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INTRODUCTION 

I, the Chairman of the Estimates Committee having been authorised by 
the Committee, present this Seventy-ninth Report of the Estimates 
Committee on the action taken by Government on the recommendations 
contained in the Ninth Report of the Estimates Committee (Fourth Lok 
Sabha) on the Ministry of Industrial Development and Company Affairs 
(Department of Industrial Development)-Industrial Licensing. 

2. The Ninth Report was presented to the Lok Sabba on the 25th 
July, 1967. Government furnished their replies indicating the action taken 
on the recommendations contained in this Report between 20th January, 
1968 and 6th December, 1968. The replies were exim1ioed by the Study 
Group 'E' of the Estimates Committee at their sitting held on the 18th 
March, 1969: The draft Report was adopted by the Estimates Committee 
on the 26th April, 1969. 

3. The Report has been divided into the following chapters :-
I. Report. 

II. Recommendations which have been accepted by the Government. 
Ill. Recommendations which the Co~ttee do not desire to pursue 

in view of the Government's reply. 
IV. Recommendations in respect of which replies of Government 

have not been accepted by the Committee. 
V. Recommendations in respect of which final replies of Govern-

• ment are still awaited. 
4. An analysis of the action taken by the Government on the recomnlen-

dations contained in the Ninth Report of the Estimates Committee (Fourth 
Lok Sabha) is given in Appendix II. It would be observed therefrom that 
out of 85 recommendations in the Report, 66 recommendations i.e., 78%, 
have been accepted by Government; the Committee do 110t desire to pursue 
8 recommendations, i.e., 9.5%, in view of Government's reply; replies of 
Government in respect of 7 recommendations i.e. 8.5% have not been 
accepted by the Committee; while final replies of Government are still 
awaited in respect of the remaining 4 recommendations i.e., 4.5%. 

NEW DELHI; 
28th April, 1969 
---------------------

8th Vaisakha, 1891 (Saka)' 

(vii) 

P. VENICATASUBBAL\H, 
Chairman, 

Estimates Committee 



CHAPTER I 

REPORT 

DUPLICATION AND OVERLAPPING OF CERTAIN PROVISIONS IN INDUSTRIES 
(DEVELOPMENT" REGULATION) ACT, 1951 AND ESSENTlAL COMMODITIES 

ACT, 1955. 

(Serial No.3, para 2.24) 
The Committee had observed that in spite of the fact that Government 

were aware of the duplication and overlapping of certain provisions in the 
Industrial (Development" Regulation) Act, 1951, and in certain other 
regulatory measures such as Essential Commodities Act, 1955, no action 
had been taken to remove these anomalies. Having considered that such a 
state of affairs tended to cause avoidable inconvenience and harassment to 
industrialists and was likely to stand in the way of effective implementa-
tion of the relevant provisions of the Acts, concerned, the Committee urged 
the Government to examine this aspect urgently and take necessary remedial 
measures. 

2. Government have in their reply stated that the provisions of the 
Industries (Development" Regulation) Act, 1951 were intended primarily 
to provide for the development and regulation of certain specified indus-
tries whereas the provisions of the Essential Commodities Act were meant 
primarily for ensuring the supplies or distribution of what were classed as 
essential commodities. The· purpose of the two enactments being different. 
it coultl not be said that they covered. the same field. Nevertheless, there 
was in fact a certain amount of overlapping in regard to the actual measu~ 
of control exercisable over commoditie''\ which came under the purview of 
both the Acts. Section 18-G of the Industries (Development & Regula-
tion) Act, 1951, empowered the Central Government to control the distri-
bution and the availability at fair prices of lany articles or class of articles 
relatable to any industry specified in the first schedule to the Act. The very 
same power was available in; respect of essential commodities under Section 
3 of. the &sential Commodities Act. There were a few commodities like 
textilet cement and drugs, which came under the purview of both the Acts. 
Orden could be passed, for example, to control the availability at fair 
prices of say, textiles, under Section 18-G of the Industries (Development 
& Regulation) Act, 1951, as well as the Textile Control Order issued under 
the Essential Commodities Act. To this extent there was overlapping. In 
actual practice, however, a conftict was avoided by the Ministry of Indus-
trial Development & Company Affairs in consultation with the Ministry of 
Commerce, whenever any order under Section 18-G relating to essential 
commodities which was also relatable to a scheduled industry was contem-
plated. There were, however very many items which came under the 
lndustries (Development & Regulation) Act, which did not come under the 
Essential Commodities Act. The powers available under Section 18-6 
were necessary in respect of those items because the Essential Commodities 
Act could not be used for that purpose. From thi's point of view there was, 
therefore, no overlapping. Appropriate steps were, however, being taken 
to ensure that there was adequate liaison between the Ministry of Industrial 
-- 1 
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Development & Company Affairs and the Ministry of Commerce or any 
other appropriate Ministry concerned, so that no inconvenience was caused 
to the public owing to the slight overlapping in the two statutes. 

3. The Committee do not consider that adequate liaison between the 
Miaistries concerned would belp in removJng the 1UI0maDes in both the 
Ads as such a procedure will not ,only entail delay but would also iacmue 
secn!tarlal work. 1be Committee would, tbel'efore, reitente tbat fI"Ovi-
..... of both. the Industries (Development It Regulation) Act, 1951 and 
tbe Essential Commodities Act may be reviewed in coDSUltation with the-
Ministry of Law. 

INDUSTRIES (DEVELOPMENT & REGULATION) ACT, 1951 
(Serial No. 52, p .. 3.156) 

The Committee had suggested that the term substantial expansion as· 
appearing in Section 13 of the Industries (Development & Regulation) 
Act, might be clearly defined in terms of percentage so that a unit need only 
apply for permission, if its expansion programme was likely to cross the 
licensed capacity by more than the permissible percentage. 

2. Government have, in their reply stated that substantial expansion as 
defined in the explanation undelf Section 13 of the Industries (Development 
& Regulatjon) Act, 1951 had come to be fairly wen understood. Govern-
ment was of the view that any etlon to define "Substantial Expansion" in 
more precise terms was likely to lead to practical difficulties. 

3. 'The Committee are uaable to agree with the Government's \'lew and 
reiterate their earlier recommendation tbat the term snbstantial explllllion 
as appearing in Section 13 of tb.e Industries (Develop1Rent a RepI8fioII), 
Ad, may be clearly defined in terms of perceatage 80 tbat a unit Deed only 
.pply for permission, if its expansion programme is likely to CNSS the 
liceDsed capacity by JIlOI'e than the pennissible pereeotye. 

LoNG DELA.Y IN FURNISHING OF REPLIES' 

TIle Committee are e81L9trained to observe that Government haft not 
flll'lllilhed final replies to leur recommendations viz. Nos. 39, 40, 48 IIItI 77 
tbough this Report wu presented to the Lok Sabha in July, 1967, i.e . • ore 
...... tweDty months 1110. 

These recommendations bave been induded in Chapter V of the Report. 



CHAPTER. U 
RECOMMENDA nONS WHICH HAVE BEEN ACCEPTED BY 

GOVERNMENT 

Recommendation (Serial No. %, Para %.16) 
The Committee agree that in thel context of planned development .. 

Government cannot wholly dispense with the authority to regulate indus-
trial licensing. The Committee note that Government have been review--
ing the procedure of Industrial licensing and that as a result of the recom-
mcndatlOns of the Swaminathan Committee in 1963 and 1965, the Jiceru-
ing procedures have been rationalised and liberaliscd in certain directions. 
In particular, the Committee note that Government have recently allowed-
the existing industrial undertakings to diversify their production without a 
Jicen<.·c up to 25 per cent of the total production as also ,to increase their 
producti'on up 1'() 25 per cent of the· registered/licensed capacity. They, 
however, feel that the time has come when the procedures for industrial 
regulation should be used as an miitrument of development rather than of 
restraint. This should not, however, result in relaxing in any way vigilance 
in checking the terms of foreign collaboration, or 'the time schedule for 
achieving sdf-sufficiency at the earliest or for producing goods at most 
competitive prices. Tho machinery available under the Industrial (Deve-
lopment & Regulation) Act 'Should be used to establish closer liaison, 
between the public and private sector in the interest of larger and cheaper 
production. The Committee need hardly emphasise that in exercising the 
regulatory powers under the Act, weightage should be givern to economic 
considerations as far as possible. The Committee suggest that the high-
pow\!red Industric'5 Commission recommended earlier in para 1.38 may 
undt'rfake a thorough review of the provisions of the I!ndustries Develop-
ment and Regulation Act so that it can serve as an effective instrument for 
accelerating the industrial development of the country on sound economic-
lines. 

Reply of GovetnmeBt 
The recommendation has been noted. 
Gnvernment have already taken a decision that the licensing policy and' 

procedures shou1d be reviewed by an Expert Committee under the Chair. 
manship of * Prof. Thacker. Simultaneously it has been decided that the 
overall economic and industrial policies of Government should also be 
reviewed by a Committee of the! Cabinet to see how' far the objectives for 
which they were framed have been achieved and whether any modifications 
etc. are needed in the policies. 

2. Further action on this recommendation will be taken after the reports 
of the Expert Committee and the views of the Cabinet Committee become' 
available. 

3. As regards the proposed high-powered Industries Commission, 
Government's views havel been indicated separately. 
[Ministry of Industrial Development & Company AUairs (Department of 

Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
26th April. 1968]. -------.,---------_._------------'-

·At 'he time (lffactual verification. the Ministry has s'ated 811 follows :--
·'Prof. Thacker resigned frpm the Chainnanship of the Committee on 22-4-1968 
lind Shri S. Dut! was appointed as Chairman of the Committee from M:1Y, 1968." 

3 
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RecommendatioD (Serial No.4, Pan 2.28) 

The Committee consider that the State Governments have to play an 
important role in the setting up of new industrial units in their respective 
.areas as it is their primary responsibility to provide for the infra-structure 
facilities required in the initial stage for the setting up of such units. The 
Committee would, therefore, emphasise that there should be close coordi-
nation and consultations between the Central and State Governments con-
'ccrned in the administration of the Industries Act. They suggest that 
Ministry of Industrial Devek>pment and Company Affairs should convene 
meetings, at regular intervals--say once in 6 months-of representatives 
of State Governments and thrash out at such meetings aU problems and 
pending cases concerning industries, besides holding discussions on matLers 
·of mutual interest for 'Stepping up indust.rial production in the country. 

Reply of Govern .... t 

Importance of the role of the State Governments in the administration 
-of the Industries (D&R) Act, 1951 has always been recognised. State 
-Governments are, therefore, associated in the scrutiny and processing of 
the applications .for grant of licences under the Industries Act from the v.::ry 
initial stages. As soon as an application is received, a copy is forwarded 
to the State Direeoor of Industries for the State Government's views on thi;: 
proposal. The views of the State Government are incorporated in the 
Summary of the proposal for the Liceming Committee (Sub-Committee) 
-which consists of the representatives of various Central Ministries, includ-
ing the Department of Economic Affairs, Department of Company Affairs, 
M'mistry of Railways, C.W.P.C., and the Planning Commission. The-views 
-of the State Governments are given due consideration by the Sub-Committee. 
Agenda notes and the minutes of the Licensing Committee are also scnt to 
·the State Governments. 

Representations, if any, of the State Governments against the decisions 
of the Licensing Committee (Sub-Conunittee) are carefully considered. 
'State Governments are further provided opportunity to bring up, for recon-
sideration, any particular cases on which decisions havel been taken at the 
Sub-Committee Meetings of the Licensing Committee, at the Full Licensing 
Conunittee Meetings to which Industries Secretaries/Director of Industries 
of all the States are invited. These meetings are held at intervals of about 
3 months. 

2. Apart from the meetings of the Full Licensing Committee, matters 
particularly relating to small-scale industries are discussed at the meetings 
·of the State Directors of Industries with the Development Commissioner. 
Small-Scale Industries, which are normally held on the day following t~e 
meetings of the Full Licensing Committee. State Directors of Industries 
are invited to suggest items/matters for discussion at these meetings. 

3. It will be observed, thorefore, that the recommendation of the Com-
mittee rs already being implemented fully. 
'{Ministry of Industrial Development & Company Affairs (Department of 

Industrial Development) O.M. No. 4(1 )/HR & EC/67, dated 
20th January, 1968] 
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ReCOllUDendation (Serial No.5, Para 2.47) 
The Committee agree that one of the basic objectives of planned econo-

mic and social development in the country is to ensure balanced growth of 
the different regions. They feel that industrial licensing can be one of the 
instruments to subserve that objective, to the extent possible. In the opi. 
nion of the Committee, however, the real key to the development of the 
backward areas lies in strengthening of ~eir agricultural sector as also in 
building of infra-structure for development of industries. Experience has 
demonstrated that the soundest basis for building up industrialisation of 
under-dcvcloped and backwar~ areas is to provide infra-structure, such as 
power, transport and communications, raw materials, trained technical per-
sonnel etc. The truth of this has been amply demonstrated by the pra. 
grcss made in industrialisation since independence in the States of Madras 
and Maharashtra. The obvious course for authorities, who are anxious to 
attract industrial units to their States is to make concerted efforts to develop 
the infra-structure facilities in their areas. The Committee would urge the 
Central Government to give every possible assistance to the under-developed 
States to develop infra-structure facilities such as power, communications. 
raw materials, trained technical personnel etc. The importance of trained 
technical personnel needs special mention for the man behind the machine 
is apt to be overlooked. In a country like India the richest resource, even in 
!he most under-developed or backward areas is manpower. It is therefore 
of utmost importance to develop this human source by a sound system of 
education, industrial training and by ensuring that the rule of law and order 
prevails. This atmosphere of purposefulness and productivity which the 
State can to a large extent help to crealte cannot be underrated for it is pre-
requisite for the successful functioning of industrial units. 

While the Committee whole-heartedly favour the development of the 
under-developed and backward areas, they feel that the realities of the sima· 
Lion require that the operation of the economic factors in the interest" of 
maximising production at the most competitive rates for the common man, 
should not be over-looked. 

Reply of Govemmeot 
The recommendations have been noted. Government fully appreciate 

the.' importance of the development of infra-structure facilities, particularly 
in underdeveloped areas and also of technical training. It has been the 
policy of Government to assist to the fullest extent measures aimed at secur-
ing this objective. As regards the location of industries, particularly of 
public sector projects, while due consideration is given to the need for deV\:-
Jopment of backward areas by the location of industrial units there. techno-
economic considerations must necessarily play the dominant role in deter-
mining the location. 
[Ministry of Industrial Development & Company Affairs (Department of 

Industrial Development) O.M. No. 4(1)/HR & EC/67. dated 
26th April, 1968] 

Recommendation (Serial No.6, Para 2.48) 
The Committee suggest that intensive studies of the economic structure "r the backward areas, their deficiencies and problems of erowth and the 

available natural resources should be undertaken by competent reams so 
that well-conceived and integrated development plans for the industrial and 
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;agricultural development for tbose· areas could be formulated. The Com-
.mince Deed hardly stress that in the interest of sound economic development 
the problem of industrialisation of under-developed areas should be a~ 
proached in a rational and pragmatic manner. 

Reply of Government 
Balanced development of the different parts of the country is one of the 

important objectives of the planned economic development. An important 
~equisi~e f~r fo!mulating integrated ~veloJ>ment plans for backwa~ areas 
IS the identdlcation of such areas. TIus has recently been! completed m con-
su,ltation with the State Governments, who will now be requested to take 
up intensive studies of these areas. 
,[Ministry of Industrial Development &: Company Affairs (Department of 

Industrial Development) O.M. No. 4(1)/HR &: EC/67, dated 
9th February, 1968]. 

Comments of the Cemmittee 
Government may communicate the specific steps taken in the matter in 

<lue course. 

Rec:olllJllendation (Serial No.7, Para 2.59) 
The Committee regret to note that there have been persistent shortfalls 

in production in some of the basic industries for example, Cement, Fertili-
zers, etc. during the successive plan periods. It is a. matter of concern that 
wl)i1c the targets of investment including the foreign excbange component 
envisaged in Plans, have been largely achieved and in fact exceeded during 
the Third Plan, the production targets in the industrial sector have Iag~cd 
behind. In some cases, eyen the licence.~ issued are below the plan pro-
duction targets. Even the capacity which has been installed, was not put 
to full use in many cases. Large number of licences have been issued which 
remained infructuous. All this would appear to indicate the deficic,Tlcks 
in planning and industrial licensing. The reasons for the shortfall in achiev-
ing the production targets, given by the Ministry viz. inter-linkage of indu~­
tries~ less rate. of growth of national income, shortage of raw materials, lack 
of adequate foreign exchange, and less profitability of certain industries, 
would underline the need for basic cbange in the drawing up of indus!riaI 
programme for the Plan period. 

As regards industries, particularly those catering for non-essential con-
sumer goods, the targets of capacity and production may be indicative so 
that these could be roned forward or backward in the light of development 
and achievement. 

Repl, of Govennaellt 
The recommendation has been noted. 
It may be mentioned that appropriate modifications in the drawing up 

of industrial pro$fammes and ~et-setting are currently under considera-
tion in the Plannmg Commission In connection with the fonnulation of the 
4th Five Year Plan. While final decillions wnt be reached only at the 
time of the finalisation of the 4th Plan, the current thinking on thiS matter 
has been spelled out in the docurllent entitled "Approach to the Fourth 
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Five Year Plan" recently circulated by the Planning Commission, B~y 
it is envisaged that the formulation of the Industrial programmes should 
be 011 the following lines :-

(i) For Industries falling within the key sectors, a prograJI1.D!e of 
action in the public and private sector will be drawn up. This 
will be broken down into individual projects formulated after 
detailed examination with fun provision made for finance, sup-
plies and other facilities. For industries included in these cate-
gories, the targets of performance during the Plan will be 
worked out in detail and will be sought to be achieved. 

(ii) For the remaining Industries, the Planning Commission will en-
deavour to project possible major developments as related to 
the overall strategy of industrialisation. This exercise will be 
undertaken in close collaboration with industry. However, the 
results of this exercise will be treated in the main. as being indi-
cative. Otherwise: industrial activity in the private sector may 
be left free to develop within the general frame-work of 
policy. 

As rt:gards the shortfall in production in cement and fcrtilizer industries, 
to which specific reference has been made, by the Committee, it may be 
mentioned that there is no persistent shortfall in the Cement production. 
Data regarding percentage utilisation of capacity for the years 1955-56 to 
)966-67 indicate that the average percenta~e utilisation of capacity for all 
these years works out at about 90.8 %. which is satisfactory in comparison 
with the percentage utilisation figure of technically developed countries. As 
against the Second PJan target of ) 0 milIion tonnes, 9.3 million tonnes capa-
city was set up. During the 3rd Plan the target was 15.2 million tonnes, 
and a c,pacity of 13.2 mi11ion tonnes was set up. 

The licences issued were l:10t below the PJan targets. In some cases 
however, the Licences were surrendered by the parties due to Jack of slIit-
abJe raw materials. 

In !;o far as fertiliser industry is concerned, the targets are being fixed 
on the basis of the demand of fertili7..ers. All possible steps are being taken 
to meet the targets of capacity and production during the 4th Plan period. 
It is envisaged that on the basis of present projections of demand, self-suffi-
ciency wiJI be reached by 1972-73. 
[Ministry of Industrial Development & Company Affairs (Department of 

Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
17th June, 1968]. 

Comments of the ColDIDittee 
Government may communicate in due course the steps taken to utilise the 

idle capacity in the existing industries and the measures adopted to ensure 
that the idle capacity does not crop up in the new projects. 

R«onunudatioa (Serial No.9, Para 2.69) 
The Committee are constrained to: note that in 1965-66 the capacity in 

some industries remained un-utilised to the extent of S0-90 per cent. Even 
in some priority industries theunder-utiHsation has been 8S high as 40 per 
cent. The Committee note that the installed capacity of certain industries 
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particularly in the cases of Sheet Glass and Refractories where' under-utilisa-
tWD. has progressively increased from year to year remained under-utilised 
due to over-licensing. In this connection, the views of a Member of the 
Planning Commission that 'The absurdity and the economic waste of allow-
ing a lot of capacity, a good deal of it installed with imported machineries 
and' incurring loan servicing liabilities payable in foreign exchange, to 
remain idle have not been. sufficiently appreciated' are very pertinent. 

While the Committee appreciate the recent decision of Government to 
include certain industries in the priority list of meeting their full require-
ments of foreign exchange, they hope that a careful watch would be kept 
over the progress of these indl!.stries, particularly in respect ot those which 
have been working below capacity due to non-availability of foreign 
exchange. 

It is well known that Indian manufactured goods are generally high 
priced which stands in the way of their exports. Since one of the reasons 
for tlle high price is the under-utilisation of the installed capacity, because 
the products have to bear all the overheads, incidentals, depreciation, inte-
rest and other things, the Committee hope that with the fuller utilisation of 
capacities in these industries, the cost of production would be reduced. 

The problems of raw materials and foreign exchange are no doubt 
widespread and deserve to be tackled in right earnest, but due attention 
required to be paid to the trend that has lately emerged in the shape of grow-
ing imbalance between production and demand resulting in accumulation of 
stocks and under-utilisation of capacity in several sectors of the industrial 
economy. The Committee would urge that the causes of under-utilisation 
of the installed capacitY may be gone into thoroughly with a view to see as 
to how far the idle capacity can be utilised for import substitution. 

Reply of Government 
Government fully realise and appreciate the importance of the maximum 

possible utilisation of installed capacity and all practicable steps are being 
taken to assist in this. It is expected that the liberalised raw material li~ns­
ing policy and the gradual recovery from the effects of recession will help 
the fuller utiIisatioD,_ of installed capacity. Measures to utiIi'le idle capacity 
for promoting import substitution are also continuously under consideration. 

2. A specific reference has been made to over-licensing of capacity in 
tbe sheet-glass and refractory industries. As regards :sheet-glass, produc-
tion in the first-half of 1967 was about 73% of installed capacity. 

As regards the Refractory industry, it may be explainl!d that the industry 
was at one time asked to gear up its production to a steel capacity of 20 
miJIion tonnes. In any scheme of planning, installation of capacity for 
making refractories should precede the steel expansion programme. On 
that basis, the capacity of the refractory industry was Increased from a 
little over 800,000 tonnes in 1963 to over 1300,000 tonnes in the beginnin8 
of 1967. During this period the steel target was drastically pruned with 
the result that there is today surplus capacity in the refractory industry. The 
industry now is in the "banned" list because of adequate capacity already 
available for steel targets upto 20 million tonnes per annum and it is being 
diversified to meet improved specifications proposed to be adopted by Bokaro 
and other Steel Plants. Imports of balancing equipment for preparation of 
raw materials and high pressure pressing of bricks have been allowed in 
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suitable cases. This ex~ansion of the refractory iDdustry has had rtdeemi4f 
advantages in the curtailment of imports which have fallen from Rs. 2. 
crores during 1964-65 to 40 laths during the first ten months of 1966-67. 
[Ministry of Industrial Development &: ComPQ!f1 ADairs (Departntmt of 

Industrial Development) O.M. No. 4(1)/HR eft EC/67, dated 
In MllJ' 1968]. 

Com"""" 01 die Co-aJHee 
Go\'ernment may communicate in due course the steps taken to atilise 

the idle capacity in existing industries. 

ReeoauaeadatioD (Serial No •. to, Para %.'70) 
The Committee would also suggest that there should be effective c0ordi-

nation between the two wings of tliC Ministry of Industrial Deve10pme0t and 
Company Aftairs dealing with scheduled industries ind small sCale sector 
so as to ensure optimum utilisation of resources in both the sectors. 

Reply of GoYenuaeot 
There is alread~ effective coordination between the two wings of tile 

Ministry dealing WIth the scheduled industries and the small ~ iDdns-
tries. Before the issue of a licence under the Industries (D&R.) Act, 1951, 
is approved, the Licensing Committee, to whom aU applications for &eaces 
are referred for consideration, takes into account the Small scale angle, ID 
fact a DlJ'mber of industries have been .exclusively reserved for devcfopmem 
in the small scale sector and industrial licences are not granted to wilts in 
the large scale sector for the setting up or expansion of those industries. 

Copies of all applications for industrial licences are referred to the Dcve-
IOPDlent· Commissioner, Small Scale Industries to ascertain bis views with 
reTerence to the Small Scale angle before they are put up to the LiceasiDg 
Committee. A representative of the Development Commissioner, Small 
Scale Industries is always associated with the Meetinp of the Lic:eDsing Com-
mittee. In the announcement of the·liberlised po~::ect of diversi-
fication by manufacture of new articles in existing .' and iIK:reaaed 
production up to 2S % without a licence, due attcmtion bas been paid to the 
small scale sector and it has been stil?ulated that the liberalised policy wm 
not be applicable to specified industries in which the small scale are sub-
stantially IDterested. However, further steps to secure greater coordination 
are being continuously explored: 
{Ministry of Industrial Development & Company Affairs (Departmelft of 

. Industrial Development) O.M. No. 4(l)/HR & EC/67, dated 
9th February, 1968]. 

Recommendation (Serial No. 11, Para 2.75) 
The' Committee note that a number of Cooperative factories have been 

set up in sugar and cotton textiles. The progress of the oooperative sector 
in other industries has not however, been quite satisfactory. The caUS08 for 
ihis state of affairs may 00 examined and effective measures taken by Gov. 
emment to ensure their proper working and growth. 

Reply of Govenmumt 
. The Estimates Committee has desired that the causes for the compara-

tIvely slow development of the cooperative sector in industries other than 
L6LSS/69-2 
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sugar and cotton textiles should be examined and effective measures taken 
by tho Government to ensure their proper working and growth. 'The dew-
lopment of the cooperative sector in tlie large and medium scale industries 
,is. a continuous process and the progress can be achieved only over a period 
of time. Up to the end of October, J968 166 cooperatives have been set 
up in industries that arc/were covered under the I(D&R) Act. The break 
up is as follows:-

TEXTILES: 
Cotton 
Woollen 
Jute 

Industry 

FOOD PROCESSING : 
Suaar 
Vegetables 4: Vanaspati 
Mi~ Products 
Otber Food Processing 

OTHER. INDUSTRIES : 
Industrial Alcohol 
Fertilizers 
SafJty Matches 
Abrasives 
Paints. Varnishes 4: Enamels 
Glass 

TarAL 

No. of Cooperative Factories 

65 
2 
1 

78 
6 
3 
3 

3 
1 
1 
1 
1 
1 

166 

Besides the above, letters of intent have been issued to (i) the Indian Far-
DIers Fertilizers Cooperative Ltd., for manufacture of ammonia, urea aDd 
complex fert~rs with the total 811Dual capacity of nearly one million ton-
nes at Kandla in the State of Oujarat, and (ii) Surat District Cooperative 
Milk Producers Ltd., Oujarat, for the manufacture of milk products. Be-
sides, another unit hu been permitted to effect substantial e~on for the 
manufacture of baby food. It is also ~ to establish 25 solvent 
extraction/vanaspati UDits in the cooperative sector during the period eDd-
iog 1971-72. 

2. It may be pointed out that the rapid development of the coopentive 
&eCtor in the sugar industry is tho result of a deliberate Govel'llll1Cllt poHcy 
speci1ically oriented towards that cud. Similarly spinning mills were ~ 
niaed by handloom weavers cooperative societies as a measure of meeting 
the raw-material requirements (yam) and recently by growers of cotton .. a 
secondary stage of proce.ssing, alter baving been well-established in the 
preliminary processing v;z., cotton, ginning and processing. 

3. It is also relevant to mention here that the cooperative movement was 
hitherto limited to the village and small industries sector. It is only receDtly 
that attention has been given to the development of cooperative industrie.. .. 
in the medium and large scale sector. The aVailability of adequate finances, 
satisfactory arrangements for procurement of raw materials, as well as 
organised marketiDg have also an important bearing on the development of 
cooperatives in the medium and large scale sector. Finance from coopera-
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tive financing institutions was available mostly to the cotton textiles aDd 
sugar industries and very little was available to the cooperatives in other 
industries. 

4. There is another limiting factor for the formation of cooperatives in 
fields where 'a high degree of technology involving foreign collaboration is 
necessary; for example in the case of the machine tool industry which is 
~apital intensive requiring a high degree of technical know-how, the gesta-
tion period is long and the return on capital outlay is small because of which 
there is little chance of interesting or developing the cooperative sector in 
this industry. On the other hand, cooperatives have been by and large 
coming up in labour intensive industries. Development of necessary infra-
structure IS also essential for the organisation of industries in the cooperative 
sector. Such development is bound to take time. . 

5. A number qf measures have been taken for expediting implementa-
tion of the proceSsing programme and facilitate early installation of the 
processing units. 'These include:-

(a) Establishment of State-level Boards to attend to the problems 
of planning and installation; 

(b) 

(c) 

Formation of technical cells at the levels of national and state 
marketing societies for giving technical guidance to the pr0cess-
ing units; 
Formation of model blue prints; 

(d) Introduction of centralised arrangements in certain states for 
procurement of plant and machinery and construction materials 

• and where necessary, for installation; .. 
'(e) Release of assistance to the processing units according totbe 

progress of implementation and installation; and 
(f) Introduction of scheme for creation of pool of key personael 

in the apex marketing societies for the processing marketing 
units. 

6. A Federation of Industrial Cooperatives called the "National Federa-
tion of Industrial Cooperatives" has been set up at the national level for 
assisting the development of cooperative societies in industrial sector to par-
chase, store and sell the raw materials, components parts and equipmeat 
for use of industrial cooperatives and to undertake the marketing of their 
products. 

7. Although, certain industries where cooperative can be develop«i e.g. 
solvent extraction, oil industry, glass industry, alcohol etc., have been deliceDs-
edt fresh avenues for establishment of industrial cooperatives are open in 
fields like agro-based indu5tries. The canning of fruits and vegetables, dehy;. 
tlration of onions and potatoes, rice bran oil mills, pesticides units, process.. 
iog of tapioca and other vegetables can be cited as examples. In fact, letters 
()f intent have already been issued for some of these Items. 

8. It will take some time before the actual progress made in the setting 
lip of industrial cooperatives in fields other than cotton textile and sugar is 
'VISible. But it is hoped that the melllures already taken will give a stimulus 
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to more speedy development of industrial coope~atives in fields other than 
sugar and cotton textiles. 
[Ministry of Industrial Development & Company ADairs (Department of 

Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
6th December, 1968]. 

Recommendation (Serial No. 13, Para 2.70) 
Government should also ensure that evaluation of the Plan achievements 

is doDe annually and is presented to Parliament regularly to enable Mem-
be~ to have more informed discussions and offer constructive suggestioDs •. 
which ~uld ~ doubt, prove a great value to Planning Commission/Govem-
ment m finallSmg the contents and strategy of the plan for the followiug 
year. 

Reply of Govenuaeat 
The Planning Commission have lIgI'eed to this suggestion. In this COD-

nection it may be mentioned that a critical review of· the Annual Plan for 
1966-67 is proposed to be brought out shortly. 
[Ministry 'Of Industrial Development & Company ADairs (Department of 

Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
9th February, 1968). 

Rec:oDUDeDdatioD (SerIal No. 14, Pan 2.85) 
The Committee find that full particulars of industrial capacities avail-

able in various industries in different regions of the country are not being 
adeQuately publicised. They regret to note that even the provisions made m the Registration lItlld Licensiag of Industrial Undertakings Rales 1952, 
for inviting applications for the grant of licences for establishing new 
industrial undertakings by means of a notice published in the Gazette of 
India are not being implemented. . 

.The Committee consider that Government should invariably give full 
and extensive pUblicity through all av8tilable media including the Gazette 
of India to the capacity that is to be licensed for various industries during 
the year/specified period particularly for industries falling in the group of 
key/basic industries. This would stimulate competition among the intend-
ing entrepreneurs and thereby enable Govemment to select the most eco-
nomical and competitive p~, i.e., a proposal ,,:hich WOUld. involve 
least capital cost, lowest foreign exchange for capltal and maIntenance 
imports. and would make for the lowest unit cost and sale price. The 
Committee would also suggest that suitable arrlltllgement should be made, 
in the existing set-up, to make readily available essential data such all 
capacities licensed and developed so far. the estimated dema,nd for the 
commodity, the international price etc. to intending entrepreneurs. This 
would also ensure that the emphasis would be shifted from mcre chrono-
logical receipts of application to their competitivene!'s based on merits, 
contents and potential contribution to the economy of the country. 

Reply of Government 
Gover.:.nnent accept the recommendati?D that informati,;,n relating. to 

targetted capacity. t1ie capacity already licensed and capacity already m-
stalled should be published for the benefit of prospective entrepreneurs. 
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It is propopsed to give effect to this recommendation at the time of pub-
lication of "banned" list, "merit" list etc. in 1968. 

2. It is also pr·oposed that. in preference to the existing practice of 
examination of applications for industrial licences as and when they are 
received, applications in respect of at least the more important industries 
should be considered at intervals of 3 months or 6 months, or after invitiDg 
applications before a specified date and considering all the applications 
together. A final deciSion in regard to this will be taken after recei~ of 
the report of the Industrial Licensing Policy Enquiry Committee which is 
currently examining some of the major issues relating to industrial licensing. 

[Ministry of Industrkll Development & Company AUairs (Departmellt of 
Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
13th Februory 1968]. 

Reconuaeadadon (Serial No. 15, Para 2.114) 
The Committee consider that the most important issues requiring con-

sideration in machinery manufacturing programme are the qua.lity and 
design of machinery, the capital and maintenance cost, production capa-
city etc. vis-Q.ovi$ the quality and price of machinery available in tho inter-
national market. It is evident that the quality and cost of these "mother 
machines" would determine to a large extent whether the cost of end pr0-
duct would be competitive in the international market or not. It is weD 
known that Indian economy suffers from high cost of production. The 
Committee feel t~ concerted efforts should be made by Government in 
conjunction with the industry (both public and private sectOrs) to improve 
the quality and design of machinery and make them in every way com-
petitive ip quality and price with the best that is available in the inter-
national market. 

Regarding the industries specificBtlly discussed in Chapter II, the Com-
mittee consider that as far as machine tools industry is concerned, it is 
faced with the twin problem of imports of more than SO per cent ~ 
liupplics and stock accumulation of unsold machine tools by the leading 
public undertaking: H.M.T. The Committee suggest that Government 
lihould examine the reasons for accumul~tion of unsold stock with the 
machine-building industry. particularly the HMT and determine whether 
the accumulation is ascribable to any deficiency in after-sales service or 
non-availability of spare parts or inability to meet customers, modifica-
tions or due to lack of diversification of products. 

They would also like H.M.T. to carefully analyse the imports with a 
view to see which additional machineries which are at present being 
imported in large numbers could be taken up for manufacture indigenously 
in the context of the development programme for the Plan. 

Reply of Covenunent 
The accumulation of stocks with machine tool factories, both in the 

public and private sectors, has been solely due to the recession ~n the 
industry. Machine industry is dependent on the fortunes of other indus-
tries: and is the first io be aftected by slow-down or depression in other in-
dustries especially engineering industries. It is hoped that with the prospec-
tive improvement in the economy as a whole. the fortullCSl of the! machine 
tool industry will also improve. 
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Government is aware that import of machine tools is continuing on a 
substantial scale. Part of the import is on account of licences issued quite 
some time back but on which shipments are taking place only now and 
the other part is on account of machines which I¥e not being manufac-
tured indigenously. At present the import statistics are not being com-
piled in a sufficiently accurate form to judge readily the detailed specifica-
tions of the various machines being imported. This has been examined 
at length and a revised procedure is being evolved for compiling the import 
statistics accurately. Once this procedure is implemented. it is proposed 
to undertake a detailed scrutiny of the import" with a view to determining 
the future lines of development of the industry, in the public and the 
private sectors. However, a beginning has been made by H.M.T. which 
has reccntly taken up the manufacture of single and multi-spindle bar and 
chucking automatics, copying lathes, multi-tool lathes, horizontal boring 
machines, drum type turrets, surface grinders, broaching machines and 
gear hobbers which were so far being impolted. 
(Ministry. of Industrial Development & Companv ADair.f (Department of 

Industrial Development) O.M. No. 4(l)IHR & EC/67 , dated 
20th January, 1968]. 

CollUlleDts of the Comaaltfee 
Government may communicate the progress made by H.M.T. in diversi-

iicatioo. of their production programme in a year's time. 

RecoIIImelldation (S. No. 16, Para 2.115) 
1be Committee would also like to stress the need for develo\,iDg draw-

ing aDd designing facilities for machinery manufacturing iDdust[9. 11J.c,y 
would like Government and the industries in the public sector lbd private 
sector to formulate a scheme for co-operative resea.rch so that the machi-
nery manufactured in the country can keep abreast of developments in the 
world and maintain their competitive position in efficiency, production and 
cost 

Reply of GoVerDDlent 

The recommendation has been noted. 
There already exists a scheme for formation of cooper_tive Researeh 

Associations by the Industry. Under .this Scheme, the Council of Scientiic 
and Industrial Research renders assistance to industry which are c.le~irous 
of formiDg Research Associations by way of technical advice. preparing 
plans, fra,ming rules and regulations and bye-laws, etc. The Council also 
provides financial assistance towards both capital and recurring expendi-
ture to such associations to the extent of 50%. 

Engineering industry is a complex of different specialised industries and 
it is difficult to bring into one fold the different industries. The Automo-
bile industry has shown some interest and has formed a Resea,rch Asso-
ciation called Automotive Research Association of India. Steps are also 
afoot for formation of such Research Associations by Electronics industry, 
cable, etc. 

As regards development of Drawing a,nd Designing faciliti~s for. machi-
nery manufacturing industries, the Central Mechanical Engineering Re-
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search Institute, Durgapur and the Central Design aDd Engineering Orga-
nisation are able to provide some facilities in this directiOll for the indus-
uies. 

The services of Nation~ Design Institute, Ahmedabad, are also avail-
able to manufacturers for designs for machinery manufacturing industries 
and on receipt of specific enquiries it extends all help to interested par-
ties. 
lMinistry of Industrial Development & Company A.ffairs (Department of 

Industrial Development) O.M. No. 4(1 )/HR' & EC/67, dated 
9th February, 1968]. 

Recommendation (SI. No. 17, Para 2.126) 
The Committee are constrained to observe tha.t no progress was made 

to establish additional capacity for manufacture of alloy or special steels 
in the Second Five Year Plan. The Committee further regret to note that 
in the Third Plan a capacity for llUltDufacture of 45,000 tonnes of special 
steel was developed in the private sector only though licences for 4,34,000 
tonnes were issued to private sector and for 1,37,000 to Public Sector. The 
Committee consider it regrettable that the public sector, which should be a 
pace-setter, lagged behind. The Committee also regret to note that licen-
ces issued to four private comp8.!lies for 6,000 lonnes, 5,400 tonnes, 3,600 
tonnes and 3,000 tonnes eapt had subsequently to be revoked and that 
the licence for manufacture of 49,000 tonnes of special steel issued in 
favour of Tiseo had to be cancelled as the company could not fulfil the 
condition of finding a foreign collaborator who would subscribe the whole 
of the foreign exchange component. The Committee C8D.Ilot hel~ co~ 
iug that enough care was not taken ill processing the appIicatiQDS, for 
in.o;taUation of manufacturing capacity for special steels ana aIloy.s., The 
Committee would like Government to keep a very close wa~ on the llCen&-
ed units which are stated to be implementing a programme for manufac-
ture of 38,600 tonnes and on licencees who have been given licences for 
setting up capacity for another 1~59,OOO toDncs. The Committee would 
also lite Govt. to keep close watch 011 the parties concerned after tho blue 
of Letters of Intent for 2,17,400 tonnes so as to make sure that they take 
effective action to tie up collaboraPon arrangements and place orders for 
machinery and equipment. 'The Committee need IwdIy add that where 
effective action is not being taken by the parties conc:emed, it may be 
advisable to take firm action. 

Keeping in view the specialised nature of the industry and the need for 
ma.intaining, competitive prices in this basic sector, the Committee would 
suggest that wide publicity should be ~ven to the ca~ty still remaining 
to be licenced so as to attract applicatiOns on competitive basis. The ap-
plications may be examined strictly on the basis of economy in capital 
costs, including foreign exchange components, BtDd unit cost of production, 
based on the techno-economic feasibility reports enclosed with the appli-
cations so as to license the mo!>t competitive and sound unit for produc-
tion. 

Reply or Govenment 
The recommendation has been noted. 
The suggestion about the publicity to be given to the .capacity still 

remaining has also been noted. It may, however, be mentioned that a 
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review. of the de~d for ~ steels is ~ing conducted by the National 
CouDcil for A~ Economic Research aDd further licensing will be taken 
up after. the receipt of the Report from the National Council for Applied 
EconoDUC Research. 

There are certain errors in the factual information reproduced in paras 
2.118, 2.121 and 2.124. These are as under:-

(a) para 2.118 : Some units ol the Alloy Steel Plant, Durgapur 
have alreaci1 gone into production, apd the re-
maining umts are likely to be commissioned in 
early 1968 instead of all the units going into pr0-
duction by the middle of 1967 as planned earlIer. 

(b) Para 2.121 : The capacity of Guest, Keen & Williams in the 
first sta~ mould be 16,000 ingot tannes aud 
31,000 Ingot tannes in the sccoad stage. 
The date 31st June, 1966 given under column 2 
against Mahindr~ Ugine should be in column 3. 

The word "years" in column 3 should be substituted 
by the word "stage.\". 
The words "beiag extended" shown against "V. 

Pandurangiah" should be shown against "Man In-
dustrial Corporation". 

(c) Para 2.124: DemBDd for electrical steel sheets is 1,80,000'ton-
Des and not 1,50,000 tonnes. 

[1\IUriItry of IndustriJJ/. Development &: Company ADairs (Department of 
IrtdustriJll Development) O.M. No. 4(l)/HR &: EC/67, dated 
Z6Ih March, 1968]. 

Rec:oIIIIDeDdatioD (SerIIIJ. No. 18, Para 2.159) 
It is well known that the development of nOD-ferrous metals is of vital 

importance m the various industries and the growth of national economy 
as thcee metals .are exteDsively used in several basic industries. According 
m United Nations Report OIl Science and Technology for Development: 
"For every ton of· steel, 40 lbs. of copper and similar quantity of lead and 
zinc would be necessary". The Committee are concerned to note that no 
serious attempt was made for the development of trOn-ferrous metals in the 
country during the first two Plan periods. Except Aluminium, DO targets 
of prOduction were fixed for any otber non-ferrous metals till the Third 
Plan.· Even during the Third Plan when targets of production were fixed 
in respect of these metals, there have been heavy shortfalls in achieving 
them. The result has been that large amounts in foreign exchange had to 
be spent in importing these metals during each Plan period, causing heavy 
drain on the scarce foreign exchange resources of the country. TIle value 
of imports of four prinCipal non-ferrous metals during Third Plan period 
was as lUlder : 

Aluminium 
C»pper 
Zinc 
Lead 

Value 
38.44 crores 

132.50 " 
41.22 ., 
18.96 .. 
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The Committee note that effective steps were not taken by some of the 
licensees in the Second and Third Plans to set up manufacturing units for 
Aluminium. As the Fourth Plan target implies more than 400% increase 
in production (i.e. from 81,000 tons to 3,30,000 tODS), Government should 
keep a close watch on the progress being made by licensees to set up new 
units or expand. thej existing ones, so that remedial measures may be taken 
without delay to obviate any shortfall in the achievement of target. 
The Committee also feel that the public undertaking. set up ror manufacture 
of. Aluminium should set the pace by taking expeditious action to develop 
the capacity at most competitive international rates. 'The Committee need 
bardly stress that as Aluminium is a basic important material it is impera-
tive that its cost and sale Fice are kept at level competitive with inter-
national price. The Committee have no doubt that the ""Ministry of Indus-
trial Development & Company Affairs and the Directorate General of 
Teclmical Development would pay special attention to the aspect. 

'I'bre Committee would also urge that effective steps are taken to CIlSure 
that the raw materials viz. anthracite, cryolite and aluminium fiuonce, etc. 
required in the production of aluminium which are at present imported, are 
also produced indigenously as early as possible. 

Reply of Goverameat 

(A) ~ of ahuniDla.m industry: 

The development of the aluminium industry is of great importance to 
our naUonal economy as this is the only non-ferrous metal for the develop-
ment of which adequate ore reserves, viz. bauxite, are available in Cadia. 
Because of its versatile qualities, aluminium is a good substitute far copper, 
zinc, etc. for which the country has to depend mainly OIl imports. In 1947, 
there were only two small aluminium smelters with a total capacity of about 
7,000 tonnes per annum. One of these was at Alwaye (Kerala) and the 
other at Asansol (West Benpl). FOr a decade after independence, the 
capacity for aluminium remamed almost stationery. It was in 1957 that 
proposals for expansion were made ao; it was found that demand for alumi-
nium was increasing. In view of the long period o( gestation, only olle 
project materialised during the Second Plan period, namely, 10,000 tonnes 
per annum new smelter at Hirakud (Orissa) bringing the total installed 
capacity to about 18,000 It'Ollnes per annum by the end of the Second Plan. 
The Third Plan initially envisaged a capacity of 88,500 tonnes and produc-
tion of 81,000 tannes by 1965-66. Installed capacity for aluminium went 
up to 88,300 toMes per annum by the end of the Third Plan. During 
1966-67, a further capacity of 25,000 tonnes pet annum was added bringing 
instal1ed capacity to 1,13,300 ,tonnes per annum. Production of aluminium 
metal durin!! 1967-68 is expected to be of the order of 1,00.000 tonnes as 
against 83,209 tonnes during 1966-67. 

The demand for aluminium has been increasing at a rapid rate a:ld 
the estimated demand of 1,80,000 ronnes per annum during 1967-68 is 
expected to go up to 3,30,000 tonnes per annum (including 30,000 tonnes 
per annum for export) by t 970-71 or early during the Fifth Plan period. 
With a view to acbieving self-sufficiency and to obviate imports of alumi-
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nium metal by the end of the Fourth Plan, the following schemes are under 
consideration/implementation :-

Private Sector Tonnes 
per 
annUM' 

J. Existing installed capaciy .. '."--" '-. ~], i i~j()o' -----------". --,,-----,-
1. Renukoot (U.P.) aluminium sme!tec- 60,000 Expansion licensed-likely to 

expansion. be completed by the end of 
the Fourth Plan. ' I 

3. Belaaum (Mysorc) aluminium smelter- ' ! 
new (i) 30,000 Licensed-likely to be completed': I 

(ii) 70,000 
by mid-1969." 

Letters of Intent issued for the,;1 
expansion to be reaJisedin' I 
two stages by the end of the 
Fourth Plan/early in the Fifth 
Plan. 

" 4. Mettul' (Madras) Aluminium smelter-
expan,i",l. 

lS,OOO First stale of 2,SOO tODllCS . 
per annum likely to be ready : 
during 1967-68 and remaininl 
12,500 lonnes per annum by 
end of 1969. 

PllbJlc &ctor 
S. Koyna (Maharashtra) aluminium project- 50,000 Likely to be ready in 1971. 

new. 
6. Korba (M.P.) aluminium project new . • 1,00,000 Likely to be commissioned in 

1971. • 

(B)Sapply of I'Mf __ .... : 

The Government bas constituted a Study Group in April, 1967, who 
wiD examine and report on the following :-

(i) Growth of aluminium industry in India during the Fourth IDd 
Fifth Plan periods; 

(ii) l'8quirements of the various raw materials (other than bauDte) 
for the industry during the two Plan periods; 

(iii) present availability of the raw materials from indigenous sources 
and import requirements; 

(iv) possibilities of augmenting supplies from indipous SOIlftD-' 
their present cost structure and investment (Including foreign 
exchange) required for new development schemes; and 

(v) the organisational set-up for distribution of raw materials aad; 
for assigning priorities for the same. 

The report of the Study Group is expected shortly. 

It will be observed from the above that all possible steps are beiag tabm: 
to iDcrease production of aluminium metal and to achieve seJf-sufticiency 
by the end of the Fourth Five Year Plan. A close watch is being kept OIl 
the progress being made by the licensees ro set· up new units or eXpand tht 
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existing ones, so that remedial measures may be taken without delay to 
obviate any shortfall in the achievement of the target. 
[Ministry of Industrial Development &: Company Affairs (Departmenl of 

Industrial Development) O.M. No. 4(1 )/HR &: EC/67, dated 
20th January, 1968]. 

Recommeudation (Serial No. 19, Para 2.160) 
The Committee are great~y concerned about th~ produc~ion prospects 

of other non-ferrous metals hke copper. lead and ZlDC.· It IS a sad lfODY 
that Government all these years left the development of zinc and lead, so 
useful for the country, to a private company (Metal Corporation of India). 
'Ibis company was allowed to send zinc concentrates to Japan and get it 
back refined as zinc sheets from Japan. No arrangements for smelting the 
,,'OIlcentrates were made within the country, with the result that there was 
huge drain on our foreign exchange. . 

With the growth of industrialisation, the need for these metals as also 
their alloys, is likely to grow considerably. The capacity and production 
targets for these metals for the Fourth Plan are far short of the estimated 
demand as wiD be seen from the following table:. 

Estimated Demand Production Tarlet 

Copper 
Zinc 
Lead 

1,80,000 tons 
1,17,000 tons 
1,26,000 tons 

37,500 tons 
38,000 tons 
4,300ton5 

It would be evident that even at the end of the Fourth Plan the eoontry 
will have to depend upon large imports of these basic metals which would' 
ift\'Olve a heavy drain on the foreign exchange resources of the country. 
Further the dependence on imports for these vital metals would tend to· 
create uncertainty in regard to the availability of these raw materials which 
are stated to be ill short 'Supply aU over the World. It is imperative that 
Government should lose no time to push through the schemes already in 
hand and also expedite geological surveys, etc. to locate deposits of non-
ferrous metals in the country. The Committee would also suggest that close 
coordination should be maintained between Government departments and 
the industry for maximising the production of these m~. 

Reply of Go.erDment 
(A) Copper: 

Requirement :-The requirements of copper in 197()"71 were estimated 
earlier at 2,50,000 tonnes. In view of the very high prices of copper com-
bined with the difficult supply position, more concentrated . efforts arc 
envisaged towards its substitution and the demand IS now estimated Ilt 
about 1,80,000 tonnes by 1970-71. 

Schemes and steps to increase the production of copper in the country 
are briefly indicated below: 

1. IndiaD Copper Corporation (Private Sedor): 
At present there is only one unit in the country engaged in the produc-

tion of copper; it is I.C.C. at Ghatsila, Distt. Singhbhum (Bihar). Their 
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production during 1966 was 9333 tonnes. The Company has been issued 
a licence in January, 1964 to set up a new Flash Smelter with a capacity 
of 16,560 tonnes of Blister copper metal per annum. In terms of the 
liCt.-'D.co issued to the finn in January, 1964 the plant was to be completed 
within a period of 24 months. Due to difficulties in arranging foreign 
exchange requirements of the project, the date for completion of the plant 
has been extended upto 31st December, 1969. They have been asked to 
,take steps to complete the project by that time. 

ll. The Goventment have prepared the following schemes for the 
production of copper in the Public Sector :-

(i) Khetri Copper Project :-The Government have now approved 
the development and exploitation of the Khetri copper deposits 
in Rajashan in the Public Sector. This project was assigned 
to the N.M.D.C. in March, 1961. The enlarged scope of the 
project envisages production of 31,000 tonnes of electrolytic 
grade of copper (21,000 toDnes from Khetri and 10,000 tonnes 
from Kolihan). The plant is expected to go into protJuction 
in 1970. 
It is esimated that by the end of the Fourth Five Year Plan 
period the availability of copper will be about 37,500 toanes 
(21,000 tonnes from Khetri and 16,500 tonnes from I.C.C.) 
metal against an estimated demand of 1,80,000 tonnes. 

(ii) Rakha Copper Project :-National Mineral Development Cor-
poration has prepared a scheme for the exploitation of Rakba 
copper deposits in Distt. Singhbbum in Bihar. It will take 
about 30 months to set up this mine and plant from the date 
of sanctioning of the project. It will produce concentrates 
which will yield 3,500 tonnes of copper per annum. The sChenle 
is under consideration of Government. 

(iii) Daribo Copper Project :-National Mineral Development Cor-
poration has also prepared a scheme for development of Daribo 
copper mines in Rajasthan. It will produce concentrates which 
will yield about 1,400 tonnes of copper per annum. The scheme 
is under consideratiOn of Government. 

(iv) Apigundala Copper Deposits in Andhra Pradesh :-The Ge0-
logical Survey of India has rocated promising copper lead 
deposits in Agnigundala in Andhra Pradesh. Indications are 
that it may tum out to be a major deposit of copper and lead. 

'(B) ZiIIc: 

The National Mineral Development Corporation is prepat"· 
ing a feasibility study for the systematic development and 
exploitation of the deposits. Steps to take up commercial 
exploitation of the deposits with foreign participation is also 
under consideration of Government. 

The Metal Corporation of India obtained in 1944 a mining lease for 
the lead-zinc deposit in Zawar area in Rajasth~ which was and continues 
10 be the only commercially workable lead-zinc deposit in the country. . 

By about 1953, the Corporation was producing about 200 tonncs of 
·ore per day from the Zawar Deposits. In that year they also established 
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a lead smelter at Tundoo in Bihar ror smelting the lead concentrates pro-
duced from the Zawar deposits. The zinc concentrates produced by the 
Corporation used to be sent to Japan for smelting on a toll basis. Govem-
mcmt have been insisting from as early as 1953 that the Corporation should 
establish a zinc smelter in the country to smelt zinc coru:entrates produced 
by it. In August, 1957, the Corporation came up with a proposal for the 
setting up of a zinc smelter of 15,000 tannes capacity. The necessary 
approvals were given towards the end of 1957 after obtaining Cabinet's 
approval. A formal industrial licence wa's granted on 6-1-1960 for the 
setting up of this smelter with 15,000 tonnes capacity and the recovery of 
correspoDding by-products. The planned capacity of the smelter was 
subsequently increased to 18,000 tonnes per annum with corresponding by-
products. 

Doe to its financial difficulties, the Corporation could not complete the 
project it had undertaJren. In view of this, and as lead and zinc are stra-
tegic metals of vital importance to the national economy, Government of 
India had to acquire the undertaking of the Metal Corporation of India 
so as to secure fti11 development of the deposits and expeditious completion 
of the construction of the zinc smelter. After the acquisition in October. 
1965, a Government Company, called Hindustan Zinc Ltd., was formed 
on 10-1-1966, ro own and manage the undertaking. 

Subsequent to the take over, energetic steps were taken to complete the 
project which was left balf-completed. The construction of the zinc smelter 
is complete and trial production has commenced in December, 1967. The 
rated capacity of 18,000 tonnes is expected to be attained in 1970-71. 

Simultanoously, steps are also being taken to prove additional, ore 
reserves in the area so as to increase the zinc metal rroduction to about 
40,0<10-50,000 tt>nnes per annum. The additiona production may 
materialise by the middle of the Fifth Plan. 

Intensive exploration for location of new deposits of zinc has also been 
undertaken. In the Fourth Plan period, it is proposed to take up 73 lead, 
zinc prospects for detailed investigation under a crash programme by the 
Geological Snrvey of India. It is too early to say whether these investiga-
tions will lead to discovery of sizeable mmeral deposits 'for production of 
additional zinc metal. In any case, the additional production from these 
new deposits can be expected only towards the end of the Fifth Plan period. 

In the private sector Mes'srs. Cominco Binani Zinc Ltd. have established 
a zinc smelter at Alwaye in Kerala of 20,000 tonnes capacity per annum. 
This smelter is based on imported zinc concentrates, till indigenous zinc 
concentrates become available. The trial production started in January. 
1967 and the licensed capacity is expected to be reached in the latter half 
of 1968. The company has applied for expanding the smelting capacity 
from 20,000 tonnes to 60,000 tonne!! per annum in two stages of 20,000 
tonnes each. This is under consideration of the Government. 

Even taking into account the expanded production of the Hindustan 
Zinc Limited and that of Messrs. Cominco Binani Zinc Ltd. smelter, there 
will still be a shortfall as compared to the requirements of the country. 
In this context, a proposal to set up a new zinc smelter of a capacity of 
30,000 toones per annum, based on the imported zinc concentrates, is under 
consideration. A decision in this respect is likely to be taken shortly. 
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(C) Lead: 

There is only one lead smelter in the country at Tundoo near Dhanbad 
in Bihar. This was previously under the management of the Metal Corpo-
fation of India and has now been taken over and is being managed by the 
Hindustan Zinc Limited. 'Ibis is a very old plant and its capacity is about 
5,400 tonnes per annum. This smelter is fed by the lead concentrates fr,)m 
Zawar mines. The present production is only about 2,600 tonnes, which is 
below the rated capacity. The shortfalls in production are attributed to 
the falling lead content of the ore extracted at Zawar. Efforts are being 
made to increase the production from the present level and bring upto the 
target of 5,400 tonnes from this smelter at the end of the Fourth Plan by 
importing lead concentrates, if possible. Depending on proving of further 
deposits in the Zawar area, the expansion of the smelter will be taken up 
at a later stage. 

It will be observed from the above that all possible efforts are being 
made to develop the known deposits of copper, lead and zinc in the country. 
With a view to accelerating the search for base metal deposits in the 
country, botb ground and air surveys are being undertaken, the details of 
which have been indicated in reply to recommendation No. 20. 
(Mininry of Industrial Development &: Company Affairs (Department of 

Industrial Development) O.M. No. 4(1)/HR &: EC/67, dated 
20th January, 1968]. 

R~dadoa (Serial No. 20, Para 2.1(1) 

The Committee regret to note that high priority was not given for the 
exploration, prospecting for the non-ferrous metals in the past. No sus-
tained efforts appear to have been made in locating and exploiting metal 
bearing belts in the country. The Committee however note that Govern-
ment have recently decided to carry out detailed and intensive surveys for 
finding out deposits of these ores in collaboration with foreign. countries. 
They would like to emphasise that no time should be ]ost in putting the 
schemes into operation and maximising efforts fOf the exploration of these 
vital metals particuJarly copper. It would be necessary to assess and exploit 
the natural resources of the country and to deveJop them expeditiously to 
meet the requirements of the industries in the country. Apart from this, 
greater attention should be paid to widen the scope of substitution of these 
scarce non-ferrous metals. In this connection, the Committee would also 
stress that every effort should be made to outline the vast potential field 
of application of aluminium in substitution for scarce non·ferrous metals 
e.g., copper, zinc, etc. 

The Committee note that some progress has already been made in this 
direction. However, in view of the scarcity of foreign exdlange which is 
likely to continue for quite a long time. the Committee would stress that 
greater emphasis should be placed on substituting imported metals by 
aJuminium where technically feasible. For this purpose COOtinuOlls studies 
should be made in collaboration with CSIR and other research institutioDs. 
1be policy of substitution should however, be coordinated aDd phased with 
the expansion in the production. of aluminium so as to avoid any dif6culties 
in the supply of aluminium itself. 
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Reply of Gena .... 
(A) Location and exploitation of meta/. bearing belts in the country: 

With a view to accelerating the search for base metal d~posits in the 
OOUDtry, a programme of Airborne Surveys over a few selected regions of 
~ country considered to be of promise, was drawn up with the assistance 
of the US AID. The scheme, inter aUa, contemplates introduction of 
modern techniques of aerial geophysical surveys for the first time in India 
to be followed by a quick geological and geophysical works on the ground 
and subsequent diamond drillin.8. This integrated programme is expected 
to rrovide valuable data on the mineral .potential of the selected areas with-
in :1 short period of 30 months and incidentally bring about a break-through 

., in our traditional and time-consuming methods of exploration. Under this 
programme a modem and well-equipped metallurgical, ore-dressing and 

., .chemical laboratory will also be built up which would goa Jong way in the 
successful utilisation of the vast mineral resources of the country. 

The first phase of the programme envisages carrying out Air Borne 
M1neral Surveys covering about 90,000 line kms. in the following areas : 

(i) Eastern Cuddapah Region in Andhra; 
(ii) Aravalli Region in Rajasthan; and 

(Hi) Bihar Mica Belt and Rauchi Plateau in Bihar. 
The total cost of the project is estimated about Rs. 4.5 crores including a 
foreign exchange component of Rs. 2.5 crores which will be met out of the 
US AID loan of the same amount for which an agreement has already 
been signed by the Government of India. 

Mis. Parsons COIporation of Los Angles together with their aIIIO-
ciates v~ .. Aero Service Corporation, were selected as the Prime Contractor 
aud sub-Contractor mainly on account of the superior instrumentation of 
Aero Service Corporation. The contract for undertaking this work by 
PIU'IODS Corporation was signed on 4th February, 1967. The flying opera-
tion was started on 19th July 1967 in Andbra Pradesh. The aerial survey 
is now in progress in Cuddapah region and already a little over 6,000 liDe 
Kms. haw been covered foHowing a ftight liDe mterval of 1 km. Tbis 
represents roughly 30% of the total geophysical flying to be carried out 
in tbat area. A number of interesting anomalies have been brought to 
nOtice which, no doubt, will have to be studied with the help of grouDd 
!JUtveys before any conclusions could be arrived at about their potentialities. 

In addition to the above progrllllUDe, the scheme for intensifying investi-
gations for base metals, envisaging geological work on 234 prospects carry-
ing out detailed exploration iDeluding drilling of 3,80,000 ms. and miDiDg 
50,850 ms. as recommended by a Panel of Experts is also being processed. 
The total expenditure on this scheme is estimated at Rs. 12 crores with 
bcign exchange component of Rs. 3 crores. Meanwhile, the Director 
General, Gcological Survey of India has deployed about 100 drills on base 
metal investigations from within the existing capacity. The scheme is 
expected to be put into full operation after the receipt of equipment from 
Canada under Canadian Development Loan Agreement. 

(B) SUbSlitution of non-ferrous I'Mtais by aluminium: 
The programme of substitution of non-ferrous metals by aluminium was 

initiated during 1962-63 and a substantial progress has been achieved parti-
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cu1arly in the cable industry aDd other fields. The details of the substitu-
tion so far achieved are given below:-

I. Substitution oj COpper by aluminium in the electrical industry: 
(a) Cable and wire industry : 

(iJ All high and low tension overhead liDes are now of ACSR aod 
all aluminium conductor and no copper is being used at all for 
this purpose. 

(il) Since April, 1962, all underground cables aDd VIR and PVC 
cables of sizes 7/044" and above have been substituted by 
aluminium. 

(iii) All the &ius of VIR aDd PVC cables have been substituted ~T 
aluminium with effect from 1st January, 1965. There would, 
however, be special types of cables such as 1lcxible, coatrol 
cables, mining cables and switch-board wires, which will COD-
tinue to be manufactured in copper, as substitution by alumi-
nium in these types is not yet considered technically feasible. 

(iv) In the case of railway signalling dables, the Railway Board 
have been experimenting to replace copper by aluminium. The 
experiments, however, are not yet successful. They will, 
therefore, continue with copper as CODductor material till sab-
stitution by aluminium is found technically feasible. However, 
the use of load on these cables would be minimised. by adopting 
aluminium screening over the copper cables. 

(v) All sizes of cables including t;be smaller sizes are now made 
with aluminium only. A ban on the usc of copper has been 
enforced by endorsing the import licences. .. 

(b) Electric motor industry : 
A Dumber of motor manufacturers have already started. using die-cast 

aluminium rotors in place of raters with copper strips. Aluminium die-cast 
rotors ate now restrica:d to motors of smaller ranges only. The manufac-·. 
turers are in the process of extending the changeover to higher ranges. 

(c) Lamp caps and bus bars industry : 
(i) lAmp Caps: No copper is being allowed for the manufacture 

of lamp caps and these are now manufactured from aluminium 
strips of indigenous origin. 

(ii) Bus bars: Substitution of topper on bus bars have been 
achieved to a considerable extent. A considerable amount of 
copper was used for making bus bars for eluminium industry. 
This has been completely changed over to aluminium. The 
bus bars in the switch gear industry have also now changed 
over to aluminium. 

II. Subl·titution of copper, tin and nickel in the coinage and other industries: 
(i) The Government mints have switched over to aluminium alloy· 

for minting 1 paise, 2 paisa, 3 paisa and 5 paisa coins in .place 
of copper and cupra-nickel which have been imported so far. 
During 1966-67 the amount of aluminium allocated to mints 
have been estimated at 3,000 tonnes of aluminium for mintmg' 
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the above coins and a provision has already been made to 
supply the above quantity of indigenous aluminium to the mints. 

(ii) ElIorts are also being made to develop aluminium base bearings 
aUoys suitable to replace bronze (copper and tin) bearing 
metals. Messrs. Eyre Smelting Pvt. Ltd. have been able to 
develop such alloys and these have now been offered to various 
engineering industries for commercial trials. 

(iii) Experiments are also being made to replace bronze bearillgs 
by S: G. iron. castings, and the Railways are already experi-
mentmg on this. 

III. Substitution of Copper used lor hardware fittings for buldings, construc­
tion etc. 

(i) Government had restricted import of copper and zinc in favour 
of fum engaged in the manufacture of doors, windows and other 
hardwares since 1962. The allocation of copper to these units 
has been completely stopped since April 1964. 

(iii Substitution of copper in the utensil industry: No allocation 
of copper or Zinc is being made to the utensil industry. 

IV. Substitution of lead by PVC for sheathing of power cables: 

A Suh Committee of the Development Council for Hea~ Electrical 
Industries has studied the problem of substituting lead sheathmg of power 
cables by PVC sheathing. The PVC sheathing in place of lead has been 
,entbrced up to lot. KV cables with effect from 1967-68 period and the 
Government havo considered to extend the change over to cables for higher 
voltages also and a target date has been fixed for the ehanie over up to 
11 KV in PVC with effect from July, 1969. This change over will result 
into a saving of Rs. 8 crores of lead per year. 

V. Subltil!lti~inc: 
(i) Alumillising 0/ ACSR core wire: TIle Development Council for 

Non-Ferrous Metals and Alloys had studied the problem of 
aluminising ACSR core wire instead of galvanising. 1t has 
been recommended by the Council that aluminising of ACSR 
core wire is technically feasible and economically adopbble. 
The aluminising of steel wire and sheets is also being under-
taken. 

(ii) A luminising of buckets and other hUrciw,ll'e and /lII"1UI(.'C com­
ponents : 
The National Metallurgical Laboratory have developed a pro-
cess for aluminising of buckets instead of galvanising. The 
industry however has not taken to this process due to various 
difficulties. The foreign cxc.hange allowed for. import of zinc 
for manufacture of bucket .. IS very much restrIcted. 

VI. Substitution in other fieilis : 
The possibilities of substitution of copper and brass i~ other f?elds like 

air conditioning refrigeration and fastener mdustry are bemg exammed. In 
the drug industry, the use of pure tin metal for collapsible tubes has been 
6LSS/6S-3 
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~i.'lcontinued by most of the manufacturers and aluminium is being used in 
Its place. 

It will be observed from the above that every possible effort is being 
made to explore the potential field of application of aluminium in substitu-
tion for scarce non-ferrous metals e.g., copper, zinc, etc. 
[Ministry of Industrial Development & Company Affairs (Department of 

Industrial Development) O.M. No. 4(l)/HR & EC/67, dated 
20th January, 1968]. 

Recommendation (Serial No. 21, Para 2.162) 
The Committee would like Government to keep Parliament informed 

every six months about the progress made in the exploration, prospecting, 
development and production of non-ferrous metals in the country. 

Reply of Government 

The recommendation of the Committee has been noted. The progress 
SG far made in the exploration, prospecting, development and production of 
non-ferrous metals has been indicated in the notes submitted for the Com-
mittee in reply to their recommendations Nos. 18, 19 and 20. 

As desired by the Committee, six-monthly progress reports will hereafter 
be submitted for the information of Parliament. 
[Ministry of Industrial Development & Company Affairs (Department of 

Industrial Development) O.M. No. 4(l)/HR & EC/67, dated 
20th January, 1968]. 

Reeonunendation (Serial No. 22, Para 2.198) • 

The Committee are greatly perturbed at the successive shortfalls in the 
production of fertilizers as compared to the targets laid down in the three 
Plans. While production during the Fi~t Plan was about 80 pescent of the 
target fixed, it dropped down to 34 per cent during the Second Plan and. 
further came down to only 29 per cent of the target during the Third Plan. 
The non-fulfilment of the targets during the Second Plan and Third Plan 
was due to the failure of both the public and private sectors in not progress-
sing with the implementation of the schemes satisfactDrily. It is regretable 
that while the private sector was expected to create capacity for the pro-
duction of 6.35 lath tons of nitrogen at the end of the Third Plan on one 
of the projects, approved for it, made any headway during that period. Out 
of the 10 schemes, 5 schemes aggregating to as much as 2.82 lakhs tonnes 
were dropped either by the parties concerned or their licences were revoked 
after period ranging from one to four years. No work appears to have been 
started on the other two schemes, aggregatin~ 1.161 lakh tonnes. In respect 
of the other two projects, with a capacity of 1.76 lakh tonnes, only construc-
tion work was started and the projectc; are expected to be completed during 
the Fourth Plan. 

Apart from the non-fulfilment of the targets, what is more regrettable 
is that even the installed capacity. both during the St-.cond Plan and Third 
Plan p!riods on which heavy capital expenditure including considerable 
foreign exchange had been incurred. remained largely unutilised. as 
prodllction amounted to about 40 per cent Of the installed capacity. The 



27 

underuti.lisation of capacity arose, inter aUa, on account of nOD availability 
of raw maflerials and feedstocks during both the Plan period. The shortage 
of electric power and the DOD-availability of good quality ooal which affected 
the production Of PACI' and Sindri Plan respectively during the Second 
Plan period, continued to persist during the Third Plan period also. Further 
the production at Rourkiela Plant is! much below its installed capacity and 
has ranged between 25 to 40 per cent of capacity mainly on account Of nOD-
availability of coke over gas. The Trombay factory which was commissioned 
in November, 1965 has also not yet attained its rated capacity and is 
experiencing serious troubles mostly on account of the defects in the equip-
ment designed and supplied by Chemical and Industrial Corporation of 
United States for the nitro-phosphate section of the plant on, a tum-key 
basis. The production at the N angal Factory also suffered due to shortage 
of electric power. All these indicate defective planning and failure to take 
adeqpate timely measures to ensure s= of raw material and feed-stock 
to these factories. The shortfalls in ction of fertilizers resulted not 
only in heavy imports Of fertilizers during the three Plan periods, but also 
heavy imports of food amounting to Rs. 2,300 crores during the same 
period, whose production in the country could have been considerably 
stepped up by making chemicals fertilizers available to the agriculturists and 
farmers. Viewed against the background of the statement made by the 
Minister Of Petroleum and Chemicals in the Rajya Sabha in August, 1965 
that "What we spend in one year on the import Of fertilizers is enough for 
putting up 3 fertili2ier plants in the country each with a capacity of 2 laths 
tonnes" and that by investing Rs. 13 erores in a fertilizer plant, we can 
save every year foreign exchange of Rs. 26 crores in terms of imported 
fertilizers or Rs. 78 crones in teons of imported foodgrains". it is obvious 
that the urgency of S'etting up fertilizer plants in the country which has been 
beset with recurring food shortages and growing popuiation, w_as not fully 
realised. Even if a part of the foreign excnange which was spent in. impart-
ing foodgrains and fertilizers had been spared for setting up the fertilizer-
plants, it would have been possible to achieve the targets. 

The Committee also consider that as fertilizer industry is regulating by 
industrial licensing, it was for Government to ensure that all those who are 
issued the liceoces take effective measures in time to set up the capacity for 
manufacture of fertilizer and to reach targetted production. It is a matter 
Of deep regret that the public sector which should have given a lead in this 
matter, bas itself lagged behind in production and that the private sector 
made little headway in setting up fertilizer plants. The Committee note that 
Government have now set up a high-powered commihee of Secretaries to 
process all matters pertaining to the setting up of fertilizer pl~ts so as to 
ensure expeditiouS' clearance and implementation. The ~ittee feel that 
if these measures had been taken in the Second Plan or even in the beginning 
of the Third Five Year Plan, the critical position reached in the matter of 
availability Of fertilizers could have been largely obviated. They have no 
doubt that the high-powered committee of Secretaries must have made a 
detailed case study of the various factors whic.h had impeded the setting up 
of the fertilizer plants as per plan target41 and licences issued so as to ensure 
that these handicaps do not hold up the progress Of the new ventures. 

In view of the fact that the target for the Fourth Plan constitutes 240 
percent increase over the capacity installed in the Third Plan, the Committee 
would stress that DO time should be 10S't in finalising and executing th,. 
schemes for achieving the additional production. 
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The Committee note that the last date for the finalisation. of applicatioDs 
for the foneign collaboration on Jiberalised tc?rms has DOW h!?en extended 
upto 31st December. 1967. The Committee have DO doubt that Govern-
meat would carefully examine the question of foreigli collaborations naving 
regard to the State of development of engin£.ering and design organisationS' 
of Fertilizers Corporation of India and FAcr the need for achieving self-
sufliciency in fertilizers at an early date to meet the agricultural requirement 
and the imperative necessity of producing the fertilizers at economic and 
competitive price~ so as to encourage their use on a wide scale in the interest 
of larger production. 

Reply of Gov ....... 

The Committee had recommenddd inter-alia that no time should be lost 
in finalising and executing schemes for achieving the additional production 
for reaching the target of production for the Fourth Plan. The recommen-
dations of the Committee has been noted and Government of India have 
taken the ,following steps to increase production of fertilizers in the Fouth 
Plan p:riod. 

With the commissioning of the Namrup fertilizer project, now under 
way, the installed capacity of nitrogen production in the country, will go 
upto 894,000 tonnes of nitrogen. 

Five otlter projects, 11IJl1e!y Durgapur, Cochin, Kota, FACf-4th Stage 
Expansion and Gujarat Expansion aU in various' stages of construction will 
togeth:radd a further capacity of 576,000 tonnes of ~trogen in 1969-70. 

With the Madras and Kanpur plants having ~ instanee!' capacity of 
190.000 toDnes aad 200,000 tonncs respectively and with the completion 
of the Namrup Expansion (152,000) and Barauni fertilizer projeCts for 
wbicb orders for supply for plant and machinery have already bOOn placed, 
the further installed capacity by 1970-71 will he 6~4.000 tonnes. 

This makes a total of 2,164,000 tonnes in all firmly under implementa,-
tion. 

In addition, licencefletters of int.:nt have been issued for the establish-
ment of fertilizer projects in the following locations : 

(i) Goa 
(ii) Maharuhtra 

(iii) Kandla 
(iv) Expansion of Vizag. 
(v) Ghaziabad 

(vi) Mirzapur 

160,000 tonnes at N. 
90,000 " 
~lS,OOO .. 
155,000 ., 
160,000 ,. 
160,000 ., 

'The expansion of the Trombay Fertilizer Factory for an additional capa-
city of 229,000 toones of nitrogen has also been approved. 'The above will 
add a further capacity of 1.169 million tonnes of nitrogen. 

It is' expected that the country would be se1f-suffi.ci~nt in fertilizer pro-
duction by 1972-73. 

The Committee had also recommended that the Government should 
carefully examine the question of foreign collaborations having regard to the 
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state of development of eagiDeering and design organisations of fertilizer 
Corporation 0( FACI', the need for achieving self-sufficiency in fertilizers at 
an early date to meet the agricultural reqUirements and the imperative 
necessity of producing fertiIize~ at economic and competitive prices so as 
to encourage their u~ on a wide scale in the interest Of larger production. 

Government is already funy utilising the Engineering and Desigping 
facilities available in Fertilizer Corporation of India and Fertilizers and 
Cbemicals TravaJlCOre Ltd. The Cochin, Durgapur, Barauni and Namrup 
Expansion Schemes are being implemented with the designing and cngiJleer-
ing facilities available with Fertilizer Corporation of India and Fertilizers and 
Otcmicals Travancoro Limited. 

Government is aware of the need to produce fertilizers at economic and 
competitive prices. In fact, the new fertilizer plants that ara under construc-
tion arc bas¢ on the latest technology, and are using naphtha as raw 
materials as a low investment cost. The large size of the plants and the pro-
duction of urea which is a high nutrient fertilizer wi1l alS'O reduce the costs. 
As a result of these measures it should b: possible to bring about a reduc-
tion in the prices of f~rtilizers. 
[Millistry of Industrial Development & Company ADairs (Department 01 

Industrial Development) O.M. No. 4(1 )/HR & EC/67, dated 
20th January, 1968]. 

Comments of the Committee 

Government may communicate in due course the steps' tilken to utilise 
the idle capacity in the fertiliser plants . 

• 
Recommendation (Serial No. 23, Para 2.199) 

The Committee need hardly stress that urgent and effective measures 
should be taloon by Government to arrange the availability of raw material 
and feedstock to the existing fertilizer plants so as to ensure that the capa-
city for the production of fertilizerS installed in the country is fully utiUsed. 
They would, however, Jik.e to emphasise that before granting licences for the 
setting up Of new units for production of fertilizers, Government should 
~atisfy itself that the raw material and feed-stock required for that particular 
lmit would be fully made available so that the present situation in which the 
installed capacity has remained largely un-utilis'ed for want of them does 
not arise in future. 

Reply of Government 

The recommendation has been noted. 
In licensing ~w schemes, Government always ensure whether the raw 

material required for the project is available in adequate quantities. Wher-
her there is likely to be a shortage of raw material, imports are beinp; 
allowed. An example is the import of liqUid ammonia for production of 
fertilizers in view of the aprehended shortage of naphtha after some YCaIS. 

[MiniStry of Industrial Development &: Company Affairs (Deparlm£nt 0/ 
Indu.rtrial Development) O.M. No. 4(1)/HR. & EC/67, dIlted 
20fTl January. 1968}. 
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ComPWllls of the ColUliUee 
The Committee may be informed of the utilisation of capacity in the new 

fertilizer plants in due course. 

ReeolllJlleDdatioa (Serial No. 24, Para l.206) 
The Committee are concerned at the high cost of production Of urea at 

the older plants, viz., Sindri and Trombay. While some Of this may be due 
to the old technology used in these plants, the Committee feel that thO Don-
utilisation of the full capacity of th£se plants is als!o partly respoasible for 
it. The Committee are glad that in th~ new factories at Durgapur and 
Cochin the cost of production will come down substantially due to the 
larger capacity ~f these plants as well as the adoption Of th~ latest techno-
logy. The Committee cannot over-emphasise the need for bringing dOWlJ 
the cost of productioD in this indBstry which is vital to' food producion. They 
would urge that constant efforts should be made to bring down the cost of 
production in the CI01Jatry at par with the cost of production in other 
countries. They would like to point out that in comparing iDtemational 
costs. at least the f.o.b. cost should be taken into account and not the c.i.f. 
price. 

Reply of Go'ftftmeat 
The recommendation has been noted. 

[Ministry of Industrial Development &: Company ADmrs (Department of 
Industrial Development) O.M. No. 4(l)/HR &: EC/67, d4ted 
20th lanlltry, 1?68]. 

Comments of tbe Coaunittee 
Government may communicate the s1i:ps taken to reduce costs"in due 

COUI'S'e. 

Recommendation (Serial No. 26, Para 2.211) 
The Committee. are glad to note that the know-how developed indi-

genously in the matter of fertilizer technology is now being utilised by 
Government. They have no doubt that with the expericuce gained as a 
result of designing and erectin~ the two plants at Durgapur and Cochin. the 
Planning and Designing OrganIsations of the Fertilizer Corporation of India 
and the FAcr, would playa greater role and would be able to t'!lke over the 
entire responsibility of! designing and engineering at least two fertilizer plants 
a year with the know-how develop:d by them or acquired and purchased 
from foreign countries. The Committee would like to emphasise that the 
Government should plan their f~rtilizer programme in such a way that these 
organisations are given work on a continuous basiS'. Since the process design 
and engineering sections of these organisations will be comparatively free from 
the first quarter of 1967, Government should ensure that the capabilities 
developed by these technical organisations are fully utilised thereafter in 
putting up fertilizer pJant~ in the country based· on modem technology. It 
hardly needs to be stressed that the utilisation of the indigenous know-bow 
in thiS vital sector would not only saVt! coasiderable foreign exchange on 
design, engineering and know-how expenses, but would also result in maxi-
mum utilisation of the indigenous fabrication facilities for equipment. It 
would provide the much needed encouragement to the indigenous talent and 
would also conselVe and fructify the valuable experience that the Indian 
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experts would gain by shoulderin~ the responsibility of oosigning, planning 
and engineering the fertiliser projects. In this connection the CommiUee 
would also like to point out that in allowing Joreign collaboration agreements 
for the setting up of fertilizer plants in the country, due cODSic:ieration 
should be given to the utilisation of capabilities of these organisations as 
otherwise the indi~nous know-how developed so a.o;siduously by them in this 
vital industry would remain unutilised. The Committee have no doubt that 
the Design Organisations of Ithe FACf and Fertilizer Corporation of India 
would in course of time become fully self-reliant for providing consultmcy 
services for fertilizer plants not only for the country but for oth~r neighbour-
ing countries also. 

Reply of Govel'lUllellt 
Government is at present fully utilising the Design and Engineering 

Organisations. of FCI and FACf. Four schemes/prOjects viz., Durgapur, 
Cochin, Barauni and Namrup Expansion are being executed with the assis-
tance of these organisations. Wh~rever possible, both the organisations are 
encouraged to provide consultancy services in India as well as abroad. 
·Generally speaking, foreign collaboration cases are approved only where the 
entire foreign exchange required is arrengcd by the foreign collaborator. 

The recommendation of the Committee will be kept in view in examining 
the foreign collaboration proposals. 
{Ministry of Industrial Development & Company Affairs (Department of 

Industrial Development) O.M. No. 4(l)/HRI &: EC/67, dated 
20th January, 1968]. 

Reconuneadation (Serial No. 27, Para 2.224) 
The Committee are greatly perturbed at the shortfalls in the production 

of automobiles as compared to the targets laid down ID the Plans. They note 
that the production of cars and commercial vehicles during the First and 
Second Plans was about 77 % and 91 % respectively of the targets fixed in 
the respective Plans. The position however, worsened during th~ Third Plan 
when the production of cars, commercial vehicles and jeeps dropped to 
about 63 'ii, of the target laid down in the Plan. The reasons for these short-
falls are stated to be the sbortage of foreign exchange for both the import 
of the required capital machinery and the import of components. The Com-
mittee suggest that a phased programme should be prescribed for achieving 
cent percent indi~nous content Of each type of vehicle so that the licensed/ 
installed capacity is utilised to th; fuJI at the earliest. 

Reply of Government 
With the intensive efforts being made by the automobile manufacturers 

and tllC- rapid development 0( the automobile ancillary industry, the indi-
genous content of the vehicleS' manufactured in the country is progressively 
going up. The indigenous content of the various type9 of vehicles manufac-
tured in the country is as follows :-

(a) Car's 

(i) Ambassador 
(ii) Fiat 
(iii) Standard 

Pre\-ent indigenous content 

95.00 
97.54 
88.85 
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(b) Jeeps 

(c) Commercial Vehicles 

(i) Tata Mercedes Benz Truck 
(ii) Leyland 'Comet' Truck 
(iii) Dodge Truck 
(iv) Bedford Truck 
(v) Standard 1 ton Truck 
(vi) Tempo 3-wheeler 

(vii) Viking 4-wheclcr 
(viii) Jeep truck 

92.93 

93.00 
89.05 
94.09 
84.00 
84.00 
92.00 
78.70 
78.20 

Generally. speaking, almost all the major items such as engines, gear 
boxes, transmission, chassis members, body panels, electrical items, wheel8, 
pistons, Clutches, brakes, etc. are now manufactured indigenously. The 
items which are still being imported include special bearings, stooring gears, 
special fasteners, axle tubes, carburettors, fuel pumps, bundy tubings, ther-
mostats, etc. Manufacturing capacity has already been licensed for these 
itcm~ also. 

Government are continuously keeping a close watch on the performance 
of the automobile manufacturers in achieving 100% indigenous content. 
With this ob.iect in view, meetings are held periodically, under the aegis of 
this Ministry, with the main automobile manufacturers and the automobil.e 
ancillary manufacturers. At these meetings the main manufacturer~ are 
brought face to face with the ancillary manufacturers so that any impedi-
ments in the way of rapid import substitution are removed on the spot, if 
possible. It is expected that, with the efforts being made by the Government 
and the in~ustry, it may be possible to attain almost 100% indigenou!'l 
content in vehicles under :t'roduction in the country by thc end of the IVth 
Five Year Plan. 
[Ministry of Industrial Development & Company Affairs (Department (}j 

Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
20th January, 1968]. 

Recommendation (Serial No. 29, Para 2.229) 

The Committee understand that Government are taking steps for the 
manufacture of small car in the country and in that connection arc holding 
c)tploratory talks with various parties. The Committee hope that Govern-
ment would expeditiously examine this question and come to an early 
decision. 

Reply of Government 

Government are vigorously pursuing the question of establishment of an 
additional unit in the country for the manufacture of a low cost car. Parties 
who had shown interest in this project have been requested to furnish com-
plete details of their schemes as per a proforma questionnaire sent to theUl. 
Th.e matter will he pursued further after all the replies. to the questionnaire 
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have come in. Government hope to take a final decision in the matter in 
the course of next 3 to 4 months. 
{Ministry of Industrial Development & Company Affair.'Y (Department of 

Industrial DevelopP11tNZt) O.M. No. 4(l)/HR &: EC/67, dJ1ted 
20th January, 1968] 

ConuaeDts of the Committee 
Government may communicate the final decision taken in the matter in 

doc c.ourse. 

Recommendation (SI. No. 3%, Para 3.%%) 
The Commitlee attach greatest importance to the maintenance of proper 

records by the Coordination and Licencing Progress Section and sec no 
it!t'son why it should not be possible for this section to prepare a compr~hcn­
stye statement showing details of the pending cases and the reasons therefor. 
The Licensing Committee should carefully scrutinise this statement and 
;;.ivc spcciiic directioD.... as necessary to expedite processing of the pending 
application. The Committee need hardly stress that time is tile essence of 
the mattcr and the Government procedure should be imbued with a sense 
of urgency and purpose so as to inspire confidcnce in the applicants and 
dispd widespread belief that it is necessary to havc contact men to watch 
their brief or follow up their applications. 

Reply of Govenment 
The recommendation has been noted and is accepted. Arrangements 

~u'e bcin~ made to strengthen the Co-ordination and Licensing Progress 
S·;:.ction. ~f necessary. and to ensure that the records are properly maintained 
~tnd put lip to the Licensing Committee, as envisaged in the relevant orders 
already ;n existence. 
[Ministry of Industrial Development & Company Affairs (Department of 

Industrial Development) O.M. No. 4(l)/HR &: EC/67, dated 
20th "mue/f)'. 1968]. 

Recommendation (Serial No. 34, Para 3.35) 
The Committee hope that the decision of Government to review indus-

trial policy at intervals of one year instead of six months would enable the 
. ciltreprcneurs to plan and programme their schemes/projects better. The 
Committee would, however, like the Government to keep in view the recom-
mendation of the Study Team on D.G.T.D. that "This should not, how-
ever. preclude a review of the policy every six months or in strategic indus-
tries even more frequently, the changes, if any, arising out of such reviews 
being made known through a public notice. It is also our considered view 
that sHch changes during the currency of the licensing policy enunciated for 
:1 purticular year should be more an exception thun the rulc". 

Reply of Government 
The Government have noted the recommendation. 
As regards the recommendation that annual review should not precludc 

a review of the policy every six months or in strategic industries even more 
frequently. it may be pointed out that this is already being done as and 
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when considered necessary. Any change in the policy is given wide pub· 
licity through the Press and the State Governments. 
[Ministry of Industrial Del'e/opment &: Company Affairs (Department 01 

Industrial Development) O.M. No. 4(1)/HR &: EC/67. dated 
20th January, 1968]. 

Recommendation (Serial No. 35, Para 3.38) 
The Committee would urge that full use should be made ot the opportu· 

nity provided by the annual review to evaluate not only the progress made 
in issuing licences on paper but to relate them specifically to the progress 
made in the field by various units to reach production, their interliokage and 
effect on other sectors and above all the general health and growth of 
national economy. The Committee need hardly stress that industrial liccDs· 
iog should be used as an effective instrument for channelising scarce 
resources of investment and foreign exchange into directions which would 
help to meet the challenge of the developing economy instead of merely 
keepiog the sights glued to the targets laid down in the Plan. 

Reply of GovemmeDt 
The recommendation has been noted and it is proposed to make the 

annual review of licensing more purposeful. 
[Ministry 0/ Industrial Development d: Company Affairs (Department 

01 Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
9th February 1968] 

Recommendation (SL No. 36, Para 3.43) 

The Committee consider that the categorisation of indu:.trics in the 
merit/banned bsts should inter..alia take ioto consideration the production 
targets laid down in the Five Year Plan, total capacity licensed and the 
existing installed capacity. They agree with the views of the Study Team 
on D.G.T.D. that "the only possible way of taking care of the situation would 
be to pay particular attention at the time of the periodical review of the 
policy' to those industries where there is already under·utili.;ation due to 
paucIty of foreign exchange or shortage of raw material~ the aim should 
be to ensure that ordinarily no new capacity is encouraged in these indus-
tries unless the existing capacities are utilised up to an optimum level to 
be determined for each industry on the bac;is of the forec~t of resources 
that would become available at a future date and the gestation poriOd for 
the setting up of new capacities". 

The Committee would also urge that there should be no delay in the 
issue of banned list which should be published just before the beginning 
of the period to which it pertains. 

Reply of Government 
Government have noted the recommendation. 

[Ministry of Industriol Development & Compony Affairs (Deportment 
01 Industrial Development) O.M. No. 4(l)/HR & ECI", dated 
26th March, 1968]. 
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RecolllJDelHlatioa (SI. No. 37, p ... 3.52) 
The Committee welcome the simplification and rationalisation of regis-

tration procedure announced by the GovemlD4'nt recently. 
The Committee suggest that registration of all industrial undertakings 

jrres~tive of the fact that they fall in the small or large scale sectors, or 
they are scheduled or non-scheduled industries, should be strictly adhered 
to by the appropriate authorities as such a measure would provide rc&dy and 
reliable data for workin~ out the requirements of foreign exchange and 
scarce raw materials/mamtenance goods as also their allocation according 
to their needs and availability. The Committee have already recommeDded 
in their 105th Repon (Third Lok Sabha) for the compulsory registration 
of small scale units and have desired that ''That procedure for registration 
should be shorn of all un-necessary fonnalities and made simple and busi-
ness-like so that the units do not feel any difficulty or he.iltalion in com-
plying with the requirements." 

j 
Reply of Governmeat 

In the large scale sector, industrial units engaged in the industries iR-
eluded in the First Schedule to the Industries (Development and Regula-
tion) Act, 1951, and having fixed assets above Rs. 25 lakhs are governed 
by the Jiccnsing provisions of the said Act. Those with fixed assets up to 
Rs. 25 lakhs have been exempted from the licensing provisions of the Act 
but are required to be registered with the appropriate Central Government 
agency unlers they are small scale units. This registration is e'lsentia] for 
those requiring foreign exchange and/or raw materials subject to distribu-
tion control. Unless such units are registered, no assistance is extended to 
them CJoQ in their own interest, when they feel that they need such assistance, 
they register themselves readily and voluntarily. But this pressure for 
getting themselves registelI'ed is absent in the case of those who do not 
require any Government assistance. 

In the non-scheduled sector a18o, all units which arc not classified as 
small scale umts B1'e required to be registered with the Cent;al Government 
agencies. Here again, the pressure for registration is present only in those 
cases where foreign exchange expenditure or scarce raw material allocation 
are needec. Those who do not need such assistance do 110t W('Try about 
getting themselves registered. 

From the above facts, it would be seen that, in so far as large scale or 
the medium ~cale SectOB are concerned, the registration procedure is ade-
quate for the purpose of providing ready and reliable data for working out 
the requirements of foreign exchange and scarce raw materials/maintenance 
goods as also their allocation according to their needs and availability. 

As regarns compulsory registration of small scale industrial units, it 
may be mentioned that they get themselves registered with the State Direc-
tors or lndustries if they need raw material or any other ussistance. But 
if they do not need any such assistance from the Government, there is no 
compulsililD for them to get themselves registered. Under the Factories Act, 
1948, however, all small scale units employing 10 or more workers with 
power and 20 or more workers without power are registercd with the Chief 
Inspector of Factories. A proposal for collecting statistics from the sector 
of industrial units not registered under the Factories Act on a statutory basis, 
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by :m amendment of Collection of Statistics Act, 19S3, is also under con-
sideration of Govel'DJDent. 
[Ministry of Industrial Development &: Company AfJairs (Department of 

Industrial Development) O.M. No. 4(1)/HR &: EC/67. dated 
27th May, 1968]. 

Commeats of the CollURittee 
Government may communicate the final decision taken in the matter in 

due cours,". 

Recommendation (SI. No. 41, Para 3.74) 
While the Committee note that as a result of the implementation of the 

recommendations of the Industries Development Procedure Committee the 
time taken in the processing of applications for industrial licet1'Sing has come 
down from over 6 months i.e. 180 days to nearly 145 days; they, however. 
consider that even the period of 145 days in still on the high side. 'Ihe 
Committee cannot but strongly urge that constant endeavours should be 
made to bring down the period at least to the level of the time table (70 
days in the; case of, more simple cases and about 100 days in others) sug-
gested by the Study Team on D.G.T.D. as a result of their case study. 
They have a feeling that if the records are kept properly and upto date and 
the movement of the applications is closely watched, it should not be difficult 
to achieve the desired results. 

Reply of Government 
The recommendation has been noted. Every effon will be made'to 

speed up the disposal of applications. 
[Ministry of Industrial Development &: Company AfJoirs (Department of 

Industrial Development) O.M. No. 4(1)/HR &: EC/67, dated 
26th March, 1968]. 

Comments of the Committee 
Government may communicate the specific steps taken to reduce the 

time-lag in the processing of app1ications for industrial licences in due 
course. 

Recommendation (Serial No. 42, Para No. 3.82) 
The Committee are concerned to note that there have been considerable 

delays in the licensees takin!?: effective steps to start production after the 
grant of industrial licence. They particularly note that delays over 9 months 
have occurred in a very large number of cases i.e. 988 cases in 1965 and 
711 cases in 1966 (upto October, 1966). The Committee consider that 
the time taken in establishing production is the essence of the matter, as 
time lag or shortfall in prodUction in one sector is apt to have adverse inter-
sectorial impact on targets and production in other related sectors. The 
Committee therefore, stress that Government should keep a careful watch to 
ensure that effective steps viz. placing a finn order for supply of substd.ntlal 
part of the plant and machinery required for the undertaking, are taken by 
licensee well in time after the grant of licences. Government may also 
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consider as to what measures can be taken ta facilitate the task of a licensee 
in getting power, scarce building materails like steel, cement etc. for setting 
ap the inaustrial unit. The Committee also commend the suggestion made 
by the Study Team of D.G.T.D. that registration of uni~ should be doDe 
only after the licensee has opened a letter of credit for a 'Substantial portion 
of the machinery to be imported on Capital Goods Licence. 

Reply of Govemment 
Thc recommendation has been noted by Government. 

The Industries Development Procedure Committee had also in its Report 
observed that in a large number of cases, licences remained unimplemented 
for unduly long periods. A number of factors are responsible for this 
delay viz., ne$otiation of collaboration terms in cases where foreign collabo-
ration is envisaged, finalisation of the list of imported capital goods etc. 
However, steps have been taken by the Government to ensure that imple-
mentation of the licences is effected as expeditiously as possible. Instruc-
tions have been issued to aU concerned that they should be more strict in 
granting extensions of the validity period of licences or letters of intent. 
It has been impressed upon them that such extensions should be given ooly 
in exceptional cases, where these may be justified in the circumstances and 
merits of the case. On their part, Government also provide all poS'Sible 
assistance to the entrepreneurs in getting powt:r, scarce building materials, 
etc., wherever any Governmental assistance is required. 

The recommendation 'of the Study T~m on D.G.T.O. that re&istration 
of units should be done only after the applicant firm has opened a letter 
of credit for a substantial portion of the machinery to be imported on 
capital goods licence, has been accepted by the Government and necessary 
follow up action is being taken. 
[Ministry of Illdustrial Developmellt &: Company Affairs (Department of 

Industrial Developmetlt) O.M. No. 4(1)/HR & EC/67, dmed 
24th September, 1968]. 

Recommendation (Serial No. 43, Para 3.86) 
The Committee note that the number of applications received for licences 

for new industrial undertakings and for effecting substantial expansion dur-
ing the period June to October, 1966 has been much osmatIer than that 
received during the corresponding periods in the years 1964 and 1965. They 
are distressed to note that out of the applications received during 1966 
(June to October), only one application for new industrial undertaking and 
one for effecting substantial expansion was accepted and licence issued 
therefor till October 1966. They are 'Surprised that out of 183 applications 
received for new industrial undertakings and 105 for substantial expansion 
as many as 169 and 94 respectively were pending. 

The Committee cannot too strongly depricate the abnormal time taken 
in the disposal of applications particularly when there has been so much 
stress on streamlining the procedures by the Industrial Development Proce-
dures Committee and Study Team on O.G.T.O. They recommend that the 
reasons for these delays may be gone into by Government and remedial 
measures taken with a view to speedy clearance of applications in future. 
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Reply of GovenlDleDt 
Government have noted the recommendation. 
Though efforts have been made to streamline the procedures, the speed 

of disposal of applications has not been entirely satisfactory and further 
efforts are continuously being made to improve the position in this regard. 
As regards the particular figures cited in the above recommendation, it may 
kindly be noted that out of the 288 applications referred to, as many as 161 
were received during the three months of August-October, 1966 and could 
not ordinarily be expected to have been disposed of before October, 1966. 
100 ·out of the 288 applications were disposed of by December, 1966 and 
171 by June, 1967. In some of these cases undue delays have taken place 
due to delay in finalisation of Fourth Plan target~ or formulation of poUcies 
relating to certain industries and in some other cases, on account of failure 
of the applicants to furnish promptly additional information asked for from 
them. 

As indicated above, every effort is being made to devise remedial mea-
SlnS to avoid delays and to dispose of applications as expeditiously as 
practicable. 
[Ministry of Industrial Development &: Company Affairs (Department of 

Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
27th May, 1968]. . 

CommeDts of the ColIUIIIUee 
Government may communicate the remedial measures taken in this regard 

in due course. 
• 

Reeo ....... daIion (SL No. 45, Para 3.95) 
The Committee note that Governm~nt have drawn up a list of 59 prio-

rity industries which have been issued their full import requirements. Since 
the intention behind liberalising the policy of imports in respect of these 
industries was to secure higher levels of productioo. and encourage utilisa-
tion of their fuU production capacity, the Committee would emphasise that 
careful watch should be kept on the progress actually made by these indus-
tries in achieving the producing targets. 

Reply of Government 
The progress of priority industries in achieving the production targets is 

reviewed periodically and a careful watch is maintained on the progress 
made. 
[Ministry of Industrial Development &: Company Affairs (Department of 

Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
1st May, 1968]. 

Recommendation (SI. No. 46, Para 3.106) 
TIle Committee agree with the observations made by the Swaminathan 

Committee that ''the possibility of a eublic sector coming into existence in 
the distant future 'Should not ordinardy be a ground for rejecting other 
applications for licences where these units can be expected to come into 
production earlier and save foreign exchange" ....•...•• 



39 

The Committee would also like to stress that where an industry has been 
reaved for licensing in the public sector, every effort should be made to 
establish the manufacturing capacity without delay so as to obviate imports 
and the consequent strain on the scarce foreign exchange resources. 

Reply of Government 
Government have noted this recommendation. 
The Swaminathan Committee's recommendation is kept in view by the 

Licensing Committee while considering applications for industrial licences. 
[Ministry of Industrial Development & Company Affairs (Department 0/ 

Industrial Development) O.M. No. 4(l)/HR & EC/67, dated 
9th February, 1968]. 

Recommendation (SerIal No. 49, Para 3.133) 
The Committee welcome the exemptions/relaxations granted by Gov-

ernment from the Industries (Development and Regulation) Act, 1951 in 
pursuance of the recommendations of the Industries Development Procedures 
Committee (1965). The Committee su~est that Government may review 
the position in the light of experience gamed of working of these industries, 
after the grant of exemption/relaxation from the provisions of the Industries 
(Development and Regulation) Act, 19S 1 and decide what further relaxa-
tion/exemption-s can be granted in order to give fuller play to economic 
forces in the industrial field. 

Reply of Govemme~t 
Govcsnment have taken note of this recommendation and suitable action 

is already in hand. 
[Ministry of Industrial Development & Company Affairs (Department of 

Industrial Development) O.M. No. 4(l)/HR & EC/67, dated 
20/h January, 1968]. 

Recommendation (Serial No. 50, Para 3.144) 
The Committee are constrained to note that out of 686 cases where 

letters of intent were issued since February, 1964, industrial licences were 
issued substantially subsequently in no more than 79 cases, by 315t Octo-
ber. 1966. They further note that out of 369 letters of intent issued in 
1964 Govcrnment had yet to review cases in respect of 275 letters of intent 
-183 over six months old, 18 over nine months old and 74 over one year 
old. The Committee are further concerned to note that out of the 36q 
letters of Intent issued in 1964 the validity period had been extended for 
one or more telmS in at least 304 cases. The Committee need hardly stress 
that if Government do not follow up cases or are too liberal in extending 
the validity period, after issue of intent, the central idea underlying the 
procedure would get defeated and it would be difficult to dispel the impre~­
sion that Government machinery lacks the will to enforce its own decisions 
strictly. The Committee suggest that where a letter of intent is not followed 
up by suitable concrete steps to obtain licence or finalise collaboration 
agreement etc. there should be provision for automatic lapsing so that the 
capacity for the industry does not unnecessarily remain blocked. Govern-
ment, may, however, permit 'Sufficient time in tbe very first instance in cases 
where the complexity ':If the industry SO demands. 
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Reply of GoverDJDeDt 
In a 'Letter 'Of Intent' it is clearly stipulated that jf the conditions men-

tioned in the 'Letter of Intent', are not satisfied within the specified period, 
which is generally six months, the 'Letter of Intent' would be deemed to have 
automatically lapsed. Instructions have also been issued to all concerned 
that a more strict view should be taken in regard to requests for extension 
of the validity or 'Letters of Intent' and that extension, if any, should be 
given only in cases where they may be justified in the circumstances and 
merits of each case. 

Instructions have also been issued that while fixing the initial validity 
period of a 'Letter of Intent', a realistic appraisal of the time likely to be 
taken in its implementation, having regard to the magnitude and complexity 
of the scheme, should be made and the period should be fixed at 6 months, 
12 months or even more as may be warranted in each ca~'e. 

Instructions have also been issued ro all concerned that where a 'Letter 
,of Intent' has lapsed on account of the parties not having made satisfactory 
progress during the validity period, or on account of failure on their part tp 
apply for extension before the expiry of validity period the 'Letter 'Of Intent' 
would be deemed to have automatically lapsed and should not be re-
validated. 

Ever though it is stated in the 'Letter of Intent' that it would be deemed 
to have automatically lapsed, if satisfactory progress is not made within its 
validity period, a ('Crma! letter cancelling the 'Letter of Intent' is als'O in-
variably sent to the party in ~uch cases, with endorsements to authorities 
concerned, for th~ir information. 
[Ministry of Industrial Development & Company Affairs (Department of 

lrulustrial Development) O.M. No. 4(l)/HR & EC/67, dated 
26th March. 1968]. 

Recommendation (Serial No. 51, Para 3.151) 
The Committee have already commented at length in para 3.144 on the 

need for follow up action after the issue of letters of intent. 'They' cannot 
too strongly stress the need for keeping a watch on the effective steps taken 
by the applicant to sct up the industry and establish production in accord-
ance with the time schedule laid down in the industrial licence. 

The Committee would also like Government to consider the suggestion 
by the Study Team on D.G.T.D. that there should be provision for auto-
.matic revocation of licence if the licensee fails to take effective steps during 
·the stipulated time to set up the industrial unit. 

Reply of Government 
Government have already issued instructions to the licensing authorities 

to be more strict in granting extensions of the validity period of licences/ 
Ietters.-or·intent issued under the Industries (Development and Regulation) 
Act, 1951. It has been stressed that such extensions should be given only 
in exceptional cases where an extension may be justified in the circum-
stances and merits of the calie. 

As regards the recommendation of the Study Team on D.G.T.D. for 
making a provision for automatic revocation of licence.s, if 'effecti~ steps' 
are not taken within the prescribed time-limit and the applicant also does 
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Jlot apply for an extension of this tinie-limit in time, it may be mentioned 
that the recommendation has already been accepted by the Oovcmment. 
However, since the recommendation involves an amendment of the lndus-
tries (Development and Regulation) Act, 1951, this will be taken up alOos 
with other amendments to the Act which are under consideration of Gov-
ernment. 
[Ministry of Industrial Development & Company A.fJmrs (DeptlTtment 

of Industrial Development) O.M. No. 4(1)/HR Ie EC/67, tl!It~d 
17th June, 1968]. 

Recommendation (Serial No. 53, Para No. 3.158) 
The Committee arc happy to note that Government do not desire to 

restrict the increase in production in registered/licensed industrial wWcr-
takings by minor technical improvements or by utilisation of indig.enous 
raw materials or components. They hope that the undertakings Would 
make full use of this facility to increase production to meet growi,ng 
demand for goods. 

Reply of Govemment 
The recommendation has been noted. 

[~inistry of Industrial Development & Company A.fJairs (DePfll'tment 
of Industrial Development) O.M. No. 4(1)/HR & EC/67. dated 
24th September, 1968] 

RecoIlUDelldatiou (Serial No, 55, Para 3.1(8) 
The Committee 'are glad that Government have recently allowed the 

existing industrial units to diversify production up to 25 per cent of their 
total production, without the formality of taking out a further licence for 
it. Now that the demand of the industrial units for diversification has been 
conceded by Government, the Com.mlttee would like the units to maximise 
production of goods needed by the people for their every day use and to 
pass on to the consumer the benefit of the reduction in cost of production. 
accruing from economies of scale. The Committee would like Government 
to keep a close watch on the position and to provide necessary facilities 
to industrial units which want to diversify their production in the interest 
of' either ex.port, import substitution or to meet the requirements of defence 
and other Government organisations or to meet the needs of agricultural 
production. 

Reply of GoYauIeDt 

. 'The recommendation has been noted. 
Government are keeping under constant review the policy and procedur-

es in this regard. As a result, a further relaxation ha.'\I been recently 
anaounced under which, for diversification in industries classified as "priori-
ty~Mdustries" for the purposes of raw material licensing. imports of raw 
material~ would also be allowed. Applications for import of minor balanc-
ing equipment for the diversification would also be given special priority. 
[Afinistry of Indus/rial Development & Company Affairs (Department 
. of Industrial Development) O.M. No. 4(1)/HR Ie EC/67, dated 
. 20th January, 1968) . 

L6LSSf68-4 
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RetOllllDeDdatiOD (Serial No. ~6, Para 3.180) . 
The Committee CODSidcr that at the .present sta~ of development of the 

Country, tJK: need lor bringin~ about reduction in prices of goods is of 
~~W1t tm~. The mtereats Of the country, as a whole, would 
be best. served if th~ location·· or relocation of a';l industry is decided by 
the .l~c of econOmIC factors. As .already ~entloo,ed by the Q>m.mibee 
~r· m' para 2.47 of the' Report, the best. method of atttacijug the indus-
.tries- to Under-developed areas is to iniprove' the. infra~tructure facilities 
s~ as power, transport, communications, etc. if necessary on a priority 
basIS by the Government rather than to force the location of industries by 
any arbitrary or administrative fiats. 

Reply of GoverDllleJlt 
The Government have noted the recommendation. 
It may be mentioned that under the Industries (Development & Regu-

lation) Act, 1951 there are no powers available with the G'ovemment by 
which an entrepreneur may be compelled to put up an undertaking at a 
place considered suitable by the Government. 'The only power that may 
be exercised is to refuse the licence if the location is not considered suit-
able. However, economic factors are given due importance in the matter 
of locatiott of industries consistent witb the need for development of 
backward areas. . . . . . " - . 
[Ministry of Industrial Development & Company ADairs (1)epwtment 

Of IIldustrial Development) O.M, No. 4(J)/HR & EC/67, dated 
20th January, 1968] . . 

RecoIBIDeDdadoa (Serial NO;. 57, Para 3.181) 
The Committee would also streSs that early decision should be taken on 

the pending applications for n=location of industries, 14 out of which are 
stated to have been pending for more than two .years and 35 for.more than 
ODe year. .' 

RepI)' of GovenuneDt 

The recommendation has been noted. 
Steps are being taken to finalise as early as possible decisions on . all 

pmding applicatioDs for relocation Of Imfustrics. Generally, these applica-
tions are considered and decisions taken at meetings of the Fun Licensing 
Committee in which the representatives of the State Governments are alIo 
present, heid at intervals of aboUfthree months. Of the 14 and 3S pending 
applications specifically mentiooedby the Committee, the present pendeacy 
is 2 and 1 respectively. These thR"C cases are being energetically followed 
up. . 
rMtnistry of Industrial DeveloprMnt & Company AiJmrs (Depflt'tmMt 

of Industrial Development) O.M. No .. 4(l)/BB. & EC/67, dilled 
27th May, 1968] . . 

RecommeadatiOD (Serial No. 58, Para No. 4.10) 
The COmmittee are glad to note that the DireCtorate General of Techni-

tal,DevelOpment has recently been merged with the. Minis-try of Industrial 
Development and Company Affairs. They hope that this merger. would 
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DOt only result ,in greater degree of liaison with the Ministry but would 
also help in promoting the pace of industrialisation and attaining self-rell-
aQce at the earliest. 

Reply of GoverDJneDt 
The reconunendation has been noted. 

{Ministry of Industrial Development & Company Affairs (Department of 
Industrial Development) O.M. No. 4(1)/HR & EC/67, dllted 
24th September, 1968]. 

Recommeadation (Serial No.5', Para 4.1') 

The Committee note that the information furnished by the M~st\'y 
in regard to the achievement of self-sufficiency by manufacturing units is 
not comprehensive. It indicates that no regular watch is kept on the 
manufacturing units to see that they achieve the targets of self-sufficiency 
within the specified time. It is also s~t that no penalty attaches 
to any unit in case of default in this important matter. 

It is well known that India is a major importer of technical know-how. 
M~t of the ~dustries are ~ependen.t on. imported com~nents/parts.. The 
nuuntenance Imports have nsen from year to year. It IS, therefore, Ubpor-
tant that there should not only be a well conceived and definite progra~ 
for achieving sclf-suffi~ncy in imported components and parts by each 
manufacturing unit but a careful watch should also be kept by Government 
that the programme is actually adhered to. 

RecommcDdatioD (Serial No. 60, Para 4.20) 
The Committee would, also like Government to intensify the review 

of the existing foreign collaboration agreements. both in the public and 
private sector with a view to accelerate the achievement of cent per cent 
indigenous content. 

The COIIllnittee would, however, like to emphasise that in developing 
'the import substitution industry, it should be borne in mind that once 
the teething troubles are over, the indigenous unit would be able to supply 
dle goods at internationally coo;Jopet.itive prices and would not need the 
cmtches of import controls pennanently. 

Reply' of GovernnaeDt 
Government have been atU¥:hing the greatest importance to the minimis-

ing the import of. components and to this end, even at the licensing stage, 
the phased manufacturing programme is submitted to detailed scrutiny 
with a view to ensuring that cent per cent indigenous content is achieved 
at the earliest possible occasion. The importance of cost reduction is also 
kept in vi~w. 

Government 'would oontinue to 'lay special stress on the above aspect" 
stressed by the Committee. The recommendation is being bJ'oUght to the 
notice of all concerned. 
[Ministry of Industrial Development & Company Affairs (Department 

lru:lustrial Development), O.M. No. 4(1)/HR & EC/67, dated 
13th February, 1968] 
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RecommendatioD (Serial No. 61, Para 4.25) 

The Committee understand that Government have constituted a High. 
Powered Committee to make recommendations about development of design-
ing facilities and to accord recognition to reputable consultants and design-
ing firms in the country. Having developed a huge complex of basic 
industries ranging from Heavy Foundry to Heavy iFabrication and large 
capacities for machinery manufacture, chemicals etc., the country is. now 
well placed for developing self-reliance in designing work. The Committee 
need hardly stress that the high powered Committee's recommendations on 
this matter of crucial importance should be e~pedited and that Government 
should extend every encouragement to make the country self-reliant in 
designing work, in major industries. 

Reply of Government 
The Government have noted the recommendation. It may be mentioned 

that the Report of the Technical Consultative Committee is likely to be 
finalised very shortly. 
[Ministry of IndU3trial Develop~nt & Company Affairs (Deptl1'tment 

of Industrial Development) O.M. No. 4(1)/HR&EC/67, dated 
26th March, 1968] 

Recommendadon (SI. No. 62, Para 4.28) 
The Committee would like to recall the recommendations made by them 

in para 156 of their 48th Report (Third Lok Sabha) on the erstwhile 
Ministry of International Trade to the effect that Handbooks ,containing 
up-to-date information about indigenous manufacture of various industrial 
goods and machinery should be brought out annually by the Directorate 
General of Technical Development. The Committee hope that Govern-
ment would ensure that every effort would be made to bring out these 
publications annually and to continuously improve their contents iQ the 
light of changing rCCl,uirements of the industry; care being taken to eosure 
that, the information lDcorporated therein is accurate and up-to-date. 

Reply of Govermaent 
The Study Team set up to look into the working of the D.G.T.D. had, 

inter alia, recommended that the Directorate General of Technical Develop-
ment's publications 'Handbooks of Indigenous Manufacturers' should be 
brought out normally at the same time as the C.C.I. & EYs Red Bood and 
also kept up-to-date by issuing quarterly supplements. 'The Study Tean:t 
a1so recommended the strengthening of the Publication Unit of the D.G.T.D. 
with adequate editorial staff. Proposals for strengthening this unit with 
a view to implementing the recommendation are under examination. 
[Ministry of Industrial Development & Company AfJair's (Deptl1'tment 

of Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
1st May, 1968] 

commeuts of the COIIIIIIIttee 
Government may inform the Committee in due course about the steps 

taken in the matter. 
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Recomendation (Serial No. 63, Para 4.35) 
1be Committee feel that Government should take early decision regard-

iqg .the scrutiny and systematic organisation of data and information for 
the use of Director General of Technical Development so that he can act 
truly as a Technical Adviser to both the Ministry of Industry for processing 
of the application for industrial Hcence and to the Ministry of Commerce 
for pr~ing of applications for allocation of foreign exchange for import 
of capital goods, mamtenance goocl5 and raw material for industry. 

Reply of Government 
The question of re-orienting and streamlining the information gathering 

system in the D.G.T.D. is already under active consideration. Sometime 
back at the suggestion of the World Bank, a team of foreign consultants 
was engaged to recommend a suitable information-gathering system for the 
D.G.T.D. Since the submission of the report by the consultants, tJ..ere have 
been some important developments, like the policy of liberalised imports, 
delicensing of certain industries and the need to tie-up the studies on mate-
rials planning with the proposed system, which required some changes in the 
s)"Stem recommended by the consultants. Action is now underway to take 
the implementation of the recommended system with such modifications 
as may be deemed necessary to take care of the above c;banges. It is 
proposed to entrust the implementation of the recommended system to a 
team of suitable consultants. 
[Ministry oj Industrial Development &: Comptmy Affairs (Department 
. of Industrial Developmmt) O.M. No. 4(1)/BR&EC/67,dated 

1st May. 1968] 

eo.meats of the COIIIIIIittee 
Government may inform the Committee about the concrete action taken 

in the matter in due course. 

Recommendation (SL No. 64, Para 4.41) 
The Committee are concerned to note that the '0' Returns, which 

provides concrete information about the progress made by various Licensed 
Units to achieve production, does not receive careful and detailed considera-
tion whicb it deserves and that in a substantial number of cases, the return 
is being disposed of in a routine manner at lower level. 'The Committee 
would like Government to ensure that the 'G' Return is subjected to a most 
critical examination at a sufficiently senior level, so that the cases of exces-
sive delay in establishing the industrial unit and achieving licensed produc-
tion receive close attention and direction. 

Reply of Government 

The recommendation has been noted. 
In accordance with the existing procedure the progressing Authorities 

such as D.G.T.O., Textile Commissioner, etc. are tequired to progress a~~ely 
the Licences till the stage of production has been reached and to lDltiate 
action to revoke licences where the licensees have failed to observe the 
condition incorporated in the licences. Suitable instructions have been 
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issued to all the progressing authorities to ensure that the 'G' Returns ale 
subjected to a more critical examination at a sufficiently senior level. 
[Minlstrv of Industrial Development & Company ADair.r (Department", 

Industrial Development) O.M. No. 4(1 )/HR & EC/67 dated 
~A~l%~ , 

Recommendation (SI. No. 65, Para 4.45) 
The Committee are of the view that callin~ of multiple returns or 

endorsement of copies to Departments/Ministries! Authorities which mate 
little practical use of them, involves infructuous work and unnecessarily 
burdens produc.tive organisations with avoidable paper work. The Com-
mittee need hardly stress, that Government should take early decision regard-
ing the supply of 'G' retum by manufacturers to Central Authorities Other 
than D.G.T.D. who make little practical use of it. It may be advisable .., 
have an inbuih machinery in each Department/Ministry dealing with mana-
facturers .to ensure that infructuous/multiple returns which serve little prac-
tical purpose are not called hom manufacturing units. 

Reply of Government 

The recomme.ndation has been noted. 
Under the Industries, (Development and Regulation) Act, 1951, the 0DIy 

return that is called for from the licensees is the progress return in F~ 'G': ~dthis ~um is required to be submitted ~p to the stage of impleineD-
tatiOll of the lIcences. The licensees are required Ito submit the returns too 
only one central Progressing Authority, viz., D.G.T.D., Textile CommIs-
sioner, etc., as the case may be. 

As regards the usefulness of endorsinf,!; the copies oti 'G' returns. by the 
D.G.T.'O., to other Central authorities such as the Planning Commission, the 
Economic Adviser, etc., the views of the authorities receiving the retums are 
generally that they are useful to them for watching the progress of the 
Licenced units and should, therefore, continue to be sent to them. 
[Ministry o/Industrial Development & Company Affairs (Departme1lt 0/ 

Industrial Development) O.M. No. 4(1)/HR & ECj67, dated 
27th May, 1968]. 

Recommendatioa (SI. No. 66, Para 5.17) 
The, Committee are glad to note that some measures have been taken in 

recent years to effect close co-ordinatibn between the C.S.I.R., D.G.T.D. 
and th(: Licensing Committee in order to make sure that foreign collabora-
tion is not allowed in cases. where indigenous know-how is available. The 
Committee, however, are constrained to note that the Joint Standing Com-
mittee for Scientific Research and IndUstry and the Joint Committee for 
utilisation of Research Results and Co-orclination have not been functioning 
effectively. In fact, only one meeting of the Joint Standing Committee for 
Scientific Research and Industry and one meeting of the Joint Committee for 
Utilisation of Research Results and Co-ordination have been held on the 
31st July, 1965 and 13th March, 1964 respectively. The Committee feel 
that these Joint Committees should be made more effective. These Com-
mittees should meet at least once in six months, if not once{ a quarter aDd 
that tbere should be a regular follow-up of the decisions taken at these 
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~~. The Commit~ s,ee no reasons why the Couaci1 of SciaDtific aDd 
I~tJial Researcb, which IS the convener for these two importa,.t Com-
mittees, should not show sustained interest in holding these·meetUigs. 

Recommendation (SI. No. 67, Para 5.18) 

The Comm;ttee would suggest that careful assessment should be made 
at periodical intervals, say once a year, of the practicatuse to which the 
~-!IOW de~eloped by ~e ~tionaJ. laboratories. is put so as. to-lI'eIPOVe an 
lI'lJpechments m 'tPe exploitation of these processes, as also J'&()rientate 
research programme in the light of actual requirements of tlbe iadustry. 

Reply .of Government 
The recommendations/conclusions of the Estimates Committee have been 

noted. The JOiot.Standing Committee for Scientific Research and ·Ddustry 
has been recently reconstituted under the Chairmanship of the Miilister for 
Industrial Development and Company Mairs to put greater vigour into the 
working of the Committee. 

As regards the Con:unJttee on "Utilisation of Research Results and C0-
ordination with the Department of Technical Development", this was 
~ted by the Working Group for Scientific Research in the C.$.I.,& 
wlIile fOrplulatfug the Fo~rth Five Year Plan proposals of the C.S .• ~A.. ~t itA 
meeting held on 13-1-1.9~.to bring about III working arrangement of DJUtqM 
consultation and co-or:dination between the C.S.I.R. and the D.G.T.P.- ~ •. 
Committee was appointed for this specific purpose. It met on 13th March, 
1964 and chalked out various mea.c;ures. This would be now taken care 
of by the Joint Standing Committee for Scientific Research and Industry. 

"r'-' 
[Ministry of Industrial Development &: Company Affairs (~QI"lMent 

of lndustrial Development) O.M. No. 4( 1) fBR &: EC167. dated 
26th April, 1968]. 

Recommeodatioa (St. No. 69, Para 6.13) 
The Committee have' no doubt that Government would al§p .. , afmld 

necessary fadlities to reputable Indian finns to estabHsh m~actUriol 
uaits in uoderdevcl()ped areas p~rticularly in Africa, South ~t ~ ~ 
Middle East etc. so that Indian technology, know-how and expe(iell~ can 
be put to be effective use in the interest of development· of economies of 
other countries. as also to eam valuable foreign exchange. '. " 

Reply of Government 
The recommendation has been noted. 

r. 
,. " ~ .... 

G<;,vet:nm~n~ is already a.ffordin.~ faciUties to Indi~n e!1trepreJl,.eurs, t? 
estabhsh factOries not onlv In Afnca, Soutli-Easl ASJa, MidBIe. EIl$t, etc. 
but also in countries like Canada and Colu~bia. : ~. . 

Countries where such vcnturt:s have been approved so fat are :~ 
(1) Nigeria (5) Kenya ',,' .. 
(2) Ethopia (6) Libya 
(3) Uganda (7) Ghana (Accra) 
t 4) Zambifl (8 ) Iran 



(9) Iraq (Baghdad) 
(10) Ceylon 
(11) Saudi Arabia 
(12) Lebaoon (Beirut) 
t 13) Malaysia 
( 14) Singapore 

4. 
OS) N. Ireland 
(16) Ireland 
(17) U.K. 
(18) Canada 
(19) Columbia 

[Miniftry of Industrial Development & Company ADairs (Department 
0/ Industriol Development) O.M. No. 4(l)/HR Ie EC/67. dilled 
9th February 1968] 

Recommendation (81. No. 70, Para 6.18) 
The Committee note that the Council of Industrial and Scientific 

Research which has up-to-date information on the development of indigenous 
know-how is not represented on the Foreign Agreements Committee. 1bey 
also Dote that the Secretary of the Department of Atomic Energy, who is a 
member of the Foreign Agreements Conunittee has not attended any mcct-
inp of that Committee during the last two years. The Committee would 
suggest that the composition of the Foreign Agreements Committee may-be 
reYiewed to ensure that only those members are appointed whose cOntinuous 
aad actual participation would help in thc deliberatioos of the Committee. 
Representatives of other Ministries/Organisations may be invited to attend 
the meetings of the Foreign Agreements Committee as and when particular 
subjects of their concem come up for dic;cussion. 

Reply of Government 

The recommendation has been noted. 
So far as the Council of Scientific & Industrial Research is concerned, 

their representative has been invited to and has actually been atteodiDg 
meetings of the Foreign Agreements Committee with effect from the 2Sth 
September. 1964. The Department of Atomic Energy bave indicated that 
t1scy would like to continue to be represented on the Foreign Agreements 
Committee. It has been stated that the Secretary. Department of Atomic 
Eaergy will attend the meetings as far as possible, but in case he cannot, he 
will be represented by a senior administrative or technical officer at an 
appropriate level. 
[Ministry of Industrial Development & Company ADairs (Deportment 

of Industrial Developnumt) O.M. No. 4(l)/HR & EC/67, doted 
20th March, 1968] 

Recommendation (S. No. 71, Para 6.23) 

The Committee regret to note that there is considerable delay in) finalis-
ing applications for foreign collaborations As many as 42 per cent applica-
tions in. 1965 and 30 per cent in 1966 remained undecided after 6 months 
of their receipt. Out of these, over 12 per cent in 1965 and over 16 per 
ceot in 1966 were decided after more than a year. It would appear that 
strict watch is not being kept over the time taken in the disposal of these 
applications. As delays in the disposal of applications for foreign collabora-
tions are likely to create uncertainity and hesitancy in the minds of prospec-
tive investors, the Committee would urge that the whole procedure for secur-
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iDgcoosent of Government to investment and foreign collaboration may be 
gone into with a, view to make it simplified and less time-<:onsuming. 

Reply of Government 

Government have already accepted a recommendation made by the 
Modaliar Committee on Foreign. Collaboration that a Central Co-ordmating 
Unit be set up in the Ministry of Industrial Development & Company Affairs 
to watch the progress of the disposal of applications for foreign collabora-
tioas, and that cases remaining undisposed of for 3 months should be 
proDlJ?tly brought up' for consideration by the Foreign. Agreement Committee 
evea. 1f they fall WIthin the purview of the delegated powers of Ministries. 

A proposal for setting up a Foreign Investment Board and giving detail-
ed guide-lines to the administrative Ministries for dealing with foreign 
collaboration proposaL.. with a view to cutting down procedural delays is 
also under consideration. 
[Ministry 0/ Industrial Development & Company Affairs (Departmmt 

Of Industrial Developmmt) O.M. No. 4(l)/HR & EC/67, dated 
13th February, 1968] 

Recommendation (SI. No. 72, Para 6.26) 
. The Committee cannot too strongly stress that the use of foreign brand 

DaIlIeS particularly in consumer goods should not be generally allowed as it 
is· apt to adversely affect the indigenous industry. 

Reply of Government 
.. it is already Government's policy not to allow the usc> of foreign braad 

nlUDeS, particularly in consumer goods. if this is likely to affect adversely the 
small scale sector or the indigenous industry. The use of foreign btal'ld 
DaIIJes is, however, allowed on products which are to be exported. 
[Ministry of Industrial Development & Company Affair.r (Department of 

. Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
9th February, 1968] 

Recommendation (SI. No. 73, Para 7.12) 
The Committee note that it is mostly textile and sugar mills of which 

din:ct management has been taken over by Government. It would seem 
that the machinery in these mills is old and needs replacement and ratioua-
Iisation for some time. While the Committee agree that the defaulting 
industrial undertakings should be taken over by Government in: accordance 
with the provisions of the Industries (Development & Regulation) Act in 
the public interest they would emphasise that before taking over, Govern-
ment should pro~ thoroughly and expeditiously into their working witb !i 
viow to afford all facilities, including financial assistance by way of loans, If 
necessary, to such units as are defaulting or have become uneconomical due 
to obsolete machinery/equipment, high cost of imported components, JlOIl-
avaDability of scarce raw materials etc. 

Reply of Government 
The recommendation has been noted. 
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, A full and complete investigation is of course an euential pre-reqllisite· 
under Sec. 15 of the Industries (Development & Regulation) Act bafoIe 
an undertaking is taken over under Sec. 18A. 
[Ministry oj Industriol Development &: Company ADaiTs (Depart.nt 

of Industrial Developmem) O.M. No. 4( 1) fHR &: EC/67 , dtIItd 
26th April, 1968] 

ReeommendatioD (S. No. 74, Pan 7.13) 
In order that the units taken over are reorganised and run on sound ad 

economic lines, the Committee would like to be ensured that only such 1*'-
sonnel as have adequate knowledge and experience of the working of ~ 
units concerned are appointed. This, the COmmittee feel, would hasten die 
h,.ting over of the units concerned back. after rehabilitation, to the CJiIt-
~ or alternate management of the shareholders within the prescribed period. 
1110 Committee further suggest that in the interest of smooth aad cdfiaIaat 
fuDctioning the feasibility of association of workers in the maaagemeat .. 
up by Government may be examined. 

Reply of GMenlllleDt 
Government have noted the recommendation. 
It may however, be stated that the personnel who were appointed a,q 

authorised controller etc. to manage the units taken over so far UDder 
Section 18-A of the. Industries (Development And RegulatiOD) Act 1951, 
were generally those who had adequate knowledge and experieoce of. tire 
working of the undertaking or industry. 

As regards the association of workers in the management of undertakiDp 
tabo over for management by the Government, instructions have" beerI 
jS8~ to all, the authorities concerned to the effect that along with 60 
feptaentative of industry, a representative of labou,r should oormaIIy be 
inCluded in the Advisory Board or Board of Directors constituted for • 
management of such undertakjngs~ wherever feasible. 
[Ministry of Industriol Development &: Cpmpany AlJaJrs (Depart"wnt 

Of IndustrUzI Development) O.M. No. 4(1)/BR &: EC/67, tlIMd 
9th February, 1968] 

Recommendation (Serial No. 75, Para 7.14) 
The Committee also recommend that the desirabil:ty of Governmeat 

assuming powers for taking over management of projects which are yet in 
the coostruction stage and arc suffering due to mismanagement, death of tho' 
principal promoter, etc. may be examined so as to ensure an effective con-
trol over them from the very beginning. 

Reply of Government 
The recommendation has been noted. 
As this would require an amendment to the Industries (Development 

and Regulation) Act. 1951, this is being examined along with other amcmd-
meats to the Act which are under consideration. 
[Ministry of Industrial Development &: Company ADairs (Deparmwnt 

of Industrial Development) O.M. No. 4(1 )/HR &: EC/67 , dIII.d 
17th June. 19681 
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RecommendatioD (Serial No. 76, PIn 7.38) 

The Committee arc of the view that the major limitation to the fu&r. 
utilisation of the industrial capacity established in the country during the Ja&t 
three Plan periods has been the shortage of imported components, raw 
materials and spare parts. The situation in recent years has all the more 
worsened due to tight position of foreign exchange. While there can be no 
dispute with the Government, in the present day scarcity conditions, assum-
ing the powers to control production, distribution and prices of industrial 
commodities. particularly of basic industries, the Committee consider that 
howsoever necessary these controls may be, they tend to Introduce rigiditieS 
which besides discouraging expansion of output, leading to wasteful usc of 
the products and black-marketing. often impair efficiency and initiative on 
the part of all concemed. The Committee need hardly stress that the que&-
tion of contrOlling production, distribution and prices of industrial prc.ducts 
should be approached in a pragmatic and positive manner sa as tv ensure 
that in these days of economic crisis, not only the producer and the consu-
mer derive thQ maximum satisfaction but the overall economy of the counto' 
shows significant improvement in production capability. The Commi~ 
would suggest that the controls may be constantly reviewed so that the need';' 
loss ones are eliminated and others' relaxed or intensified in the light 0( 
changing conditions. The Conunittee feel that recent changes in lDdustrial 
Policy (e.g. selective relaxation made in respect of industrial liceDsiDg, 
liberalisation of imports for the priority industries, de-control of cement and 
steel, etc.) are steps in the right direction and would create a hospitable 
environment for stepping up production capacity. 

Reply of Government 

Th~ Government have noted the recommendation. 
It may be mentioned that the controls under the Industries (Develop-

ment & Regulation) Act, 1951 are constantly under review so that unneces-
sary ones are eliminated' and others are relaxed or intensified in the light of 
changing circumstances. 
[Ministr" of Industrial Development 4; Company ADairs (Department of 

lnilustriai Development) O.M.· No. 4(1)/HR & EC/67 dilled 
20tft lanf.lary 1968]. 

Comme_ of die COIIUIIiftee 

Government may communicate the. details of the 'controls' relaxed ig,a 
year's time. 

Recommendation (Serial No. 78, Para 8.20) 
The Committee arc glad to note that a number of Public Sector Under-

takings have formulated plans to develop ancillaries. They' would emp~asise 
that G'.JVcrnment should keep a c10sewatch over the progress achieved by 
public undertakings in this matter so. tbat . the country islmade Ic:ss ';lnd Jess 
dependent on imports of components •. spares. etc. The Conmuttee h~ 
that likewise the private sector industrjes. would also pay greater attention to 
the development and setting up of ancillary industries. The Conunittee 
have comprehensively dealt with the subject of lU1cillaries in. Chaptet n of 
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their 106th Report (Third Lok Sabha) on Small Scale Industries and have 
made a number of recommendations for their development, both in public 
and private sectors. They hope that with the implementation of thc 
suggestions made by the Committee, tbe ancillary industries would be able 
to play an effective role in the industrialisation of the country. 

Reply of Government 
Government have noted the recommendation and would continue to give 

adequate attention to the growth and development of ancillary industries. 
[Ministry of Industrial Development & Company A.ffairs (Department 

of Indusrtial Development) O.M. No. D(l )/HR & £C/67, dated 
20th January, 1968] 

Recommendatiou (Serial No. 79, Para 9.11) 
The Committee note that though the rules provide for at least one meet-

ing of Central Advisory Council in a year, there have been occasions when 
meetings of tbe COWlcil were held after an intcrval of 14 months. Tho Cen-
tral Advisory Council provide a useful forum where industry comes in 
~tact with Governmental machinery and should be taken into confidence 
OIl matters regarding the development and regulation of scheduled indus-
tries. They recommend that to enable the Council to play an effective roie 
it should, as far as possible, meet more frequently and at regular interval~ 
say once in a 6 months--so tbat Government may have more opportunities 
to understand the problems facing the industry and take effective and reme-
dial measures to step up industrial production in the country and to devise 
ctruamic strategies for industrial growth, 

Reply of Government 
Government has taken note of the recommendation. 

[Ministry of lndultritll Development & Company Affairs (Department 
of Industrial Development) O.M. No,' 4(1)/BR & EC/67, tlIIted 
20th January, 1968] 

Recommendation (SI. No. 80, Para 9.12) 
The Central Advisory Council consists of persons well connected with 

the industry; it is therefore of utmost importance that Government should 
show sustained interest in its working. As the decisions taken by the 
Central Advisory Council are of f.-reaching importance to the economy 
of the country, the Committee consider that Government should also exa-
mine the desirability of inclusion of members of representative associations/ 
bodies of trade and industry in the Council so that the views and reactions 
of these apex bodies on complex problems facing the industry are 8VJ¥1-
able for drawing up future industrial programme. 

Reply of Government 
Government has noted the recommendation. 
In fact, associations/bodies of trade and industry are already a,dequa-

tely represented on the Central Advisory Council of Industries. The t:ede-
ration or Indian Chambers of Commerce and Industry, the ASSOCIated 
Chambers of Commerce and Industry, the Federation of Association of 
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SI:na.lI Industries, the; Indian Jute Mills Association, the Oriental Chambers 
of Commerce and the All India Manufacturers' Organisation are all repre-
sented on the present Council by their President or Chairman. 

[Ministry of Industrial Development & Company Affairs (Department 
of industrial Development) O.M. No. 4(1)/HR&ECi67, dl#ed 
26th March, 1968] 

Recommendatioa (81. No. 81, Para 9.13) 
To enable the Council to work effectively, it is also important that it is 

provided with full and up-to-date information on matters connected with 
industries. The Committee would also emphasise that there should be regu-
lar follow-up of the decisions taken at the meetings of the Central Advisory 
Council. 

Reply of Govemment 
Government has noted the recommendation. 
The Centr~l Advisory Council of Industries is already being provided 

with full and up-to-date information on matters connected with Industry. 
Follow-up action on the suggestions made in the meetings of the Council 
is also taken whenever, called for. 
[Ministry of Industrial Development & Company Affairs (Department 

oj Industrial Development) O.M. No. 4( 1) /HR & EC/67, dilled 
26th March, 1968] 

Recommendation (Serial No. 82, Para 10.14) 
The Committee note that the last review of the Development Councils 

w~ made in 1964 and as a result thereof 5 Development Councils were 
abolished. The Committee suggest that such reviews should be a regular 
feature-say at least once in 5 years-with a view not only to assess the 
usefulness of the existing councils but also to effect economy and improve-
ments in their working. Now that a number of industries have been 
exempted from the licensing F.ovisiODS of the Industries (Development and 
Regulation) Act, the Committee suggest tha.t Government should examine 
early whether there is still need for the Development Councils to continue 
in their casco 

Reply of Goverament 
The recommenda,tion has been noted and appropriate action is being 

taken in pursuance thereof: 
[Ministry of Industrial Development & Company Affairs (DeparttMnl 

of Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
20th lanuory, 1968] 

Recommendation (Serial No. 83, Para 10.23) 
The Committee note that there is no set time schedule for holding 

meetings of development councils. There are instances of some deveJop-
ment councils havmg not met at aU during the 'Yho1e year. The Com-
mittee fully endorse the views of the Study Team on D.O.T.D. that the 
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;deyeJopme~t councils/panels should hOJd at least one ~tiDg in six m0nths 
aad should have the following standing'items on their agenda :-

(i) impl~mentation of recommendations made in the pre\ious 
meetmgs; 

(U) import substitution; 
(iii) export promotion; and 
(iv) productivity problems. 

The Committee are also of the opinion that wide publicity should be 
given to th~ ,:,"orking' of the development councils among the industry and 
trade assOCiatlOns and chambers of commerce and suggest that copies of 
their annual reports should be endorsed regularly to them in general and 
to the apex organisations of industry in particular. 

Reply of Govenuaent 
Appropriate instructions have been issued to give effect to this recom-

mendation. 
(Aliniatry of Industrial Development & Company ADairs (Department 

of Industrial Development) O.M. No. 4(1 )/HR & EC/67, dated 
20th January, 1968] 

R~ (Serial No. 84, Para 10.27) 
The Committee regret to, pote the failure of Government for not hav-

ing taken any action so far to declare the Development Councils "Corpo-
rate body" in terms of the provisions of Section 6 ( 3 ) of the Industries 
(Development and Regulation )Act, 1951. They urge that necessBty ac-
tion may now be taken in this regard. 

Reply of ~l'enunent 
Government have been advised' that as soon as a Development Council 

is constituted under the Industries (Development and Regulation) Act, 
1951; the Council automaticaUy becomes a body corporate by virtue of 
section 6(3} of the Act. 
{Ministry of Industrial Development &: Company AfJairs (Depal"""'; 

of Industrial Development) O.M. No. 4( I} /HR & EC/67, dated 
20th January, 1968] 

Recomnwutatioa (Serial No. 85, Para 10.26) 
The Committee are, however, glad to note that Government have aI"; 

r.,..dyapcepted the RCOmmendation of the Study Team on D.G.T.D. (Mt-
tb.ur Committee) for strengthening 'the Sea-etariats of the Development 
-Councils and also to effect improvements in their working. They hope that 
the suggestions made by the Study Team in this regard would be given effect 
to at an early date. -

Reply of Govenuaeat 
Suitable instructions have been issued to all concerned for effecting 

improvements in the wdrking of the Development Councils, in the light ot 
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the iuggestions made by the Study Team on D.G.T.D. (Mlltthur Committee). 
Proposals for sanction of additional Staff (one U.D.C. for each DevelGp-
malt CouDcil) required for strengthening the Secretariat of the Develop-
meat Councils are under consideration of the Government, and this recom-
I8C11dation will be given effect to as soon as the additional posts are SaDC-
ticmed. 
[Ministry 0; Industrial Development &: Company Aflairs (Dcpartmeftl 

of Industrial Development) O.M. No. 4(1)/HR & EC/67, tlDted 
6th December, 1968] 



CHAPTER m 
RECOMMENDATIONS WHICH THE COMMITI'EE 00 NOT DESIRE 

TO PURSUE IN VIEW OF THE GOVERNMENT'S REPLY 

Recommendation (St No.1, Para 1.38) 
The Committee feel that a crucial stage has been reached in the indus-

trialisation of the country apd if the slogan of self-reliance has to be given 
a content and a meaning it is imperative that the strategy of industriali!.a-
tion should be reviewed pragmatically by an expert body. The Com-
mittee suggest that for this purpose Government may appoint ap Indus-
tries Commission, with representatives drawn from industry, trade, com-
merce public sector, financial institutions and economists who should have 
intimate knowledge of industrial development in the country. The Com-
mission may examine the extent to which the Industrial Policy Resolutions 
and the Industries (Development & Regulation) Act, 1951 have been help-
ful or otherwise in developing apd r~gulating the setting up of industries 
on the desired lines. In the light of their findings they may indicate broadly 
the strategy to be followed for bringing about self-reliance in industry at 
the earliest, keeping firmly in view the resources of the country and the 
aspirations of the people. 

Reply of GovernmeDt 

The recommendation has been carefully examined by Govt. Recently, 
some studies have been made on industrial licensing-one b¥ the ~ Study 
Tea.m on Economic Administration set up by the Administrative Reforms 
Commission and the other by Dr. R. K. Hazari. The recommendations 
contained in the Interim Report of Dr. R. K. Hazari have been considered 
by the Government and it has been decided to institute an enquiry jotp 
the working of industrial licensing during the past ten years, by an expert 
Committee known as the Industrial Licensing Policy Inquiry Committee. 
This Committee is already at work. Besides, a Committee of the Cabinet 
is also going into the question of overall economic and licensing policies 
of the Government. 

As the bodies mentioned above have either already studied or are ~­
ing different aspects of industrial licensing system, Government consider 
that it is not necessary to constitute a. fult-ftedged Commission to go into 
this matter at this stage. 
[Ministry of Industrlol Development &: Company ADaira (Departntmt of 

Industrial Development) O.M. No. 4(1)/HR &: EC/67, dated 
13th Februory, 1968]. 

COllllDents of tbe Committee 

Government may communicate the broad recommendations of the In-
dustrial Licensing Policy Enquiry Committee and the Committee of the 
Cabinet, on receipt of their Reports together with action taken thereon. 

56 
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Recommeadatiol1 (Serial No. 18, p ..... 1.~18) 
. The ~mmittee are distressed to find wide gaps in the ex-factory retail 

pnces of automobiles produced in India and the prices prevailing in the 
countries of or~gin of the corresponding or comparable models--as for 
example, the pnces of Ambassador and Fiat 11000 cars in India are 40% 
and "5% higher as compared to the prices in the countries of their ori-
gin. Similarly, the price of Commercial Vehicle (Bedford 67 WB) i5 
about 61 % higher in India as compared to price obtaining in Britain. 

The Committee strongly urge that with the increase in indigenous con-
tent concerted efforts should also be made to bring down the cost of pro-
duction of automobiles in consultation with the industry so as to make 
them competitive in quality and price with those manufactured abroad. 

I 

Reply of Govenuoent 
With the low volume of production of each manufacturing unit and the 

high cost of imported ~ well as indigenous components/raw materials, 
there is little scope for the cost of production being brought down in the 
existing automobile manufacturing units. Ecot;1omies of scale arc possible 
only if the volume of production of each unit goes up subs.tantially. With 
this object in view, the manufacturers of automObiles, with the exception 
of passenger cars, are encouraged to expand/diversify their production. 
So far as PlltSsenger cars are concerned, Government have been, for some 
time, exploring the possibility of setting up a new unit with a sufficiently 
large volume of production so that passenger cars at a reasonably low 
price could be made available to the public . 

• 
The Tariff Commission are also currently enquiring into the prices of 

;~utomobiles. The question whether any reduction in the cost of produc-
tion in the existing units is possible would be examined further 011 receipt 
of the Tariff Commissions' report. 

The Government have been impressing on the automobile manufacturers 
to improve the quality of their vehicles. Recently Government have set 
up a Committee, called the Motor Cars Quality Enquiry Committee, to go 
into the question of the quality of passenger C31S at present manufactured 
in the country. Remedial measures in this regard, if considered neces!.ary, 
would be taken after examination of the Committee's report. 
[Ministry of Industrial Development & Company Affairs (Department of 

Indul·trial Development) O.M. No. 4(l)/IIR & EC/67, dated 
20th January, 1968]. 

Comments of the Committee 

Government may communicate the further action taken in the ma,ttcr 
in due course. 

Rec:omlllClltlaaion (SI. No. 31, Para 3.11) 
The Committee are concerned to note that since the inception of the 

licensing o;ystem under the Industries (Development and Regulation) Act. 
19S1, no generill p(lDCiple~/guidelines. haye bein laid dow.n which are 
followed for the consideration of app1tCatlOn~ for grant of an industrial 

. licence for establishing a new undertaking. expansion of existing undertak-
L6LSS/69-S 
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ing under the Act although the Rules, speciticallyprovide for it. It is 
obvious t~t. in the absence of such principles/guidelines, the merits of 
each applicatiOD are apt to be judged on an ad hoc basis. 

The Committee suggest that Government should, in consultation with 
the Sub-Committee of the Central Advisory Council for Industries lay down 
broad principles/guidelines for the guidapce of the Licensing Committee to 
facilitate consideration of industrial licensing applications. Wide and effec~ 
tive publicity should be given to these principles/guidelines so as to despcl 
any misgivings from the minds of entrepreneurs. 'The Committee need hard-
ly add that the broad/guidelines should in course of time be supplemented 
with case law so that the various nu~ces of the policy come to be crystallis-
ed in due course. 

3. In laying down broad principles particularly for basic/key industrks, 
the Committee need hardly stress that objective economic criteria should 
determine the location, size and capacity of basic/key industries. It is of 
the uUilost importance, in the context of developing economy, thi\t the end 
products of key/basic industries, which impinge on a wide range of manu~ 
factures, should be available at competitive prices, bearing parity, as far 
as possible, with international prices. 

Reply of Goyermaent 

" As indicated in our reply to other recommendations, Government have 
already set up an Expert Committee to enquire into the licc:llsing, system. 
A Committee of the Cabinet has also been constituted to review tho~ overall 
economic and industrial policies of Government to see how far the ,. objec-
tives for which they w:re framed have been achieved and whether any 
modifications are needed in these policies. 

2. Further action on the lines recommended by the Estimates Committee 
will be taken after the recommendations of the Tracker Committee and the 
views of the Cabinet Committee become available. 
[Ministry of Industrial Developmellt & Company ADairs (Department of 

Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
26th April, 1968] 

Recommendation (SI. No. 33, Para 3.31) 

The Committee commend the suggestion made by the Study TeRtm on 
D.G.T.D. that there should be an Appeal Sub-Committee of the Licensing 
Committee to consider appeals preferred by applicants against the rej~on 
of their applications and hope that Government would take an early deCISIon 
in the matter. 

Reply of Government 

The suggestion made by the Study Team on D.G.T.O. has already been 
considered by the. Go~ernment. In. accordance. with Rule 15(2) of the 
Registration and Llcensmg of IndustrIal ~ndertakmgs Rule~ 1952, where a 
1iC:cnce is pI:oposcd to be refused the. applicant has to ~ 8lven an opportu-
nity to state hi, case ~for~ O~vef1UIl:Cnt reaches a de~ls10n. In, accord~ce 
with this Ruleadminlstra,tlVe mstructlOns are already In force under WhiCh, 
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where it is proposed to tum dowD an application by the Licensing Com-
mittee or by the administrative Ministry under delegated powers, the appti-
CaJ1t is first informed of the proposal and asked to submit any representa-
tion that he may have to make. SuchcBtSes along with the representation 
ad the comments of the administrative Ministry concerned on it are PUl up 
to the Minister for obtaining his orders before reaching a final deci&ion. 
Since the decision to reject an application where the party has represented 
against the proposed rejection is taken finally only after the case has been 
put up to the level of the Minister, it was considered that it was not n~s­
sary to constitute a separate Appeal Sub-Committee of the Licenldag 
Committee for the purpose. 
[Ministry oj Industrial Development & Company Affairs (Department of 

Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
26th April. 19681. 

RecollUMadatioa (Serial No. 38, Para 3.53) 
. The Committee agree with the recommendation of the Study Team on 

D.G.T.D. that in order to eliminate infructuous work "a suitable fee should 
be prescribed for registration applications" and urge that an early decision 
should be taken in the matter. 

Reply of Government 
The volume of registration work with the D.G.T.D. has been consider-

ably reduced as a result of recent rationalisa,tion of registration procedures. 
As no infructuous work is involved in the D.G.T.D .• Government do not 
consider it necessary to prescribe any fee for registration. 
[Ministry of Industrial Development & Company Affairs (Department of 

Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
24th September, 1968]. 

Recommendation (Serial No. 44, Para 3.93) 
From the information furnished by Government it appears that in most 

cases, licences are issued for attaining the targetted capacity about the 'begin-
ning of the Plan period. The Committee have considered the points which 
were advanced before the Study Team on the Director General of Technical 
Development against the phasing out of the industrial licensing programme. 
While there is some force in these points, the Committee feel that the 
issue of a Ia,rge number of licences in a relatively short period tends to 
impose great strain on the available resources like investment capital, 
foreign exchange, scarce raw materials finding foreign collaborations as 
well as the domestic suppliers of equipment, etc. Such a procedure a,Iso 
leads to the blocking up of the whole capacity for the plan period and 
thereby tends to encourage the interested parties and groups to foreclose the 
licensed capacity. It also results in placing undue emphasis on the mere 
chronological receipt of applications ra,ther than on their intrinsic merits 
and competitiveness. The Committee ut:ge that the feasibility of phasing out 
licensing may be examined by Government in the light of above considera-
tions. 

Reply 01 GovernmeDt 
The phasing of lice.nsing needs considerably more detailed planning. 

The Planning Commission have so far been laying down only the fi~year 
L6LSS/69-6 
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!ugets. These tll!gets. provide the .guidelines to the Licensing Committee 
1D the matter of liceoslDg. If the licences ue to be phased out, it would 
~ necessary to bave a more detailed studY?f 'the gestation period of each 
mdustry and also to lay down annuBtl targets m each of the five-yeu period. 
'!his raises larger issues of planning techniques and licensing policy, wh;~h 
IS already .ngagin~ the attention of the Planning Commission and other 
concerned authorities. The Industrial Licensing Policy Inquiry Comlwttee 
set up by the Government is also going into the question of Licensing 
Policy. 
[Ministry oj Industrial Development & Company Affairs (Department of 

Industrial Developnu'nt) O.M. No. 4(l)/HR & EC/67, dated 
26th March, 1968]. ' 

Recommendation (51. No. 47, Para 3.113) 

The Committee recommend that close watch should be kept on the sale/ 
transfer of licences and requests for association of fresh partnership (entre-
preneurial talent of financial resources by the original licensee 
so as to prevent monopoli~tic growth and coDCel1tration of economic 
power in the hands of a few industries. The Committee suggest that tliIe 
previous record of performance of the entrepreneur should be taken into 
account at thc time of approval of application for grant of licences. 
Amongst other factors the Licensing Committee should carefully examine 
whatever the applicant is genuinely interested in setting up the industry and 
not merely acting as agent for others. 

Reply of Goverameat 
The recommendation has been noted. 
I t should, however, be mentioned that the Act does not bestow any 

'power on Government to prevent the transfer of ownersbip of units that 
:have some into existence. 

As reguds checking the previous record of performance of the entre-
preneur before the issue of a licence, this does not, of course, a riie in the 

.case of a new entrant. 
To prevent the blocking of capacity by applica,nts not genuinely inte-

CI. .. 'Stcd in production, Government have tightened up the procedures for 
revocation/cancellation of licences/letters of intent. It has also been pro-
vided that letters of intent automatically lapse after the specified period of 
"nlidity, in the event of the prescribed conditions not being fulfilled. 

To the extent that it is practicable on the ba,sis of the facts placed before 
·,them. the Licensing Comm:Uee also tries to assess the genuineness of the 
.applicant's interest in the scheme. 
{Ministry of Industrial Development & Company Affairs (Department of 

Industrial Development) O.M. No. 4(1)/HR &: EC/67, dated 
26th March, 1968] 

ReCOllllllGldatioa (S. No. 68, Para 6.12) 
The Committee would like Government to make a most careful review 

of the . guidelines for approval of collaboration agreements, having regard· to 
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the present state of development of industrialisation in the country, the 
foreJgD exchange resources available with special reference to the critical 
balance of payment position, the need for encouraging exploitation of 
know-how developed in national laboratories and other research institutions, 
etc. 

Reply of GovernmeDt 
The Ramaswamy Mudaliar Committee on Foreign Collaboration in its 

Report submitted to Government has examined this aspect and has suggest-
ed some guidelines to be followed by the Government in approving foreign 
collaboration proposals. The recommendations of the Committee have 
been accepted, by and large, by the Government. 

Recommendation 
The Committee would urge Government to identify in detail the indus-

tries where foreign collaboration is no longer necessary, as also to indicate 
areas where foreign technical know-how and designing would be welcome. 

Reply of GovernmeDt 
The preparation of lists of industries in which foreign collabora.tion is 

welcome and where it is not required is already under consideration of 
Government. 

Recommea ....... 
Government may also examine the question of laying down a minimum 

percentage of goods to be exported after the establishment of an industrial 
unit with foreign collaboration. It is also for consideration whether the 
payment of royalty as also repatriation of dividends should be allowed only 
through export earnings of the units. 

Reply of GovemmeDt 
It may not be practicable to enforce the recommendation regarding a 

minimum export ~rform.ance in all cases of foreign collaboration. In some 
of the more sophISticated manufacturing fields which we want to develop in 
the country and for which technical know-how is not easily available, the 
foreign coilaborators may not be agreeable to accept these conditions. 
However. as far as practicable, while approving foreign collaboration pro-
posals, a condition requiring the parties to export a specified percentage of 
products and/or to meet the payment of royalty and dividends out of export 
earnings is imposed, depending on the merits of each individual case. 

RecommendatioD 
It would be helpful if Government could identify processes for which it 

would be better in the overall interest, to purchase outright the know-how 
'for indigenous exploitation rather than burden the unit with recurring 
ToyaJty. 

Reply of Gove1"llJlleDt 
The Ramaswamy Mudaliar Committee in its report have also given ex-

'Pression to this view and the Government have already decided that in the 
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case of processes which are long-establisbcd aDd are unlikely to be over-
taken in the neaf future by technological obsolescence, outright purchase of 
design, know-how, etc., would be more advantageous than any other form 
of collaboration. 
[Ministry of Industrial Development & CompQ1lY A.Dairs (Deportment 

of Industrial Development) O.M. No. 4(1}/HR & EC/67, dated 
13th FiJhruary, 1968]. 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES HAVE 
NOT BEEN ACCEPTED BY THE COMMITTEE 

ReeommeadatioD (Serial No.3, Para 2.24) 

Tb.e Committee are constrained to note that inspite of the faat that 
Govemment were aware of the duplication and overlapping of certain pro--
visions in the IndUSltries (Dev. & Reg.) Act, 1951, and in certain ott. 
regulatory measures such as Essential Commodities Act, 1955, no action 
appears to have been taken so far to remove these anomalies. As sucb. a 
State Of Mairs tends to cause avoidable inconvenj"mce and harastment to 
industrialists and is likely to stand in the way of effective implementation of 
the relevant provisions of the Acts concerned, the Committee would urge 
the Government to examine this aspect urgently and take necessary remedial 
measures. 

Reply of Governm.ent 

The provisions of the Industries (Development & Regulation) Act, 
1951 were intended primarily to provide for the development. and regula-
tion of certain specified industries whereas the provisions of the Essential 
Commodities Act were meant primarily for ensuring the supplies or distri-
bution of what were classed a .. essential conmwdities. The purpose of the 
two en~ents being different. it cannot be said that they cover the same 
field. Nevertheless, it is appreciated that there is in fact a certain amount 
of overlapping in regard to the actual measures of control exercisable 
over commodities which come under the purview of both the Acts. Section 
]8-0 of the Industries (Development & Re~lation) Act, ]951, empowers 
the Central Government to control the diStTlbtttion and the availability at 
fair prices of any articles or class of articles relatable (,0 any industry specifi-
ed in the first schedule to the Act. The very same power is available in 
rc~ of essential commodities under Section 3 of the E:;sculial Commo-
dities Act. There are a few commodities like textile, cement and dru~ 
which come under the purview of both the Acts. Orders could h<.' passed, 
for example~ to control the availability at fair prices of say, textiles, under 
Section 18-G of the Industries (Development & Regulation) Act, 1951, as 
well as the Textile Control Order issued under the Essential Commodities 
Act. To this eactent there is overlapping. In actual practice, however, a 
conflict is avoided by· the Ministry of Industrial Development & Company 
Affairs consulting the Ministry of Commerce, whenever any order under 
Section 18-G relating to Essential Commodities which is also relatable to a 
scheduled industry is contemplated. There are, however, very many items 
which come under tho Industries (Development & Regulation) Act, which 
do not come under the Essential Commodities Act.. The powers available 
under Section 18-0 are necessary in respect of those items because the 
Essential Commodities Act cannot be used for that purpose. From this 
point of view, there is. therefore. no overlapping. Appropriate steps are, 
however, being taken to ensure that t.here is adequate liaison between the 
Ministry of Industrial Development & Company AfTair~ lind the Mioistry 
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of Commerce or any other appropriate Ministry concerned, so that no in-
amvenience is caused to the public owing to the slight overlapping in the 
two statutes. 
[MiniStry of Industrial Development & Company A.ffairs (Department 0/ 

Industrial Developmellt) O.M. No. 4(1)/HR & EC/67, dtlltd 
1st May, 1968]. 

CommeDts of die Coauaittee 

The Committee do not consider that adequate liaison between Ministries 
coocerned would help ia removing the anm,nalies in both the Acts as suds 
a procedure will not only entail delay but would also increase secretarial 
\\Ol'k. The Committee, therefore, reiterate that provisions ~ both the In-
dustries (Development & Regulation) Act, 1951 and the Essential Com-
modities Act may be reviewed in consultation with the Ministry of Law. 

RecoJlllDelldatiOil (SI. No. 8, Para 2.60) 
The Committee are greatly concerned at the issuo of licences much in 

excess of the targets as it tends to give a misleading picture. about the in.-
dustrial capacity and keeps away genuine entrepreneurs from coming into 
t1h: field. This practice also encourages foreclosure of licensing capacity by 
interested parties/groups who do not implement licences and thereby keep 
away competition from these industries. 

The Committee recommend that a strict watch should be kept on the 
~s made by licensees in ordcc to ensure that they take effective action 
to IIDplement the schemes within the stipulated time, failing wllich, the 
licences should be revoked or uansferred to other parties. The CQmmittlee 
would also suggest that a review should be made of all the unimplemented 
licences issued up to December, 1966, with a view to revoke those, whore 
no significant progress has been made so far. . 

Reply of GovernmeDt 
Government have noted tbe views of the Committee regarding ov«-

Jic:ensing of capacity. 
In some cases, there has been some over-liceosing of capacity to provide 

for shortfall on account of schemes which may not materialise. Furt:h« , 
in the case of industries with long gestation peciod of say 2 to 3 yean, 
over-licensing to some extent becomes necessary to meet future requiret-
menu. 

Progress of implementation of each industrial licence is reviewed from 
t~ to time and in appropriate cases revocation proceedings are initiated. 
Under the current "Letter-of-Intcnt" procedure, the letter4-intent autoJDa... 
tical1y lapses unless its validity is specifically extended. 
[Ministry of Industrial Development & Company ADairs (DeplII'tment of 

Industrial Development) O.M. No. 4(1)/HR & EC/67, dtlled 
lst May, 1968]. 

ColIUDeIIts of the ColIUIIIttee 
The Committee are not sure whether over-licensing is due to the laibue 

of some licences. It may be due to over-licensing also. The Committee 
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-woulfi like to stress the desirability of marnlining the prOcedure in this 
.regard. 

Recommendation (Serial No. 12, Para 2.78) 
The Committee regret to note that the Review of the Second Plan has 

not yet been published though six years have elapsed since the completion 
.of the Plan. They find that the Review of the Third Plan, as a whole, has 
a:I&o not yet been prepared. The Committee consider that for realistic 
Jianning, it is necessary that the targets laid down in the earlier PIan are 
reviewed and the reasons for their shortfalls identified, analysed and publi-
cised and responsibility fixed therefor. This i~ all the more necessary at 
the present juncture when there is so much controversy about the nonfulfil-
meut of targets in certain key sectors, and their effect on the conWlts and 
strategy of development for the Fourth Plan. 

The Committee urge that Government should bring out comprehensive 
and criticQI Reviews of the Second and Third Plans, without. delay. 

Reply of Government 
While separate reviews of the Seoond and Third Plans have not been 

published as in the case of the First Plan, it may be mentioned that critical 
reviews Qf these Plans have been made from time to time, in different publi-
cations brought out by the Planning Commission; for example-The Progress 
c:l. the Second Plan has been reviewed in the Report of the Third Five-Year 
Plan. The progress of the Third Five-Y car Plan has been: reviewed in the 
following publications :-

(i) Third Five Year Plan Progress Report 1961-62. 
• (ii) Third Five Year Plan A Mid-Term Appraisal. 
(iii) Third Five Year Plan Progress Report 1963-65. 
(iv) Draft outline of the Fourth Five-Year Plan. 

As these publications contain a fairly comprehensive and critical review 
of the progress of the Second and Third Plans, it is not considered necessary 
to bring out separate reviews of these Plan'S at this stage. 
[Ministry of Industrial. Development &; Company ADair; (Department 

Of Industrial. Development) O.M. No. 4(l)/HR &: EC/67. dJJJed 
9th February, 19681 

conunents of the Committee 

The cx>mmittce do not consider the reviews made in the above publica-
tions as adequate for the parpose. They stress that a critical review should 
be made of the Second and Third Plans. 

Recommendation (Serial No. 25, P81'8 2.207) 
The Committee wo·uld also like to emphasise that Gov~nment should 

ensure that fertilisers are made available to the cultivators at Tcasonahk 
prices 50 that the cost of production of food does not go high. The 
Committee understand that in some countries where agricultural pm-
duction has made considerable headway, fertilisers are supplied 
to the farmets at international or even lower prices. The Com-
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mittee have DO doubt that if fertilisers are made available at economic pri()OS. 
the Indian farmer would Dot be slow in making full use of them to 'Step up 
production and bring the proclaimed goal of self·sufficiency within reacb. 

Reply of GovernmeDt 
The principle enunciated in the recommendation has always been kept 

in view by the Ministry of Food and Agriculture in fixing the prices of 
fertilisers.' Fertilisers are sold partly by the Central Pool through the State 
Governments and partly by the fertihser factories directly through their 
agents. Statutory price control exists onl):' on 4 varieties of fertilisers and 
there is n'O price control on the other fertilisers. The considerations which 
are k~t in view while fixing pool prices of fertilisers sold by the Central 
Fertiliser Pool and the reasons for the prices of fertilisers in India being 
higher than in other countries have already been explained in detail in a 
note submitted to the Estimates Committee which was forwarded to the 
Lok Sabha S~cretariat by the Ministry of Petroleum and Chemicals vide 
their O.M. No. Ferts. 1-21(2)/67, dated the 3rd August, 1%7. A copy 
of the note may be seen at Appendix I. 
[Ministry of Industrial Development &: Company A.Dairs (Department 

of Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
20th January, 1968] 

eo-...... 01 the CoIIUDIttee 
. The Committee had recommended that fertilisers should be supplied to 

the farmers at international or even lower prices. The Committee are not 
(..'Onvinced by the contention of the Government that the principle that 
fertilisers arc made available to the cultivators at reasonable prices~ is kept 
in view by them. In this connection, they note that Government propose 
to levy a new excise duty OD fertilisers in the current budget. The Com-
mittee would like to be informed of how the Government plans to ensure 
availability of fertilisers to the cultivators at reasonable prices. 

Recommendation (Serial No. 30, Para 2.239 

The production of motor cycles/scooters started in the country during 
the first plan (1955). The Committee regret to note that at the end of the 
'Third Plan i.e. after a lapse of a period of about 12 years the production of 
motor cycles/scooters/3-wheelers has been 49,312 against an installed 
capacity of 75,000 numbers, tbllS registering a shortfall of about 39%. 
This under·utilisation of installed capacity has not only adversely affected 
the output of scooters etc., but as admitted by Government has also been 
the "principal factor responsible for high prices 0( scooters." The Committee 
are surprised to note the supply position (as stated to the Committee in 
August. 1966) was such that in Delhi, it would take a perwn 20 years and 
1 t years to get a lambretta and vespa 'SCOOter respectively after the date 
of application. 

The Committee arc, however, glad to note that scooters have been 
included in the priority list for purpose of import of essential components 
to increase the output of the existinR units and that licences have also been 
i~ed for the setting up of new units during the fourth plan period. It is 
gratifying to note that in 1967 itself it would be possible to "near1y double 
the production". 
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Since scooters are more or less COIlllllOn-man's conveyance, the Com-
mittee would like the Government to ensure that with the increased prodoo-
lion of scooters etc. every effort would be made to bring about economies 
in cheir cost of production with a view to see that they are avaiJable to the 
users at moderate and reasonable prices. 

Reply of Govemment 

As in the case of passenger cars, there is little scope to bring down tbe 
c~t of production of scooters in the existing factories, firstly because these 
plants were planned for a very low volume of production and secondl" 
because of the high cost of imported/indigenous components/raw mate-
rials. In order, however, to make available to the users, scooters at 
moderate and reasonable prices, Government have decided, in principle, to 
lioense one more unit which would be planned right from the belinning, 
for a sufficiently large volume of production (say 50,000 to 60,000 Nos. 
per annum) so as to achieve economies of scale. 
[MinisU'y oj Industrial Development & Company ADairs (D~partmmt 

Of Industrial Development) O.M. No. 4( 1) /HR & EC/67 , dilled 
20th lanuary, 1968] 

Comments of the Committee 
The Committee note that Government have decided, in principle, to 

IiWlse one more unit for a sufficiently large volume of production of 
$COOters 50 as to achieve economies of scale. The Committee would like 
to stress that the question of expansion of existing plants to achieve the 
objective of availability of scooters at more reasonable prices to consumen. 
'Vis~'vi!4 settinJ!; up of new plants should be carefully examined before 
amving at a decision in the matter. At the same time steps should be 
taicen to ensure that the existinJ!; Units utilise their capacities to the 
full. 

Recommendation (SL No. 52, Para 3.156) 
The Committee suggest that the term substantial expansion as appear-

jng in Section 13 of the Industries (Development and Regulation) Ar;t, 
may be c1early defined in terms of percentage so that a unit need only apply 
for permission, if its expansion programme is likely to cross the licensed 
capacity by more tban the permissible percen~e. 

Reply of Govenunent 

Substantial expansion as defined in the explanation under Section 13 of 
the Industries (Development & Regulation) Act, 1951. has come to be 
fairty well understood. Government is of the view that any effort to define 
"Substa.ntial Expansion" in more precise terms is likely to lead to practi-
cat difficulties. 
'(Ministry of Industriol Development &: Company ADairs (Department 

of Industrial Development) O.M. No. 4(1)/HR & EC/67, dated 
26th March. 19681 

CoDP'M"JIIs of the COIDIIliftee 
The Committee reiterate that the term substantial expansion as appear-

in~ in Section 13 of the Industries (Development & Regulation) Act. may 
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be clearly defined in terms of percentage so that a unit need only ~y 
Cor permission, if its expansion programme is likely to cross the liceDaed" 
capacity by more than the perm.issibie percentage. 

Recommendation (S. No. 54, Para 3.1(1) 
It is well recognised that goods can be produced more economically by 

expansion of the existing units rather than by setting up new undertakings. 
Keeping in view the public demand for supply of goods at competitive 
prices, the Committee suJ!:gest that Government should earnestly consider 
the suggestion that the expansion programme submitted by established 
units, :IllY be expeditiously considered and where found acceptable, le~rs 
of intent covering the entire expansion programme may be issued provi*d 
this does not encourage and create monopolies. Import licences for im-
plementing the expansion programme may be regulated keeping in view 
the stage of, expansion and the availability of foreign exchange. 

Reply of Government 
The recommendation has been noted. Wherever appropriate, expan-

sion of exi'itin~ units is ~ven preference over the setting up of new unit'!. 
Other considerations kept in view are the need to avoid monopoly and the 
foreclosure of capacities. 
IMini.vtry of Industrial Development & Company ADairs (Department 

of Industrial Development) O.M. No. 4(l)/HR & EC/67, dat~d 
• 9th February, 1968] 

CommentJ of the Conunlttee 
The Committee suggest that when new units are sanctioned ill prefe-

rence to approving applications for expansion of existing units, the reasons 
should be recorded and approved at the highest level in the Ministry. " 



CIIAPI'ER V 

RSCOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE STILL AWAITED 

Reeommenciatioa (S. No. 39, Para 3.S8) 
The Committee are not aware whether at the time of laying down the 

limit of Rs. 2S lakhs for licences for scheduled industries, the ever iQcreas-
iag cost of land, building, machinery, etc. was taken into account. 
SiDce the limit was laid down in 1964, there is no denying the fact that 
there has been a marked rise in the cost of land, building!., machinery and 
the position has been further accentuated due to rise in prices of machi-
nery, components etc. after devaluation. In view of these considerations, 
the Committee consider that it would be reasonable to revise the basis of 
'~ed assets' so that their value of plant and machinery alone is taken intO 
account in computing the capital limit. This would help in applying the 
definition uniformly to all industries, irrespective of the varying costs of 
land and buildings fro~ place to place, and from time to time. 

Reply of Govemment 
The recommendation has been noted and is under consideration. 

[Ministry of Industrial Development &: Company Affairs (Department 
Of Industrial Developmmt) O.M. No. 4(l)/HR & EC/67, tJ.ted 
9th February, 1968] 

• 
Recommendation (Serial No. 40, Para 3.66) 

The Committee feel that at the present stage of development of Indian 
economy, it is essential that emphasis should be placed on establishment of 
most competitive industrial units so that the end-products are available to 
the public at competitive and low prices. The Committee, dierefore, re-
commend that Government should evolve a suitable procedure for invit-
iaa applications by public notice from p~ctive entrepreneurs, Vlho 
sboukl be Jtiven adequate time to enclose with their applications. fGUiblUty 
reports indicating the capital cost, the foreign exchange component, the 
COlt and sale of price per unit etc. so that applications may be iudged on 
the basis of their competitiveness.. The Committee sUlI;gest that the pr0-
cedure in thi" behalf should be worked out in consultation with represeDUl-
tive bodies of producers. trade, commerce, industry and con,:;unlers etc. and 
finalised with the approval of the Central Advisory Council for Induslric3. 

Reply of Gmemmeut 
The particular issue raised in the recommendation is still under Gov-

ernment's consideration and a final decision win be taken after the report 
of the Industrial Licensing Policy Inquiry Committee is received. 
[Ministry of Industrial Development & Company Affmrs (Department 

Of lndu.ftrial Development) O.M. No. 4(l)/HR & EC/67. dated 
9th Fl'bruary, 1968] 
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Recommeadatioa (Serial No. 48, Para 3.125) 
1be Committee are concerned to note the short--comings brought out 

in the industrial licensing system by Dr. Hazari in his interim report on 
Industrial Planning and LicenSing POlicy submitted to Government. In 
particular they note that ODO ~ industrial house was able to submit multiple 
applications for each product which tended to build pressure and pre-empt 
licensable capacity in many industries and that many applications from 
this particular group were by trading and/or finance companies which 
had small assets to show against the licences issued to them. The Com-
mittee would urge that Government should examine very carefully the result 
of study made by Dr. Hazari and take remedial measures to arrest the UD-
healthy trends mentioned above and to ensure that industrial power does 
DOt concentrate in a few hands to the detriment of the general interest of 
the economy and the consumer. 

Reply 01 Govemme.at 
1be Government have s~ appointed an Expert Committee to enquire 

into the working of the industrial licensing system. during the past ten years 
with a view to ascertaining whether the larger industrial houses have. in 
fact, secured undue advantage over other applicants in the matter of issue 
of such licences and whether thet failure on their part to implemt.at the 
licences has resuhed in pre--emption of capacity. The need to avoid CODca:l-
tration of industrial POWell:' in a few hands will also be kept in view by the 
Committee. 

The recommendations made in Dr. Hazari's Report (Final) are UDder 
the consideration of Government. 
[Ministry of Industrial Development &: Comparry ADairs (Departml!nt 

of Industrial Development) O.M. No. 4(1)/HR & EC/67, tlI#ed 
20th January, 1968] 

RecommeadatiOll No. 77 (Para No. 7.39) 
.. In the matter of prices of industrial products it is essential that strin-

gent measures are taken to control them at a reasonable level. A si2nifi-
cant feature, of the commodity control is evident in the case of cement, 
soaps, vanaspati, etc. supplies where Government have been able to perIU-
&de the organised sector of the industry to practise voluntary price control. 
1'be Committee however consider it important that there should be a clear 
cut policy with regard to voluntary price controls as neither in the Tbird 
Five Year Plan Dar in the Industrial Policy Resolution, 1956, any mention 
has been made of resort to such type of. controls. 

New Delhi 
28tir April, ] 969 

8tir VtJisalcha, 1891 (Saka) 

P. VENKATASUBHAIAH. 
CluIltmllll, 

Estimtl~s Commlttee. 



APPENDIX I 

(Vide Serial No. 25, para 2.207) 

(A) 11Ie Procedure for detenn.iniDg the l'8Iious elements taken iatocoa.-
Iiideration for ftxiag die Pool Prices reasons for the prices of 

ferdUzers in India being higher than in other Countries. 

The fertilizers procured indigenously and imported from abroad are 
pooled together and issued at uniform prices fixed for various intereits 
throughout the country. These uniform prices are known as POOl prices 
and are fixed per M.T. F.O.R. port/despatching stations, freight pre-paid 
by the Central Fertiliser Pool upto the. rail-head destination. These prices 
are influenced by procurement prices paid to the indi2enous factories 8nd 
to the foreign suppliers. The following factors are broadly taken into 
account for deciding the Pool prices to be charged :-

.1. Purchase Costs : 
(a) lnd;genous.-The Central Fertiliser Pool takes over the produc-

tio. of indigenous factories by paying them agreed ex-factory prices known 
as the retention prices or procurement prices. This price is settled after 
COIISUltation with the Chief Cost Accounts Officer, Ministry of Finaace 
wbo conducts cost study of the products with due regard to costs of pm-
duction and a fair return to the producer, before making his recommenda:-
tiORfI • • 
. (b) lmports.-The Central Fertiliser Pool places indents on the De-
partment of Supply for placing contracts on the manufacturers/suppb 
abroad. The indents specify the Quantities, the types and the material end 
bavJdng specifications. The Department of Supply places contracts. wtlh 
foreWJ suppliers in consultation with the Ministry of Fmance. ArranAe-
JllQIits for shipping of the imported materials are made mainly by the Chief 
Controller of Chartering in the case of purchase of f.o.b. basis. For ship-
p~ of supplies contracted on c.i.f. basis, arrangements are made by sup-
pliers abroad. 

(c) Ocean frtight.-Where purchase contract is on F.O.B. basis thc 
ocean freUdlt is paid by the Pool, as determined bv the Chief Controller of 
<l1artering. ]n the case of imports under US AID, 50% of the cargo is 
to be carried by US F1ag Vessels. 

The above elements of cost and freiAltt are computed, and an arinual-
\1IOJtins! averajtc on the basi'S of the contractll finalised and likely to be 
fiaaJised at the time of detcrmininjt such costs, is worked out separ,atelv 
for each of the fertilisers. . 

2. Htmdling Charges on Imports: 
These cbarges comprise of 'port trust dues, !;tevedoring, clearing BIle! 

forwardin~ char~, stora~e at ports, etc. The ch~ on these ele .... ts 
mar lIarv from port to port but an aveta~ figure is adopted. . 
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3. Imerest on Capital : 

.This represents the amount of interest charged on the capiUl oetJay 
on IIIlpOrts for working out the no-profit no-l~s price. This rate is ix.I!d by 
the Ministry of Finance from year to year. 

4. Departmental Charges : 

Departmental charges for services rendered, in respect of impor1ed ferti-
Users are levied by the approved agencies, namelv the State TradiDg Coq,o-
ration of India, the ISM, Washington and the lSD, London. In our cal-
culations we include the element of Departmental charges at 1.0%. Tlaese 
'Vary from 0.5% to 1.5%. 

5. Inland Freight: 

This represents the freight incurred on despatching fertilisers from 
PGI1Ifactories to rail-head destinations. An all India average is arrlved 
at' for the purpose and is adopted for fixing the Pool prices. ' 

6. Incidental charges : 
These comprise of indirect expenses on administration !luch as salaries, 
~, contribution, p;OOown rent and other charges and' losses in traDIIit, 
etc. An ad-hoc figure of Rs. 4 per M.T. is' adopted on this account. 
7. ",",eat on 60 Days Credit : 

The State Governments have been allowed a credit of 60 days 
forpayinp; the cost of fertilisers supplied by the Central Fertiliser Pool. A 
~ of interest @ 8.25% P.A. is made on that account. 

All the above costs are added toJtether and a 'no profit no losS~ price 
is arrived at bv dividin~ the total cost by the total tonnage of that 1)3l'ticu-
.. fertiliser. NormallV the no-profit no-loss price is the goidinp; factOr 'for 
... the Pool price. Besides this, the following points are also kept in 
~ in decidin:lt the final pool price :- ' 

( 1) Possibilities that these costs may undergo changes due to 
price trends and other unforeseen reaS0D5. 

(2) Relative popularity of different types of fertilisers. 
(3) Need to provide incentive for promoting the sale of certain 

varieties of fertilisers. 

8. Reasons f.or the Prices of Fertilisers in India being higher thLJn in oilw.r 
countries. 

'The prices of fertilizers in India are higher as compared to, their prices. 
in Bmy other countries, mainly because, on account of inadequate io.~t 
production, we have to depend on imports involving additional expenses On 
ocean freight. loading & unloading etc .. etc. at the ports beside.. .. price paid 
to foreign suppliers. The landed cost of imported fertilisers in Iudia is 
dlerefore. naturally "higher than the domestic prices in the exporting coua-
~. The cost of production of indigenous fertilisers is alSo quite biIb. 
After devaluation the cost of imported fertilisers and raw materials "as 
gone up by 57.5% as compared to pre-devaluation prices. Despite the 
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various factors that contribute to prices of fertilisers in India being bigb, an 
effort has always been made to keep them down as far as possible so daat 
the cultivators find: their use economical. After devaluation on 6-6-1966. 
prices of fertilisers and fertiliser raw materials imported from abroad were 
subsidised to counter the effect of devaluation to the full extent, upto 
31-3-1967. However, on a review of this policy, Government of IDdN. 
felt that heavy burden: of this subsidY, on the exchequer cannot be continued. 
am the Government therefore, decided to reduce this subsidy with effect 
from 1-4-1967. 

Even at the new prices, it is estimated that thQ Government would be 
subsidising fertilisers to the extent of about Rs. 19 crores in 1967-68. 

It is hoped that fertiliser prices in India would stabilise at lower le1Iels 
with the setting up of large si1..ed fertiliser plants in future based on latest 
technological developments, offering economies of scale and technology. 

(8) A detailed note on the Govenunent's Policy reprding subsidy OD IeI1i-
lisen changes in rates frOm time to time and their eftec:t. 

The rollowin~ subsidies on fertilisers were in force during 1966-67 in 
various parts of the country :-

(i) Subsidy on Phosphatic Fertilisl'rs : 
A subsidy n~ exceeding 25% of the sale price of Phosphatic Fertililers, 

tbe cost of sUbsldy to be shared equally by the Central and State Govan-
ments, was admissible upto 31st March, 1967. The option to allow dNa 
slbidy or not was lef~ to the State Governments who had to share the colt 
OIl SO ~ 50 basis. 
(ii) Special Subsidy in backward Unioll Territorie.f ~ 

A subsidy of 25% of the retail price of Nitro2Cnous Fertilisers and 50% 
of the retail price of phosphatic fertilisers was in force in the Union Teni.-
toties of Manipur. Tripura, Andaman & Nicobar Islands and: Laccadive and 
Minicoy Islands which were considered to be highly backward areas. 

(iii) Subsidy on cost oj traltS1JOr! 0/ Fertilisers in hilly and in-accenible 
anaa: 

1be extra cost (over and above normal transport costs in other areas) 
of transporting fertilisers from the Dearest rail head to' the consuming ceDtres 
is met by Government and the cost is shared by the Central and Slate 
Governments on a 50 : 50 basis. 
(iv) Subsidy to oOset the incrca.ve ill prices of imported Fertilisers mui 

Fertiliser raw materials as a result of devaluation: 

This subsidy, the cost of which was met exclusively by the Central 
Government was being paid:-

(a) to the manufacturers of indigenous fertilisers using imported 
raw materialS and 

(b) to the State Trading Corporation of India for imported potassic 
fertilisers ; 

The pool issue prices of fertilisers' imported by the Government of India 
and distributed by the Central Fertiliser Pool were also maintained at the. 



rates prevailing before devaluation and the losses arising from this absorbed 
b1 the Pool. 
.. (c) For actual use of powdered rock phosphate in direct fonn a 

subsidy of Rs. 57 per tonne was allowed. 

2. REVISION OF SUBSIDIES FROM 1-4-1967 

The need for continuing these subsidies was reviewed by Government 
in March, 1967. After a careful consideration of all relevant factors, the 
foUowing deci~ions were taken :-
(a) Subsidy on Phosphatic Fertilisers: 

This subsidy had been introduced in the .Second Plan' to poputarise phos-
phatic fertilisers among farmers. It had been in force during the two plan 
pctiods and bad achieved its principal 'purpose. It was generally agreed by 
this Ministry a.rui the Planning CODlUllssion that there was no further need 
tb continue this subsidy. It was, therefore, decided to abolish this subsidy 
from 1-4-1967. 
(b) Special subsidy in backward Union Te"itories: 

These subsidies were also introduced in order to popularise fertilisers 
among the farmers in these backward areas who were unaccustomed to the 
use of fertilisers. As a result of this subsidy fertilisers had gradual1y become 
popular with the farmers in these Union Territopes and the demand was 
picking up. . As such subsidies must tend to decrease with the increase in 
coasumption, it· was decided in consultation with the Planning Commission 
to reduce tbe rate of subsidy gradually and to abolish it! completely from 
1969-70. The rates of subsidy in force during 1966-67 and those proposed 
for the next three years are gIven below :-

YeOI' Nitrogeno,. PhosphatiC' 
jertilLr;ers fertilisers 

1966-67 25% 50% 
1967-68 20% 40%' 
1968-69 15% 25% 
1969-70 nil nil 

(c) Subsidy to Off-set the increase in prices of imported fertiliser.s and ferti­
liser raw materials as a result of devaluation : 
At present about 2/3 of nitrogenous fertilisers, about 1/3 of phosphatic 

fc.rti1isers and the entire potassic fertilisers consumed in this country are 
imported. Although devaluation resulted in an increase in C.l.F. cost of 
imported fertilisers and fertiliser raw-materials by 57.5 %, fertilio;cr prices 
were DOt immediately increased. 

The estimated cost of this subsidy during 1966-67 was Rs. 50 crores 
approximately. If the subsidy had been continued at the same levels aDd 
the pool prices also maintained at the same levels as were prevalent during 
19~67, the cost would have come to Rs. 57.72 crores approximately. 
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In view of the heavy cost of maintaining this subsidy it was decided to 
make the following changes with effect from 1..4-1967 :-

(a) Subsidy paid to indigenous manufacturers producing fertilisers using 
imported raw materials was discontinued. 

(b) The subsidy on imported Muriate of Potash was reduced to SO% 
of the previous rate and fixed at 18.25% of the C.I.F cost of the fertilisers. 
The Subsidy on Sulphate of Potash which is the other potassic fertiliser used 
IR the country was abolished completely as it is used primarily for Tobacco 
and Grapes which are highly remunerative crops. 

(c) The subsidy on powdered rock phosphate be reduced to Rs. 30 per 
tonne from the ceiling rate of Rs. 57 per tonne. 

(d) The pool issue prices of fertilisers imported and sold by the Central 
Fcrtiliser Pool were revised upwards in order to reduce the losses suffered 
by the Pool. While revising the prices the nutrient content of each fertiliser', 
the degree of its popularity with the farmers. and the average price per unit 
of nutrient were kept in view. In the case of Urea which IS the most 
concentrated fertilisers, prices were revised to the extent necessary to ensure 
that thc Pool does not suffer any loss on its distribution. In the case of 
Ammonium Sulphate which is the most popular fertiliser, the prices were 
raised by approximately 23% but even so the Pool would; still sutTer a 106~ 
of a little over Rs. 8 crores as the imported cost of this: fertiliser is very 
high. In the case of Ammonium Phosphate (20: 20) the Pool would suffer 
a lose of approximately Rs. 2 crores in spite of the increase In price by 
about 25%. In the case of other fertilisers. the Pool would either be 
making a small profit or a small loss at the new prices. 

3. PRICj:: OF POOL FERTILISERS BEFORE AND AFTER 1-4-1967 

.... A statement indicating the pool issue prices, distribution margin and 
relail prices of fe·rtilisers sold by the Central Fertiliser Pool before 1-4-1967 
and after 1-4-1967, is attached (Annexure 1). 

A statement giving the per acre cost of fertilisers required for growing 
new high yielding varieties of wheat. paddy, maize, Jawar and Bajra is 
attached (Annexure II). It would be noticed that the cost of the fertilisers. 
required for one acre of these crops has gon~ up by approxJmately 17.1 % 
in the case of wheat. paddy and maize, 16.9% for Jowar and 16.5% for 
Bajrn. In terms of Rupees the increase will be Rs. 10.SSp. for Bajra, 
Rs. 15.42 p. for lowar and Rs. 20.30p. for tho other three crops. This 
increase in cost of cultivation arising out of the increase in fertiliser prices 
will be adequately compensated by the increased production obtained by the 
cultivators. particularly with fertiliser responsive new varieties of seed. 1be 
demand for fertilisers exceeds the supply even now and in general farmers 
find fertiliser use profitable even at the revised prices. 
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APPENDIX n 

(Vide Introduction) 

AIIDlysis of the action taken by the Government on the recommendations eM­
lained in the Ninth Report 0/ the Estimates Committee (Fourth Lok ~. 

I. Total Number of Recommendations 85 

II. Recommendations which have been accepted by 
Government (vide recommendations at S.Nos. 2, 
4-7, 9-11,13-24, 26, 27,29,32,34-37,41-43,45, 
46,49-51,53, 55-57,69-76, 78-85) .. 

, Number 66 
Percentage of total 77· 5 

Ill. Recommendations which the Committee do not desire 
to pursue in view of Government's reply (Vide 
recommendations at S. No.1. 28,31,33,38,44.47, 
68) 
Number 8' 
Percentage of total 9· S 

IV. Recommendations in respect of which replies of Govern-
ment have Dot been accepted by the Committee 
(Vide recommendations at S. Nos. 3, 8, 12,25.30, 
52,54) 
Num~ 7 
Percentage of total 8 . 5 

v. Recommendations in respect of which final replies of 
Government are awaited: (Vide recommendations 
at S. Nos. 39. 40, 48, 77) 
Number 4 
Percentage of total •. 4·5 

78 
6US/69-13-S-1969-GIPF. 



51. Name of Alent Agency SI. Name of Agent r No. No. No. ---
DELHI 33. Oxford Book &; Stationery 68 

COIllP!'ny. Scindia House. 
14. lain Book Apncy. Can- 11 Conaaugbt Place. New 

naught Place. New Delhi. Delhi-I. 

2'. Sat Naraln & Sons, 3141 t 3 34. People'. Publisbing House, 16 
Mohd. Ali Bazar. Mati . Rani Jhansi Road, New 
Gate, Delhi. Delhi. 

26. Atma Ram &; SODS, Kash· 9 3'. Tho UnJted Book AacIlC7. 88 
48. Amrlt Kaur Market, 

mere Gate. Dclhi-6. Pabar Galij, New Delhi. 

27. J. M. Jaina &; Brothers, 
Marl Gate, Delhi., 

11 36. Hind Book House. 
lanpath, New Delhi. 

82. 9' 
28. The Central News Agency, 15 37. Bookwclls. 4, Sant Naran- 9tS 

23/90. Connauaht Place, kari Colony. Kinpwa,y 
New Delhi. Camp, Dolhi·9. 

29. The Ena1ish Book Store. 20 
MANIPUR 

7·L. Connaught, Circus. 38. 5hti N. Chaoba Sinab. 77 
New Delhi. News Agent. Ramlal Paul, 

Hlah School Annexe. 
30. Laksbmi Book Store., 42. 23 Imphal. 

Municipal Market, Janpatb, 
AGENTS IN FORElON New Delbi. 

t" COUNTRIES . ;, . 

31. Bahree Brothers. J 88 uq.. 27 . ~ :",:.'!':' 

patrai Market. DcJbi·6. 39. Tho Secretary. Establlll.. 59 
.ment Department,'l1Ie 

32. Jayana Book Depot, Cha,t 66 
Hta Commlsaion of India, 
In a House. Aldwycb, 

parwala Kuan. Karol Ba LONDON~ W.C.-2. New Dclbf. 
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