. The budget at present is used mainly for defining 
of physical targets against which actual results are com­
pared at the end of the year. If budgetary control is to 
haye any meani7¥.7, the relationship between the ,'alue,s 
which wre produced by physical results and the expenses 
involved in achieving them should be clearly understood, 
mell8Ured and gauged. It is only then that the control can 
be effective. 

156. The Committee feel that it would be '/.lery desirable 
for the Division to re-orient its budgetting in order to: 
make it an effective tool fOT managerial control. Perform­
ance budgetting, which is the objective that the Committe. 
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has in view, has come to be )realised as mefu.l in modern 
ma1U1gement practice and the Committee 7'eoommend that 
it should be int7'oduced by the I.O.C. in all their Dit'isions. 

C. References on technical matters to Head Office 

157. The Committee found that the Refineries usualJy 
made references of a technical nature to the Head Office 
of the Division for a decision. The Managing Director is 
not a technical person and the question arises as to how 
he gives a decision on this reference of a technical 
nature. He does not have the assistance of a Technical 
Advisor to advise him on such matters. There are, how-
ever, three chemical engineers to clarify technical points 
for him. If, liowever, any technical issue of a complicated 
nature arises, the Managing Director consults other tech-
nical bodies, such as the Indian Institute of Petroleum, etc. 

158. It is inevitable that technical problems win often 
arise in the plants tor which the plant requires an expert 
opinion or advice. The Head Office should be in a posi­
tion to offer 8uch advice. One solution is for the Head;. 
Office to have a well qualified senior technical expert with 
considerable experience in refining technology who can 
give opinions on technical problems. With the country's 
limited experience in this field, however, such a pers011l 
might be difficult to obtain. However, it would be desir­
able to appoint the best man available and groom him for 
this task. During tnis period of grooming, the COmmittee 
suggest the formation of a committee consisting of One 
technical ~ert each from the Head' Office, the t1tree Re-
fineries, and the Indian Institute of Petroleum. This Com­
mittee may be the technical advisor to the Managing 
Director, who should refer to it all the technical matters 
on which he requires advice. Be8ides the problem8 re­
je1'Ted to him by the Plants, the Managing Director should 
utilise this Committee to find solutions to some funda­
mental problems like new product manufacture, ma%imum 
utilisation of surplus prOducts by blending or conversion 
to more saleable products, maximising productiOn, etc. 
This committee should also have the advantage of a first • da,s8 technicallJibrary, contributing to good technical 
jou.mals b1lOught out in various countries and a team of 
f'esearchers to find ou.t the progress being made in refinery 
technology elsewhere. 
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D. Research 

159. The petroleum industry is a highly specialised in­
dustry! and techniques of refining are constantly ndvancing 
through research. As the industry in the public sector is 
fast developing, it is essential for it to keep abreast of the 
'Cievelopm.ents in the technical and ecOnomic fields i~ 
foreign countries. The industry has an 'inte1'national 
character which affects the Indian industry also. It would, 
therefore, be desirable to build up a well equipped re­
search and development section f~ the public sector. It 
mil;Jht be considered how far it would be desirable tOr 
attach this to the Indian Institute of Petroleum at Dehra 
Dun. 

160. Incidentally, a suggestion was received by the Com­
mittee that it would- be better if the Indian Institt/te of 
Petroleum was located near a Refinery instead of at Dehra 
Dun, So that actual trial or pilot plant studies may be 
facilitated. The Committee feel that there is some force­
in this suggestion and recommend that this should be-
considered by Government. The Committee woulcl re­
commend Baroda, since it is both ne/ir a Refinery as w~ll 
as the oil wells. 

E. Ecnomlcs of ReIning 
161. The Committee enquired whether a study of the 

economics of the petroleum industry with special reference 
to refining was being made in the Head Office of the Divi~ 
sion and the reply received was as follows:-

"Managing Director at the Head Office is advised 
by the Financial Controller, the Chief Adminis-
trative Officer and tWree Chemical Engineers in 
the study of economics of petroleum industry 
with reference to refining. There is however, 
no economic expert as such, attached to the 
Division but the present staff at the Head Oftice, 
as m,entioned above is quite adequate. At the 
Refineries. the General Managers are assisted by 
the Chief Accounts Ofllcer. the Deputy General 
Managers (Teclmical) with necessary statistical 
and technical data with regard to the economies 
of reftnflng." " 

162. The Committee understand that the bIg Refineries 
in other countries attach very great importance to the 
study of the economics of the industry, which is something 
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quite different from resear.ch on technology. In fact, not 
being content with mere hand methods of calculation, 
these Refineries have started to use computers to do the 
calculations. :Problems of optimising the use of crude in 
terms of preferred products and for setting the refineory 
programme, operational planning of a changing situation, 
control of fixed and variable costs in refinery operations, 
maximum utilisation of products for blending or sale of 
surplus products, etc. are all important from the point of 
view of efficient management. From the answer given by 
the Refineries Division, reproduced above, it is ob1.1io'!LS 
that no importance has been attached by the Division to 
this vital aspect oj management. This is unfortunate. The 
Committee suggest that a wen organised resen.rch celli 
should be organised at the Head Office to make continu..ous 
studies oj the economics of operations of the three Refi­
neries with a view to cost control, maximising of utilisa­
tion oj production, etc. Cost and operational data of re­
fineries in other countries and the private refineries in. 
India should be analysed where the figures are 41,ailable 
and comparisons made. Efforts should also be made to 
obtain cost and operational data from friendly foreign re­
fineries and if possible, some of these Refineries should be 
persuaded to ttrain some of our officers on the techniques 
employed by them for economic operations. 
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MISCELLANEOUS MA'ITERS 

A. Refinirng Cost 

The cost of production per tonne in the three public 
sector refineries and the three private sector ll'eftneriie8 
duri'ng 1965 were understood to be as follows:-

Gauhati 
Barauni 
Gujarat 
Burmah~Shell 

Esso 
Caltex 

Rs. 21.60 
Rs. 37.93 
Rs.37.4f 
RB. 18.02 
Rs. 12.19 
Rs.19.98 

(the figures in respect of r.o.c. refineries are exclusive of 
interest charges on loans). 

164. It was stated that the figures are not exactly com-
parable with the figures of the private sector refineries on 
account of the fact that the processes involved are different 
for each refinery depending upon the product. being 
produced. Besides, facilities like water, power, etc. 
in respect of the public sector refineries, ar etheir own as 
against the private sector refineries who draw these faci-
lities from the common grid. 

165. The Committee were informed that the Refinery 
cost now was proportionately high at Barauni and Gujarat 
as the Refineries were working at reduced throughputs. 
When the Gujarat Refinery reached optimum production, 
it was expected that the refining cost would be about the 
same as that of the Burmah-Shell Reft.nery. Similarly, 
when the Barauni Refinery reached. full throughput, the 
refining cost was expected to come down to Rs. 23.00 per 
tonne. 

166. While the Committee realise that the processes 
involved and the product pattern will to a great extent 
effect the cost of refining, they cannot help feeling that 

64 
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the costs in all the three public sector refineries are on 
the high side and can be reduced if proper measures are 
taken. To take one example, the Committee found that 
the percentage of out turn of products to the crude input 
at the three Refineries was much less than in the private 
sector refineries. For example while the Burmah Shell 
Refinery and ESSO Refinery had an outturn of 95 per cent 
of the crude throughput, the Gauhati Refinery had only 
90 per cent at optimum production and Barauni had 
only 80 per cent in 1965, which figure will go upto 88.5 
per cent at the two million tonnes stage. In fact, the Com-
mittee were s1l(rprised to learn that the flare loss and hand. 
ling cmd storage losses were as high as 2.5 per cent on an 
average. For a three million tonne plant, 1 per cent 
amounts to 30,000 tonnes of products. If the difference 
in a public sector refinery is high as even 5 per cent 
it amounts to a figure of 1,50,000 tonnes per annum. The 
question arises as to whether the public sector refineries 
can increase their production to match the figures of the 
private sector refineries, and if so, how best this can be 
done. Serious thought should be bestowed to this matter 
by the technical experts. 

167. Another aspect of production was mentioned by :~~Ula. 
the Secretary of the Ministry of Petroleum and 
Chemicals during his oral evidence before the Committee. 
This related to formulations which he said was intended 
to be done after the Refineries had gone into full produc-
tion. The number of products would be increased and 
attempts would be made to manufacture products which 
were now imported, To some extent, more profitable pro-
ducts would be manufactured, thereby adding to the 
profitability of the Refineries. Instead of waiting till the 
Refineries have gone into full productiOn, the Committee 
suggest that this matter should. engage the attention of 
the Head Office of Refineries Division now. The ~ost 

aspects of various schemes should be worked out and a 
programme drawn up keeping in view the prOduct require-
ments of the country'. 

168. The Committee would also suggest that an 0 & M 
team under a well qualified ansi experienced ofJicer should 
be set up in all the Refineries to make continuous studies 
in aU the Units with a view to increase efficiency. point 
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out wasteful methods and practices and reduce costs. Ade­
quate incentives might also be given by way of monetary 
awards for suggestions by staff on cost control measures. 

169. The subject of cost control also leads to the ques-
tion of cost accounting. The Committee found that there 
was no standard costing system in vogue. In fact, the 
Company Auditors had been pressing for the introduction 
of such a system since long but the Refineries Division 
do not appeaor to agree. In spite of the I.O.C's views on 
the matter the Company Auditors had the following to 
say:-

"We would suggest that a standard costing system 
may be introduced so that for each product and! 
or process a certain standard may be laid down 
on the basis of technical opinion against which 
the actual performance can be compared so as 
to determine whether the operations are being 
efficiently carried out or otherwise." 

Asked about this matter, the I.O.C. had the following 
to say:-

"The Company is controlling the costs through the 
revenue budgets which act as the standard of 
operational efficiency for the year. The actuals 
are compared with the blltigetted figures and 
variances, if anJY, are reported at monthly inter-
vals. It is not, therefore considered necessary 
to have an elaborate system of standard costing 
to work out the cost of production of each' l?ro-
duct every month though the cost of processing 
at each plant and the expenditure at all cost 
centres are controlled through budgets and are 
checked from the financial books by the intege-
rated system of costing a.nd financial accounts 
which is being followed by the company and 
which is considered far superior to the separate 
systems of financial and costing systems as it 
eliminates the necessity of an involved recon-
ciliation of the two systems. However, cost of 
production of each product is worked out for 
closing stock valuation!' 

170. The Committee have not gone into the detaHR of 
the system followed and are, therefore, not able to expl'~ss 
any opinion on its merits. However, it is ver!! essentta:l 
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that each Refinery should know the individual costs of its' 
various operations and make compari8on.s of "perform­

<l1'Ice" and "promise" with a view to enable the manage­
ment to take timely action to control adverse trends. How 
satisfactorily this is achieved at present is for the manage­
ment to judge, but the Committee hope that efforts u,ill 
made to improve upon and perfect the system so that it 
becomes an excellent tool in the hands Of the management 
for cost control. The Committee would also suggest that 
advice of an outBide expert may also be taken in making 
improvements. 

B. Staff 

171. It was stated that the organisational pattern of all 
the three Refineries was the same. The Committee ana-
lysed the staff position of the three Refineries and found 
that though the general pattern was more or less the 
same, consideT'8ble differences existed from Refinery to 
Refinery. 

172. The staff strength of the Refineries are as 
follows:-

Officers Staff Total 

Head Office 16 84 100 

Gauhati 94 1095 II 89 
Barauni 201 2050 2251 

Gujarat 172 1524 1696 

173. Compared to these figures, Burmah-Shell Reftnery 
with a throughput of 3' 75 million tonnes has a strength 
of 70 senior supell"Visory staff, 87 junior supervisory staff, 
130 clerks and 1171 labour employees, totalling 1458 per-
sonnel. The ESSO Refinery on the other hand with a 
throughput of 2' 5 million tonnes has only a total staff 
strength of about 500 men. 

174. The Committee were informed that it would not 
be possible to generalise on. the number of persons re-
quired for a particular capacity of the unit. There are 
various ot'her factors which have to be taken into COD-
sideration, like the design of the unit, extent of automation, 
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number of plants, housing, power-house, water supply 
and welfare facilities. While the Committee agree 
with this, they hope that one important factor will be kept 
in view while reviewing staff requirements. The refining 
industry is quite new to the country a'{td not many ex­
perienced hands both among ofJicers and labour would be 
available to a newt refinery'. As such, staff stre-ngth will 
probably have to be fixed at a higher level in the initial 
years than what is actually required. As the staff learn 
and become experts, their individual etJiciency will rise. 
lt womd then be possible to gradually reduce the staff 
strength. Incentives may be provided to staff to increase 
their per capita output so that reduction in strength may 
not create other problems mual in industry. 

175. The Head Office should constantly re'view the posi­
sion and devise suitable f","mula whereby the expendi­
ture on staff in each unit is expressed as a ratio of the out-
put. Constant endeavour should be made to make inter­
refinery comparisons, to pu'blicise successful efforts in in­
crease of staff etJiciency and to foster a healthy sense of. 
competition. 

176. The Committee also found that there were con­
siderable variations in the strength fixed for the various 
units as between the three refineries. While this could 
be easily explained in the I case Of the technical depart­
ments e.g. process, electrical, maintenance, etc. as they 
would depend upon the peculiarities of the refineries, the 
figures should be comparable in So fa:r as the ser1,ice 
departments are concerned. After giving due allowance 
for the size of the Refineries, the Committee found that 
the sanctioned strength of the following service depart-
ments in the three Refineries did not follow this prinCiple. 

Gauhati Barauni ~arat 
Department Refinery Refinery R nery 

Accounts . SS II7 93 
Stores & Purchase 47 lSI 6S 
Personnel . 46 88 72 
General Administration & 

Public Relations. 48 61 27 
Security 73 133 120 
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177. Judged by these figures, the Committee are in. 

clined to feel that the strength of the technical depart­
ments have, also been fi:r:ed without considera:tion of any 
norm. The Committee desire that this matter should be 
gone into by a committee of experts chosen from the three 
Refineries and the Head Office, who should determine 
what 8hould be the strength of each department in each 
Refinery. 

178. The Committee found that several posts having the DiiI'ercllt 
same designation had different scales of pay. Some of these =~ or 
are as follows:-

SI. Scales of pay 
No. Desillnation 

Gauhati Barauni Gujarlt 

RI. Re. Ra. 

1 Dy. General Manlier 1800-22,0 22.50-2,00 22.50-2,00 

2 Chief Maintenance EDlr. 1600-2000 2000-2250 1600-2000 

3 CbIef Production EDar. 1600-2000 2000-22.50 1800-22,0 

4 Chief Accounts Officer 1300-1600 1600-2000 1600-2000 

5 Dy. Chief Accounts Officer UOO-1400 1300-1600 1300-1600 

6 Controller of Stores & Pur-
chases UOO-I 400 1300-1600 1100-1400 

7 Welfare Officer 350-8.50 600-1000 3.50-8.50 

8 Public Relatione Officel 350-850 600-1000 350-850 

9 Cashier 300-.525 225-360 165-275 

10 Assistant Cashier • 165-275 120-210 120-210 

179. 'The Committee feel that there should be uniformity 
in the pay Bcales of posts carrying the same derignations 
in the Division. If Go ZOWeT or': higher scale is intended to 
be given in a particular Refinery on account of any special 
responsibility attached, then it would be better to call the 
posts senior and junior or grade I and grade II SO that the 
distinction is clear.' 

C. Safety Measures 

ISO. The Committee were informed that each Refinery 
had a separate Safety DivisioIl'under the charge of a Safety 
Engineer and that adequate safety equipment had been 
provided iJi all the Refineries. The statistics relating to 
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the accidents that occurred in the Refineries during the laEt 
two years are as follows:-

.. _._-_ .. _---
No lost Lost time Man days 

time accidents. lost. 
accidents 

Gauhati 42 30 305 
.Barauni 42 50 312 

Gujarat (since Oct. 1965) 173 21 291 

181. At Barauni there were two major fires, one in the 
'Wagon Loading Rack in September, 1965 and the other in 
the Cocking Unit in February, 1966. There was no loss of 
life in both though the demage to property amounted to 
Rs. 50,000 in the case of former and Rs. 69,000 in the 

·-case of the latter. In the first case, the investigation re-
vealed the cause as negligence on the part of a Railway 

. employee, while in the second case the fire was attributed 
· to a mechanical failure of an equipment. 

182. The Committee were informed that the staff were 
being trained in the observance of safety measures and th!lt 

· all precautions were being taken in this regard. The figur­
es of the accidents during the past two years given above, 

· do not present Go happy picture. This is a matter in which 
constant vigilance has to :be exercised by the management. 
It is a fact that experienced staff sometimes tend to take 

. .!afety regulations for granted. The regulations should be 
· enforced rigidly and individual staff violating them should 
be warned or punished for endangering security. 

D. S8curity Measures 

183. While adequate safety measures are necessary to 
prevent accidents from happening and contrOlling losses 

· arising from accidents, adequate security measures in the 
Refinery are vital to prevent mishaps arising from the 
action of unsocial elements, miscreants and enemies. This 
is a matter which should engage the considered attention 
of the top management in the organisation. Unlike most 
other industries ,.efining Of :!Jt?troZe"m products is of vital 
impo-rtance in the country's economy, more so, in times Of 
emergency, and the I.O.C. cannot afford to tab any risks 
in this regard. 
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E. Audit Paras. 

I. Lack of coordination of complementary works in the: 
Water-Supply Scheme at Barauni (Section XXII of 
Audit Report Commercial, 1965). 

184. A scheme was drawn up or: the 8th February, 1961 
by the Project Authorities cf tne Barauni Refinery for the 
supply of water to the entire township at an estimated' 
cost of Rs. 5.04 lakhs-two large tube-wells and two R.C.C .. 
water towers each of one lakh gallon capacity were to be 
constructed. The work of sinking the tube-wells at a cost 
of Rs. 1,05.900 was completed on the 15th February, 1962, 
but the construction of water towers. which was taken up 
on the 20th May, 1963, was completed only on the 9th May, 
1964. As without the water-towers, water could not be 
supplied to all the quarters, the Project Authorities had to 
sink five temporary tube-wells at different locations at at 
cost of Rs. 1,52,380 during the period from 8th March, 1982 
to 31st May. 1963 to meet urgent requirement~. 

185. The delay in construction of water towers and the· 
failure to coordinate the two jobs of the same scheme reo. 
suIted in an extra expenditure of Rs. 1,52,380 on the sinking 
of temporary tube-wells. 

186. The Chief Engineer of the Project held on the 22nd 
October, 1962 that the Engineering Department was res--
ponsible for the delay and consequential additional ex~n­
diture. 

167. The I.O.C. has stated that the limiting factor in the 
programme was the procurement of vertical turbine pump-· 
ing sets. There was only one indigenous manufacturer of 
these pumpsi and the I.O.C. had to accept their delivery 
period i.e., 29th May, 1963. The pumps were actually re-
ceived on 6th September, 1963. Spme of the parts whicl» 
were damaged during transit were replaced by the firm in 
December, 1963. 

168. It was further stated during evidence that the lO.C. 
knew that the pumps would take about two years to arrive 
and that there was no possibility of expediting deliveries •. 
As such the I.O.C. did not want to incur any expenditure 
on the water supply project before the pumps were receiv-
ed. UnleSs the pumps were received and installed, the 
well'S could not be considered complete. As water was; 
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urgently required, the tube-wells were sunk. The Manag-
ing Director stated that the money spent on the tube-wells 
had not been wasted as the tube-wells had come in handy 
to augment the water supply in times of shortage. 

189. The Committee have examined this matter and find 
that the circumstances which led to the sinking Of the tube­
wells were not wholly unjustified. It is true that there 
was an apparent delay in initiating the project and in 
coordinating it with other aspects of the construction of the 
Refinery. This 1w.s, however, to be seen in conjunction 
with the difficulty of obtaining the pumps, a matter which 
was not in the hands of the Refinery. While the extra ex­
penditure was unfortunate, the Committee did not find a 
case for blaming the management of the Refinery. 

II. Irregular payment Of construction allowance: [Sec­
tion V Para 2 of Audit Report (Commercial), 1966]. 

190. On the 30th May, 1959 the I.O.C. sanctioned the 
payment of construction allowance to the staff at the Gau-
hati and Barauni Refineries subject to the condition that 
the allowance would be admissible only during construc-
tion stage and would be withdrawn at a date which would 
be notified later but in no case later than the date when 
the Refineries went on r.tream. 

191. The Refineries at Gauhati and Barauni went on 
stream in December, 1961 and July, 1964, respectively. 
'The payment of the construction allowance was, however, 
continued up to the 31st August, 1962 and the 31st May, 
1964, respectively, and thereafter it was merged partly in 
basic pay and partly treated as personal pay of the 

,employees who were absorbed in the permanent set-up at 
-each of these Refineries. The continuance of the payment 
of construction allowance after they went on stream and 
the treatment of a part of the construction allowance as 
personal pay at Gauhati and Barauni Refineries involved a 
non-recurring expenditure of Rs. 45,588 (Rs. 37,968 at 
Gauhati and Rs. 7,620 at Barauni). Besides, the merging 
ilf the remaining part of the construction allowance in 
basic pay resulted in a recurring expendituTe oi Rs. 51,680 
(Rs. 38,000 at Gauhati and Rs. 13,680 at Barauni) per 

.annum. 
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192. The undertaking of the liability for the expenditure 

mentioned above, besides being against the company's, deci-
sion of the 30th May, 1959, was also not in conformity with 
the instructions issued in March, 1960, by the Ministry of 
.Finance according to which "the construction allowance 
was intended primarily to compensate the staff for lack 
.of amenities such as housing, schools, markets, dispenraries, 
-etc." and "the allowance sanctioned originally for the re-
gu~ar staff was to be reduced in stages as the necessary 
amenities were provided, until it was withdrawn finally." 

193. The Ministry stated in Novem!ber, 1965, that "in 
the interest of the economic working of the projects of the 

.company, it was considered beneficial to have given a small 
rise by merging a part of the construction allowance into 
the basic pay than to lor,e most of the personnel who had 
gained considerable experience during construction." 

194. It has been siated that the I.O.C. feared that but 
for the grant of the concession of payment of construction 

.allowance at the Gauhati Refinery after it went on stream 
and the treatment of a part of the construction allowance 

. as perr:onal pay at Gauhati and Barauni Refineries, most 
of the staff concerned would have left the Undertaking. 
In case the allowance was not continued to be paid, most 

-of the staff would have opted for service with other better 
paying organisations. - This enmasse dissatisfaction would 
have been to the detriment of the Refineries. 

195. It was stated during evidence that the decision of 
the Board on the merger of this allowance was taken as 
a considered policy decision, first in Gauhati, then in 
Barauni and then in Gujarat Refinery. The conditions 
in which the construction allowance was jnitially 
sanctioned not only continued after the Refineries had been 

'completed but were in fact even mOTe severe. Both 
in Gauhati and Barauni and to a certain E:'xtent in 
Koys.}i, the cost of living in the area in which the 
Refineries were situated had increased beyond all propor~ 
tion to the general increase in the cost of living in the 

-surrounding areas, because of concentration of the popula~ 
tion in the Refineries which fncluded besides the Refinery 
rtaff and their families, the people required for ancillary 
needs of the townships. Ordinarily, to keep the staff 
.contended and to preven~ a drain on the trained staff to 
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other industries, the I.O.C. would have sanctioned higher 
scales of pay. This could not be done, as it would have 
upset the structure in other public sector undertaldngL 
This was the least that could have been done to keep the 
staff contented. 

196. Audit have taken the view that the decision to con­
tinue payment of construction allowance beyond the cons­
truction phase was irregular and involved a recurring 
expenditure of Rs. 51,680 per annum in both the Refineries. 
Though w,rong in principle, in view of the subsequent deci­
sion of the Board the Committee do not wish to comment 
upon the matter. 



CONCLUSION 

The public sector Refi:n.eries ha~ been set up with the 
objective of developing ~r own resources' and, beiftg -If 
reliant especially in regard to strategicallyimpcwttm.t ,petl'o-
leu.m products. TO-day the country h.a.B four public sedor 
Refineries and these play an important role in the countrY' 
economy. Foreign exchange is saved when we aTe able 
to refine our own crude and meet OUr requirement. 'Of 
petroleum products. 

198. The Gauhati Refinery is, working to full capGCitJ 
and 'has earned a handsome prOfit during the last fiTl4Tldal 
year. The Gujarat and Barauni Refineries have completed 
their second phase of cOnStruction though their production 
difficuZt:es have not enci.bled them to attain the rated mpa-
cities as yet. The delays in construction and some of the 
diffiCUlties like that of the Cocking Unit at Barauni h.rrpe 
been mo ... t unfortunate and the Committee hat'e commen:&-
ed upon these in the Report. The Committee noticed 8ftIe-
1"41 other, shortcomings in the working of the Refi.nmes cmd 
have made several recommendations, chief of them betng 
as follows:-

(i) There sho1lld be close coordination between the 
three,.l)it!~~ns of the I.O;C. !lfter the construe­
tionphas{ of ~he Refineries is over all the Divi-: 
sians of the, I.O.C. sh9Uld be brought underQM 
fOof· 

.: .. 
(ii) It should be examined whetheT tM Pl;pelina 

Division could be amalgamated with the Refi .. 
7ies D!vision or the Marketing D:vision. 

(iii) 'l'he staff po.~ition in each Refi.nerY,~WrI:1 be 
~xamined and norms determined for each depan-
ment and category of opera.tion. The produc-
t ivity of staff should also be evaluated. . 

(iv) Private entrepreneur, should be attracted io 
B!Zrauni to establish industries there. 

75 
2528 (Ail) LS-6. 
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(v) The construction delays and the difficulties witJa 
the Coking Unit a~ Barauni have befln most un-
fortunate. 

(vi) During the ezpamion stage at Barauni and 
Koyali imports of plant and equipment should 
be made only when inevitabk. 

(vii) A special study team ·should be appointed for· 
finding out an immediate solution for disposal of 
naphtha. In the meanwhile intense efforts should 
be made for the export of motor $Pirit and naph. 
tha. 

(viii) A time has nOW come for a rethinking on the 
sub;ect of decentralisation of powers with a view 
to achieve maximum flexibility of operation,. 

(ix) Budgeting procedure should be re-oriented in 
order to make budgetary control by the top 
management effecti11e. Performance budgeting 
should be introduced in all the Division.s of the 
I.O.C. 

(x) A well equipped research and development sec­
tion should be developed. Continuous studies 
sowd also be made of the economic. of refining 
with a view to cost control, etc. 

199. The Committee hope thet in view of the technical 
eompetence and skill acquired in the refining indmtry 
a.ttempt. will be made during the expansion of the existing 
refineries and the construction of new one. to manage 
without the a.id of foreign help. It is only when tha u 
done can one say that the industry has come Of age. 

Nr:w Da.m; 
D. N. TIW ARY, 

Chairman, 
Committee on Public Undertaking •• 

March 3, 1967. 
Phalguna 1~1888 (S). 



APPENDIX 
SUMMARY OF CONCLUSIONS/RECOMMEN-

DATIONS . 

S. No. Reference to 
para No. in 
the Report 

Swnmary of Conclusions' 
Recommendations 

3 

J 2 

J 26 

3 

The intention behind amalgamating the Indian 
Refineries Ltd.·and the Indian Oil Company Ltd. 
was to achieve "economy, efficiency and coordi-
nation as also to eliminate duplication of effort 
and wasteful expenditure" as enunciated in the 
recommendation of the Estimates Committee con-
tained in para 8 of their Thirty-Fourth Report 
(Third Lok Sabha). It appears that the actual 
working of the Corp01'8tion after amalgamation 
has not achieved any of these objectives. 

27-28 Every month a coordination meeting is held 

29 

. 

in which the representatives of all the three 
Divisions are present. The month-to-month 
problems of production, marketing and move-
ment are discussed at these meetings and deci-
sions taken. This is a step in the right direction. 
Such co-ordination meetings should have been 
held before. 

While the Committee appreciate the changes 
made to effect co-ordination, they emphasise that 
close co-ordination should exist between the 
Divisions. The three Divisions of the Corpora-
tion should not work like water-tight compart-
ments, looking only to the Chairman or the 
Board of Directors as the connecting link. The 
Senior Officers should enter into communication 
at their own levels to solve mutual problems and 
carry out poliCies to the maximum advantage of 
the Corporation. 

The Committee agree that till the construction 
phase of the Refineries is over, it might be ad-
vantageous fOl' the Refineries Division to be ill 
Delhi for the purpose of contacting the various 
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foreign parties, D.G.S. & D., etc. After this is 
over, it might be examined whether it would not 
be advantageous for all the Divisions of the 
I.O.C. to be under one roof, preferably in its own 
building. If this takes place, it would be possi~ 
ble for the various Divisions of the Corporation 
to have common service departments to cater to 
the needs of all th.e Divisions. For eXlPI1ple, 
there could be common departments for person-
nel, accounts, legal affairs, labour, civil engineer-
ing, stores and purchase, public relations, etc. 
The Committee feel that considerable duplication 
in these matters exist at present and should be 
done away with. 

4 31-32 The Committee feel that conditions of service 

"~, I 

, . 
S' 

. ;. 

.~/, . 

3S 

of the staff is a matter which requires looking 
into carefully while the pay scales could be 
different depending upon the peculiar nature of 
duties in each Division, it might be desirable 
that the terms and conditions of service .f the 
staff working in the same public undertaking 
should be common with pecliliarities relating to 
certain categories of posts being taken care of by 
separate provision, wh1ch should be in the form 
of exceptions to the general rule. The Commit-
tee are not happy over ad hoc concessions made 
to one group of employees, while ignoring others 
of the same status in another group. This is 
bound to have an undesirable effect on the staff. 

The Committee suggest that the Chief Person-
nel Officers of the three D~visions should be con-
stituted into a Committee which should go into 
the entire matter of servL'e conditions, pay scales, 
etc. of the various Divisions and suggest how 
uniformity can be achieved. 

The Commi'.tee wonder whether there has been 
anv definite advantage in effecting the separation 
of the Pipelines Division from the Refineries 
Divisio'1. It has certainly added to the overhead 
expenditure. That there has been lack of co-
ordination between this Division and the Market. 
ing Division is only too obvious. It is only now 
that the co-ordination, meetings have been taking 
place at which the Pipelines Division is repre-
sented. The product pipelines are managed by 
the Pipelines Division and monetary transactions 
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8 
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• 
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43 

49 

so 

3 

between the Pipelines Division and the Market-
ing Division entail several accounting procedures 
and accounts staff. The Committee do not con-
sider that this had led to efficiency and economy. 
It should be examined whether the Division 
could be amaliamated with either the Refineries 
Division or the Marketing Division. 

The Committee feel that it should be possible 
for both the Gaubati and Barauni Refineries to 
increase their rated capacities to a consider8lble 
extent by utilising the in-built capacity of the 
plant and equipment. Like the Gauhati Refinery, 
the Atmospheric Vacuum Unit-I of Barauni is 
stated to have achieved a throughput rate of 
1'15 million tonnes in June 1966 against the rated 
capacity of one million tonnes. This indicates 
the extent of extra capacity. The Committee 
hope that this matter will be actively pursued 
and suitable modifications for increaSing the 
throughput of the Refineries thought of. It might 
be desirable for the Head Office of the Refineries 
Division to specifically entrust this task to certain 
experts in' the Refineries and call for regular re-
ports in regard to plans and progress in this 
direction. 

The Committee understand that it is proposed 
to increaSe the throughput capacity of the Gau-
hati Refinery to 1 or 1:1 million tonnes but that 
no final dedsion has been taken on this matter 
yet. Part of this proposed increase in throughput 
should be achieved by utilising the in-built capa-
city of the existing plant. The Committee hope 
that Indian know-how and equipment will be 
utilised, instead of d~pending on foreign help. 

Judging from the facts available, the Commit-
tee are not convinced that the accumulation of 
reduced crude at Gauhati was an inevitable result 
of the Crude Distillation Unit starting before the 
Coking Unit. That this should have happened 
is unfortunate. 

The Committee recommend that the building 
of extra. storage tanks for keeping reduced crude 
should be reviewed by the top management of 
tire Refineries Division during the expansion 
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phase. There is no justification to add to the 
capital cost of the Refinery unless the reasons 
are extremely compelling. 

The Committee understand that the Indian 
Institute of Petrolewn, Debra Dun is studying 
the question of alternative uses of iomex, but that 
the results were not known to the lO.C. yet. It 
should be possible to find out how other countriel 
are utilising this product and whether it would 
be economical to utilise it in the same way in 
India also. The Committee hope that the Indian 
Institute of Petroleum will be able to offer a solu-
tion to this problem. 

Since in the Western India there is a great 
dearth of L.D.O., the Committee suggest that it 
may be examined whether iomex could be sent 
to the Gujarat Refinery for being blended with 
other products to produce L.D.O. If this is p0s-
sible it will take care of the iomex production 
at Gauhati and the deficit of L.D.O. in the 
Kandla-Okha area. 

As far as economics of the production of supe-
ridr kerosene is conceTlled, the I.O.C. would per-
haps pref~ things to stand as they are because 
more production of superior kerosene at GauhaU 
would mean firstly marketing it in the economic 
zone of the Barauni Refinery and secondly, incur-
ring an under recovery of freight on such sales. 
This arises out of the' present pricing policy of 
petroleum products which takes only ports as the 
pricing points and not the Refineries. While the 
I.O,C. would be justified in taking a purely com-
mercial view of the situation, it has to be remem-
bered that superior kerosene is imported into the 
country and paid for in foreign exchange while 
there is idle capacity in the country for produc-
tion of kerosene. This anomalous situation arises 
as a result of Government's policy on pricing 
about which the Committee have dealt with in 
their Report on the Marketing Division. The 
Committee have also recommended there that 
Government should device a method of compen-
sating the lO.C. for the heavy losses it incurs as 
a result of under TecOveries of freight. Once this 
is done, the lO.C. should be able to ~evise itt 
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policy in the matter of production of superior 
kerosene at Gauhati and elsewhere so as to p~ 
duce the maximum quantity possible. 

The Committee found that the reduced Ale of 
calcined coke by Messrs India Carbon Ltd. was 
due to the fact that import licenses had been 
granted to several users of calcined coke in the 
country during 1963-64 with the result that these 
users, who had accumulated huge stocks, did not 
make their purchases in India. It is a matter of 
regret that import licences are granted and 
foreign exchange wasted on import of material 
which is available in India and the factory pro-
ducinJ1; it has to close down for a part of the year 
for want of market for it. 

The Committee find that there is no clause bl 
the contract whereby it is obligatory for Messrs 
India Carbon Ltd., to lift the coke at speci1lecl 
periods. The Committee suggest that such a 
clause should be introduced in the agreement at 
the time of renewing to prevent repetition of the 
incident which occurred in 1964-65. 

The present staff position at Gaubati is that 
after standStrdising the staff strength, nearly 
200 employees will be rendered surplus out 
of the existing strength. The Committee were 
informed that there was some diftlculty in re-
trenching these men. because of opposition from 
the Union. The Committee recommend that 
constant efforts should be made to find alternate . 
employment for the surplus .taft either at 
Gaubati or in nearby towns. The help of the 
Government of Assam may also be taken in re-
gard to this matter. 

The Committee recommend that the Refinerie. 
Division should examine the staff position in 
detail in each Refinery and determine nonna for 
each department and category of operations. 
These norms should be appUed while ftxing the 
pennanent staff strength of each Refinery. The 
Refineries Division should also evaluate the 
productivi~ of the staff in the various depart-
ments of each Refinery and make a comparativ& 
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study in.ter se.The Committee also sug~est that 
the Research Department of' the Refinenes Divi-
sion should try to obtain information on staff 
productivity techniques employed in other 
countries and suggest their application in the 
Refineries. 

The Committee feel that in retrospect it was 
an entirely wrong decision to have located the 
Barauni Refinery at its present site-a decision 
taken in spite of strong objections on technical 
grounds both from the Indian and Russian ex-
perts. That facts proved the experts to be right 
and the decision makers wrong is all too obvious. 
It is doubtful even today whether satisfactory 
safe-guards have been taken against severe flood 
and earthquakes in spite of the colossal extra 
expenditure incurred in providing safeguards. 
As the Refinery is already fait accompli, the 
Committee suggest that a study at regular inter-
vals should be undertaken by the Refinery 
authorities to ensure that the foundations of the 
various Units of the Refinery are intact and do 
not show any sign of damage or subsidence. If 
contra indications exist. immediate steps should 
be taken to safe-guard against any catastrophe. 

As regards the development of the area round 
Barauni as a sequel to the location of the Re-
finery, progress has been rather slow. One 
would have expected that the area would be 
developed with petroleum based industries in-
cluding a petro-chemical complex and a fertili-
zer plant based on naphtha. This has 
unfortunately not come about, the main reasons 
being the fact that Barauni not being a pricing 
point for petroleum products has great dis-
advantages in so far as the prices of its products 
are concerned. The Committee in their Report 
on the Marketing Division have dealt with 'this 
matter in detail. Suffice it to say here that when 
Barauni ~oes into full production. the I.O.C. will 
lose Rs. 3 crores per annum on under-recoveries 
i~ the present priCing policy of Government is 
not changed. ' 

Private enterpren.uers should be attracted to 
Barauni to establish industries there.. This CaD 
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be done only by making the raw material cheapel'" 
at Barauni than say at Calcutta. The Committee 
also feel that vigorous efforts are required both 
by the Central Government and the Government 
of Bihar to carry' out the policy of economic 
development of the north Bihar as a direct :::on· 
sequence of locating the Refinery there. The 
locational disadvantages of the Barauni' Refinery 
can only be compensated if development of the 
area results from such a location. 

The Committee are not happy over the delays 
that have taken place in the construction of the 
Barauni Refinery. To begin with, the Refinery 
was dogged by ill·luck in having floods and 
rains. A proper soil investigation would have-
saved six months delay. In spite of the know· 
ledge that the soil was extremely unfavourable, 
it is surprising that detailed investigations were 
not carried out in the initial stages. As regards 
delays in receipt of equipment, Government 
might consider whether agreements with sup. 
pliers could stipulate some compensation for 
losses due to delays in receipt of equipment . 
. There appears to have been no such clause in· 
the present agreement. 

Ali regards the contractors, the Committee 
found that both the firms entrusted with the 
mechanical and civil works were given contracts 
worth more than Rs. 5 crores each. According 
to the I.O.C. "their performance . has not been 
generally satisfactory," and "they had generally 
exhibited lack of deligence in organising men 
and materials for execution of wOTks." It is 
doubtful whether a careful study was made 
initially of the capacity of these two flrms to 
handle such a large volume of work themselves. 
That they were unable to fulfll their monthly 
quotas itself indicates their incapacity. The 
Committee regret to pOint out that necessary 
cnre wa~ not exercised in this matter by the 
Management of the Refinery. The proper thin~ 
would have been to split up the total 
volume of work into small contracts and 
to engale several contractors as was done at 
Koyall. According to the I.O.C., about 60 per 
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cent of the overall delay could be attributed to 
. the poor performance of the contractors. The 
Committee hope that Government will beneflt 
by this unfortunate experience and lay down 
proper guide-lines for the future. 

The Refinery withdrew a part of the work of 
the mechanical contractor with the intention of 
undertaking it departmentally. This woUld 
indicate that in the initial stages no proper 
assessment was made as to what work could be 
undertaken departmentally and what work 
could be given out on contract. If this had been. 
done, considerable amount of money and time 
could have been saved. 

In spite of specific clauses in the contracts tor 
compensation in case of avoidable delays Oil 
their part, the Committee observe that the con-
tractors have been leniently treated. The Chief 
Engineer and the General Manager of the Re-
finery have been far too indulgent in so far aa 
the contractors were concerned. There are nct 
indications that they exercised proper control 
and if they had things might not have come to 
such a pass. 

The lack of supervision on the part or the 
supervisory staff of the Refinery over the work 
of the contractors has also contrlbuted to the 
delay. The staff lived in Hathidah Colony-
five miles away from the site on the south bank 
of the river Ganges. Adequate facilities did not 
exist for transport, because apart from Refinery'. 
own transport, there was hardly any pubUc 
transport available. The roads were also poor 
and weather conditions often unfa.vourable. The 
site itself was often slushy and muddy. 'rbe 
Committee do not wish to under-rate the heauiVY' 
odds against which the staff had to work to f -
ft.l their tasks. The Committee's only contentiOll 
is that by locating the township so far away, 
supervision became lax. 
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It was learnt that the Hathidah Colony 
was taken over from the Railways and that mo.t 
of the buildings were of a temporary nature. 
The Committee hope that "this" Colony will not 
be made into a permanent township in view of 
its distance from the Refinery and other practi-
cal disadvantages like lack/cost of transport, etc:. 

The Committee are distressed to note the 
failure of the Indian authorities in having ac-
cepted the detailed Project Report of the Coking 
Unit of the Barauni Refinery which very clearly 
indicated that furnace oil of Indian specification 
could not be produced in that Unit. The p~ 
blems of disposal of the product, the specifiea-
tion of which was inrlirqterl in the Detailed Pr0-
ject Report. or the difticulties in regard to the 
levy of excise duty on new types of blended 
products which were neither furnace oil nor 
L.D.O. according to Indian specification, do not 
seem to have been considered properly. U only 
the problems. which were very clearly evident 
at the time of the Detailed Project Report, had 
been ta.ckled and a revision of the design sought, 
as was done much later, the workinJ! of the 
Refinery would have been happier. The Com-
mittee hope such mistakes would not be commit-
ted in future. 

Between April, 1965 and ~une, 1966 the 
Barauni Refinery has been able to operate only 
to the extent of 75 per cent of its installed 
capacity of the 1st million tonne stage. The 2nd 
Atmospheric Vacuum Unit was ready for com-
missioning in February, 1966, but could not be 
commissioned because of the Coking Unit. The 
loss incurred by the Reftnerv on account of the 
reduced throughput of the 1st milllon tonne 
stage and the, non-commissioning of the 2nd 
tonne stage for over a year is great. This ~ 
besides the spending of valuable foreign exchange 
on importing products which could have produc-
ed there. This unfortunate and enormous loa 
is most regrettable. 

The Committee feel that there has been a laet 
of proper }71anning in regard to the Keroeene 
Treating Units at the Barauni Refinery. At the 
moment, the capacity of the Units is almOit 
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double of what is required at the ~nd millioB 
stage. Un~ecessa:y capitaa has been blocked up 
and the hIgh capItal cost adds unnecessarily to-
the expenses of operations. These could have 
been avoided if all the factors had been taken 
into consideration at the planning starge and the 
exact requirements communicated clearly to the-
Russian experts. 

28 103 . The C<;>mmittee hope that there will not be 
waste of manpower in the Kerosene Treating 
Units. The personnel attached to these Units 
should be given training in the work of two or 
three other units so that they could be of use 
there when the Kerosene Treating Unit is shut-
down. It should also be examined how far the 
personnel of Kerosene Treating Unit No. I can 
manage the Kerosene Treating Unit No. n 
hly the minimum staff should be recruited for 
Kerosene Treating Unit No. n, so that overheads 
are kept to the minimum. The Committee, how-
ever, cannot but express regret at this state of 
affairs. 

106 The facts regardin~ the Atmospheric Vacuum 
Units at Barauni whic were brought to the noLice 
of the Committee reveal lack r1 coordination in 
that arrangements for sales shoul<J have been 
made simultaneously with production. If this is 
not remedied the situation will be further aggra-
vated when the- second and third million stages 
go into stream. There is need for very urgent 
action in this matter by the Marketing Division. 
Unless the motor spirit is sold as soon as it is 
produced, the Refinery will come to a halt. Apart 
from the loss to the Refinery, such shut downs 
will also involve unnecessary waste of foreign 
exchange required in importing deficit products 

, which could otherwise have been produced local-
ly. The Government should also k~ a watch 
over this aspect and ensure that such ut-downs 
do not take place. 

'30 109 The Committee cannot escape the conclusion 
that the management of the Barauni Refinery 
made no efforts to find out indi~nous sources of 
,materials or to rP.duce expenditure. Compari-
,sons with other public sector refineries are inevi-
table and the failure at Bat'auni is all the more 
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glaring when a comparison is made with the 
Gujarat Refinery .. .The Committee hope that for 
the third million· stage, impgrts will be made 
only when inevitable. The Government of India 
should also make a comparative and c:lttailed 
study of the Baraunl and Koyali construction 
with a view to provlcIe guidance for the other 
public sector refineries envisaged in the Fourtla 
Plan. ' 

The Committee are not happy over the move-
ment of products from Barauni. There has been 
an apparent lack of coordination between the 
Refineries Division and the Marketing Division or 
an inability on the part of the Marketing Divi-
sion to sell products in time. As only the first 
million stage of the Refinery had gone into stream, 
there is no reaSOn to believe that it was difficult 
to sell the products as and when they were 
produced. The area served by this Refinery is 
highly industrialised one. with a proportionatelY 
larger consumption of petroleum products than 
in the other parts of the country. In view of 
this, marketing dIfficulties cannot be a valid 
excuse for the accumulation of products in ;;he 
Refinery. The Committee would urge a close 
scrutiny of this matter by the top management 
of the I.O.C. and the Government with a view to 
devising adequate safeguards to prevent the Re-
finery's operation from coming to a stand-still or 
its working at reduced throughputs. 

It was seen from the figures furnished that in 
most months, placements of the wagons have 
been much below than the actual indents and 
also that the rejection of the wagons Ilctually 
placed has been rather heavy. During oral evi-
dence) the Committee were informed that rejec-
tions took place mostly of wagons which were 
leaking or otherwise not worthy of use. Some-
times. the type of wagons indented were not the 
SRme as were ~tuarry supplied, e.g. white-oU 
tank wa£!ons for bla.ck-oil tank wagons and vice 
versa. The· facts reveal a none too satisfactory 
state of aff,irs. ntis difficulty would not arise 
when the pipelines to Kanpur and Maurigram 
A'I'e commi!;<;inned. Till thl~ is achieved it has to 
be ensured that movement of products is not 
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hampered because of wagon shortage. The Rail. 
way Board and the M~keting Division of the 
I.O.C. should give adequate attention to this 
matter. 

The Committee understand th8it calcination of 
coke is an extremely profitable industry. In 
view of this and need for calclned coke in con-
siderable quantities in the country, Government 
should have set up this plant for calcination of 
coke along with the Refinery itself at Baraun!. 
The Committee understand that this coke has 
many industrial uses especially in the making of 
carbon black electrodes used in the manufa~ture 
of aluminium, manufacture of abrasives, artifiCial 
graphite, calcium carbide and electric furnace 
resistor!! and linings, etc. The Committee recom-
mend tha,t early steps should be taken by Gov-
ernment to set up a calcination plant at Barauni. 

During their visit to Barauni, the Committee 
saw the huge stocks of coke spread out in the 
open area around the Refinery. It was stated 
that such exposure for long period was likely to 
deteriorate tlie qu8lli~.of the material Vigorous 
efforts must, therefore be made to find out • 
market for the coke. Because of the reduced 
sale each year to Mis. India Carbon Ltd., stock 
accumulation each year will be heavier in future, 
and as such, it is necessary to find out a proper 
market for the coke. The Committee under-
stand that efforts are being made through the 
S.T.C. for its export to certain Middle East 
countries. This should be actively ltursued. The 
I.O.C. may perhaps investigate whelher it would 
be possible also to interest private parties in 
effecting exports. Even if the Refinery does not 
make much profit on this deal. it will at least 
save it from the problem of storing these vast 
stocks with the attenc!anl possibility of loss by 
deterioration. 

In' regard to the case of a wrong payment of 
a bill at the Baraunl Refinery the following 
points arise:-

(1) how it could not be-det~ that the 
pipes were ..,t eeamlel8; 
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(2) how the finn despatched the goods before 

receiving a reply to the request for 
amendment of the purchase order; 

(3) why the tests and test certificates were 
dispensed with and under whose orders; 
and 

(4) who was responsible for the payment of 
the bill and what was the motivation. 

It Is strange that bills are missed in the Ac-
counts Department as happened in this case. It 
might be worth investigating how many such 
cases of untraced bills were there and how many 
pal)Tlllents of duplicate bills were made by the 
Accounts Department. If the. findings are not 
satisfactory. an overhaul of the Accounts De-
partment would be called fOT. 

The Committee understand that as a result of a 
suggestion made during the oral evidence of 
officials of the Refineries Division, the ease hu 
been handed over to the Special Police Establish-
ment for investigation. The points raised above 
by the Committee should be gone into and the 
results reported. 

While considering the delays that take place 
in the construction of refineries one basic fact 
which has to be remembered is that imports have 
to be made to meet the demand of refined pet-
roleum products in the country. The Commit.-
tee understand that accordil')g to pre-devaluation 
prices, Rs. 113 worth of products could be manu-
factured from one tonne of crude oU costi~ 
Rs. 72. In short, a delay of one month in a one 
million tonne plant usinlr Indlgenous crude would 
amount to a waste of fore{~ exchange to the 
extent of Rs. 94 lakhs. This is a considerably 
large sum of money and if the delays at Gauhati, 

" Barauni and KoyaU are taken into 'consideration 
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for the calculation of this avOidable expenditure 
of foreign exchange it will amount to Rs. 48 
crores. The Committee, therefore, urge that in 
planning .and executing future refineries and in 
expanding the present refineries this ~t of 
the matter sould be borne in mind by vern-
ment. 

,37 124-125 The estimates for the two million tonne stage 
of the Gujarat Refinery was Rs. 30.21 crores. The 
actual expenditure amounted only to Rs. 27.50 
crores. The third million stage was expected to 
cost only Rs. 2.91 crores. As such, this expendi-
ture would be met from the savings of the second 
million stE.ge. It was stated that with some 
minor modifications it would be possible to raise 
the throughput to four million tonnes by utilis-
ing the in-built capacity' of the plant and 
equipment. In short, the Tefinery was expected 
to achieve a throughput of four million tonnes 
at the estimated cost of a two million tonne 
refinery. 

The 'Committee are happy that the Manage-
ment of the Gujarat Refinery Rave been able to 
a'Chieve this success w:hich is -in heartening con-
trast to the state of affairs at Barauni. 

38 126 The Committee suggest that after the construc-
tion phase is over, the Head Office of the Refiner-
ies Division should make a complete and detail-

, ed ·assessment of the entire cost structure of the 
three Refineries to determine factors that have 
contributed to the success at Koyali as compared 
to the Gauhati and Barauni Refineries. This 
analysis should stand in800d stead for construe-
tion of the future refineries intended to be put 
up during the Fourth Plan period. 

39 130 The Committee are glad to learn about the 
good work of the Clmtral Designs Organisation. 
They suggest that'this .organisall:ion sh~ make 
continuous studies of unprovemenu In reflnmt 
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technology taking place elsewhere and make 
efforts to introduce these new techniques in the 
public sector refineries in India. A close liaison 
should also be maintained with the Indian Ins-
titute of Petroleum, Dehra Dun in this regard. 

The Committee feel that the pattern and design 
of equipment for the proposed expansion schemes 
of the Refineries shoulcf also be subjected to a 
scrutiny by the Central Designs Organisation, 
with a view to locate possible performance diffi-
culties. The Committee have in mind instances 
like the Coking Unit at the Barauni Refinery 
whose difficulties could perhaps have been avoid-
ed if the design had been subjected to a close 
scrutiny at the preparation stage. If improve-
ments in technology are capable of being made 
at this stage, the Committee see no reason why 
this should not be done, instead of waiting for 
the construction to be over before making modT-
fications. 

One of the important works being undertaken 
by the Central Designs Organisation was sta.tea 
to be in respect of preparation of drawings of 
various spare parts of the plant and eqUipment 
of all the three Refineries. The Committee were 
glad to hear about this attempt at self-reliance. 
They hope tha,t it would be possible for the 
C.D.O. to prepare drawings for all the important 
spaa:-e parts of the three Refineries. Side by side 
with the preparation of drawings. continuous 
efforts should also be maae to locate sources in 
the country for obtaining the spare parts. SUch 
spares will fall into two broad categories:-(i) for 
process equipment for expainsion. capital project 
work and plant moijUication and (if) for opera-
tional maintenance. Attempts should also be 
made to rationalise the various component parts 
and produce suitable Indian standards. The 
Committee understand that if earnest efforts are 
made, it will be possible to obtain several refinery 
equipment like heat-exchange equipment, pres-
sure vessels, pumps, compressors, steam turbines. 
pipes and fittings and process control and 
measuring instruments in India. The buic 
necessities in regard to the indigenous manu-
facture are stated to be the lack of specifications, 
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compositi~n of construction material, drawings 
and techmcal know-how. This is the field tn 
which the Central DeSigns Organisation can play 
a vital role. 

4~ 136 The Committee feel that it would be an un-
happy situation if the Gujarat Refinery has to 
work at a reduced throughput, because of lack 
of off-take of products. The Committee are not 
aware if serious efforts had been made to blend 
LSHS with other products to lIoduce something 
which is easily marketable. such a solution 
is possible, it would help the Refinery to tide 
over its difficulties. Even if all of its prospective 
consumers fulfil their commitments fully. it is 
very likely that the Refinery will have surplus 
LSHS on its hands when the proposed increase 
in its throughput from three million tonnes to 
four million tonnes takes plaICe. Unless a aolu-
tion for the problem of disposal of LSHS is found, 
either by formulating it into another product 
or sale to other customers, the de facto expansion 
is not likely to take place. 

43 137 The I.O.C. might benefit by examples of the 
working of other Refineries in foreign countries 
like the example quoted by the Committee. 

44 138 The ~blem of disposal of naphtha exists in 
all the fineries and it is vital that the Market-
ing Division finds out a satisfactory solution to 
it, as otherwise, the alternative is for the Refinery 
to close down for short periods or work to reduc-
ed throughputs. It would be a pity if this were 
to happen. When even at the one million tonne 
stlle, the Gujarat Refinery has had to face this 
di culty, the problem is likely to be more acute 
when the throughout reaches the filUl'e of four 
million tonnes, unless very special efforts are 
made. The Committee suggest that the Govern-
ment should appoint a special study team for the 
purpose of finding out an immediate solution for 
the disposal of naphtha. In the meanwhile, in-
tensive efforts should be made for the export of 
motor spirit and ~aphtha. 

4S 141 The Committee are not happy over the move-
ment of products and feel that unless great care 
is taken to ensure that off-take of products II 
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regulaT and unhampered, the Gujarat Refinery 
would have to work to reduced throughputs 
specially after the expansion takes place. It is 
suggested that the matter should be discussed 
with the Marketing Division and a decision taken 
as to the minimum requirements of storage capa-
city that would be required for the various pro· 
ducts. The efficiency of the Marketinc Division 
should be ensured at an optimum level and short-
comings in this regard should not be made res.. 
ponsible for increasing the capital outlay at the 
Refinery by building extra storage tankS. 

The Committee were informed that in regard 
to movement of products, from the operational 
angle, the loading facilities at the Refinery have 
the drawback of having no facility of loading any 
product at any loading point and this usually re-
sulted in lot of shunting operations. The Com-
mittee recommend that efforts should be made 
to streamline the design and layout of the load-
ing facilities so that optimum efficiency is obtain-
ed and operations are carried out smoothly. 

The Committee understand that the French 
method used for the water supply scheme at 
Koyali had been a great success especially as the 
water was obtained from below the surface of 
the river bed. This eliminated the possibility of 
shortage of water when the flow of the river 
decreased or when the river turned course as 
happened at Gauhati. In view of the success of 
this method, which inCidentally was stated to be 
also cheaper, the Committee would suggest that 
Government should bring this matter to the 
notice of all State Governments and ma~or muni-
cipalities. In all major Government projects 
which require considerable quantities of water, 
it might be advisable to adopt the system intro-
duced at Koyali. 

The Committee were informed that the origi-
nal design of the Refinery had not provided for 
any water treatment. It was stated this was per-
haps a slip on the part of the designers. It was 
noticed that salts were deposited in the coolera. 
If allowed to continue, this might have affectecl 
productiofl. Action had been taken to correct 
this by treating the water with chemicals. It 
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was hoped that the problem would be solved 
satisfactorily. The result would be known only 
after six months. The Committee wonder why 
such slips should occur if the designs are care-
fully scrutinised. It is however, fortunate that 
the defect was noticed in time. The Committee 
hope that the action taken will prove satisfac-
tory. 

The Committee feel the subject of decentrali-
sation of powers with a view to achieve maxi-
mum flexibility of operations needs urgent atten-
tion. All the three Refineries have gone into 
production and it should be possible now to take 
stock of the position and arrive at certain con-
clusions in regard to the directions in which 
changes would be desirable. The Committee are 
not in favour of a system whereby the General 
Managers have to make constant references to 
the Head Office on varied matters and obtain 
concurrenCe on problems which they, as men-on-
the-spot, are better qualified to judge. The Head 
Office should at best be responsible for policy and 
co-ordination while the actual day to day work-
ing should be left entirely in the hands of the 
General Managers. 

The Committee would suggest that the Refiner-
ies Division of the I.O.C. should consult the 
Chairman of the Hindustan Steel Ltd. on this 
matter, ascertain the practical virtues and draw-
backs of the scheme and draw up concrete pro-
posals as to what further power should be dele-
gated to the Refineries. A larger measure of 
operating authority should be given at the plant 
level while minimising the need for close scru-
tiny at Jhe Head Office in the day to day opera-
tions of the plants. 

The budget at present is used mainly for de-
fining of physical targets against which actual 
results are compared at the end of the year. If 
budgetary control is to have any meaning, the 
relationship between the values which are pro-
duced by physical results and the expenses in-
volved in achievin-, them should be clearly 
understood, measul:'ed and gauged. It is only 
then that 'the control can be effective . . 
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The Committee feel that it would be very desir-
able for the Division to re-orient its budgetting 
in order to make it an effective tool for manage-
rial control. Performance budgetting, which is 
the objective that the Committee has in view, 
has come to be realised as useful in modern man-
agement practice and the Committee recommend 
that it should be introduced by the I.O.C. in all 
their Divisions. 

It is inevitable that technical problems will 
often arise in the plants for which the plant re-
quires an expert opinion or advice. The Head 
Office should be in a position to offer such advice. 
One solution is for the Head Office to have a well 
qualified senior technical expert with consider-
able experience in refining technology who can 
give opinions On technical problems. With the 
country's limited experience in this field, how-
ever, such a person might be difficult to obtain. 
However, it would be desirable to appoint the 
best man available and groom him for this task. 
During this period of grooming, the Committee 
suggest the formation of a Committee consisting 

. of one technical expert each from the Head Office, 
the three Refineries, and the Indian Institute of 
Petroleum. This Committee may be the tech-
nical advisor to the Managing Director, who 
should refer to it all the technical matters on 
which he requires advice. Besides the problems 
referred to him by the Plants, the Managing Dir-
ector should utilise this Committee to find solu-
tions to some fundamental problems like new 
product manufacture, maximum utilisation of 
surplus products by blending or conversion to 
more saleable products, maximising production, 
etc. This Committee should also have the ad-
vantage of a first class technical library, contri-
buting to good technical journals brought out in 
various countries and a team of researchers to 
find out the progress being made in reftne~ tech-
nology elsewhere. 

The petroleum industry is a highly specialised 
industry and techniques of refining are constant-
ly advanc\ng through research. As the industry 
in the pub1ic sector is fast developing, it is essen-
tial for it to keep abreast of the developments in 
the technical and economic fields in foreign 
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countries. The industry has an international 
character which affects the Indian industry also. 
It would, therefore, be desirable to build up a 
well equipped research and development section 
for the public sector. It might be considered how 
far it would be desirable to attach this to the 
Indian Institute of Petroleum at Dehra Dun. 

A suggestion was received by the Committee 
that it would be better if the Indian Institute of 
Petroleum was located near a Refinery instead of 
at Dehra Dun, so that actual trial or pilot plant 
studies may be facilitated. The Committee feel 
that there is some force in this suggestion and 
recommend that this should be considered by 
Government. The Committee would recommend 
Baroda, since it is both near a Refinery as well 
as the oil wells. 

It is obvious that no importance has been at-
tached by the Division to a study of the economics 
of refining which is a vital aspect of Manage-
ment. This is unfortunate. The Committee sug-
gest that a well organised research cell should 
be organised at the Head Oftice to make continu-
ous studies of the economics of operations of the 
three Refineries with a view to cost control, 
maximisinE of utilisation of production, etc. Cost 
and operational data of refineries in other coun-
tries and the private refineries in India should be 
analysed where the figures are available and 
comparisons made. Efforts should also be made 
to obtain cost and operational data from friendly 
foreign refineries and if possible, some of these 
Refineries should be persuaded to train some of 
our officers on the techniques employed by them 
for economic operations. 

The Committee were surprised to learn that 
the fiare loss and handling and storage losses 
were as high as 2~5 per cent on an average. For 
a three million tonne plant, 1 per cent amounts 
to 30,000 tonnes of products. If the difference 
in a public sector refinery is high as even 
5 per cent, it arnoullts to a figure of 1,50,000 tonnes 
per annum. The question arises as to whether 
the public sector refineries can incre!ase their 
production to match the figures of the private 
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sector refineries, and if so, how best this can be 
done. Serious thought should be bestowed to 
this matter by the technical experts. 

Instead of waiting till the Refineries have gone 
into full production, the Committee suggest that 
the matter relating to formulations should engage 
the attention of the Head Office of the Refineries 
Division now. The cost aspects of various 
schemes should be worked out and a programme 
drawn up keeping in view the product require-
ments of the country. 

The Committee suggest that an O. & M. team 
under a well qualified and experienced officer 
should be set up in all the Refineries to make 
continuous studies in all the units with a view to 
increase efficiency, point out wasteful methods 
and practices and reduce costs. Adequate incen-
tives might also be given by way of monetary 
awards for suggestions by staff on cost control 
measures. 

The Committee have not gone into the details 
of the cost control system followed and are, 
therefore, not able to express any opinion on its 
merits. However, it is very essential that each 
Refinery should know the individual costs of its 
varioUs of,erations and make comparisons of "per-
formance' and "promise" with a view to enable 
the management to take timely action to control 
adverse trends. How satisfactorily this is achiev-
ed at present is for the management to judge, but 
the Committee hope that efforts will be made to 
improve upon and perfect the system so that it 
becomes an excellent tool in the hands of the 
management for cost control. The Committee 
would also suggest that advice of an outside 
expert may also be taken in making improve-
ments. 

The Committee hope that one important factor 
will be kept in view while reviewing staff re-
quirements. The refining industry is quite new 
to this country and not many experienced hands 
both amoQIi( officers and labour would be avail-
able to a new refinery. As such, staff strength 
will probably have to be fixed at a higher level 
in the initial years than what is actually requir-
ed. As the staff learn and become experts, their 
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individual efficiency will rise. It would then be 
possible to gradually reduce the staff strength. 
Incentives may be provided to staff to increase 
their per capita output so that reduction in 
strength may not create other problems usual in 
industry. 

The Head Office should constantly review the 
staff position and devise suitable fO'rmula where-
by the expenditure on staff in each unit is ex-
pressed as a ratio of the output. Constant endeav-
our should be made to make inter-refinery com-
parisons, to publicise successful efforts in increase 
of staff efficiency and to foster a healthy sense of 
competition. 

The Committee found that there were consider-
able variations in the strength fixed for the vari-
ous units as between the three refineries. While 
this could be easily explained in the case of the 
technical departments e.g. process, electrical, 
maintenance, etc., as they would depend upon 
the pecularities of the refineries, the figures 
should be comparable in so far as the service 
departments are concerned. 

The Committee are inclined to feel that the 
strength of the technical departments have also 
been fixed without consideration of any norm. 
The Committee desire that this matter should be 
gone into by 8J committee of experts chosen from 
the three Refineries and the Head Office, who 
should determine what should be the strength of 
each department in each Refinery. 

The Committee feel that there should be uni-
formity in the pay-scales of posts carrying the 
same designations in the Division. If a lower or 
higher scale is intended to be given in a parti-
cular Refinery on account of any special respon-
sibility attached, then it would be better to call 
the posts senior and junior or grade I and grade 
II so that the distinction is clear. 

The Committeeswere informed that the staff 
were being trained in the observance of safety 
measures and that all precautions ~were being 
taken in this regard. The fiiUres of the accidents 
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during the pasftWo "'years given above, do . n6t 
present a happy picture. This is a matter in 
which constant vigilance has to be exercised by 
the mn!lagement. It is a fact that experienced 
staff sometimes tend to take safety regulations 
for granted. The safety regulations should be 
enforced rigidly and individual staff violating 
them should be warned or punished for endan~ 
gering security. 

While adequate safety measures are necessary 
to prevent accidents from happening and control-
ling losses arising from accidents, adequate secu-
rity measures in the Refinery are vital to prevent 
mishaps arising from the action of unsocial ele-
ments, miscreants and enemies. This is a matter 
which should engage the considered attention 
of the top management in "the organisation. Un· 
like most other industries refining of petroleum 
products is of vital importance in the country's 
economy, more so, in times of emergency, and 
the I.O.C. cannot afford to take any risks in this 
regard. 

The Committee find that the circumstances 
which led to the sinking of the tube-wells in 
connection with the water supply scheme at 
Barauni were not wholly unjustified. It is true 
that there was an apparent delay in initiating 
the project and in co-ordinaling it with other 
aspects of the construction of the Refinery. This 
has. however, to be seen in conjunction with the 
difficulty of obtaining the pumps, a matter which 
was not in the hands of the Refinery. While the 
extra expenditure was unfortunate, the Commit-
tee did not find a case for blaming the manage-
ment of the Refinery. 

Audit have taken the view that the decision 
to continue payment of construction allowance 
beyond the construction phase was irregular and 
involved a recuTring expenditure of Rs. 51,680 
per annum in both the Refineries. Though 
wrong in principle in view of the subsequent 
decision tlf the Board, the Committee do not wish 
to comment upon this matter . 
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The Committee hope· that In view the teclmical 
competence and skill acquired in the relining 
industry attempts will be made during the ex-
pansion of the existing refineries and the con-
struction of new ones to manage without the aid 
of foreign help. It is only when this is done can 
one say that the Industry has come of aBe. 
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