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INTRODUCTION 

I, the Chairman; Committee on Public Undertakings having beeD! 
authorised by the Committee to present the Report on their behalf, present. 
this Eighteenth Report on Heavy Engineering Corporation Limited. 

2. The Report of the Committee is based on the comprehensive' 
appraisal done by the Comptroller and Auditor General of India, as con­
tained in the Central Government Audit Report (Commercial), 1970-
Part VII and also on an examination in depth of the working of Heavy 
Engineering Corporation up to the year ending 31st March, 1971. 

3. The examination of the Heavy Engineering Corporation Ltd. was, 
taken up initially by the Committee on Public Undertakings (1970-71). 
The Coounittee on Public Undertakings (1971-72) took the evidence of the 
representatives of the Heavy Engineering Corporation Ltd. on the 12th, 
November, 1971 and the Ministry of Steel and Mines (Department of 
Steel) on the 17th and 18th November. 1971. 

4. The Committee on Public Undertakings considered and adopted 
the Report at their sitting held on the 20th April, 1972. 

5. The Committee wish to express their thanks to the Ministry of Steel 
and Mines (Department of Steel) and the Heavy Engineering Corporation 
Ltd. for placing before them the material and information they wanted in 
connection with the examination of Heavy Engineering Corporation Ltd. 
They wish to thank in particular the representatives of the Ministry and the 
Corporation who gave their evidence and placed their considered views, 
before the Committee. 

6. The Committee also place on record their appreciation of the assis­
tance rendered to them by the Comptroller and Auditor General of India 
in connection with the examination of Audit paragraphs relating to Heavy 
Engineering Corporation Limited. 

NEW DELHI; 

April 26, 1972 

Vaisakha 6, 1894 (S). 

(ix) 

M. B. RANA,. 
ChDirman, 

Committee on PubUc Undertaking9-

• 
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INTRODUCTORY 

(A) Historical Background and Objects and Functions of Heavy Engineering 
Corporation Ltd, 

1.1. The Heavy Engineering Corporation Limited, Ranchi was incor­
porated on 31st December, 1958 under the Companies Act, 1956 in the 
State of Bihar with its registered office at Ranchi. The Corporation was 
set up to develop the manufacture of heavy capital equipments in the 
country through (a) Heavy Machine Building Plant (HMBP), (b) Foundry 
Forge Plant (FFP) and (c) A Coal Mining Machinery Plant (CMMP). 
The Corporation's office was first formed in Delhi in May, 1959 when the 
three Projects were actually transferred to the Corporation. The Office of 
the Corporation was shifted to Ranchi in September, 1959. In November, 
1960, the Corporation was entrusted by the Government with the execution 
of the Heavy Machine Tools Project for the manufacture of heavy machine 
tools., 

1.2. The Corporation had prepared a proposal to set up a Steel Struc­
tural Fabrication Shop for a capacity of 25,000 tonnes of fabricated struc­
turals per annum on double shift basis as an adjunct to the Heavy Machine 
Building Plant. The proposal had been approved by the Government in 
early, 1965. The Coal Mining Machinery Project was formed into a sepa­
rate Corporation called Mining & Allied Machinery Corporation with effect 
from 1st April, 1965. 

Heavy Machine Building Plant 
1.3. The question of setting up a unit for the manufacture of heavy 

machinery and equipment had been under consideration of the Government 
of India since 1955. In view of an ambitious programme of development 
of iron & steel industry in India in the 2nd. 3rd, 4th and subsequent Plan 
periods, there was a great need for India becoming self-sufficient as early as 
possible in the manufacture of heavy machinery and eqUipment particularly 
those required by the Steel Plants. A team of experts from the U.S.S.R. 
invited by the Government to advise on the establishment of a unit for the 
manufacture of heavy machinery and equipment required by the iron. and 
steel plants submitted its preliminary project report in January, 1957. 

1.4. More or less at the same time. the U.K. Engineering Mission 
appointed under the joint aegis of the Colombo plan and the Federation of 
British Industries had carried out similar survey and submitted their report 
in Jllnuary, 1957. The Soviet experts opinion was that to make the anit 
economical, it should not have a capacity below 45,000 tonnes per annum 
and they would welcome starting up a unit with 80,000 tonnes capacity 
capable of expansion upto 1,65,000 tonnes. The British team, however. 

, had suggested units of smaller capacity, dispersed in different parts of the 
COUl\try. 

1.5. The Government appointed a Committee under the Chairmanship 
of Shri Jehangir Ghandy, Director, Tata Industries (P) Ltd., to examine the 
proposals of the U.S.S.R. team and the U;K. Mission and to advise them 
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on the most suitable plan for the establishment of heavy engineering indus- . 
try. The Committee reported in March, 1957 that the proposals of the· 
U.K. Mission were preferable to those of the Soviet team. However, ulti-
mately at the end of 195'7 the Governinent decided to set up the plant with 
technical collaboration and credit assistance of the U.S.S.R. having 80,000' 
tonnes per annum cap'acity starting wIth 45,000 tonnes in the first stage to· 
be expanded to 80,000 tonnes in the second stage. 

1.6. An agreement for the preparation of Detailed Project Report was. 
signed in December, 1957. The report was received in June 1959 and 
after examination by 11 Committee of experts, it was accepted in November, 
1959. An agreement for the supply of plant, equipotent and certain other 
materials to be imported from the U.S.S.R. was slgned on 12th March, 
1960. 

1.7. In April, 1960, the Government decided tha~ instead of implement­
ing the Heavy Machine Building Project in two stages the Corporation 
may go ahead with the plant of 80,000 tonnes in one stage. As a result 
another contract was entered into in July, 1962, for the supply of plant 
and machinery. Initial production in the plant commenced in November, 
) 963 while the construction/erection of equipment was in progress. 

Steel Structural Fabrication Shop 
1.8. To meet the requirements of steel structures the Corporation 

decided to put up a Steel Structural Fabrication Shop with a capacity of 
25,000 tonnes of fabricated structurals on a double shift basis as an 
adjunct to the HMBP. The proposal was approved by the Government 
carly in 1965 and its execution was taken up by Corporation thereafter. 
Initial production in the shop commenced in 1966 with the limited equIp­
ment installed at the time. 

Foundry Forge Plant (FFP) 

1.9. The Government had also felt that besides the concept of the 
Heavy Machine BuUding Plant which was to come up much later, there 
was need in the country for the manufacture of heavier ranges of castings 
and forgings, since a number of private sector units had been licensed for 
undertaking manufacture of machinery for Sugar. Jute. Cement Industri~s, 
etc. all of Which required large sized and heavy castings. A committee 
was therefore set up by the Government in 1955 to consider the approXi­
mate demand of castings and forgings to determine the most suitable capa­
city: to be developed. Pursuant to the recommendations of the team, global: 
teDders were inVited by the Government for setting up a Foundry Forse 
P1ant having an annual capacity of 25,000 toDDes of f'Cy iron castings. 
15,000 tonnes of steel castings and 5000 tonnes of forgangs. Out of quota­
tiOftS received in response to the tender notice the offer of Messrs Techno­
export of Czechoslovakia was considered to be the most attractive. They 
also offered deferred payment terms. 

1. t O. In their report on HMBP the Soviet team had recommended a 
captive foundry and forge plant to form an integral part of the project. 
Therefore, in January, 1958 the Government accepted the C2!eChoslonkian 
offer for setting up a Foundry Forge Plant and decided to tie it up with the' 
Heavy Machine Building Plant. 
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1.11. TIle size of Ute F.F.P. o&Iered by Mis. l'echnoexport waS fovad 
; to eorrespoad to an appr~ximate fJl'od1Iction of 23,()OO tannes ofbePy 
machinery items included in the HMBP by the Scmet team. This was 
inadequate to meet the needs of castings ,and forgings of HMBP whicb was 

,to t,ave a capacity of 4S,O()Otpns even in the fir~ st8$e. 'It was therefore 
decided to arrat:lge for its immediate expansioll 19' meet the reql,lirements of 
HMBP upto 45,000 tons stage. The 23,000 tons capacity came to be 

. called as the first stage and 45,000 tons as the secpnd stage. The detailed 
project report for capacity of 45,000 toos WIJS received in November, 1959 
and after detailed examination it was accepted on the 12th April, 1960. 
The contract for the supply of plant and equipment for the second stage 
was executed on the 31st March, 1961. 

1.12. With the decision to meet the requirements of HMBP for castings 
and forgings upto 80,000 tons of heavy mru:hinery items and also of the 
HMTP it was decided to raise the capacity of the FFP further to constitute 
the first phase of the third stage. The Detailed Project Report for addi­
tional capacity was accepted in May, 1963. A fresh contract for the 
supply of plant and mru:hinery was also enteTed into io May, 1963. 

1.13. This plant was to meet the requirements of HMBP in respect of 
'castings upto 100 tons piece-weight and of forgings upto 30 tons piece­
weight. In order to meet the requirements of forgings of higher weight 
ranges it was decided to set up a 6000/8000 tonne forging press as a part 
of the FFP. Offers received in response to Global enquires for this press 
were examined and a contract was signed with Mis. Technoexport of 
Czechoslovakia in February, 1964. The construction work of thIS press 
is now in progress. Initial production in this plant commenced in 1964-65 
based on the equipment installed. 

Heavy Machine Tools Plant 

1.14. On the recommendations of a Committee appointed to study the 
pattern of demand, capacity etc. for Hea.vy Machine Tools the Government 
took decision that a factory should be set up to undertoake manufacture of 
diverse items of heavy tools starting with 10,000 tons per annum in the 
first stage to be ultimately expanded to 20,000 tons in the second stage. In 
November, 1960 the Corporation was entrusted with the execution of this 
project, locating the same in Ranchi for the reason that the supply of 
heavy castings required by the' HMTP could conveniently be met by the 
F.F.P. A contract with Mis. Technocxport of Czechoslovakia for the 
preparation of the Detailed Project Report was executed on the 31 st May, 
1961. It was received in April. 1962 and accepted on thc 30th May, 1963. 
A contract for the supply of plant and equipment by Mis. Technoexport was 
also executed on the 30th May. 1963. Initial production in this unit com­
menced in 1966-67. 

(B) Examination of the project by the Estimates Committee and the 
Committee on Public Undertakings 

1.15. The project was examined by the Estimates Committee (1963-64). 
The Estimates Committee presented to the Lok Sabha their Fifty-llrst 
Report on the working of Heavy Engineering Corporation Ltd., RanCID on 
the 3rd April. 1964. The Seventh Report of the Committee on Public 
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Undertakings on the Action Taken by Government on the recommenda·­
tioas. contained in the Fifty-first Report of the Estimates Committee was 
presented to the Lok Sabba on the 5th March. 1968. 

1.16. The project was again ~xamined bj' the Committee on Public 
Undertakings (1967-68). The Committee on Public Undertakings presented, 
to the Lok Sabha their 14th Report on the working of Heavy Engineering 
COrPOration Ltd. on the 24th April, 1968. The 13th Report of the Com­
mittee on Public Undertakings on the Action taken by Government on the 
recommendations contained in the 14th Report of the Committee on Public 
Undertakings was presented to the Lok Sabha on the 27th April. 1972. 

1.17. One of the functions of the Committee on Public Undertakings is 
to examine the Audit Reports, if any, of the Comptroller and Auditor Gene­
raJ. of India on the wQrking of Public Undertakings. The present examina­
tio,n of the Heavy Engineering Corporation Ltd. is based largely on the 
comprehensive appraisal of the working of the Heavy Engineering Corpora- , 
tion Ltd. contained in the Audit Report (Commercial), 1970-Part VII. 
The Audit Reports (Commercial), 1968 and 1969 aJso included some para­
grapbs on certain individual cases of irregu}arities, losses etc. in the Heavy 
Engineering Corporation Ltd. These pamgrapbs have also been considered, 
by ~ the Committee. 
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PROJECT ESTIMATES 

2.1. According to the estimates in the Detailed Project Report, the 
entire heavy engineering complex consisting of the Heavy Machine Buildin& 
Plant, the Foundry Forge Plant and the Heavy Machine Tools Plant (in-
cluding township) W!lS estimated to cost Rs. 132.79 crores. Subsequently', 
it was found that the cost of certain items (Rs. 47.66 crores) was not in-
cluded in the estimajes made in the Project Report. The total cost inclu­
sive of these items was estimated at Rs. 180.45 crores. According to the 
revision of estimates made up to June, 1964, the total COSt was anticipated 
at Rs. 212.87 cro~. The estimates underwent further revision from time 
to time and the ulti~te estimated figure of total cost stands at Rs. 211.77 
crores. Out of the above, estimates of Rs. 177.53 crores (Rs. 108.53 crores 
in respect of Foundry Forge Plant. Rs. 22.27 crores in respect of Heavy 
Machine Tools Plant and Rs. 46.73 crores for the Heavy Machine Building 
Plant) have so far been approved by the Government. The actual expendi­
ture incurred upto 31st March, ] 971 was Rs. 187.41 crores. 

2.2. The table below shows the cost of each project as estimated in the 
Detailed Project Report, as per latest estimates approved by Government,. 
the date of sanction and the actua,l expenditure incurred upto 31-3-71 ;-

1. 

2. 

3. 

4. 

As estimated in Latest Estimates Datcof Actual 
DPR appro\1~d by Oovt. Sanction Expenditure 

as on 
31·3·71 

Ru~ In Crares 
Foundry ForJc Pro· 
ject I and n \tage } 46·60 108·53 16-5·68 93 ·30 

71·62 
Ristase .. 2j0()2 

Hea~aChine Bull· 
diDi nt.. .. til 44'20 

}%on StnJc&wal Fabrica· 30045 9-4.70 45'83-
tioD Workshop of 
H.M.B.P. .. 2'30 2'.53 

H.M.T.P. 18'.55 22-27 18-6·69 17 '18 

120·62 177-53 1.56 '31 

eU)\t of burnt out equipment Rs. 50 lakhs e1tCluded as this is not included in the 
Project cost estimates . 

• 2.3. The Ministry have informed the Committee that the increase in the 
project ~stlmates was substantially due to the DPR's not having covered a 
number of items which would normally be included in them. The position 

5 
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in regard to the three ,projects of Heavy Engineering Corporation Limited 
is as under :-

.Foundry Forge Plant 

The estimate of .cost of the plant as shown in the various detailed pro­
.icct reports, was Rs. 61.61 crores upto lst Phase of third stage expansion. 
The revised cost estimate in May, 1965 was Rs. 97.41 crores. The capital 
·cost mcreased by a further amount of Rs. 11.12 crores on account of 
devaluation of the Indian rupee. The net increase in the May, 1965 esti­
mates over the DPR estimate (i.e. Rs. 97.41-Rs. 61.67-Rs. 35.74 crores) 
is made up as follows :-

(/I) Items not included in DPR. "c~Rs, 19 '79 crores 

(b) Iocrcase in cost of construction " .. ~Rs. 11 ,89 

(c) Additional items of work (6,000 tonnes press) .. .. -Rs. 6 ·27 

(d) Sav,inss c,lfectcd by the com~any while l'eviewinl the 
estimate In M~, 1965 .. .. .. .. .. Rs. (-) 2 ,21 

Rs. 35 '74 crOTes 

Items not included in the detlailed project reports but included in the 
-final cost eSf:imate 9f the pro,icct, are cost of detailed pro.iect reports, con­
sultancy fee, erection. supervision fee ete.; customs duty,-insurance, freight. 
sand washing plant, tranSformer cranes, cost of foreign experts, training of 
Indian Engineers abroad, Railway siding outside plant, temporary office 
buildings and establishment costs. These items were not included in the 
DPR as according to the practice prevalent in Czechoslovakia. Messrs 
Techno-export, the party which prepared the DPR's included in the pro­
.iect reeorts only such of those items as had a direct bearing on the erection 
-of the plant and did not ~nc1ude items on which expenditure had to be 
incurred by the Qrompting agency from internal resources. 

The increase in the cost of construction was due to the increase in the 
<juantity of fabricated ,steel to the extent of 10,641 tonnes to be used over 
and above the DPR provision of 33,000 tonnes. The DPR provision was 
-only tentative. The designs were prepared on the basis of section of steel 
indicated in lSI publications furnished by the Indian party but during exe­
cution. these had to be modified to the nearest size actually manufactured 
in the country. Further, the DPR drawings provided for welded structures 
but having regard to the limited capacity for stich work in the counlry, re­
vetted structures' were resorted to thereby increasing the quantity of steel. 
The increase was also partly due to the poor soil conditions resulting in an 
extra expenditure of Rs. 3.03 crores on pile foundations. Further the rates 
provided in the DPR estimates for the various item~ were ?ased on the 
Bhilai Steel Plant'cost whith turned out 10 be 'conmderably madequate for 
Rlinchi. 

lIeav.v Machine Building PUlIlt 
'~ Heavy Machine Bvtlding PI apt proper has been set up with ass1s­

taliCe ftomthe G9~ernmeUt of USSR. The Plant bas also ~ttachecr to it, a 
sleel structural shop which has been sct np without any foreIgn asslstaI1ce. 
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The. detailed Protect· RepOrt for the Heavy Machine Building Plant pro­
per prepared by the USSR Authorities in 1959 contained only estimates of 
cost of civil construc,tion, plant and equipment, erection expenses and did 
not include the cost on account of various external and internal charges like 
cost of detailed Project Report, working drawings, expenses on foreign ex­
perts and expenditure on training of Indian Engineers abroad. The esti­
mates in the detailed Project Report and the approved estimates are as 
under :-

(Figures in Rs. lakbs) 

DPR EstilJ)8tes Approved 
Estimates 

1. Civil construction 106 948 
2. Plant and equipment 1996 2520 
3. Erection expenses 113 123 
4. DPR, workinf dl1lwings, technical documentation, 

organisationa manual . . .. .. .. Not shown 179 
5. Foreign experts -do- 27(. 
6. Training of Indian Engineers abroad -do- 50 
7. Other recurring and non-recurring expenditure .. -do- 324 

----
2,815 4,420 

In so far as the ~teel Structural Shop is concerned, the capital cost was 
estimated at Rs. 240 lakhs and the project was approved in January, 
1965. 

The revised llPprQved capital cost is Rs. 253 lakhs and the comparative 
details are as under : 

(Figures in Rs. lakhs) 

Initial Approved 
Estimates Estimates 

I. Ovil works 86·00 99·50 
2. Plant and equipment 100,00 105 '00 
3. Miscellaneous 54·00 25·50 
4. Increase on account of devaluation of Indian rupee 23'00 

TOTAL 240·00 253'00 
Heavy Machine Tools Plant.-The DPR estimates and the approved 

estimates compare as under : 

I. Machinery and equipment .. 
2. Customs Duty 
3. Inland Railway rreight &. Port clearance charges on 

Machinery &. equipment 
4. Ere~tion expenses on Machinery &. Equipmcnt •. 
5. Construction cost within the plant boundry 
6. Construction costs not included in DPR 
7. Pavments for technical collaboration and consultan.:y 

services, cost of design documentation detailed pro­
ject Reports etc. 

8. Other costs 

2- J 5R LSS/72 

(Figures in Rs. lakhs) 

DPR Approved 
Estimates Estimates 

1,360'75 
Nil 

40·75 
77·82 

375·91 
Nil 

1,855 ·23 

919'00 
230·00 

35·00 
35 ·00 

352·35 
74·4g 

478 ·12 
103·05 

2.227 '00 
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As in the ca.se of the other two plants, the increase in the cost estimates 
'Was mainly the result of certain items of expenditure not having been pro­
vided for in the OP&.. 

2.4. The question o£ increase in the capital cost estimates of the proj~c1S 
of HEC was considered be the Estimates Committee (1963-64) in their 
.51 sl Report and again by the Committee on Public Undertakings (1967 -6S ) 
in their 14th Report on Heavy Engineering Corporation Ltd. The Esti­
mates Committee observed that it was not correct to undertake a project 
on the basis of incomplete estimates and to subsequentiy increase the out­
lay thereon. That Committee re.commended that the final estimates of the 
various projects be immediately prepared and placed before Parliament. 
The Committee on Public Undertakin~s (1967-68) expressed their rl!grct 
that even after m_orc than seven years from the submission of the original 
cstimat~s by the Corporation in June, 1960, these estimates had not heen 
approved by the Government. not to speak of their being placed befor.: the 
Parliament. 

2.5. The Committee asked the Ministry to furnish a detail~ note show­
ing when the estimates for each plant were received for the first time from 
HEC, the stages through which it passed, the extent of the time taken Lit 
each stage, the rea.sons for the inordinate delay and the particulars of persons 
who were responsible for this delay, in sanctioning of estimates. In .reply 
the Ministry furnished a statement (Appendix-I) showing the various stagl:s 
of cach case from the time a complete proposal from thc Company was 
received to the time of issue of final sanction by Government. 

2.6. The Ministry further stated as follows :-
"No particular person, as such, was responsible for the delay at a,ny 

'stage. In view of the nature and magnitUde of the costs. careful 
·scrutiny was required of the various items included in the cost estimates 
and their reasonableness. The cost estimates included a number of 
items not included in the detailed project report, as for example. the cost 
of detailed project report, working drawings, etc., and it had to he 
examined why these were not included at the D.P.R. stage. Throu~hout. 
the endeavour was to keep down the cost to the irreducible minimum 
and to avoid all wasteful expenditure." 

2.7. During evidence. the Secr~tary. Ministry of Steel and Min..:s 
(Dapartment of Steel) admitted that there had been considerable delay in 
the final approval ~nd sanction of estimates. He. however, stated that the 
position with rcgaf(~ to this had considerahly improved and it was po<;<,iblc 
to get sanctions quicker then was the casc in the past. 

2.8. The Committee enquired as to how the expenses were incurred 
without the sam:tion of the estimates. The Secretary stated qs under :--

"Actually the funds were released bv Government in spite of the 
fact that no form III sanction of estimates had been given. This is 11nt a 
satisfactory featu.Le." 

He further stated,:-
"Government was aware that money was being spent, funds \\cre 

being made aVLlilable for this purpose and provisions were included iI' 
the budget. But the unsatisfactory fcatun:: was that the formal srrnctiol1 
had not been jssued. Tf that had been Issued there would have b~cl1 
much better control." 
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Headdcd that "the procedural delay has dmsed delay inissmng th~ tor..: 
.u:al sanction.'" 

· }.:slimales for Township and Common C/wges 

2.9. The Ministry informed Audit in July, 1970 that "The Estimates or 
.. .cost of township ./Ild 'common charges' are yet to be submitted by thc Cor­

poration fQl' approval." The Ministry have informed the Committee that 
"The estimates of township and common charges have since been submitted 
by the Company to Government for approval." They have added that 
"Though Heavy Engineering Corporation Ltd. submitted an estimate of 

· cost of township in 1964, they did not furnish certain clarifications asked for 
· on this estimate as a result of which the estimate could not be approvcd. 

2.] O. The Conunittee enquired from the Corporation as to what ex­
penditure had been incurred upto 31 st March, ] 97] on townships and what 
was the justification for incurring the cost without getting it approved frol1l 

; the Governmcnt. 

In reply. 'i1 hZls been stated that 

"ExI'ctld;ture upto 31-3-1971 on Township amounted to Rs. 18.79 
nores. The original estimates for the Township';' for Government 
approval in :June, t 964. The budget estimates for constr\lction work in 
Township ar~ also got sanctioned by Government each year. The ex­
penditure is ·thus covered by hudgetary sanction accorded by Govcrno· 
ment. However. the total expcnditure is within the original e.-.timatc." 

"as submitlcd;o the Board were ,,1'0 submitted. 

2.11. The expenditure incurred on Headquarters upto 31st March. 
1971 has been R'i. 11.31 erol'Cs. 

2.12. During evidence the Committee enquircd whether the Ministry 
· :lgreed that the. submission/approval of project estimates long after the 

completion of the work, defeat the very purpose for which such appr\wal is 
required to he sought i.e. control on actual expenditure. The Secretary 

· (Ministry of Steel and Mines) replied as under :-

"It is unsatisfactory that the township has been constructed without the 
proper sanction of the estimate. The reason why financial sanction has 
not been issued is that some of the land was acquired hy Bihar Govern­
ment and they haye to teU us how much money has to bc paid and the 
Finance Ministrv was rcluctant to issue that sanction unless theY \WIT 
madc aware of the actual cost. What J am hoping to do is to m:lk.: an 
assessmcnt of what the land acquisition cost will be and then go alh:ad 
with the i~sue of sanction and if necessary a supplcme.ntary sanction C:l1l 

he issued later on." 

2.13. The Committee take a serious note that it took the Corporation 
· and the Ministrv almost ten years to finalise the t'lapital estimates of the 
~'arious projeds of nEC. The estimates for town!;hip and 'common char:tes' 
are let to be finalised by them. It is unfair to the Parliament and to the 
~ountr.v to make them c(,mmit to .a project on a peacemeal basis from vear 
'0 year without 2ivi~ 11 true and realistic picture of the final cost of the 

· project. 
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2.14. The Committee would Uke to strongly re-emphasise and reiterate 
what has been stated in the 51st Report of the Estimates Committee (1963-64) 
that the 'total commitments on such projects should be prepared as realisti­
cally as possible in the beginning and should be avaUable to Government and 
Parliament before a project is approved, so that there is proper and effective 
control on the finances of the Company'. The Committee recommend that 
all the procedural delays should be investigated and responsibility fixed for 
tlte varions lapses which have caused fbe deJay in the sanction of the 
estimates. 
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AGREEME~TS wrm CONSULTANTS AND COLLABORATORS 

A. Agreement for supply of Plant and Eqalpment-FODIIdry Forp Plant 

3.1. In August, 1958 the Government entered into an QiIeement with 
Mis. Technoexport (now Skadoexport) of Czechoslovakia for the supply of 
plant and machinery and equipment valued at Rs. 10 crores for stage 1 of 
the Project. In March, 1961 two more agreements and in May, 1965 one 
more agreement were entered into with the same firm for the supply of : 

(a) Spares valued at Rs. 77 lakhs P.O.B. required for stage-I, to 
be delivered between July, 1962 and December, 1964. 

(b) Plant and machinery valued at Rs. 7 crores P.O.B. (to be 
delivered by October, 1964) and spares worth Rs. 60 lakhs 
F.O.B. (to be delivered on a date to be settled mutually) for 
stage-IT of the Project; and 

(c) Spare parts valued at Rs. 12.03 lakhs P.O.B. (to be deUvered 
during the periOd from January, 1966 to March, 1968) for 
the lst phase of stage-III. 

3.2. Owing to delay in the completion of civil work, steel fab:ication 
work, etc. the Company requested the firm in early 1962 to defer the delivery 
of the plant and equipment for both the stages, but no such request wa,s made 
regarding the supply of spares. As a result, almost the entire quantity of 
sparrs received by 31 st March, 1965 3gainst the frrst two agreements and 
during July, 1965 to August, 1968 against the 3rd Agreement were recieved 
prematurely. The cost of the these spares amounted to Rs. 232.84 lakhs 
after taking into account the elements of customs duty, freight, insurance, etc. 
~md the effect of the devaluation on actual payment. 

3.3. In addition to these spares equipment worth Rs. 3.45 crores ordered 
for stage-l of the Project and received before the request fOr deferring of 
:;upplies was made also remained idle for more than two years till they 
were issued for erection. 

3.4. During the course of evidence the Committee enquired as to why 
no request was made fOr the deferment of supply of spares for the plant and 
equipment, the delivery of which was got postponed, and whether this was 
due to omission. The Chairman, HEC stated that "the normal practice of 
cours!;! is that when machines are purchased, spares will also come along 
with them. Hut this has not been donc." He added that "normally cont­
racts for thl! spare par:s should he a part of the equipment. ]n this C'a~e. 
somehow the contract of the spare parts was different and nobody connect­
ed this with the collaborators and they went on supplying the spare parts." 

Subseyuently in a written reply it has been stated that "presumably it 
was considered that sp~res would be supplied alon~ with the f¥juipmcnt." 
1t has been added that "the last consignment oJl eqwpment for 1 stage was 
received by June, 1965 ~d tIle last consignment of spares for 1 stage was 
received by January, 1966." . 

II 
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3.5. The Committee enquircd whether it was due to the lack of co­
ordination bctween the two contracts. They further enquired whethcr 
there was enough time for the Corporation to try and stop the spares being. 
imported when the original machines were not being imported just then_ 
The Chairman replied that 'This should have been done because the 
contracts arc separate. Somebody should have seen that the contract for 
spaJ:'c part-s should also be taken into consideration b.ij,t it was ~ot dOQe." 
The Chairman admitted that there was a lack of coordination. 

3.6. During the course of evidence of the representatives of the Ministry 
of Steel and Mines (Department of Steel), the Secrctary, Ministry of Steel 
and Mines a)so agreed that "it was wrong not to have deferred thl.! srutres 
when the equipment was deferred." 

3.7. The Committee enqnired whether any responsibility has been fixed 
for the lapse and if not, the reasons therefor. The Secretary replied in the 
negativt' but promised to examine the matter. 

3.8. The Committee note witb profound regrec .hat Spal'&$ l\ orlh morc' 
than two crores of Rupees were re~ived much before the reccipt of plant· 
Hnd equipment for whicb the spares were required. The spares rusted in' 
the ~tores till the platat and equipment arrived. The capital rcmainedi 
blocked. The 105s of intere5t has not been calculated. In their explanation 
[or the loss tbe Corporation have merely stated '"presumably it "'as con­
sidered. that the spares would be supplied alollgwitb the equipment". lit 
tlte opinion of the Committee the buge los~ suffered by .he Corporation jo, 
due- to litter lack of coordination. . . 

3.9. Tile Committee recommend that the Ministry should re-examine the 
whole matter and fix responsibility for this serious lap~c. 

~.I n. Till 196'7-68 the imported spares issued for maintenance and 
repirir of equipment were not accounted for. During 196R-69 the value of 
th~~c spares was assessed at Rs.38.54 lakhs on the basis of the quantity 
of production in the Foundry Forge Plant during the years 1964-65 to 1968-
69 instc&d of on the basis of act~al. issues on the ground that prices of 
individual items were not furnished by the suppliers. Accordingly. ncces­
sar·,' adjustments were carried out in the accounts for 1968-69. 

3.11. The Committee enquired whether it was not possible to find a way 
oul so as to co-relate the booking in accounts with the actual consumption 
in order to have a proper control on consumption of ~torcs/sparcs. In reply 
it has been stated that "it is desirable to co-relate the booking in accounts 
with the actual cpnsumption of spare parts." It has. however, been added 
that ·'this would be possible if price of individual itl.!l1lS is known. Notional 
rate can also be adopted if at least individual weight of each spares is known. 
This will be kept in vjew for adoption as far as possible." 

3.12. The Committee rcgr(.'t that what the Corpora:ion thell1!o1c1ns feci 
as 'desirable' has not been doue in practice. HEe Plant!! are not the only 
plants set up with the ~lIaboration of Em Europeall COWl tries. Heav~ 
Engineerina Corporadoa should bave consulted other similar underfaki~s 
ond should have tried to ~relate the booking in accounts with the actost 
Cflnsumption in order to have a proper control on tonsumption of store!J/ 
spates. 
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3.13. l'heC~"ee recommend that the MlRisIt'y/Bareau of Public' 
Enterpr:ises should isSue gahIeIlnts IIUIkinR it obligatory Ott an Public Under­
takings tolnskt that the price and weigltt of each indi.ldtaal !ip8re/equi~t 
to be imported is mentioned in a statement attached to eawh agreemelit, : with 
foreign (.'OIlaborators. . 

B. Agreement for Consultancy and TechnicaiServices fe)r Foundry Forge 
. Plant and Hellvy Machine Tools Ptant 

3.14. The collaborators fOr the Foundry Forge Plant and the Heavy 
Machine Tools Plant aro the same Czechoslovakian firm, viz. Skadoexport. 
The Corporation' had entered into several agreements with this firm for 
consultancy services. Though the Government of India, in accordance 
with the recommendations of the Estimates Committee had laid down in 
September, 1960 the principles to govern fixation of renumeration and fcc 
for comultancy services, uniform procedure regarding the payment· of fees 
\Va" not included in the four agreements entered into during May, 1963-
June, 1964. In some eases it was to be calculated on the basis of cstimated 
mail··months subject to adjustment on the basis of aCtuals. In ather .cases 
tiler" ~as no provision for such adjustment. There was ambiguity about 
the definition of 'man-months' also. In one agreement it was stated that 
fee8 shOuld be calculated on "the basis of actual man-months of service put 
in durin.!! ttte period." The other agreements stated that the calculatiOn was 
to ~ made "in direct proportion to the number and duration of stay in 
India of the suppliers' specialists". The Company had doubts on the points 
whether the periods of Jeavespcnt in and O\1t of India, terminal leave, 
tr~nsit time and non-availed porHons of leave fOr wbicb cash payment 'was 
111ade' were to be included in the man-months til be taken into account for 
payment to the collaborators. under these agreements. The Company 
reFerred the matter to the Goverrtment in April, 1967 who advistl(! 'that 
the issueinight be kept pending till a settlement was ~eached in regard to 
the salaries of Czechoslovakian technicians, Accordingly. the Company 
continued to pay the collaborators for the doubtful periods ofleilVe,jour­
llL'y ,l=tc.,The paymeot on SlICR acc;oun~$.:~mol#lted.to ,&s. 1,4~ I,~s up 
to 31-3-1969 for the Heav.y Machine Tools. Plant alon~ .The Foundry 
Forge Plant has not assessed. .. the amount so far. 

3.15: The (:;ommittee enq~.r~d a~ to what were the 'rc.asons fOr not 
foHowing uniform procedUre regarding the payment of fees to Mis. Skado~ 
nport with whom the 'Corporation entered tnt() severa) agreements for 
consultancy services. , ., .' . 

In reply, it has been stated as fol~ows :-. . . 
"The agreements were entered into with Mis Skadoexport on 

different dates ranging from 195R to 1964. The earlier agreements 
l'!"0vided for payment of lump sum amounts as fees for consultancy 
Which havc been improved upon in the subsequent agreement in which 
the fees payable have been linked up with the man-months of the 
experts. Thus a uniform procedure was not illlowed in order that 
improvements can be effected in arriving at the basis for payment." 

Asked whether the agreements were entered into with the approval of 
Government, it has been stated that "all the agreements have received the 
approval of Government." . 
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3.16. The Colllllli,tlec enquired whether any final settlement with regard 
to the principles governing fixation for remuneration and fee for consultancy 
serViCes had been made with the collaborators and how much amount was 
paid up-to-date in respect of the doubtful periods, separately for Heavy 
Machine Tools Plant and Foundry Forge Plant. 

In reply. it has been stated as under :-

"The Government of India, Ministry of Finance, Department of 
Economic Affairs have since clarified that the technological fee is to be 
paid to the Czechoslova,kia Organisation concerned in addition to the 
salaries of the experts to cover charges for requisitioning the services of 
the Czechoslovak Experts and expenses to be incurred according to the 
Czechoslovak regulations on medical, 11calth and retirement facilitics 
etc. for the experts. This fee is a part of the salary though shown 
separately and is payable during the whole period of the stay of the 
experts, inclusive oil the leave period, spent in India or outside and the 
transit period." 

3.17. So far asthe agreements with Mis. Skadoexport for the 1st and 
2nd Stages are concerned, though the consultation and supervision fee pay­
able was worked out on the basis of estimated mall-months at the time of 
D.P.R. this fee is not subject to adjustment on the basis of acutal man­
months and is a ~ed amount payable in 4 instalments. Hence, as there is no 
link between the fee payable and the actual man months there is no question 
of payment of the fee in regard to doubtful period of journey etc. So far 
as the agreements in regard to Illil and IIIIII stages are concerned, the fee 
is payable in 4 instalments the first three payments being on fixed dates and 
the final instalment being payable on the basis of actual man-months after 
completion of the work. Accordingly, 3 instalments on the basis of esti­
mated man-montlJs b,ilve been paid to MIs. Skadoexport, and the last and 
fin~ instalments have not yet been paid as the work is still continuing. In 
view of the Government clarification now given the payments for period of 
leave transit ctc. cannot be construed as doubtful." 

l.18. The Conualttee are happy that the doubts about the paymellts til 
the collaborators for doubtful periods of leave, joumey ek. lave since been 
cleared. The Corporation have received daritication from Government 
that "the doubtful periods are not doubtful and that the payment has to be 
made." But the fad remain.~ that the doubts arose only because unifonn 
procedure was not adopted eveu after September, 1960 wben principles to 
govern fixation of remuneration and fee for consultancy services were laid 
down by the Government in accordance with the recommendation.4i of the 
Estimates Committee. The Committee reiterate tbat in future the procedure 
laid down by the Government in regard to such matters should be fotriCtly 
adhered to by the Undertaking.~ wbOe entering into agreements witb foreign 
countries. 
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"4.2. The Commit~ ~U(luiredas to whatwas, the up-to·dute position 
with n:gard, to. the c~J,ruction and commis,~ionjng 1of all the'plants. hi nlp\y 
it has been stated as~ under :- '. ' , 

"Construction and commissioning of Heavy Machint: Building Plant 
:md Heavy Machine Tools Plant are complete (exc~pt for some equiP.' 
ment still to be put up in the Steel Structural Fabrica1ionshop ot 
Heavy Machine Building Plant). The 1st and 2nd Stage'ot the Foundry 
Forge Project has been completed. However, there had been delay of a 
'f!.)w months ove~ the 1966 programme. Work on the ilL/I stage and JI]/U 
stage is in the progress. The main work in the lUll stage yet to be cont~ 
~leted is commissioning of 10 Ton Electric Arc Furna.ce and Expansion 
of the producer Plant. 10 Ton Electric Arc Furnace is ready for commis­
sioning. Producer Plant will be ready by the cnd of 1972. 1lI1ll stage 
comprises of 6,000. Tonne.<; Press. The erection of the Press with two­
;urnaces is scheduled to be completed by the end of December, 1971 and 
:he unit will be commissioned by March, 1972. This is as per schedule. 
of April, 1971':. . 

4.3. The reasons for delay in the completion of the each of the three 
Plants are given below :-

rowulry Forge Plant 

(0) Owing to inadequtlcy of initial soil investigation by the Bihar 
Institute of Hydraulit and AppliuU Research, KhOt1g~u1i, additional soil 
investigation'had to be undertaken between 1961 and 1963 at.u cost of 
Rs. 2.25 lakhs. 

(b) Because of the soil being of low behring capacity the Company had 
to go' in for pile foundations of bUildings which resulted an additional work 
the cost of which amounted to Rs. 303.48 lakhs. 

(Ie) It took over eight months to issue work orders for steel Jabrication 
work from the date of receipt of tenders. In the opinion of the Management 
the time taken from the date of receipt of tendcrs to issue of .... ork orders 
"cannot be construed as delay as this is very modest timc required to pro­
cess the tenders of this magnitUde and complexity involving Rs. 712 lakhs." 

. (d) The progress of fabrication work done by the f'abricators was slow 
mainly on account of delay in procurement of steel for a total quantity of 
44,300 tonnes of fa;bricated structures. (The indents for the procurement 
of steel were initiated only afte.r the work, orders had been placed on the 
fabricators. By the time, the fabricators received matched steel, their shop 
capacity had been filled with other project works and they were, thcrefor~. 
not able to give full rated monthly fabrication.) 

Apart from this, other reasons which caused delay were :-

(i) Revision in original indents caused by amendment of indenting 
procedure by, the Iron and Steel Controller. 

(ii) Inability on the part of producers to supply plates and !iections, 
necessitating iatge scale imports. 

(iii) Plates, and sections were ordered in specific lerigthc; 'but mills 
could bot supply in these lengths even after prolonged delay. 
Ultimately materials were acc~pted in random lengths. 
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(iv) As steel could not be received by the fabricators in matched 
quantities, proper sequence of fabrication and erection could 
not be maintained and some of the fabricated structures could 
not be erected even though received at site. 

Heavy Machine Building Plant 
There was delay in : 

(a) receipt of working drawings, (according to the construction 
schedule of April, 1962 the working drawings were to be 
received during the periOd from December, 1960 to June, 1962 
but were actually received during the period from April, 1961 to 
May, 1966). 

(b) receipt of steel structures, (according to construction schedule 
for commissioning of shops, drawn in April, 1962, the shipment 
of the steel structures was to be completed between November, 
1961 and July, 1963, but it was actually completed between 
January, 1963 and August, 1965); 

(c) receipt of equipment, (According to construction schedule 
drawn in April, 1962, the equipment shouid have been 
received between September, 1961 and June, 1964. Upto May, 
1966, equipment ranging between 50.03 per cent and 96.00 per 
cent of the actual requirement was received); 

(d) receipt of electrical materials. All the supplies mentioned above 
were to be made by the Russian Collaborators. Recovery by 
way of compensation for the Joss due to delay in supplies was 
not considered by the Company as the agreement did not pro­
vide for recovery of liquidated damages. Management stated 
(January, J 970) that the collaborators did not agree to the 
inclusion of a clause in the agreement for recovery of liquidated 
damages. 

Heavy Machine Tools Plant 
(a) Construction of main production building was delayed because of 

failure to fabricate necessary structurals by the company itself on account 
of its difficulty in procuring matching steel. 

(b) Delay in construction of building as well as belated supply of 
foundation drawings by the overseas suppliers resulted in delays in erection 
of machinery. There was delay in obtaining and erecting heavy Electrical 
Overhead Travelling crane from YugosJavia which was necessary before 
erection of machinery and equipment. Delay was also caused in release of 
foreign exchange, issue of import licence, etc. 

4.4. The Committee on Public Undertakings (1967-68) in Paras 30 
and 31 of their Fourteenth Report (Fourth Lok Sabha) on (Jc::I';Y Engineer· 
ing Corporation Ltd. expressed their regret regarding the inordinate delays 
in the construction and commissioni.Ag of the projects of the Corporation. 
The Committee recommended that steps should be taken to complete the 
construction and to commission all the plant .. expeditiously. Tn their reply 
dated 9-1-69 the Ministry inter-alia stated that initial production had already. 
commenced in the three plants. In the case of Heavy Machine Building 
Plant and Heavy Machine Tools Plant small quantity of equipment was yet 
to be installed and this was dependent on receipt from abroad. 
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4.5. The Committee enquired by what date and from what countries the­
enquipments were expected to be received and the date on whick these were 
actually received. They further enquired as to what were the reasons for the 
late receipt ofl such equipment and what action had been taken in the matter. 
In their reply dated 9-6-71 the Ministry have stated as under :-

Heavy Machine Building Plant 
"Equipments were to be shipped from USSR by 1966. These were 

received during April, 1967 May, 1968. The delivery period of 8 
machines had been extended upto the 3rd quarter of 1967. Some equip­
ments received at Calcutta could not be transported to Ranchi for want 
of special wagons. USSR authorities have attributed the delays in supplies 
to the fact that latest developments were being incorporated in the­
machine tools to be supplied with reference to the manufacturing 
technology of items. There is no provision in the protocol signed with 
USSR Government for liquidated damages for delay in the supply of 
equipment. " 

Heavy Machine Tools Plant 
The delay had been in respect of (1) 5 nos. of Electrical overhead 

travelling Cranes from Yogslavia, (2) 6 Nos. of machine tools from Switzer­
land and (3) 2 nos. of machine tools from East Germany. ' 

(I) 5 nos. of EDT Cranes from Yogoslavia 

(2) (, nos. of machine tools from Switzerland 

(3) 2 nos. machine tools from East Germany 

Delivery 
Schedule 

Actual 
receipt 

Middle of 1966 May. 1967 to 
Nov.. 1967. 

-do- During the fir~t 
half of \968. 

-do- -de-

(i) Deliveries of EOT cranes were delayed due to renegotiation and 
settlement of prices in the context of the devaluation of Indian Rupee in 
June, 1966. 

(ii) The purchase orders for the Swiss and East German machines were 
placed between November, 1964 and March, 1965. The procurement of 
import licences for these machines particularly for the Swiss machines took 
a long time on account of delay in the allocation of foreign exchange. After 
the relea,se of foreign exchange in May, 1965, the Swiss supplier did nol 
a,ccept the orders until the Swiss Government approved the credit facilities 
till January/February, 1967." 

4.6. As regards the delay in the commissioning of Foundry Forge 
Plant the Committee on Public Undertakings (1967-68) in Para 29 of their 
14th Report on H.E.C. Ltd. observed as follows :-

"~e original ~oncept of setting ~p of Foundry Forge Pro~ct was 
that thiS plant which has a metallurgical base will supply all the forg­
ings and castings required by the Heavy Machine Building Plant to meet 

• its full needs for the 80,000 tons annual production of heavy machinery. 
Because .of delay in commissioning of F.F.P., the requirements of forgings 
and castings for the H.M.B.P. had to be met from other sources includ­
ing imports of heavier range of castings and forgings not available 
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indigenously. 'The value of steel castings and forgings obtained from 
indigenous sources during 1964-~!; to 1966-67 amounted to Rs. 52.95 
lakhs. Besides. castings and forgings of the value of Rs. 75.50 lakhs had 
to be imported during the same period." 

4.7. The Committee enquired as to what was the value of steel C~IStillgs 
:md J'orging.'i obtained from indigenous sources ,during 1963-69 to 1 Q70-71 
(Year-wise) in order t<;l meet the needs of the Heavy Machine Building Plant 
and the value of castings and forgings which had to be imported, during that 
period becallse of delay in the construction and commissioning ('If Foundry 

]Forge Shop. The management have furnished the following information:-

(i) 'Volue of Steel Castings and Forgings ordered Oil indigenous SOl/Res. 

Year 

1968-69 
1969-70 
1970-71 

" , 

. (jj Value of imparf~d castings alld Forgings. 

Contracl No. 

I. 2802/8 dt. 13-9-67 .. 
2. 39S9/B d!. 12-11-611 .. 

,3. 3161/Bdt. 24-12-68 
4. 88241 dl. 25-6-69 

Value 
IRs. in 
IJkh,) 

2H ·RR 
1 ~3 ·34 

{;·22 

Rs. 'r' 
lakh-, 

714 
5 '(M 
(1·12 

:~.:!::! 

'The above contracts wcre signed during 1967-69, but the 1I1:,~c\ials 
were received during 196R-69, 1969-70 and 1970-71. . 

The total value of the imported castings and Forgings has been :11 rived 
nn the basis of Its. 6.000 per M.T. the rate at which the items were c\:.luatcd 
at the time of finalising the draft contract (the contracts including Mechani­
cal and Electrical items also, have been signed at Rs. 11.000 per M.T.) It 
is not possible at this stage to indicate whether the Castings and Forgings 
were included in the import list because of the delay in cOl11mis~ioning of 
F,F.P. or due to tight delivery schedule." 

4.8. During evidence. the Se,cretary. Ministry of Sted and Mines 
(Department of Steel) informed the Committee as under:-

"The schedule for completing the work relating to FFP "hich was 
finalised in April. 1962 and revised in April, 1966 rdated onl •. t() the 

'first and second stages of FFP. According to the revi.,ed prol;ra!l1;~l(~ the 
erection work in Steel Foundry Forge Shop. Rought Machine Shell and 
Fettling Shop was to be completed between April, 1968 and August, 
1968. The revised programme for completing: the erection could not be 
adhered to and the work was substantially completed only by tht: end 
of the December, 196R. There was thus, a delay of four to eight r:./mths 
in completing the work as compared to the revised programme of April, 
1966. This has already been taken note of by the Committee 011 Public 
Undertakings in their 14th Report at pnges 6 & 7. I would also 1il~c to 
mention here that even though these shop!; were completed by th~ end 
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01 1968, their testing, their commissioning and their working and the 
modifications which were necessary in getting them to work properly took 
irom 7, 8 to 9 months more with the result that steel foundry was formal­
jy handed over for commissioning on the 14th October, 1969-Forge 
Shop on 14th October, 1969; Fcttling Shop on 14th October. 1969. 
Rough Machine Shop on 31st July, 1969. This of cou[Se does not Dlean 
that they were in fact used only from these dates. All the machines 
which were in working order were utilised after the completion towards 
the end of 1968. 

The stage III of FFP is divided into two phasl!s. The first relates to 
increase in capacity of FFP to requirements arising out of inslalled 
capacity of 80,000 tonnes of HMBP. The second phase relates to the 
6.000 tonnes press. The work on first aOd second phases is in progress. 
The main work in phase 1. yet to be completed is theCommissiolling of 
10 tonne electriCl arc furnace and this work was to be completed by 
the end of June, 1971 and that of th~ 6,000 tonn,::s press is scheduled 
to he completed by the end of December, 1971 and tho unit will be 
!.:ommissioned by March, 1972." 

4.9. Asked whether th.e Plants were ready"the Secretary stated thnt the 
Plants were ready except for the third stage of FFP. The comple~e plant 
i.c. the third stage would be completed by the end of Dec. 1971. In refe­
rence to the revised programme of 1966 he stated that stages 1 and II had 
been completed by the end of 1968. He further stated that aU the major 
equipments had been erected. but in the period of cOITllflissionitlg certain 
modifications etc. were made and the work was compktcd by July and 
October, 1969, when the formal handing over took place. 

4.10. The Committee enquired whether the difficulties in the progress of 
work were brought to the notice of the Ministry by the Corporation fWJ11 
time to time and whether their assistance was sought to ovcrcome th~'m: 
if so, what action was taken by the Ministry. The Secretary replied that 
"generally spenking information with reg.lrd to the commissioning came to 
the Ministry through periodical reports on the progress of construction and 
through quarterly financial reviews. J would say that if the Undertaking had 
askcd for assistance from the Ministry, it should have been given, but I have 
not been able to find instances where specifically they came up to the 
Government for assistance in any particular respect. But they did send these 
reriodical reports." 

4. J I. With regard to the loss suffered by the Undertaking as a result of 
delay in the erection and commissioning of the project the Secretary stated 
as follows :-

"When you invest money and there is delay in completing the 
Undertaking and, therefore delay in starting production certainly it is 
not a very good wny of doing things. There is a loss because the 
investment docs not give the return in time. J agree that it results in 
loss of efficiency and profitability . 

. 4.12. He further stated that "The delay in completing the pro.iect cer­
~alllly affects the return on capital as well as the cost of production of the 
Items \llhich are manufactured in the project." 

4.13. TheCornmittee enquired whether any assessment had been made 
hy the Corporation regarding the -total loss incurred by them on account of 
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delays in construction and commissioning of the Plants. They further 
enquired whether any attempt had been made to find out the extent of 
increase in the cost of cohstruction attributable to the delay in the erection 
of the plant. In reply it has been stated that no such assessment had been 
made. It has been further stated that in addition to the increase in cost 
of construction the other major factor had been the loss in production. 
The Committee enquired as to what extent the production plans of the 
Company were held up due to delay in the erection and commissioning of 
the plants and what has been the total loss on that account. The Manage­
ment have stated as follows :-

"The rate of build-up of production capacity in the He.3tVY. Machine 
Building Plant and Heavy Machine Tools Plant and, also the production 
in F.F.P. had been affected due to delay in the erection and commis­
sioning of the Foundry Forge Plant. However, supplies of castings and 
forgings had been arranged through imports and other indigenous 
sOl'rces. No assessment of the loss on this account has been made by 
the Company." 

4.14. The Committee enquired as to what extent the delay in erection 
and commissioning of the Plants had lengthened the gestation period beyond 
the original expectations and to what extent it had adversely affected pro­
duction. In reply it has been stated tbat "gestation period has not been 
fixed. The delay in construction of FFP had lengthened the gestation 
period of HMBP. However, supplies of castings and forgings had been 
arranged through imports and other indigenous sources." 

4.15. The Committee enquired whether the Management considered 
that some of the reasons leading to delay in construction were avoidable in 
nature, if not wholly, at least partly. The Management replied in the 
affirmative. The Committee further asked to what extent the delay could 
be avoided with foresight and proper planning. In reply it has been stated 
that "it is difficult to say now if in the circumstances then prevailing various 
factors leading to delay could be foreseen." 

4.16. The Committee feel that the delay in the erection and commission­
ing of the project has considerably lengthened tbe gestation period of HEC 
resulti~ in considerable loss in production. The cost of construction went 
up a .. a result of delays. The rate of built up of production capacity in the 
Heavy Machine Buildin~ Plant and Heavy Machine Tools Plant and also the 
production in FFP had been affected due to delay in tbe erection and com­
missioning of the Foundry Forge Plant. Forgings and castin2S worth about 
Rs. 3.5 crores bad to be procured from other sources includin~ imports as a 
result of delay in the commissioning of this Plant. The Secretary of the 
Ministry admitted during evidence that "the delay in completin2 tile project 
certainly affects the return on capital as weD as tbe cost of production of the 
items wbicb are manufactured in the project." It also results in loss of 
ef6.cten(."Y and profitability. The Secretary of the Ministry furtber admitted 
that they could gather the information with regard to commissioning through 
periocticaJ reports on the progress of construction and tbrou~ quarterly finan. 
dal reviews. The Committee ...-et that although the Information about 
delay came to the Ministry tbrough these reports. they did not take aay 
effective scdon. 

4.17. The Committee take a serious note fhat De.tlter the Corporation 
nor the Ministry have a..CI..'~essed the total loss suffered by the Corporation 
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:a rault 01 *lays in .... erectioa ... comDlissioaiRI of die ,.... laadeqaate 
iRidal soil blvestiRation, ... ys ill securlaa steel, wor.u.c "wings aN otller 
.materiaI etc. have. resulted ia delays. In dae dreumstances dlerefote, It 1'1 
important to find out as to wIaat extent the delay was avoidable and to aseer­
:tain as to tbe prec:~se c:a~ responsible for not taking timely action. 

The Committee recommend that the Ministry IUndertaklng should assess 
~the total losS incurred by the Corporation as a result of delays and the extent 
to which delay could have been avoided. Such a detailed and scientific 
study will help in al'oiding the pitfalls in the future. 

B. Under-utilisation of Imported and Indigenous Construetioa equipment 

I mpo/'fed Equipmellt 

4.19. Under an agreement entered into in March, 1961, with Mis. 
Machinoexport, USSR for purchase of construction equipment the Com­
pany received the following construction equipment at a total cost of 
Rs. 55.S0 lakhs (excluding spare parts) which were utilised to the extent 
:indicated against each. 

J I SSLI .S/72 
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4.20. 1t will be seen that the utilisation of the equipment was between 
30 per cent to 62 per cent of their estimated lives and most of the equip­
ment have been declared surplus to the requirement. 

4.21. It is further seen that out of 14,957 nos. of spare parts received 
with the equipment, 9,444 nos. (63.14 per cent) were lying in stores. As 
the individual items of spares had not been priced, the value of the balance 
quan~i~~ was not known. The Committee enquired whether the possibility 
of uhlismg the spare parts had been examined and whether final decision in 
regard to their disposal/retention had been taken. They also enquired 
whether it was not possible to find out an equitable basis for the valuation 
of individual spares parts. In reply it has been stated that "spares parts 
lying in store are for the equipment to be disposed as well as those in usc. 
They are being drawn for running equipment as and when required. Spare 
parts for items disposed off. to be disposed off are also offered for disposal." 

4.22. As regards valuation of spares it has been stated that "it is not 
possible to find out an equitable basis for the valuation of individual items 
of spares. However, this can be done on notional hasis per kg." The 
Committee enquired whether the Bhilai Steel Plant was consulted in the 
matter which had also been set up with the Soviet Collaboration and would 
have, therefore, faced the same problem. HEe have replied in the 
negative. 

4.23. The Company also purchased the following indigenous equip­
ment at a total cost of Rs. 6.50 lakhs. 

SI. D~scriplion of equipment Cost 
No. (Rs.) 

l. 6 nos. Atlas COPCO Portable/Air compressor 1,93,242 
2. 4 nos. Concrete Mixture, Mix-

ture Machine Miller . . 31,990 
3. 9 nos. Kirloskar Broamwade 

Air Compressor. . 4,24,728 

Total 6,49,960 

D.ite of 
receipt 

Sep .• 61 

Julyl 61 to 
Jan. 62 

No. 
decJllred 
surplus 

6 nos. 

4 nos. 

4.24. These equipments could be utilised for about 22 per cent to 43 
per cent of their estimated lives. 

4.25. During evidence the Committee enquired w.ether the under­
utilisation of indigenous and imported equipment was 'ue to over-assess­
ment of the requirements initially or due to developments subsequent to 
their acquisition. In reply the ~airman, HEC stated that "this eq~ipmeDt 
was obtained on the recommendations of the collaborators at that time aUd 
·we followed and obtained whatever they recommended. It appears thllt 
·obviously these recommendations were really over-estimated." 

4.26. During the evidence of the .represent~tives of fu,e Ministry qf Steel 
and Mines (Department of Steel) the CommIttee enqurred whether the 
"Ministry did not agree that a study to find out the oppOrtunity cost. f~r 'buy 
·or hire' decision would have been beneficial. The Secretary, Mtnlstry of 
'.Steel and Mines stated as under :-
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"I consider that the HEC could have done nothing more than what 
they did, because some of the equipment which they required would not 
be available with the contractors. In fact, in Bobro, we havo found 
that the contractors have to hire equipment and in some cases the 
managemfnt hl\d to hire equipment if tbe,y do not want to pay hire 
charges demanded 'then it would cause delays when our aim should be 
to work according to schedule. Moreover, in the present case the 
imported equipment has been used from 3()...6() per cent capacity. I 
would suggest that if this very equipment in this condition had been 
hired from a contractor, we, would probably have paid them the fun 
price ~f the equipment." 

4.27. The Committee pointed out that no records were available to 
indicate that efforts were made by the management to find out the oppor­
tunity cost in order to make a 'buy or hire' decision in respect of construc­
tion equipment worth Rs. 62.30 lakhs having regard to the extent of the 
probable utilisation o~ such machinery in setting up the project. The 
Secretary stated as under :-

"There is no record which will give in writing that they exercised 
their mind and 'made calculation and then took a decision. I am ans­
wering thi~ quostionfrom my cJWCricnce in Bokaro. Today, we arc 
looking for, such equipment and we cannot get it either on hire or loan. 
We cannot purchase it because the type of equipment that is required is 
of such a nature that it is not available off shelf. In my opinion. if you 
say that we can use upto 30 percent Of the life of such equipment, then 
probably we will have to pay hire charges in excess of cost of the 
equipment. In my opinion, the decision that was taken, was not basi-

. ca1ly a wrong one, because they got the equipment; they got on with the 
job and they have in fact used the equipment, to the extent of 1/3 of its 
life and they have been able to dispose of most of it. Even in retros­
pect the decision does not appear to be wrong." 

4.28. The Secretary. however, admitted 'that "there are no papers 
available which means that tt. management did not exercise their mmd on 
the cost effectiveness or the various alternativcl." He ~dded that he was 
supporting the decision as he knew that much of the equpiment would not 
have been readily available for hire. 

4.29. The Committee consider tllat before takJag a deds.oo to purehase 
elluipmeat required for coDSfnadionetc. it was .,..t proper dlat the manage­
ment should have carried out proper 'opporlunlty cost' study and kept the 
radl'on tecord' for·fature reference aad,goIdance. Tbe CGIIuDMtee AIagest 
tbattlle Bureau 01 Public Enterprisel should issue ......... ellMs on die 
soIIJjeet to obviate IIIChlapses ill filiate. 

. 4.30. 'lbe ColllJlilttee "so recommend that after the comfrudlon or other 
cq ...... ..r are found ,,",Ius to the requirements Of .. public~kJngs, 
fhese shoold be nodfted 'Wldlout delay to the Bureau of Pbblk 'Enterpri8e8 
&1; well as other public undertakinp so that 'dIese ~ouId' Ite pat to etteedve 
we. ' 'I1Ire Committee WoDld'IJUre tIIe;_ of PuhIic 'F..nterpriIIs to Issue 
~ 6ec:IIo.. In .'nudter. I 

4.31. ne_co..wu~ would alsO _, die Corponfton 85 well _the 
B ..... to .... e co ............. for tlaet .... ,..,/4Iiposal ef ....... t 
which are now found surplus to tile reqairelDeuts. The Committee· wOlIN 
like to be infonned urgently of the actien Utten, in die 8Ultter. 



{ ,': 

1:: 1 '. \ ,r 1 J'" r, ! I' 

" ,'I!, "j , ,~ ) , , \ 

, 'I I, I .'. II!,· " 

, I' 

I;' , " I "",.. ( 

,. , .. 

RATED·CAPACITY ANt> BUILT UJ,>· CAPACITY 

A. R_ed Capadty 

Foundry Forge Project 

5.1. The Project Report indicates the follow!ng rated capacity of the 
Foundry Forge Plant :-

• (0) Grey Iron and Non-ferrous Foundry 

(I» Steel Foundry 

te) Forgings 

39,760 M. Tons 
·40,000 

66,000 
1,45.000 

27,700 
69.700 

(II Stage) 
(III Stoge) 

(II Stage) 
(m Stage) 

(11 Stal,w) 
(III Stage) 

5.2. The detailed Project Report did hot indicate the year of reaching 
the rated capacity of Foundry Forge Plant. In a written reply the Com­
mittee_ have, however, been informed that the Plant will attain the ratcd 
capacity in 1977-78. 

Heavy Machine Building Plant-Revisioll 0/ Capacity 

5.3. In view of the ambitious programme of development of Iron and 
Steel industry in the Second. Third and subsequent Five Year Plans involv­
ing a heavy drain on the foreign exchange resources of the country. the 
need for acquiring self-sufficiency in the manufacture of heavy machinery 
and equipment was felt by Governmcnt. Accordingly, on the basis of 
recommendations made by a team of Soviet experts it was decided to set 
up a Heavy Machine Building Plant at Ranchi to produce 45.000 tons per 
yoar. to be expanded to 80,000 tons, of macllinery and equipment primarily 
for the Iron and Steel Industry, besidl!s meeting the requirements of mine­
ral oil industry. coal mining industry and general engineering items like 
heavy cranes, excavators, oil drilling rigs. crushing and grinding eqUipment. 
press and forge equipment etc. However. in April, 1960 the Government 
decided that instead of implementing the' Project in two stages, the plant 
should be, set up with an initial capacity of 80,000 tons per annum. 

5.4. An examination of the Ministry's records on the subject (as made 
ava,ilable to Audit) reveals that the' initial oapacity of the Heavy Machine 
Building Plant was incrca~ed from 45,000 tons to 80,000 tol1l per anOtml duc 
to the availability of a, further credit of 1500 million roubles from the USSR 
Gov~Mlent for the establishme~, ofjndustrial enterprises in Indi~ dQriog 
the Third Five Year PJan and no fre~ ,qssessment,ofthe d~d ,for thc 
products of this plant was made. ,. " ;,,"',., 

5.5. During evidence; :the CoImItIttect~ enqlJitOd as to ,wb}l' tM' rated 
capacity of HMBP was increased from 45.i)OO"tOJUles 10.&0,000 .toanes. 
~ Secretary, of the Mip.istry rq>1ic:4; that '~wjth the . ,Of I;red\.t. av~iiabte 
'., "bllCJuent y rt'Yi*! t4I 46.f85.~;llotllli.n ',iJanu. afY,t9iO. ~le ltochanp, ~ , . 
.,a:.duct-mtl... , ': (/' '~HH'·" "'!;\; i,' ,I, ,I \~! ~,,\l ,', I~ , ;' 

r "I:' ,~' ,", ·,Y:t i· t> ~,. '".t' $ ! 1 • , j:': , . ; 1 .• I! ~ 11 Ii! • ~.; 



and with tbe"k:p~ledge tHat 1ndia wil}.feijUire 80,000 tOlUleH:apaoity, they 
decltie(l1o!g~ aft1eadWfththe'SOiOOO tOBtM8capacity~~ ; ',I' ! 

" ~ ~'" ;' f " . I ! '. .J' i" , 

5.6. tn'paM 91 of their 14th Report (F~th Lok Sabha-Apcil, 1968) 
the Committee on Public Undertakings expressed the opinion that if the 
original C'apacities df the Heavy Machine Building' Plant and tI* Foundry 
Forge Plant had liot been revised, these units would have gone into pro-
duction much earlier; there would have been lesser capital investment and 
the C0!Opany would Dot have faced the problem of lack of demand and 
idle capacity. 

5.7. The Committee on Public Undertakings in para 6.14 of their 67th 
Report (Fourth Lok Sabha) again stressed as follows :~ 

"The Committee arc of the view that Heavy Engineering Corpora­
tion Limited arc finding themselves in this unhappy predicament prima­
rily duc' to the inaccurate and overambitious demand projections made 
before installation of, their production capa,cities. The Secretary of the 
Ministry of Steel and Heavy Engineering admitted during evidence that 
"expectations of demand. on the basis of which these capacities were 
created, did not materialise". If the projections of demand go wrong 
by a narrow margin, one could ignore it but when the projections do not 
materialise to the eXlent of 90 per cent. it only indicated that either the 
existing machinery for demand assessment was not equal to the task 
expected of it or the techniques employed or the economic data relied 
upon for this purpose were totally wrong. The Committee recommend 
that Government should (i) examine the existing machinery for demand 
projections, the techniques employed for assessment of demand etc., and 
(li) initiate positive steps to gear up the machinery for making demand 
projections so that production capacities were installed or expanded 
only to the extent warranted by sound and scientific assessment of 
demand. 

The Committee reil.erate that the Government should ensure in 
~future that no undertaking should be launched unless a scientific and 
accurate assessment of demand has been made by the Government and 
a proper scrutiny of Feasibility Studie!; and Project Report hilS been 
made." 

Utilisation 0/ Capacity-HMBP 

5.8. As the utilisation of the capacity of this plant so far has been much 
below its rated capacity and the order!; in hand were not sufficient even for 
the utilisation of the capacity so far built-up (which was much lower than 
the rated capacity). the Government invited a team of Soviet experts to 
make a report .on the fonowing two points :-

0) Immediate action required to be tuken to improve the peIfor­
mance of the plant. 

(ii) The diversification that could be made and how it could be 
implemented to utilise the idle capacity of 1be plaDt. 

~.9. The teum visited the plant in February-March, 1968 and during 
discussion. the experts were informed that the plant would let orders to tbe 
\.'xtent of about 50,000 tons of &teel ntaking equiP!Dent per aruwm after 
1970-71 for a period of 5 year8. This was considered by the team as 
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sati.faclOry al.thoup it WQuld still leave a pp of about 30;000 tons .fCC 
annum between the ~talled capacity Baddle expec&ed _sed C8plClty. 
This was also the possible reason for which the Soviet team did not make 
any recommendation in its report for the diversmcation df production. 

5.10. Immediately on receipt of the report, a doubt was expressed by 
the Ministry that orders for 50,000 tons ot steel making equipment per 
annum might not be forthcoming during the period 197()"7S. A suggestion 
was, therefore, made to the Plannmg Commission in January. 1969 that the 
construction of the second stage of the Sokaro Steel Plant should be taken 
up immediately so as to ensure utilisation of the idle capacity in the Heavy 
Machine Building Plant from 1971 onwards. It was also pointed out that 
unless an immediate decision was taken in this regard, the Design Depart­
ment of the Company would also be greatly underutilised from March, 
I 969 onwards. 

5.11. Regarding the utilisation of capacity of HMBP, the Ministry 
informed the Audit in July, 1970, as follows :-

"The assessment of demand as originally made fully covered the 
capacity of the plant at 80,000 tonnes a year. Therefore, a fresh 
assessment was not required when it was decided that the plant should 
be set up with a capacity of 80,000 tonnes in one stage instead of two 
stages as envisaged earlier. 

A dccisilllO has since been taken to expanu the Bokaro Steel Limited, 
to the 4 million tonnes stage. A decision about the establishment of 
three new steel plants has been announced. The expansion of the Bhilai 
Steel Plant is also under consideration. With all this the question of 
utilisation of capacity is not expected to be problem for some time to 
come." 
It was further stated that-

"The plant and equipment were purchased as per Detailed Project 
Report and specifications laid down the Collaborators. These have 
been supplied as per specifications laid down. If the product-mix remains 
the same and the conditions stipulated for supplies along with such pro­
duct-mix, then there is no reason why the output will not be as per 
capacity laid down." 

5.12. In December, 1970, the Chairman of the Company informed the 
Audit as follows :-

"The figure of 80,000 tons as the plant capacity per annum was 
indicated by the collaborators based on their experience of working of 
similar plants in USSR producing a certain givcn product-mix. Capacity 
of a whole plant •...................... , is quite distinct fran) the 
capacity of individual machines, particularly heavy ones, ......... . 
while we are satisfied that each individual machine tool tIIupplicd by our 
collaborators has in fact the production capacity expected from it, the 
total ouqDut .0£ the plant .................... will depend upon the 
type of load that may be available from time to time .......... It is· 
obvious that no tests as such can be carried out ·on an engineering work­
shop tfoin* jobi~g work to certify that it has 80,000 tons capacity per 
. annum. .. . . . .': ..... all thatean -be done logically is to project the figure 
Of actual productiOf\ so far achieved taking into aecount the machine-
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l1tili&atiOil and our d1icienq and ~ aD assessment ~ to what CaD be 
expected with the ideal loadin, to be the eapacl~ of the plaut. I caD 
oonJWent1y st'lote that under the conditions of appropria.tc product-nUx 
and efficiency of labour anticipated the ~t should be expected uW .... 
mately to produce 'a total quantity of 80,000 tons per annum." 

5.13. The Committee enquired whether such an assessment was ever 
made. If not, how it. could be said that under conditions of appropriate 
product-mix and anticipated labour efficiency the plant is e~ted to' 
produce at the rated capacity. In reply it has been stated as follows :-

"Certain studies made indicate that the efficiency and utilisation of 
mftnufacturing equipment installed in the Company is of the order of 
20 to 25 per cent. It is also seen that a number of very large machines 
such as I ROT capacity Centre Lathe, 6 M Planning Machine and Heavy 
Machining centres arc never loaded with equipments anywhere near even 
half] the weight capacity because of the present product-mix. It is 
reasonable, therefore, if efficiency of operations reaches 80 to 90 which 
is not unreasonable. It should be possible to achieve rated output, pro­
vided simultaneously the load is balanced ~nd the product-mix is suit­
able." 

5.14. The Detailed Project Report did not indicate the year of reaching 
the rated capacity of HMBP. In a written reply the Committees have, 
however, been informed that according to the latest exercise the Plant is 
likely to attain the rated capacity in 1978-79. 

l/ravy Mac!z;ne Tools Pl,mt 
5.15. The Project Report indicates that the Plant has the rated capacity 

of manufacturing 278 machines weighing 10,000 M. tons. In the case of 
HMTP also the Project Report docs not indicate the year of reachiug the 
rated capacity. According to the Management's assessment, the Plant will 
attain the rated capacity in 1978-79. 

Ortkr Position in respect of the Three Pia11lS 
5.16. The following table gives the comparison of the orders in hand 

with the built-up capacity in respect of the three plants :-

F.F.P. H.M.B.P. H.M.T.P. 
(Tn M. tons) (In M. tonll) (No. of 

machines) 

1969·70 .. (a) Build up of capacity 32,350 27,000 140 
(b) OrdeMl on hand 29.72T 27,000 
(C) Gap 2,629 140 

1970-71 (a) Build up of capacity 48,990 35,000 197 
(b) Orders on hand 15,120 34,000 
(c) Gap 33.870 , 1,000 190' 

1?71.7t .. (a) Build up of capacity . 59,420 38,000 245 
.(b)' Orders ou hand ' 24,000 
(e) Gap 59,420 14.000 245 

NoM--ln the oaM of HMTP. the.fiI\ft ~ tile built4" aapacity II lIIdicatcd 
. " ··in tho .t~ n)IIde by tbe Bureau of Public &t~ in 1967. 



.... r f~ 17. 'ne"table 'la'bbve "CO~mI that 'evel1 • theca~ity . that has' .been 
tihittrup ~Ch:ijniucllteslhh!lti ~eratedoapaeity is ndtg6ing to'be1ltilised 
fully. It is also¢lear that/'tbe poSjtioo' in rc2ll1'd to the FoondryPorge' Pjant, 
the Heavy MaChine Toolspt'~tis particularly critical. 

5.18. With regard to the utilisation of capacity of HMTP, thl! $ecretary 
of the Ministry of Steel stated, during evidence, as under: j • , 

'~We regret to say t.h~t what bas .,een st~te<l in ~e audit repOrt with 
regard to the orders of HMTP is factually Dot correct. It is our fault. 
Sir, that we did riot correct it at tbe right stage. The pOsition is that the 
oroers for machine tools on HMTP wore as follows :- ' 

Value 
1969-70 .. 16 nos . 1041akhs 

1970-71 " 25 nos. !l5 lakhs 

1971-72 .. 27 nos . 1431akhs 

The tools which have been, in fact, sold from HMTP arc 30 in 1969-70, 
32 in 1970-71, 10 in 1971-72. That means 72 machine tools during thesc 
three vears". 

5.19. It is seen that despite the above correction, the fact remains that 
the sctllal position with regard to the utilisation of capacity lags much 
behind tne rated capacity. 

5.20. During evidence, the Committee pointed out that HEC was set up 
for the purpose of providing 1 million tons of machinery for the production 
of steel plant every year. According to the papers available the gestation 
period was 10 years. They enquired whether H.E.C. was able to provide 
1 million ton machinery to any of the steel plants. 

3'.21. The Secretary explained that HEe plant had been largely used 
for making machinery for Bok-aro. But it had only reached 19 to 20 per 
cent of its rated capacity in 1970-71 and with greatest of effort it had been 
able to reach the capacity of 30 per cent now. It had Dot been able to 
cope up evcn with the work of providing units and equipment for the Bokaro 
Plant. However, when fuller utilisation of capacity took place it would have 
tbe capacity to produce 1 million ton machinery. 

5.22. The Committee pointed out that an assurance was extended to the 
country and to the Parliament that H.E.e. would supply 1 million tOn of 
machinery for the Steel Plants every year. They enquired as to when this 
assurance was likely to be fulfilled. The Secretary stated as under :-

"If you allow HEC ] 0 years gestation period, then my answering 
your question will be easy. That is not the position we accept. As you 
have noticed yourself, the completion stage of FFP was only in 1969. 
And if you are going to allow them 10 years, it will take us to 1979. 
111is is something which we cannot ~pt. ' We think that it should be 
able to pick up work to its full capaCity, in the next three or four ye41's. 
So. up to date, the requirement of makin~' steel plant machidery was 
with ref~reti~(UQD()Jta,f9. Wt;.llI'y .... alt:~~y .. m~~Ja pJ!lDt fa, tneeting 
-tbe reqwrements for 1he expansion -dBlI,ilai. i for' the . further· expansion 
.,f Dobro and for tbe dJree' newsteelpllintl. AIId' aD aaeeS8ment has 



,l !bCcnmade as'1:o"hcwmuch tODD. ,is rgquired ItMlaiso aQQli~ate 
1. dIc;rt; is ,beiDa mado • gettJwcosperatipn of. ~ \JAits wl)iQh could 

assist in supplementing the pr0duction of HEC so dIllt the, equipment 
is made indigenously to the maximum cxtcnt possible. The assessment 

"'madefor tbe UIount of equipment ..,hich shouldilbo required for the 
tbreenew steel plaits and the expausiOft' -of Bhilai ii 2*, lacstona roughly 
.excluding the rolling milis. And we have $eady identified how this 
should be made--eJectricals to be given to Bharat Heavy Blectricals; 
certain other parts like cranes, some other Undertakings can do. ,,So, 
we are having a meeting with a number of such civil and public sector 
undertakings on the 7th of December with a view to examine this in 
detail. I have said this only to assure that, whereas HEC is going to 
pick up its capacity, it cannot pick up the capacity in a revolutionary 
way .. As I explained yesterday, we do hope we might be able to reach 
45 per cent next year. Consistent with this, we do not want OUr pro­
gramme to lag behind and to import anything which we can make wtthin 
the country with the capacities which are available. So, this is what 
we are dOing." 

He further stated as under :-

"Our plan now is for the next ten years to increase the capacity of 
steel making in the country by about 10 million ingot tons, and it is 
our aim also to manufacture a bulk of this equipment within the country. 
As far as the answer to your question when will HEC by itself make 
those items which can be allotted to HEC for steel plants at the rate of 
1 million tons per year, I think the answer is that it will make it when 
we can get 90 to 100 per cent of its capacity. I explained yesterday 
that it is our hope that it will get to 45 per cent of its capacity next year, 
and if that happens, it should be possible to reach 65 per cent JQ 1973-74, 
and may be that in 1974-75 Or 1975-76, it might reach 80 to 90 per 
cent." 

5.2:1. The Committee enquired as to what were the reasons for not 
reaching 90' per cent capacity in 10 years. The Secretary stated that, 
"actually I would not proceed on the basis of 10 years because if you say 
ten years, then. it should be ten yearS from the date when the projects wore 
completed. Stages I and IT of FFP were completed towards the end of 
)'9,69. Aodl do not 1ike to count ten years from then." 

. '. 
He further ~tat~ as under: - . 

. "If eyery.~badfUJlCtionei efficiently, it should have been possible 
for us today to have attained (j0-65% ,of the' .capacity. Instead, today 

\ we arq: stCL~ggliDg with 3,0%. of the capacity. The answer to why iUs 
, so, is fintly the~mpletion of ,the project has taken mw:h longer than it 

.; shoQ1d have. SecQridly. there has .not been good production pJaniUog. 
There have been then managerial inad,cq~ies. All tbi" had. resulted in 
{lur being able to reach only 19-20% of rated capacity last year. We 
are trying to build up onth~t. We haVe: been facing the situation in 
HEC where tbe IWork!r1 have not wOJi(e'd to' nomuil standards for the 
.~ast6-7 years. And if you bear with me, Sir, it is not possible just by 
. passing an order to get the labour to start giving tuJl capacity. Even 
the time, purtchfngwas not in vogue in HEC untiJabout sf~ months ago. 
Ev.e.ryt~ ,tbe{c ;.vas jlD ~ttCD1p.tto introd\lce it,tbo iooustrial ~elations 



deteriorated. 1'1ult is the positioa. I have told you the truth, aad if I 
W8Jlted to !leek aetter against (10 years of Restlib period, I bIWe a 
good answer, but'l do not want to do that." 

5.24. The Committee asked the Secretary if he eould assure the Com­
mittee that the capacity and know .. how obtaining in HEC were satisfactory 
and that if the problems of men and management had been tackled, HEC 
could be in a position to deliver machinery and equipment at the rate of 
1 million tons annually. 

The Secretary stated that :-

"I am generally satisfied that if HEe's capacity can be exploited 
[ully and if the difficulties of management, labour relations, and produc­
tion and planning etc. are got over, then it can very significantly help in 
the production of equipment for steel plants at the rate of 1 million tons 
per year:' 

S.2S. The Conunittee find that tbe Heavy Engineering Corporation has 
been able to reach no more than 19 to 20% of its rated capacity in 1970-'1 
and with "greatest of efforts" it may be able to achieve this year 30 % of the 
rated capacity. The Committee are constrained to observe that Heavy Engi-
neering Corporation have not even been able to meet in full orders for equip­
lDent and machinery required for tbe Bobro Steel Plant. 'The Committee 
understand that in taking a decision on the further expansion of Bokaro one 
of the considerations was to ensure that tbe Heavy Engineering Corpol'ation 
have adequate load of work. The Committee also find that Government have 
sanctioned construction of three new s1eel plants besides expansion of Bhilai 
and other steel plants. The Committee sec no reason why in this conlext 
Heavy Engineering Corporation should not be able to pick up the work to it .. 
full capacity in tbe next two or three years and provide to the maximum 
extent possible indigenous equipment and machinery for meeting the expan­
sion requirements of Dokaro and other steel planhl and the setting up lof 
three new steel plant... The Committee find that the Ministry have already 
taken action In organising Task Forces to tackle systematiCally and eamcsdy 
the problems of Heavy Engineering Corporation. While the Committee 
appreciate the determination with which the problem of putting to full utili· 
sation the capacity in Heavy Engineering Corporation is be~ tackled, of 
late, they feel that these etrort~ would have to be sustained over a number of 
years tiD aD the teething troubles of the plants are overcome. Above all, the 
management and workers should show a sease of unity of purpose and 
dedication in stepping up productivity and production of this crucial heavy 
engineering sedor project. The Conunittee rerommend IuIt Government 
should keep an unremitting watch on the utDisa!ion of capacity of the plant 
from quarter to quarter and year to year so as to ensure that there is DO 
slackening of effort at any time aDd at any level so that tile fuU rated capacity 
of the Corporation, which has been set up witll suehla~ investment of the 
naden, Is put to etfedive use at the earliest. 

B. Frequent Revision of Build up capacity 

5.26. The Project Reports did. not indicate the build up of .capacity fr(l)m 
time to ~e in respect of the different plants. A group of'R,usslan S.pecia­
lists e~~ined the build up of capacity and other corre~at~ matters of 
Heavy Machine Building Plant in December, 1965 and submitted a report 



on long tcmn plallJling of prodUf;tion in that Plant. In this repOrt the- build 
up of capaciev of tbe Plant was iddicated as under :-

(Fiaures in M. tons 

1964-65 1965·66 1966-67 1967·68 1968·69 1%9-70 

1,819 ·7 3,220 8,980 1:!,990 26,000 32,500 

1970-71 1971· 72 1972·73 1973-74 1974·75 1975·76 

40,SOO 50,500 63,000 71,1100 78,100 80,000 

'S.27, Early in 1967 the Bureau of Public Enterprises made a study 
and indicated the build up of capacity of the three plants from 1967-68 to 
1973-74 :-

• I .. .. 

. , 
" j' 
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5.28. From the abcwe s~ntemen it i,s, Ql~ar that ,the exer~ises m;ld.e , by 
the Russian .expertS' in 1965, the ureau IOf, Public Enterprises aDd tije, 
Mal1a-gement in 1961 were substantially at variance with eacll, <;>ther. ;'"' rue 
build up · ~pacity indica.ted by the Manasement in 1967 was less than the 
capaci~y 'ndicatcd by' th~ Bureau of Public Enterprises up to 197(}.71. , ' , 
. 5.29. The Corporation, however, informed the Government of India in 

OCtober, 1 6 that the built ... up capacity would be further 1e s as indi<;ated 
below: . 

(Figure in M. toml) 

1969-70 1970· 71 197J·72 1972·73 1973·74 

F. F.P. 39,7'J5 48,990 59,420 73.615 8J.280 

H. M.B. P. 32,500 40,500 50,500 63,000 71,800 

J974-75 1~75. 76 1')76·77 1977-78 1978-79 

92,250 l , t2,250 1,22,620 1,37.75J 1,37,751 

78,100 80,000 80,000 80,000 80,000 

5.30. In June, 1969, the build-up of capacity was intimated to Audit as 
follows: . 

(Figures in M, tons) 

1969-70 1970-7J 1971-72 1972-73 J9,73.74 

F . . P. 32.350 59,420 74.2J5 79,280 

11. M. B. P. 27,000 ~8,O00 $0,000 67,000 
III ~ , , , 

1 77· 7~ J978·79 . ; 

t i 

19 
J971·'72 

19n.73 
1973-74 

1974.75 75,000 

J975· 76 80,000 

197 77 80,000 

5:32. It will be seen tbat not only the build up of capacity has been, 
furjber rel'jsed downward but the expected date of attainment of rated 

I capacity has also been deferred from 1974-75 (a -per the study of June, 
1969) to 1975-76. 
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, 5.33. Dudng evidence the Committee eft<{tlir d about 'thO' ' t,asons for 
the dOW{lward ~sse sment ot the build up of capacity. The Managing Direc­
:tor stated as under :2 , 

I I , 
"~~ause different ~cams had made assessments. The collaborator 

had originally given us a particular rate 'of build up and "the Engill:ecr 
Managers who came sub cquentIy felt that the rate of .build up couId be 
exceeded and they gave more optimistic level of build up than the one 
which was given by the Russians in 1965. Now, events have actually 
proved that the hopes on which subsequent decisions were made bad not 
been really maintained." 

5.34. Subsequently in a written reply the management gave the follow­
ing' reasons fOr the continuous downward revi ions of the build up f 
.capacity:-

"Inability of the Company to acnieve the targets and de ire to be 
more realistic 10 assessment lead to downward revision of built up 
oapacity." 

5.35. The Committee enquired wheth r slich exer.ci es served any pur­
"'Po e when they differed so widely. from each other. In reply, it has been 
stated that "such exercise, of buila up capacity provide a basis from which 
.one can operate at a given point of time." Asked as to what ... ,as the built 
up_capacity according to the latest exercise, the management have stated that 
"re-assessment of the build up of prOduction capacity i currently in pro­
gress." 

5,36. The COlnmittee regret to note tbat the Project Report did not indi­
cate ~he build-up of capacity from year to year. Tbe COJllmjttee find that 
:almost every year a new exercise is being done to determinctbe build up of 
capacity. The various e,ercises made by, fIifIerent agencies arc substantiaHy 
at variance with each other. There has been no consistency in a scssing the 
buUd up of c8pacl~ of the' Undertaking from tiDle to time and the Corpora­
tion IulS been ia8k.ing iownwii'd riiVlsfo of ttanapadty~devetoped or-Jikdy 
to "J '.~r' '"'" CQDlm~ ~e- of· ~~ opinioD t .. t a realis* a~sess· 
tne.II.& of " up bf.Capapty.stioalcl .• ve ,~.,. clOne at ... ~ veO' inception aDd 
if it~" ~ "'-'~Y" ~ ~ns ~~fOIl ami C»'n~te acti0p" tama ~ 
to oblaut tile ...... ~cUy s'CMd4 _ c()nt(m~beously b'I'ollght on retont · 
in the form of memOrandum for the cOn ideratlon of Board' of Directors. 
Goveniriient .~oytd~ be liipi ~o emponiifOOusly btol'lrtcd of" tin! pU5itkm; 
The Committee ,ecommend that Government should ensure tbat the project­
nports for plants to be set up in future should jndicatethe gradual build-.p 
of the capacity, of the plants from year to year. . 



VI 

PRODUCTION PERFORMANCE 

A. Shortfall in Produc:tlon 
6.1. The table below indicates the build up of capacity as worked out 

by the Management in August, 1967 (except for Heavy Machine Tools 
Plant. in which case the Bureau's figures have been taken), targets of pro­
duction, aCtual production and percentage of actual ,production to targets, 
in respect of the three Plants fOr the period from 1964-65 to 1968-69 : 
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6 .. 2. A statement indicating the ~Ud UP. of ,Production capacity (as 
reported to the Board vide itCln,No •. ~"21· of OIef A~1t tot· 71st M~,) 
t1tr~r'ofprodUctiOft and'2lctualproductiOn for .. the ~at 1969-70 and f9?()I.jl 
is given below!- -'. '" .. ' . 

1969·70 1970-71 ..... ;, ~ • Build Plan Actual Build Plan Actual 
up of uP of 

capacity capacity 

FOUNDRY~RGEPLANT 

I. Grey Iron Follfllil'y 
(a) G. I. Castings 11300 11300 5937·93 13900 107~0 6064·2 
(b) Iniot Motllds 5200 2500 1638 ·14 6000 3000 1679 ·1 
(c) O.LIlolJs 3400 1450 719'~3 4100 3000 621'9 

II. Steel Foundry 
{al Steel Castinas 9000 6750 404~ '1~ 11800 8640 5331 ·0 
(b) Steel Insots 

&. Syntlietic 
Iron 14750· 9684'87· 2277~ 16366·9 

(c) Steel Rolls. 8S0 850 134 '10 1200 600 340·9 

Ill. No,,-Ferrous Ctuli".. 
(a) Cu. base castinp 240 1 300 

75 J 134 69'6S 98 51 ·1 
(b) AI. base castings 90 

V. Porle shop. 
(a) Porlinls 9250 7650 5922'27 11050 12000 8634'5 
(b) Porsed R.olls 400 SSO 

l"OtoAL 39715 30634· 18466·77· 48990 38088· 22722·7 

.The production of stecl iagots and synthetic iron is not induded for compariSon 
with'BuHd-up of capacity. . 

(Fiaarcs in tonDeS) . 
1969-70 197()"71 . . , , , 

Build Plan Actual Build Plan Actua' 
up of up of 

capacity capacity 

Heavy Alachine-JJuildi"..Pla"r 
Mechanical ~pt .• 27390 17200 10357'0 36370 20954 15994·3 
Structural . S,lJO 5437 71S8 '0 4130 11546 5170·9 
Total H.M.B.P. 32'00 22637 17SJS ·0 40500 32500 21165'2 
Structural by other 

agencies 4363 6947,0 1943'6 

ORANI>ToTAL . 32500 27000 24462·0 40500 32500 23J08·1j 
" 

Build up of capacity for structural Fabrication Shop was not indICated. 

Heavy Machine Tools PllIIIr 
No. of " Machille 

Tools 41 41 27 56 'I 18 

.Plpres revised after audit. 
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6.3. The Co~ltee pointed out that in respect of Foundry Forge Plant~ 
Heavy Machine Tools Plant and H~avy Machine Buildin$ P!ant ,the original 
targets for 1968-69 were less than the build up of capaclty Indicated by the 
Bureau of Public Enterprises/Management. 

6.4. The Committee enquired as to what were the reasons for fixing the 
targets of production a,t a tigure lower than the build up of capacity. In 
reply it was stated that: 

"Tentative production programme of the three plants had been sub­
mitted to the Board and was later revised in the light of observations 
of the Board in their 65th meeting. The target had been submitted to 
the Board at their 68th meeting bringing out the considerations for fixing 
such targets. The actnal pattern of order and manpower etc. were taken 
into consideration. 

6.5. The Committee further noted that the original targets in 1967-68-
(34,266 M. Tons) in the case of Heavy Machine Building Plant were more 
than the build-up capacity indicated both by the Bureau of Public Enter­
prises and the Management. 

They enquired as to when the original targets of production for 1967-68 
were. fixed, whether it was before or after the assessment of the build-up 
of capacity by the Bureau of Public Enterprises and the Management. 

6.6. In a written rcply it has been stated that "the production prqgrammc 
for the year 1967-68 had been placed before the Board in their 59th meeting 
held on 4th and 5th May, 1967. 

This had been made before the "Management Study". 

6.7. The Committee pointed out that, either the build-up capacity as 
assessed by the Bureau 6f Public Enterprises and the Management or the 
targets of production as fixed or both were unrealistic. The Management 
stated that "optimistic target had been attempted. The working in 1967-68 
had been adversely affected on account of unforeseen circumstances e.g. (D 
communal disturbances, (ii) labour unrest". 

6.R. The Committee pointed out that the actual production in the three 
Plants was less than even the revised targets (except in the case of Heavy 
Mac~ine. Building Plant during 1965-66 and.1967-68J. (The actual pro-
duc-Elon 10 1967-68 became more than the rCYlsed target because the original 
target had been considerably reduced). The improvement in the percentage 
of achievement to original targets in Heavy Machine BUilding Plant during 
1968·69 was partly due to fixation of lower tareets as compared with 1967-68 
in spite of the increase in built up capacity: ' 

6.9. The. Comm.itt~e also pointed out that the total production in the 
~e~vy MachlOe BuddJng Plant was much below the build-up capacity as 
mdlcated by the Management for 1967~68 to 1970-71. 

6.1~. Thc Management explained that the main reasons for shortfall in 
produchon arc:- • 

(i) Low productivity 

(ii) Fear of making mistakes. 
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A managemeDt team has not been built-up, who could lay down clear 
objective,§ and work for their achievement without fear or favour of outside 
pressures. 

Plant-wise factors-which have been attributed for non-achievement of 
1'Ianlied production are as under :-

Foundry Forge Project 
(i) Non-availability of shop floor areas and equipment of produc­

tion envisaged at the time of Plunnmp:. 

(ii) Low Labour efficiency, 
(iii) Labour unrest resultmg in strike and stoPl'age Of work, 
(iv) Civil disturbances and riots, 

(v) Change in basic design, 
(vi) Insufficient orders for ingot moulds, rolls and non-f&rous 

-:astmgs, and 
(vii) Training and orientation programme undertaken in the shOps, 

thereby keeping the production low. 

Hecwy .Machine Building Plant 
{i) Under-utiJisa,tion of Plant and Machinery for want of material, 

(ij) under-utilisation of men and machines for want of material 
and due to mechanical and electrical break-downs of machines, 

(iii) low labour efficiency, 
:(i.v) labour unrest resulting in strike ~nd fltoppage of work on many 

occasions. 
(v) civil disturbances and riots, 
(vi) insufficient orders and orders different in na.ture from the 

standard given in the Detailed Project Report, 
(vi!) delay in obtaining forgings and castings from Foundry Forge 

Plant, 

(viii) inadequate availability of various bought-out items and delays 
in receipt of completing equipment from USSR. 

(ix) Sometimes unreaJisticaUy high targets. 

Heavy Machine Tools Plant 
~i) Short supply of castings by the Foundry Forge Plant, 
(ii) Due to dtwelopment time required for the manufacture oC heavy 

machine tools castings, the supplies were short of requirement. 

6':12. The Oammittee pointed out that the shortfall in the production in 
the HMBP and HMTP had been mainly due to short supply of castings by 
FFP and enquired· whether the castings could not be purchased from outside 
so as to achieve the'targetted production in the Heavy Machine Toola Plant, 
as was 40nc to meet the requirements Of Heavy Machine Btdlding Plant. In 
reply it has been stated a$ unaer :- ' . , . 

f . .' • I 



"Availability of intrlcJlte castings for glachine tools within the 
Country is limited. Orders had been placed on some indigenous part!e& 
but the supplies have not been satisfactory both with regard to qUallty 
and delivery. Effort to develop sources within country are continuing." 

6.13. The Committee on Public Undertakings (1967·68) in para 52 of 
their 14th Report on HEC Ltd. 

"The CoJ,lUllittee view with ~oncem the substantial shortfall in pro.. 
duction in the F.P.P. as compared to th.: annual targets fixed. The 
shortfall in production not only affects the worktng of this plant but also 
the production in the HMBP and the HMTP which depend on this plant 
for the supply of castings and forgings. The satisfactory working of 
this plant therefore assumes added significance. The Committee, th~r~­
fore, desire that steps should be taken by the management to fix reahsttc 
targets takiDg into consideration all the factors and to enst.tTe t~at the 
-targets so fixed are actually fulfilled." 

6.14. In 1iaeir reply dated 9th October, t 969, Government stated as 
under: 

"NotefJ. Efforts arc being made to fix more realistic targets of pro· 'C?" It is felt that with experience, realisation of targets would be 

··&15. The Commtttee invited the attention of the Manageinent to their 
! .... observation that fixing of unrealistically higll targets was one of the 
1IMIIIDs for non-achievement of planned production in the Heavy Machine 
.8ailding Plant and enquired as to why there were being resorted to. 
AcDording to the Management, they werc either deliberate due to error in 
iudlfuent of the capability of build up of capacity. The targets had been 
fixed With a view to provide an element of greater effort. The performance 
had been below the expectations due to various deficiencies. In this COD-
nection the Chairman, HEC during evidences stated as under :-

"Nobody could anticipate the amount of trouble that was going on 
'in that organisation and that there would be communal disturbances. 
Nobody could anticipate_tliat we would have continuous problems 
between labour and management. Nobody anticipated that tPte changes 
will be so fast. The-management perhaps thought that they could 
prOduce, but the changes came so fast." 

6.17. The Chairman, HEC however felt hc.;pcful and stated that: 
"Technical Director has been appointed a,nd the Managing 

Director has also been appointed and we are lOOking for a C~rciaT 
Manager. We have tightened up our security arrangement and it has "a 
very useful repercussion. We have also requested the Government to 
appoint a P~onnel Director. Now, we are able to take steps to put 
our productIOn control system right. We have appointed a special 
officer for computerisation. Not that our predecessors did not know. 
There was not time enough to be able to !\cttle down." 

6018. 11le CoIuaiUee are·foreed to die conclusion tbat tie Heavy EaW-
neering Cerporaaion have sulferecl mainly beeause ~y ave Jack~ IQI or­
~ se&4p w.hiell could bring up in aD integrated lII8IUleI'·the three 
complexes of FOUDdry Forge Plant, Heavy Machlae BaildinR Plant. and 
Heavy Maehlne Tools Plant whkb consdtate die Heavy EngIneenng complex. 
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1.1 . ~ arteady .-oilitecf oat By the' Colmldth' ill earlier port 
l ltIr Report (1961"(;8H8ra ,~, die l' bt ~ 8p t1ie Fewi*y 
Forge Plant aDd bringing up ~pio D' apadty flaVfi aefe>d liB a serious 

• t. 011 de eleplae , Of manliftlduring ~ 1ft Heavy Machine 
~ Plaut Mel IIeMy Macltbre l'ooJ8 Plan'. The-C~ ban else-
whef in the .Report • • teel tbe clefkieBCie noticed ill tbe working of 

.~ FOIlIlCIry F~ PI~ and .. titer ,..ts and desire that immediate actiOD 
shouIcI be. takea bJt GoVerRlltent , set riPt tJaese sbQrkOlDiJJgs- ill the iaterest 
of adUeving ~on aceording to the j lied -.acity. 

'.t&. As regatdB ok' constta~ on p 'oclcteb such 'as inactequate 
supply of raw materials, undir·utUization of men' and Jll8dU.nery, the 'Com­
~ have no dou~ tbat ~ dif6cuIties are no( in.4JOluble and caD ~ 
~ea bjt skilted' 'bi~mtllit 8DcI aclV1utce planding. 

6;21. I -Ire Co .. aafUte are: DrUdI iapressed by sysCematic ap 
Ii being fO fa ~ IIiOIIIIdf8 by Gov in tacJdbiI: 80DIe 

basic issues llIc.e sfandardisation of mac~ and eq~ reflllired , 
steel llants, wbidI are to be manufadurecl' ~ H~vy Engineering Cor-
~, ConstUudon 0 fask forces to rewlve problems and ~uecks 
~ the interest ~ lI1IIlOOtber functioning of the pJanfs and above all, at cldler­
JtJiaition to impryve 8ae existiHg low utilization. TIie COIBIII,lIJee have DO 
doubt that if such sustained efforCs COQtinue to be made, tile Heavy £.ngi­
neering C~D !ifIouId before long be able to deUver the madliDery 
aacI equipment tor plants in thne and thus put to prodactive use tbe 
bUIlt up capacity", 

B. Oft-loading of works by HEC 

6.22. The statement giving below indicates the quantum and value o.e 
Hems off.:!oaded during the .years 1967-68 to 1970-71. 

Poundry jorge plant 
G.I. Casting Steel Casting 

Year 
I Qty.in 

. ,-----'--..... 
Value Qty. in Value 

tonnes (Rs. in t()nne~ (Rs. in 
lakhs) lakhs) 

1967·68 
8 ·18 f968-69 514. 95 58 ·57 2 ·78 

' ~69_70 ),656 ·99 4) '87 2'156 '24 124 ·32 S53 '00 15 ·37 
f 70-7 t 56 ·ot 7·65 53'45 6'22 . 

total .. 2\116 ·CJo 60·30 2,968 ·26 JJ3 ·32 553 ·00 1$ ')7 
, , 

Heavy Machine Building Plant 
\ ,( 

Mech. componentsl Structural fllbricated 
equipments off' loaded by contractors/ancillary 
on other supl'liers indu tries 

f Qty. in A Valuc(Rs.' Qi'-y.-j-l~ -----... V-~-Ju .... e .... (R-s...,. \ 
tonnes. in hi.khs) tOQUeS. in laktis) 

, )3,661 '00 
1.094'10 
3,316 ·97 

1 
28,066 '07 

1,On '79 4,344 '90 80 ·62 
47 ·05 9.74<> '70 209 '42 

115 ·11 6.947 ·00 149 ·92 
f ,94 ·6045 '28 

1,154 ·95 22,976 ·~o 485 ·24 
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6,2~.· The ~t~,elen,qu.ired.~s to .why the, plants could not under­
take the manufacture of ~ms .t1;lat had been ofl-Ioaacd. In a written reply 
the management have sta~ as UDder ~ 

"As the build up of production within tlte plants was not according 
to the estimates on the basis of which orders 'from customers had been 
accepted, in an effort to meet the requirements, it was considered Cl-
pedient to off-load certain' quantiun of work on Other suppliers. Nor­
mally, the FGundry For.se Plant should bavecommencoo production 
ahead of the other- two plants in order to feed th~ requirements of 
castings ,and for~s. There had been delay in,the construction of 
Foundry Forge Plant." 

6.24. The Committee wanted to know the extent to which the capacity 
of the plants remained unutillsed during these years lind how the manage­
ment justified the off-loading of manufacture keeping in view the idle 
capacity in the plants. The management have furnished the following 
reply :- . 

"Capacity utilised in the' plants was of order of 10 to 15 pel: cent 
and has now reached approximately 25 % . It was precisely because 
of ,low productive efficiency, that off-loading bad to be resorted ,to. 
Had the efficiency been higher it might not. have been necessary to 
otf-load, or to off-load to a lesser extent." 

, ' 

6.25. The Committee enquired whether the original ta,rgets/revised 
targets of production fixed from year to year also envisaged the off-loading 
of work to outside sub-contractors. If so, how the actual production of 
sub-contractors compared with that envisaged in the targetted production. 

6.26. In reply it has been stated that the target of production envisaged 
fabrication work by other agencies as under :-

1968-69 .. 
1969-70 .. 
1970-71 

Quantity 
envisaged 
tonnes 

Actual 
production 
lonnc.~ 

8,215 ·0 9,740'7 
4,363 .() 6.947 .() 

N 01 envisaged 2,180 ·0 

The Committee. enquired as to why it was necessary to envisage such 
off-loading during 1968-69 when origmal targets of production were less 
than the build-up of capacity as assessed in August, 1967 by the Manage­
ment themselves. The Chairman of the Corporation explained that : 

"off-loading was considered necessary 'for timely supply of struc­
turals". 

"Originally there was no intention to provide for off-loading of 
these strueturals. We have all the facilities provided to produce the 
goods as mentioned in the DPR. This off-loading was done to cat 
certain schedules. When the manufacture of Bokaroequipmeot was 
accepted it was visualised that to meet the schedule, HEC may _ 
to off-load certain items, not only structurals but even castings aDd 
forgings. It was in pursuance of this that off-loading was done. In 
the normal course we shall develop the capacities we have and will 
not continue off-loading". 
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16;28., The Chairman of the Corporation further~xplained that : 

"Off-loading is not a usual feature but sometimes it has to be done 
,to meet the commitments which we have already made. If we have 
problems in the organisation we have to resort to some sort of off-
loading" . -

"We have an ancillary unit set up nearby and, whenever we take 
large orders, there are always certain items which are outside the ~ 
file of the manufacture of the H.E.C. and it is profitable to get 
:the ancillary unit so as to incroase the over-all turnover of the H.E.C. 
The customer would like to place orders on one party as the main 
,contractor. This also has to be borne in mind". 

He added that 

"With our improved production planning, long-range planning hav­
ing been done, it should progressively be not necessary for us to take 
crisis-action to off-load as we had to do in the past". 

6.29. The ~mittee enquired whether the man~ment was in a 
'position to substantiate that they a\,plied their mind to these aspects and 
.deliberately pl,aced these orders WJth the ancilla.ries or whether, purely 
because they wanted to work upto a time-schedule and they were not sure 
.of meeting the consumers' demand, that they off-loaded. The Chairman, 
HEC stated as under :-

"I would like, to divide this point in two different periods, the first 
period when the ancillary unit did not even exist and we had to get 
things do~e because of the commitments made with certain customers. 
But later on, as a matter of policy, the Government decided that we 
should develop ancillary industry around all the public sector organi-
-sations and that the jobs which could be done by the ancillary industry 
should be off-loaded to them and that we should utilise that capacity 
for something else: 

So, from 1969 onwards, what has been off-loaded. is to tho extent 
the ancillary industry can get from us so that we can utilise the capacity 
for, ourselves for something better. This was a deliberate decision not 
only of the managemeAt but also of the Government". 

6.30., The Committee pointed out that . while the 'policy might be 
correct in regard to ancillaries, would Govemme.nt insist on off-loading 
work to ancillaries if the management was not in a position to take on 
substitute works which would make for effective and full utilisation of the 
capacity of H.E.C. The Chairman of the Corporation replied "Obviously, 
we will ourselves not off-load something which will mean that our capacity 
will lie idle. That question has not arisen". He added : "There IS not 
ooly a proposal but a decision to increase the. capacity of steel production 
ill the coming 6-7 years and the Government have already sauctioned 
three new steel plants at Visakhapatnam, Hospet and Salem. 11tey have 
S6DCtioned Bokaro expansion and Bhilai expansion. We have ma4e ana­
lysis-we have been OD this job--and we feel that the amount of equip­
ment required for thatpcriod. is so large that the H.E.C., even if it works 
in a normal way, will not be able to meet it. This is a aentative d~on 
which we have come to. We are still examining it, to be more realistic. 



It is not yet final. It may be examined. But the tentative conclusions arc­
that the total requircPlcnt is so much that we will not be able to meet. 
I t will depend upon the decision as to whether we would be asked to co-­
llrdinate that or the Government will put up a separate organisation. Then, 
this qucstion of off-loading will not arise. If the Government decides that 
the H.E.C. has the know-how, the wherewithal of drawings and designs 
and all that. and that they can easily do it, then we would perforce have 
to off-load to an organisation in the public and private sector outside the 
H.E.C." Asked whether the Corporation was utilising the capacity re­
leased by off-loading for productive purposes, the Chairman of the Corpo­
ration stated : 

"We arc doing so. In fact, as you would know, we are not even 
able to meet the demand. We have so much load. There is no diffi­
culty of finding work. At present, the work is enough to keep up 
busy. We arc not able to meet our requirements. So, we arc utilising 
every hit of capacity we have". 

6.31. The Committee are concerned to find that only 10 to 25% 0[ the 
capacity of the plants had been utilised. They are surprised to note that 
even those percentages had been worked out only after taking into account 
the work off-loaded to ancillary industries/sub-contractors. In !>pite of the 
fact that 75 to 90 per cent of the capacity of the plants remained unutUhed, 
the Corporation off-loaded equipments, components, structural .. and casting.<; 
ctc. worth about 19.5 crores of rupees durin~ 1967-68 to 1970-71. Al­
though the targets of production envisaged off-loading of certain quantitie'i, it 
was noticed that the atoal qawntities off-loaded were much more than that 
cmisagetl. The otf-Ioadin~ of works showed also an upward trend upto 
1968·69 bcclluse of low productive eHidenC)'. It has been admitted by the 
i\fauagem('nt that "had the efficiency been higher it mi~ht not have been 
ncces'Sary to off-load at all or to oO'-load to a lesser extent". Off-loading 
had also to be resorted to because of delay in the construction and com­
mis.'iionin~ of the Foundry I'orge Plant. In 11n effort to meet the requirements 
it was considered expedient to off-load certain quantum of work to other 
suppliers. The Committl"e have already stressed that the production in ,hl· 
Foulltry I~or~e Plant should be geared up on a priority hR"is so that the pro­
duction in the other two plants docs not suffer on arount of the failure of 
f'FP to meet the requirements in full and in time. 

6.32. While the Committee feel that it might be economical to off-load 
,'utain !.im.pler items to ancUlal'ies ~o that the producti"l1 capacity of the 
plants could be uhlised on the manufacture of complicated and heavier items. 
the Committee are unhappy that bet.-ause of organisational failures, crisl'i­
action had to be taken to off-load even heavy structural'i, casting!> and for­
~in~s in order to meet the commitments already made. 

6.33. The Committee note that a~ a result of certain steps taken by the 
management, off-loading of work .. ha. .. been considerably reduced dnrin~ tile 
year t 970-71 . They desire that constant efforts should h'e made to see that 
otf-loadin~ is avoided a .. far as possible and only such item .. are off-loaded 
which are d~rly outside the profile of H.KC. or where it is in the overall" 
interest of the Corporation and indu'itrialisation policy to get them manu.­
factured in ancillary uilits. 
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(Jff.~ Of SeiDe ~ ne-
(i) Off-loading of castings : 

6.34. In earlY .. .l967 it was felt by the Management that the Foundry 
Forge Plant would not be able to meet the fuU requirements of Heavy 
Machine Building Plant for castings. Accordingly it was decided in June, 
1967 that castings weighing less than 5 M. tons each (subsequently re­
vised. to 3 M. 1DDS on 16th September, 1967) should be off-loaded to 
outsi~e parties. Steel castinss and grey iron castings to the extent of 2169 
M. tons and 851 M. tons valued at Rs. 49.72 lakhs and Rs. 13.33 lakhs 
respectively were off-loaded by the Heavy Machine Building Plant against 
tenders invited ft.om time to time. 

6.35. In January. 1968 the Board of Directors decided that henceforth! 
off-loading of castings and forgings should be done by the Foundry Plant 
only. Accordingly, a total quantity of 2,085 M. tons of steel and grey 
iron castings varued at Rs. 54.23 lakhs was off-loaded to various parties. 
up to l'IDe, 1969. 

6.36. It was decided by the Management to adopt the following proce­
dure for off-loading of castings. 

(a) (i) A panel of suppliers for limited tender enquiry should be 
prepared on the basis of tenderers who responded to an open advertise­
ment to be issued in this regard. 

(ii) The preliminary selection of prospective tenderers for giving a 
particular wor~ should be made by a committee formed by the General 
Manager including a representative of Finance'. 

(iii) The main consideration in arriving at a decision for the choice 
of prospective tenderers should be the previous performance of the firms. 

(iv) The selection of 5/6 firms at a time should be made in such a 
way so that all firms let opportunity for quoting for orders. 

(v) Final selection of the successful tender out of the preliminary 
selection of 5/6 competitors should be made by a Tender Committee. 

6.3}. It is seen that in the preliminary selection of prospective ten­
derers for drawing up of a panel. of probable suppliers, the Finance Branch 
of the Plant was not associated as required. 

6.38. The Committee enquired as to why the prescribed procedure 
was not followed. In reply it has been stated as under :-

"As the limited tender was confined to a group of 5 or 6 parties, 
selected from out of a penal drawn up on the basis of an o~n adver­
tisement, there may not be any objection for initial selection of 5 or 6· 
parties based on their performance capacity and technical ability. when 
at the time of final selection, the member from Finance was duly 
associated" . 

. 6.39. The Committee further pOinted out that in each case, the tenders 
\vete ihvited fr~m 4/S finns onfy on the plea of availability of limited 
number of drawiJigs (except iu two cases in y;hich 13/18 parties ",ere 
asked to submit the tendCJ:s). Out of the to~al qUantity of ~08' M. tons 
of steet and grey iron castings off-loaded, the prospective tenderers for a 
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quantity of 901 M. tous valued at Rs. 12.54 lakhs were not afforded the 
facility of inspecting the drawings before tendering. 

6.40. The Committee poin~d out that it should not have been difficult 
for an organisation of the magnitude of Heavy Engineering Corporation 
to make arrangements for the duplication of technological drawings in 
order to reap the benefits of competition. They, therefore, enquired as to 
why .arrangements could not be made for the duplication of technological 
drawlOgs so as to invite larger number of firms for giving quotations and 
thcreby rcaping the benefits of greater competition. They further enquired 
as to how the facilities for inspection of drawings by a much larger num­
ber of firms in the two cases mentioned hcre were extended when in other 
cases this cOlSld not be done and why similar arrangements could not be 
made in other cases also ? 

~.41. In reply, the managcment have furnished the following info1'-
mal10n :-

"As per the decision of the Management 5 to 6 parties were requir­
ed to quote for a tender. But as the tonnage tendered was quite sub~­
tantial from 5th tender of steel castings and 6th tender of iron castings, 
FFP on its own undertook the task of showing large number of draw­
ings to a large number of parties in the shortest available time although 
not more than 5 copies of each drawing were available. The facility 
for inspecting the drawings was given to the firms by making them 
available set-wise in the Production Planning Department of FFP. nlis 
\Va" done' in order to overcome the difficulties regarding the production 
of large number of copies of the same drawings in a very short period. 

6.42. Further, Steel Furnace Owners Association was also reque~tcd 
to assist FFP in locating suitable manufacturers of the tendered items. In 
some cases, all the drawings wherever possible were sent to the office of 
the Steel Furnace Owners Association at Calcutta for examination. Then:­
for, almost all reputed manufactures in India were given opportunity to 

.:see our drawings and quote for the items". 

6.43. It is understood from Audit that from July, 1969 to September. 
1970 the following further off-loadings of G.T. castings and steel castings 
were made :-

G.T.Castings 

Steel Ca,ting-; 

Quantity Value 
1M. tom) (Rupees) 

2JR3 '55~ 44,34.\1:' 1 

f.:74 ·9J..\ M,H2,O:7 

3.25H ·4K9 I09.lli,O~" 

All the off-loadings mentioned above were made by invit~tion of limit::d 
lenders. Each time tenders were invited from 7 to 12 parties. 

6.44. The Committee fl'gl'et that the omnagement d~ not foHow !he 
procedure which they themselves had decided to adopt f~ the oJf-loa~~ 
(tf castiDgs. Though according to the procedure the prebminary selection 
of prMpCCDve tcnderers tor giving a p8rticular work should have been 
made by a Conunittee formed by the Genena. Manager induding a represeu­
tative of Finan~, they., however, find that the Finance Branch in tbe Plut 
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was not associated in the preUminory selection of prospective tenclercrs for 
drawing up of a panel of probable suppliers. Again, tenders were invited 
from 4/5 firms only on the plea of avaUability of limited number of draw­
ings, whl.'reas according to the procedure prescribed a selection of 5/6 finns 
~.t a time was to be _made in suC;h a way so that all firms could get the 
opportunity for quotin~ for orders. 

6.45. The Committee feel that the henefit of greater competition should 
have been secured by ma~ anangements for duplication of drawings alld 
imiting larger number of firms for giving quotations instead of sliolring 
drawings to a limited number of parties at the Plant. The Committee stress 
the need for strict observance of a procdeure for oft'-Ioading of works which 
\\ ould make for the widest possible competition. 

(ii) Off-lou(lillg of StrllcturaL~ : 

6.46. Although the Heavy Machine Building Plant was essentially 
meant for manufacturc of equipment structurals, it undertook the supply 
01 struclurals for the buildings etc. required for Heavy Machine Tools 
Plant and Foundry Forge Plant. As Hea,vy Machine Tools Plant was 
pressing for delivery of all structurals by March, 1965 and as it was felt 
in 1964 that Heavy Machine Building Plant would not be in a position 
fo deliver the building structurals by the stipulated time, it was decided 
in November, 1964 to employ private contractors to get the work done by 
allowing them certain facilities. Accordingly, orders were placed on three 
private firms and during the period from December, 1964 to April, 1966. 
<I total quantity of 3,415 M. tons of structurals was not fabricated at a 
cost of Rs. 11.79 lakhs. 

6.4 7. The Committee enquired whether the structurals fabricated by 
llutside contractors were used by the Heavy Machine Tools Plant imme­
diately on receipt and if not, the date of receipt and date of utilisation? 

In reply'" it has been stated that: 

"Tn the beginning of the work, there was a time gap upto 6 months. 
hctween the delivery and consumption of the structurals, but when the 
tempo of erection picked up the consumption was immediate". 

6.4R. III April/May, 1966,. repeat orders were placed on the same 
lirms and a further quantity of 2,290 M. tons was got fabricated at a cost 
of Rs. 7.69 lakhs. These structurals were required to be fabricated within 
a period of six months for the 6th Blast-furnace complex: of Bhilai. 

6.49. The Committee enquired as to when the order from Bhilai was 
received and whether it was not possible to assess the requirements for 
structural!> in time so as to award the work after invitation of tenders. 
It was further enquired whether the supplies were made by the contractors 
in time and utilised immediately on receipt. In reply the Management 
have stated as under :-

"Yes. The manufacturing work orders for the 6th Blast Furnace 
<Almplex were opened in April 1965. However, a formal contract has 
still not been issued. 

-Documents in support of the statement were not shown to the Audit. 



,1be ~QlP p.{) in ~eqion~terJ;~jpt of S,frUc\Ul'als by Bhilai lias 
not ~ ~ec~~ up. 'There were delays in supplies .from contractqn." 

6.50. In ~,li;fi~ation4?f ~e repeator,ders placed ,in ApriljMay, 1966, 
,the Ma~a~nt'hilve stated (Fetiruary, 1970) lis follows :-

"In view of the urgency of the requirement it was decided that this 
work may be given to the existing contractors ................... . 
This was done with the apprQval of ,Financial Adviser and Chief 
Accou~ts Officer and Olairman. The Management was, however, fully 
that thIS was not a dc.sirab1e procedure but had to be adopted in view 
of the urgnecy." 

The reasons for not placing the repeat orders for a small quantity 
to meet the immediate requirement and placing the orders for the 
balance quantity after inviting open te~ders were, not on record. In 
this connection the Financial Adviser and Ollef Accounts Officer in his 
Quarterly Financial Review for the period ended December, 1966 
o~erved as follows :-

"As the award of work \Yithout calliDg for teDders is not in order, 
the Project A'UthoritiesConcerntd have been advi*ed that the present 

,arrangement should not be Continued farther." 

6.51. The Committee pointed out that repeat orders should have been 
1llacod for a, small quantity to meet the immediate requirement aBd olders 
tor :the balance quantity placed onfy after inviting tenders. The Manage-
meut stated that :- ' , 

"It was aware that this was not a healthy pi:actice and had to be 
adopted in view of the urgency. However action was taken to call for 
tenders in res~ct of the requirement of structurills at later stages. The 
quantity of 22,00 loniies was distributed among three fabricators and 
represents work, for a few rilon'ths omy". 

6.52. In early 1967. fresh tenders were invited; the rates obtained 
therefrom were lower than the rates allowed to the contractors earlier. 
The work was divided into five categories and a total quantity of 10.381 
M. tons was got fabricated by 5 firms at a, cost of Rs. 30.26 lakhs up to 
April, 1969. 

6.53. The structurals off-Ioa4ed by Heavy Machine Building Plant 
were ,mostly buikting structl1rals for the fabrication of which this Plant was 
not D,QrmallY designed. Sub~uent1y. tile New Steel structural Fabrication 
Workshop was commissioned 10 November, 1966 as a part of this Plant. 
The private contractors did the fabrication work within the plant area 
.W4th the' help of the equipment and other facilities made available by the 
·~otporation. Even after commiSSioning of the New S,teel Structural Fabri­
cation Workshop in liovember. 19.66 the Corporation went <?n off-loading 
tbe work, .. nd ~tuaUy "ot a quantity of 10.381 . M. tons fabrlCated bf.. tJIe 
private firms up to Apnl, 1969 on the ground that adequate crane facilities 

,did not exist in that shop .at that time. . 

6.~4. Fawiclltion of structurals by outside contractors wor~g .w,ithin 
,the plant premises was continued after April, 1969:1lf1o aDd a qua,lltiity. of 
l~l.46-.M. toGa· wasgot . .fabricated at a cw gf,.Rs •. 41. ~l,.lakbs-dUring 
May, 1969 to October; ·19-!10. . 



6.55. The Committee enquired whether (av iprLher _o~-:19"ding was also 
-done due to inadequate crane facilities in the New Steel Structural Fabri­
cation Workshop .. (b) If not, the reasons therefor. (c) If so, whythc 
installation of adequate cranes took more than 3 years even after the com­
missioning of the workshop. and (d) whether the off-loading of structurals 
had been stopped from March, 1970 onwards : 

The Management stated in reply :-
'That the off-loading of structurals had not been stopped, th.: 

contract wit~in H.E.C. premises had been discontinued and the work 
w~., being done by Ancillary Industries. As a temporary measure, 
three ancillary units ~ad put up additional facilities in H.E.C. premises 
also for fabrication". 

6.56. The Committee find that although 3,415 M. tons of strudurah 
were got fabrkated from private firms at a CO!it of Rs. 11.79 lakhs OD tbe 
plea 'that Heavy M~hine BuDd~ Plant was not in a position to deliver th(' 
buDding structurals to the HMTP and FFP by the stipulated time; actuaJl~ 
there was a time gap of about 6 months between the delivery and consump­
tion of the structurals in tbe initial stages of enetion. 

6.57. The Committee furtber note that wherea. .. the lR8Ilufacturing work 
order for 8 quantity of 2,290 M. tons of structurals for the 6tb Blast F'unIacc 
Couwlex, Bb.iIai, was opened in April. 1965 without Calling for teaders on 
the plea of urgency there bad been a delay in the fabrication of strudurah. 

6.58. It appears to the ComJl)ittee that the plea of urgency for off-load­
ing the work of struclurals can hardly bold good in all cases. It would 
have obviously been in the interest of Corporation to examine each case more 
thorgygbly with reference to its own capability and the realistk deliver) 
~hedole for eacb work SO as to undertake the fabrication to the maximum 
possible extent in the Corporation itself. 

6.59. The Committee are at a loss to understand w'hy the Corporation 
kept on off-loading fabrication of slructurals even after commissioning of 
the new steel fabrication shop in November, 1966 on the pica that the~' 
did not have adequate cr8D81'!.c facilities. The Committee hal'e pointed out 
elsewhere in tbe Report tbat the Heavy Engineering Corporation banI an 
excess number of cranes and many· of them are not being utiliSt.'Ci at all. 
Even if these existing cranes were not suitable for tbe work required, the 
Committee cannot understand why it was not found possihle to arranJ:c 
either for tbe indigenous manufacture of thd requisite cranes or their import. 
in the interest of production. 

6.60. The Committee are also concerned to note that a .,rivate firm is 
bei~ allowed to do fabrication work within the pre~s of the COJ1)ora­
tion by usiug the facllitie.s made available to them by die Corporation. It 
is not dear, if a private party can at all be allowed .0 undertake such work 
within the premises of a ppblic undertaking; the more pertineat question i~ 
as to wby tbe Corp~. couJd JWt, put its own reSOlU'ee5 to use in fabricat-
ing ttat: job. 

6.61 .. n.e CotmBiItIIIi 'Would ae Gevemmeat to look into the matter i.lRed....,. ... il'lfGna tIIeID of dle IIdIoa ~ wNbln three mOQl"s. 
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(iii) OO-loading of equip~nt 

6.62. The Heavy Machine Building Plant has also off-loaded SODle equip-
ment relating to Bend and Valve assemblies of Coke Oven Batteries, Slag 
Ladle Car, Points and Dies Steel, Coke Oven Doors, Auto dump cars and 
I ron Ladle cars to outside parties mainly on account of the fact that the 
manufacturing prognunmc of the Corporation could not accommodate these 
items which were required to be delivered to Bokaro Steel Ltd. Up to June, 
1969, 18,674_784 M. tons of equipment (including components/completing 

equipment) have been off-loaded. Out of this 4,687.240 M. tons have been 
off-loaded at Rs. 159.53 lakhs_ The price for the balance 13,987.544 M. 
tons off-loaded to Garden Reach Workshops Ltd_ and Central Inland Water 
Transport Corporation Ltd. relating to the Boknro SU!el Ltd. and Bhilai 
Steel Plant has not been settled so far_ 

6.63. The Committee enquired whether the price for the quantity off-
loaded to Garden Reach Workshop Ltd. and Central Inland Water. 'trans­
port Corporation had since been settled. The Management repJied in th~ 
negative and stated that :-

"The matter was being referred to Bureau of Public Enterprises". 

In regard to the reason for the non-settlement of· ;prices. the witness 
stated :-

"What we are prepared to pay is much lowet than what they want 
and the matter is being referred under the procedure laid down by 
Government to the Bureau of ~blic Enterprises. In fact, the letter to 
them is going today or tomorrow .. 'The data has already been suppUed 
to them." . , 
6.64. The Committee pointed out that tile matter has been pending for 

quite some time i.e., since 1969 and the Jetter wa~ going only "today or 
tomorrow". The witness replied that :-

"We kept on saying that we would offer only Rs. 8900 whereas thl!Y 
kept on ~aying that they wanted Rs. 13,000." 

The ChairlTh1n, H.E-C. explained that :-
"The real difficulty in this price has come because most of the equip­

ment for Bokaro is coming from Russia and they do not give itemised 
cost or price. They give a total by tonnage, which is very misle~ding. 
Small items and big items are dubbed together and they say so much 
per ton. And then when you come to details. when you off-load, then 
the argument will start that it is more expensive and all that. We alse 
came to the conclusion that we cannot continue this argument since both 
arc public sector undertakings." 

6.65. Thc Committee regret to note that the prites for a quantity of 
13,987.544 M. tons of equipment oft'-Ioaded to Gardeu Reach Workshop.!! 
Ltd.. and Central Inland Watft' Transport Corporation Ltd.,-two U~r­
takings in public sector--relatillg to Bokaro Steel Ltd., and BbUai Steel 
Plant la tlte year 1969 han not been settted so far. One of tile mala reasoa. .. 
for delay in the settlement of price was that the collaborators had Bot given 
itemised. cost or .~. far. _'~.-~_ .. ...,t~ ,The. c:oIIIIbtIratorIi duqed by 
tona. tor the eatiro plant ............ era'iwitluNU ..... ~ between 
intricate lind 'simpler parts of mlanufacturc. The Committee have elscwhere 
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Tecommended that the Ministry jBureau of Public Enterprises should .issut! 
guidelines making it obligatory on all public undertakings to see that the 
-price of main items of equipment and machinery 8Uppli~ by collabonCors 
i'i mentioned in a statement attached to each such agreement. 

6.66. The Committee desire thal tbe Ministry/Bureau of Publi·: Enter­
prilies should evolve a well defined procedure so as to en§'ure expeditious 
settlement of prices between public undertakings. 

<iv) OD-loading of Patterns 

6.67. In August, 1966 it was. decided that due to sudden pressure of 
work in the Pattern Shop of the Foundry Forge Plant, smaller patterns re­
quiring less skill should be off-loaded to out~ide parties. Against an adver· 
tisement issued to find out the parties who could undertake the work, offers 
from 45 parties were received (32 parties having their own s-hops and the 
remaining 13 parties _ intending to estab~ish the shops later). Out of 20 
parties who were asked to give their quotations by 15th October. 1966. 4 
parties responded and the quotations from 2 were found reasonable with 
reference to the estimated cost as worked out by the Pattern Shop_ Accord­
ingly, trial orders were placed on two firms in December. 1966. 

6.68. In March, 1967, the system of procuring small patterns through 
open tenders was discontinued for tb" reason that it was not possible to ask 
all the parties to quote for the same joh due to the availability of only 
one technological drawing for each pattern. During the period from 1965·67 
to 1968-69, patterns of the value of Rs. 6.33 lak:hs were ordered from out­
side parties which included orders to the extent of Rs. 5.54 lakhs placed 
on one singJe firm-Mis. Indo Engineering Corporation for the reason that 
it had large capacity and was· declared by Government as ancillarv industry 
for pattern making. 

6.69. Th,) Committee pointed out that apparently the oft·loading would 
have been resorted to ensure timely availability of patterns. They enquired 
whether the suppfi~s were made by the outside parties, accordine to the 
delivery schedule. -

6.70, In a wriHen "'reply the rrmnagement' have furnished the following 
information :-

"We had off-loaded 281 patterns which could not· be a@Alfllodated 
in the production of our Shop during this period. By and large. all 
p~e,r~, w,:.;~ $llPPu.d' itt Ume.I. ,Wberettt :tIle deitly otcur~d,~ it 'was 
m<?~tJv::dlJe;tQ l~ 0f~BuitabbfICJ'8<ilttel in 'oar Jmpecflon·lkparttnent." 

. (l.7J., Th~ ~it&ee ,enquired .wlJethcf,:i1' .... as Mt~si1.'tfu ror· the 
dupJ,icadoo ,0{ ,t~~caJ drawi" and ,thus· re*p m~ benefit' 61' cOf11p~ti­
don <Uld bp.w. nnwh··limo and.4=ost·was.ii1volWd',tn dUl'licatiM - Of these 
dra\'\lings. The ., Manllgoment ,have ,stated as folt0W9 ~--.:." .1: ,. . .. . 

. . I. 

"The normal proc'!dure of procurement of hou~ht out and manufac­
tured items do 110t ~ve,~rw~e with, TiItC~al*1gisr to control the pro­
ductio.n of patterns which ·is quite diff~rent and sophi!\ti~tt.ed. in nature. 

. ra' ,\ ""'11 .t,1 '. ., , ... 

'L·).cal ver.ific:ttion by A\ld~. i'ldJptled th"t mit oc,2)6,pattern,ifor ~h~h <kt-ull& 
were i\V:iilabl~ only 41 patterns were received in time. 

~-158LSS!72 
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These arc manufactured with close collaboration of a skilled pattern 
maker with an able Technologist. 

The technological drawing required for pattern making are prepared 
by Technologists after cardully considering all the facilities avaihlblc in 
the Shop, thereby deciding the method or manufacture. This method. 
is superimposed on the blue print by elaborate, colour patterned drawings. 
Therefore, it is not possible to make a large number of duplicate copies. 

As pattern making is a ",cry intricate and specialised job, it could be 
done only by persons having very long experience. The factor limits 
the desired number of competitors as compared to normal bought out 
items. The experience drawn from the difficulties involved in the pro­
curement of pattern promoted us not to go into the long and tedious 
work of making large number of copies of the coloured technological 
drawings." 

6.72. It is seen that durin!! April, 1969 to September, 1970 the follow­
ing further off-loading of patterns was made ;-

(i) Mis. Tnclo Engineering Corporation 
(ii) Others 

Rs. 1.27,000 
Rs. 23,000 

6.73. The Management have stated that "further off-loading during the 
~od, of April 1969 to September, 1970 was necessary because pattern 
shop could not handle: a large number of urgent items at a time." 

The Committee enquired whether the reasonableness of the rates 
paid to Mis. lndo Engineering Corporation was checked by obtaining quo­
tations from certain other parties also for similar works. 

In reply it has. been stated as under:-
"Although pattern is basically an item of manufactured timber, the 

intricacy and specialisation of job limit the number of reputed manufac­
turers in the country. In fact, regular pattern making concerns as such 
were riot existing in the country. We had on our own initiative asked 
experienced Patmrn Makers to come forward to accept to manufacture 
our patterns at their premises with our technological guidance as far as 
possible. 

Due to the facts explained above, it WdS not possible to get regular 
quotations from pattern making concerns. Therefore. We had to care­
fully devise our own method. of priCing the, pattern for off-loading 

It - ' ' , T ." •.• Purpose . . '.' " 
6.74. Tile Colllmitee feel tInlt as pattern nuaId .. Is a very intricate and 

specialis('d job. eIIl'IIeSt etferts shbuld be .... e to detvelop sdf-reUaoce. 

6.75. The Committee co .. icler that. where It hecomes jnescapab~ to 
oft-load pattem I118king to 0IIIa1den ... Heavy Elllineering Corporation 
sboald draw up,after carefaI ~. a panel of reliable firms who can 
do the Job SO that the Corporation ... the beReftt of competitive quotations 
in pI~ orders. 

C. o,etaY In the Execution of Orders 

6.76. The following statement indicates the quantum of on:iers outstand­
ing according to original commitment and also revised commitment for each 
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Plant for the 'PCtiod upto 31 st Aug(lst, 197-1. 
' .... ~. , , 

Outstan<Hng 8~' per .. Outstanding liS pel' 
original delivery. revised delivcr), 

YC:'r -------
Tonncs 

2 

Value Rs. Tonnes 
in lakhs. 

3 4 

Valuc H.s. 
in lakhs. 

6.17. The Committee pointed out that the expansion of some of the 
existiDg steel plants and expansion ·of and setting up of other induatrial 
~8' was being delayed on .aooouilt of lOng delays beiDg cauaecI by 
I-lEC in the supply of machineries agajnst orderS placed Jong back 1he 
Committee enquired whether any 'assessment o~ thO I direct impact 01. sucb 
delays oti the expasaaion' of the cxistinS steel plants or the complotloD of 
odler iadustrial ~. bad' been made. In a written reply thO IDa1l8ge-
ment have furnished the following information:- I 
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"Major orders for which there have been delays in supply of machineries 
are as under :-

Name of customer 

(i) Metal &. Steel Factory 
Ishar'IUr 

(ij) Oil &. National Gas Com­
mission 

(iii) National Mineral D:velop­
ment CJrpn. 

(M Bhilai Steel Plant .. 

h') Bokaro Sted Limited 

(vi) HinJu5tan Cables Ltd. 

Description of order 

Modernisation of 28" Bar Mill. 

3 DB Oil Drilline Rigs. 

Crushers &. Mobile E'luipment for:­
(i) Xiriburu Iron Ore Project. 

(ij) Bailadila Iron Ore PrC'jccl. 
(iii) Bhavnathpur Project. 

Equipment &. Structurals for 6th BiaSI 
Furnace Complex. 

Equipment for 1·7 million tonnes slage. 

Lead Extension Press and Cable ArmlirinS 
Machine." 

The Management have added that "No assessment of the exact impact 
of such delays has been made. However, we arc aware that serious delays 
in commissioning of various projects has occured as indicated above." 

6.78. In 1968 a study was made by a Technical Team comprising of 
officers of the Bureau of Public Enterprises and the Directorate General of 
Technical Development. The study Team was led by Shri S. S. J agota who 
subsequently joined the H.E.C. as Deputy Chairman and took over as 
Chairman on 6th November, 1970. During discussion with the Team the 
then Chairman indicated that he was rather perturbed about the delays in 
the delivery that had occured in respect of several important orders. He 
desired that the following cases should be examined by the Team. 

(i) Ishapore Bar Mill Order from DGOF. 

(ii) Mountain Gun Carriage Order from DGOF. 

(iii) Gun Barrel order from DGOF. 

(iv) Oil and Water DriHing Rig orders from ONGC and state 
Government. 

(v) Delay in the installation of 6480 tonnes Press in FFP. 

(vi) Supply of equipment for Bokar.o Steel. 

6.79_ The .Technical.Team noted certain weak points in the organisation 
which required immediate attention. The Report was submitted by them in 
January, 1969. 

6.8()O. The Committee enquired as to what action had been ·taken. by 
the ManagemeDloD. the various observations/recommendations oontalned 
in .tbe Repott of the Technical Team. .In a written re~lyit was stated that 
·'Tbe. hnp~tign of the <corrective measures .agamst the d~~s 
btough·tout in the' Report is a continuous process andthele are· kept in vlew~. 
Spc<:itic steps taken by the mamtgement against each dcllctency are it\dtcated 
in Appendix II. . . 
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6.81. OuriDg the evidence relating to the examination of HEC the Com­
mittee on Public Undertakings (1967-68) were informed that there were 
difficulties in the procurement of raw materials and designs and drawings 
and due to these factors there were delays in the execution of orders. it was 
stated that the Corporation had re-organised the concerned departments e.g. 
the Planning Department. Engineering Departments and the Stores and 
Purchase Departments to avoid the bottleneck in procurement. 

The Committee on Public Undertakings had observed in para 66 of their 
14th Report on HEC (1968-69) as follows :--

"The Committee regret to note that it should have taken the Cor­
poration so long to realise the deficiencies in these departments and to 
take necessary remedial measures. They trust that it would at least 
now be ensured by the Corporation that as far as possible no work is 
held up or machinery or I'abour remained idle for want of materials." 

6.82. The Committee enquired as to how far the reorganisation of these 
departments had been helpful in giving impetus to production and avoiding 
undue delays. In a written reply it has been stated that "The Production 
of Mechanical Equipment in HMBP during 1970-71 has been more than 
that of 1969-70 and to that extent there is improvement in working. 

6.83. There are still difficulties in timely procurement of all materials 
although the position has improved. Bottlenecks in the Engineering depart­
ment have been largely eliminated." 

6.84. The Committee on Public Undertakings (1967·68) in para 72 of 
their 14th Report on Heavy Engineering Corporation Ltd., observed as 
follows :-

"The Committee are unhappy over the serious delays in the execu· 
tion of orders which not only affect production in Heavy Engineering 
Corporation but also the manufacturing programme of their customers. 
Such delays are also likely to result in financial loss by way of penalty 
for non-delivery of products according to schedule. IIi case the delays 
in the execution of orders persist, the customers will have second thoughts 
before placing orders on Heavy Engineering Corporation. This the 
Corporation can ill-afford at present when it is already short of orders. 
The Committee. therefore. desire that immediate steps should be taken 
by the Corporation to ensure that the delivery dates are adhered to." 

6.85. In reply to this recommendation it was stated that the following 
steps had been taken to ensure that the delivery dates were adhered to :-

(i) Supply position of castings and forgings from FoundJ1Y Forge 
Plant was improving with the progressive completion of the 
Project. 

(ii) Orders had been placed on outside parties for supply of castings 
and forgings. 

(iii) Introduction of incentive schemes is under consideration to im-
prove productivity. 

(iv) With the experience gained more realistic delivery dates were 
being quoted. ' .. 

(v) Organisational deficiencies were being examined and remedial 
steps taken. 
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, 6$6.' the Com'mittee enquired as to what c:xtent the above stl:PS had 
been helpful in aVl)iding delays in the execution of ordersdunng 1967-68 
to 1970-71.' In a \\-Titten reply, the management have f1urni~hcd the follow-
mgiflformation ;- ' .. 

. "(i) There are still delays in execution of orders. There lias 'been 
som~ improvement inJhis respect and stillmoreimprovementi&. 
necessary. ( ,i ') Supplies from FFP have increased but this has to be stepped 
up further. 

(iii) Experience of supplies of castings and forgings from trade both 
in respect of ,quality and delivery schedule has indicated that 
supplies can be depended only from a limited number of parties 
and that too for less intricate castings. A number of items 
obtained from trade had to be manufactured in the plant due to 
poor quality of suppHes. ' 

(iv) Incentive scheme has not been introduced in all the plants.' 
Preparatory steps arc now in hand. An integrated time keeping, 
system with the a,id of time punching clocks aas been introduc-, 
cd. Time booking is being introduced. Training of super­
visors is in progress. 

( v) There have heen, changes in' Management during the period 
under review and management and organisational deficiencies 
arc still being attended to." 

6.87. The Committee enquired as to what other f~:ctors were rcspousibJu 
fqr delalys in. the ~x:ecution of orders and what steps ha4 been taken to over­
co;me the cJi1Hculties. The Management state as follows :-

"(0 The main responsible for delays has been that the production 
'has been less than the targets as the producivity is low. Main­

tcmailcc was poor mtd material supply was also not satisfactory. 

(jj) A. concerted etIort had been undertaken to provide adequate 
basic raw materials for the Foundry and the position has some­

. what improved . 

. ' '(j'jn The maintenance organisation in the FFP has still not ~me 
effective,. This is another fic.Jd in which we arc concentrating," 

Dell',i' :;1; the execlltion of work ;n Foundry Forge Plant 
6.88. One of thl! rcasons for delay in the execution of orders by HEC 

was the delay in the execution of work in Foundry Forge Plant. As men­
tioned earlier Foul1<!ry Forge Plunt functions as the feeder department of 
the Heavy Machine Building Plant and Heavy Machine Tools Plant. Con­
sequently, any delay in execution of work in Foundry Forge Plant affects the 
execution of wOl'ks by the other two units. In order, therefore, to avoid 
delay, in certain cases work had to be off-loaded to' outBide parties. An 
examinatioo of the r~ords of the Grey Iron and Non-ferroull FounPry. the 
Steel Foundry and the Forge Shop of the Foundry Forge Plant has revealed 
that there has been abnormal delay in the execution of orders. A statement 
ibdicating the de1ay in execution of orders for the period up to March, 1969 
is given in Appendix fiT. ' 
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.Q.89. ,Lt. Will hi:. '&~Il thcrc.(r"m that,oul of 1422 W~F.~Otders, 111 have 
~n qff·loudel.,i III QUlai.dc purticuuul. 169 havebecn cancelled. QUI of, the 
)~.l,11aiJ,1ing lJ,42work' onlor!>, ollly 44 hav\!bccu completed in time. 

6.90. T~' C;~.mllili~tC!r'~e;iquiredas, to 'wb~ther Ithe~'c,wali any j~~O\\C­
nlL!l1t. dw·jng. I !)69 .. ~O iQ: ~i~ q:ganJ. The Management replied in the affit-o 
malivc and statcd that lOJ work orders were completed and 9 J work. orders 
were cancelled. 

6.91. The Committce enquired about steps'proposed to be tak.cn by the 
Management to improve the situution, as any delay in execution of orders 
by the Foundry Forge Plant had its effect on the timely execution of5orders 
by th.e Heavy Machine Plant and Heavy Machine Tools Plant. In ,reply 
lhc Management have state4, ali follows :-

"The situation \I.'ould improve with the. increase in' production. Follow­
ing steps have been taken to improve out-;put..,o!t!_i: 

it will be necessary to build up a united manngement team which cal 
provide leadership on its oVln account. Till this is done any hasty change 
or stiffening in management postures, will only lead to greater confu~iol1 
and lack of cohesion. Unity in thought and action can be brought about 
by: (a) better. communication (b) better involvement of managers in 
decision making (c) improving morale and cohesiveness through limited but 
purposive actions and (d) demanding performance in order to achieve 
management objectives. 

(i) Unifying personnel policies and procedures in the three plants; 

(ii) impnwing (a) production control (b) material managcm~l1t 
through modern feed back methods involving use of computer; 

(iii) introducing incentives; 

(iv) improving maintenance specially in FFP; 

(v) quality control and inspection to be improved; 

(vi) training emphasised at all levels .. " 

.6.92. The Committee enquired whether any purpose was served in­
placing an order on the Foundry F~rge Plant when it was unable to execute 
it within the delivery schedule indicated by the other two plants. and 
whether it would not be advisable in -such cases to make alternative arrange­
ments right from the beginning. 

6.93. The Management have stated that "it has since been decided that 
alternative arrangements as considered necessary will be made by FFP with 
lhc approval of Director (Technical) depending on their capability t(. C)(C-
cute orders." 

6.94. The Committee ex.press their deep concern about the delay in the 
. cXl.'Cution of orders by nEC which has resuhed in "serious deJays in com­
misSioning of variCMI5 projects" both in .the public aad private sectors. 
What IlUrprItie." tile .co.nmittee IIlO8t is that "flO ........01 the exact 
impact (If such delays has been ·.made" either by die MWItry or by the 
Manatement. WiOa a view to improve the situ8tlon, die ComIlllUee 011 
Public Undcrfakinp (11.961.68) bad reeollUllelHled daat die Corporation; 
.,jhould take 'InunetHale steps to ensure adherence to the delivery dafes. A team 
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of Technical expem pointed out various deficiencies such as inadequaJe co· 
ordination, planning and supervision, quotation of arbitrary delivery dates 
to customers, absence of information about the available load in different 
sections, purchase action for stores not being initiated in advance, lack of 
coordination between stores and purchase organisations, absence of a pro-
JCl'amme for preventive maintenance etc. The Management admit.ed that 
there were still delays in the execution of orders because of low produdlvity, 
poor maintenance and unsatisfactory supply of materials. 

6.95. The Committee note that delay in execution of work in Foundry 
}'orge Plant is the major contributory factor for the delay in the execution 
of orders in HEC. TIle Committee note that in spite of the recommendation" 
of the technical experts to improve the working of the Foundry Forge Plant 
the position has not substantially improved. As the Foundry Forge Plant 
holds key to production in the entire complex the Committee feel compelled 
to recommend that the position should be reviewed at the highest level and 
a task force entrusted with the responsIbility of bringing up Ihe production 
in F.F.P. to the level required for meeting adequately and in time the require­
ments of forgings and castings ctc. The ConuniUee would like to be informed 
of the improvements affected within three months. 

D. Cancellation of Work Orders 

h.Y6. Up to March, J96':J. while Y46 work orders were fully executed, 
4l),-,; (including 16 suspended since February, 1967) were cancclJcd in the 
H~a\y Machine Building Plant. Some of the orders were withdrawn by 
the customers (including sister projects) while others were cancelled by the 
Plant itself partly because manufacture of S0ll10 items was undertaken with­
out "pccific orders therefor. Up to March. 1969, Rs. 12.15 lnkhs wae 
spent on 150 cancelled work orders (there was no expenditure against other 
cancelled work orders) as shown below :-

Palticulars Cost of 
materials 

Rs. 

(a) Suspended work orders 1.32.121 

(M Cost of replaced work orders 1.26.994 

(d Cost of work orders cancelled by HNBP 1,07.516 

tc/) Cost of work orders cancelled by sister 
projects 27.359 

(e) Cost of work orders cancelled by other 
cllstomers .. 65, 77~ 

4.59,765 

L(',~J': Cost of work partially delivered in 
one work order . . . . . . 

TOTAL .. 

Conversion 
chan;es 

and 
overheads 

Rs. 

1.93.304 

1,76.523 

1.67.601< 

77,221 

1.43,~7S 

7,5R.231 

Total 

Rs. 

3,2S.425 
3.03,SI7 

2.75.124 

1.0.(,508 

2.09.350 

12.17.996 

2.751< 

1~.15,238 

6.97. The Management have stated (Januany, 1970) that value of 
materials shown against item (b) above has been transferred to the new 
work orders and steps are being !~kcn eit~cr for making alternative uses 
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or for disposal of materials where work orders were suspended/cancclled 
and that "some of the work orders opened for the supply of products to . 
Bhilai, Bobro etc. had to be cancelled and new work orders opened as a 
result of changes made in the course of subsequent discussions and nego-
tiations." -

6.98. Even if there is no loss in the disposal of materials. the expendi­
lure of Rs. 5.82 lakhs incurred as conversion charges and overheads will be 
rendered infructuous. 

6.99. In a written reply the Committee were informed that the 16 orders 
which had heen suspended since February, 1967 had been reviewed and 
nccessary action had been taken. 

6. J 00. Asked about the broad reasons for the suspension/cancellation 
of work orders. the management furnished the following information : 

(i) Work orders have been cancelled which have heen opened 
initially without firm orders. 

(ii) Orders had to be cancelled/suspended due to inordinate delay 
in supplies. 

(iii) Orders had to be S1.lspended/canceUed at a later stage conse­
quent to the decision to import additional completing equiprilent 
in order to meet the. delivery schedule. 

6.101. The Committee enquired as to how private customers were allow­
l:d to withdraw orders without payment of compensation. During the course 
of evidence, the Managing Director informed the Committee that whenever 
there was cancellation when no expenditure had been incurred the private 
customer was not penalised. However final orders are now being accepted 
with advances. So whenever any cancellation occurred, the amount of 
advance was adjusted against the preliminary work which might have been 
done in regard to that particul'ar contract. 

6.102. The Committee desired to know the arrangement when the can­
cellation occurred due to delays on the part of the Corporation. The Mana­
ging Director replied "it will depend upon the commercial conditions at the 
time of acceptance of cancenation". The Committee enquired whether the 
management had taken any mea'llJre to obviate these delays. 

6. t03. The Managing Director stated that "basic steps have been taken 
to improve production. And the decision to appoint a Commercial Manager 
has been taken so that the terms and conditions arc more stringently scruti­
nised". In regard to thc latcst position about the alternative tlse/dispo'\al 
of materials in the case of cancelled work orders, in a written reply the 
Committee have been informed that "a Standing Committee has been COIl­
stituted to regularly review such items for alternative utilisation/disposal. 

6.104. The Committee arc surprised and rClret to note that upto March, 
1969, as manl as 498 orders were cancelled in the Heavy Maclaine Build­
ing Plant. Cancellation had to be done as some orders were opened initialll 
without firm orders from the parties or due to io-ordinate delay in supplies 
or evea for dial matter due to a later decision to import addilioIIiaI equipment '0 meet tbe delh'erl target. All these intlicate that the procedare in vogue 
for opening the work-orders aDd their actual eXewOOD is DOt a rational one 
nor is there adequate planning, with tbe result that in the case of some. 
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urders ".taken. up, for Bokaro and. BhUai au ex.penditure of RB. ,5.81 Jakbs 
incurred by the Corporation for convenion .~aL'les and overheads had been 
«ndered. IDfructuous. The, Conuaittee ~have elsewhere, deprecated the 
delay in the execution of orders by the Corporation and desire that effective 
remedial action shuold be taken to have a realistic delivery schedule and 
adhered '0 it. . 

6.105. The Committee fail to understand how manufacture of some 
items was taken up without any firm orders resulting in infructuous effort 
and expeiaditlirtl. The Committee hope that effective action would be taken 
10 avoid', the recurr~nce of such infructuoos efforts. 

E. Execution of orders for Bokarn Steel Ud. 

6.106. ]n 1965. the Company started negoliiltions with the Soviet Col­
laborators for the Bokaro Steel Limited to determine the scope of supply 
of equipment and structurals for that plant. A letter of intent was placed 
by the Bokaro Steel Limited on 9th March, 1967 and a formal agreement 
was entered into on 9th April, 1969 for the manufacture of 99,579.29 M .. 
tons (position ~s on 31 st May, 1970) of mechanical equipment and strue­
turals. Out of the total quantity to be supplied, the Company ofT-loaded 
manufacture of 12,479.53 M. tons of equipment to the Garden Reach 
Workshops Ltd. and 1,181.56 M. tons to the Central Inland Watqr Trans­
port Corporation Ltd. also Government Undert.1kings. The time schedule 
fixed f<:>r completion of total supplies by different agencies was as follows :-

(All figures in M. Tons) 

19611-69 1969-70 197()"71 197J-72 Total 

H.E.C. 
m Equipm~nt 1.145 ·21 12,466 ,64 25,760 ·00 17.979 ·35 57,351 ·20 
(jj) Strueturals" 4,'~31 ·00 12,992 ·00 9,816 ,00 27,339 ·00 

5,676 ·21 25.458 ·64 35,576 ·00 )7.979·35 N4,690 ·20 

G.R,W. 
Equipment· 541 ·25 8,190'50 3,708 ·40 39.39 12,479 '53 

,C.l.W.T.C. 
Equipment* - 67·25 1,022 ·12 92 '19 l,lSI '56 

Others 
Equirment* 532·00 696'00 1.228 ·00 

541 ·24 8.789 ·75 5,426 ,52 131 '58 14.889 '09 

GR"NDTOTAL 6,217 ·45 34,248 ·39 41,002 ·52 IB,1 JO '93 99.579,29 

*Represent the quantity of complete equipment only as ofT-loadecl. 

·-Includes ~hc quantity of 13,716 ·435 M. ton~ of ofT-loaded to other lllanufacturers! 
cOntractors as mentioned in 1'llrB 6 '108 . 

. 6.107. As it was not possihle for the Company to match its manufac­
turing pl"c)gtiamme with the delivery sched,?~ jndicate~ by the BOkar('l StC?cJ 
Ltd. ana 4i~l't1lc'tnttcr was not ready'to ad.,u~t the delIvery schedule, deSPIte 
its faiJ~1'e 'to §Up~Yfhe,:dr8~ingR 't'l 'time, the,!C.on;ipany' decided to. import 
.1 quantityCi' 13,760; M. 'tons of equipment (Intluding 8,125.598 M. tons (If, 
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component~ and co,!!plcting equipment) from ·tht ~U.S.S.R. urider various 
contracts entered into with M/S Prommashexport during the period from 
September. 1967 to August. 1969. to be delivered between March, 1969 ttl 
Dc-ccmber. J 970. Although some of these items could be manufactured 
indigenollsly. tne Management recorded the following justification for their 
import :-

. . . . .. within the short time available with us it would not be , 
possible for us to match the details from indigenous sources since ' 
even detailed drawings are not available". 

6. T08.· The overall position regarding the manufacture of equipment and 
slructura)s (includin~ compone.nts/completing equipment off-loaded by the 
Company) by different agencies for supply to the Bokaro Steel Limited 
is .as fallows : - .... 

t~ta\Order 
Quantity oa'-loaded to G.R.W. and 

c.I.W. T.C.(includin, 527 ·360M. 
tons of completin, etc. 

Quantity to be imported from USSR 
(iocluding 8.]25 '598 M. tons of 
.:omponents/completing equip­
ments) 

Q\UUltity olf-loaded to other manu­
facturers/contractors (includlnl 
1;487 ·'04 M. tonS of componentsj 
completing equipment 

Quantity to be manufactured by the 
HEC 

(Figures in M. tons) 

~uipment St:r:ucturuls. Total 

72.240 ·290: 27.339·000 99;579 '29(\ 

14,188 '450 14.188 ·450 

13,760'163 J3,76C)oJ63 
---- --.-.--

44,291 '677 27.339'000 71,630 '677 

4,715 ·040 

. 39,576 -637 

]3,716'435 

13,62:2 ·565 

18,431 ·475 

. 53,199 ·202 

It is seen that oJlt of the total of 99,579 M. tons of eqpipment and 
~tructura1s, the Corporation oft-loaded 32,620 M. tons of equipment Qnd 
structurals to other agencies and 13,760 M. tons of equipment had to be 
impOrted from USSR. . The COmmittee enquired as to what were the 
reasons for off-loadin~ such huge quantity of equipment nnd structurals 
10 other parties. 

1n reply the management have stated as follows :-
., (n) Off-loading is necessary (i) as the production efficiency ill 

- . plant is low, (ii) items that can be obtained from other .jJHli­
~enous manufacturers arc being off-loaded so that the produc­
tion capacity of the plant could be used on the manufacture 
of complicated and heavier items thus maximising supplies to 
customers, (iii) for any en~inecring complex, it is generally 
expedient to' obtain cehain Simpler items from ancillaries and 
other sources to build up the complete cquipments. 

( b) Off-loading has bcon done both on account of low .produclive 
efficiency and consequent ovcr-loadin~ of work on certain land 
centres". 

. 6.1 10. The following statement would show the progress of D1anufa~­
ture of eq\lipment and !iltructuralsby the Company and its ~ub·corttractors 



as on 31st March, 1910 :-

H.E.C. Ltd. 
O.R.W. 
C.I.W.T.C. 
Others 

Structurals 

66 

ScbCduiOd 
supply· 

13,606 
8,732 

65 
532 

22,935 
18,330 

41,265 

Total 
Quantity 

manufac­
tured 

10,393 
4,013 

25 
Nil 

14,431 
24.226 

38.657 

Total Manu- Shon-
despatch facture fall in 

apinst mBDufac­
schedule ture 

against 
schedule 

9,335 
2,619 

6 
Nil 

11.960 
22,336 

34.296 

7.902 
3,914 

25 
Nil 

11,841 
16,504 

28,345 

5,704 
4,818 

40 
532 

IJ,094 
1,826 

12.920 
. ~Contract weights corrected by tfie Management and hence differ from the statement 

given In para 6 '106 

6.111. The posit.ion of supply of equipment and structurals as on 
1-]()'71 is as under :-
SI. 
No. Cat~'Ory 

equipment 

I. (a) Mech. 

(b) 
(c) 
(d) 

equip. 
ment. 

-do-
-do-
-do-

(cranes) 

Supplying 
Agency 

H.M.B.P. 
O.R..W. 
C.I.W.T.C. 
Other firms 

Sua-TOTAL 

2. Machine 
Tools 

Total Mech. 
Equipment 

H.M.T.P. 

(including 
machine Tools) 

Tonnage 
on 

order 
contract­

ed 

57,005 
12,479 
1,182 
1,228 

71,894 

346 

72,246 

Schedule 
of 

supply 
upto 

3rd Qr. 
'7\ 

53,537 
12,479 
1,182 
1,228 

68,426 

346 

68.772 

Cumulative des­
patched against 

schedules 

Upto 
3rd QT. 

'71 

29,097 
5,963 

66 
I3S 

35,261 

336 

35,S97 

Total 
despatches 

upto 
date 

(including 
forward 
supplics) 

28.325 
5,285 

66 
133 

33,809 

336 

34,647 

Remarks 

--------------------------------------:t SI.I Slructurals 
(a) Technolo-

sica) Struc-
turals H.M.B.P. 

(b) Building 
structurals H.M.B.P. 

SUB-TOTAL 

GIlAND TOTAL 

12,637 

14,702 

27,339 

99579 

12,637 

14,702 

27,339 

96111 
NOTB : Figures re~ed are OQrfI~ct to nearest toanes. 

12,3115 

16,029 

28,414 

64011 

12,351 

15,960 

28,311 

62082 

Increase 
in desips 
weight 

Increase in 
design 
weight. 
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6.112. From the above statements it is clear that in the case of mecha­
nical equipment the total quantity manufactured was Jess than the quantity 
required to be supplied by scheduled dates. The quantity as actually manu­
factured did not again conform in entirety to the manufacturing scheduJc. 
In respect of structurals although the quantity manufuctured as well as 
supplied was more than the quantity scheduled to be supplied, it did not 
corre~;pond in all cases, to the sequt:ncc of delivery indicuted by the Bokam 
Steel Ltd. 

6.113. In the quarterly financial review of Bokaro Steel Ltd. for thl.~ 
quart:r ending 31 st March, 1970 it has been mentioned that "The delay in 
supply by the principal indigenous suppliers. HEC and MAMC seriously 
affected the monthly erection progrumme and was likely to lead to claim ... 
from contractors for idle labour". 

6. J 14. The Committee enquired whether H.E.C. became liable to ~tny 
payment due to its failure to keep the sequence of delivery in terms of the 
contract between the H.E.C. and B.S.L. In a written reply the management 
have furnished the following information :-

"The clause in the contract between H.E.C. and Bokaro is as under :-

"Time and date stipulated in the contract for completion of Ihl' 
work shall be deemed to be the essence of the Contract. If the supplier 
fails in the due performance of his contract to deliver any part of equip­
ment within the time fixed by the contract or any extension thereof 
and/or to fulfil his obli2ations in time under the agreement he shall 
be liable to an agreed liquidated damage and DOt by way of penalty. 
a sum of one per cent of the contract value for that complete item of 
equipment included in scope of supply per completed month the delivery 
of which has been in consequence delayed. The supplier's liability for 
the delay in delivery shall not in any case exc~ed 3 % of the contract 
value of such delayed items". 

6. J 15. The Man.aginJ!; Director, Bokaro Steel Plant had expressed un­
happiness over the. extremely unsatisfactory trends in the supply of mtlChincry 
and equipment for B!Jkaro from H.E.C. The Committee enquired as to 
what extent the construction plans of Bokuro had been delayed on account 
of delay on the part' of H.E.C. in adhering to the supply schedule. In a 
written reply it has been stated as under :-

"The extent to which the construction plans of Bobro have been de1av­
ed on account of delav on the part of H.E.C. in adhering to supplv schedu')c 
has not been assess~~ by H.E.C. or intiniated to H.E.C. by BokMO Steel 
Ltd." 

6.116. When the' Committee enquired about the reasons 'for not adher­
ing to the schedules as originallv JZiven and, the steps taken to ensure timclv 
delivery of equipment and machinery·to Bokuto Steet Ltd., !the manngement 
furnished the followin2 information:- , 

~'( 1) Productiol1 tla!\ been les!\ than the targets and 'this 'hns affected 
supolies: ' 

(2) Prod~Yitv is low,. , 
(3) There have a1so been cases of delays in' procurement of ;natrrhl 
(4) R.ejection of inatetials during Processing e.g~ castings of values 

obtained from trade. ' , . 
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To meet the requirement, following steps had beet) takell. :.--:-. .. 
( 1) An .. ' aSsessment was made of the volume of equipment that 

wo~ld be imported or completing parts obtained to keep to the 
dchvery schedules. Orders for such items have been placed 
und they are now being received. 

(2) An overall assessment of the volumc of the requirement of 
ellstings and forgings within a certain time period was made 
and the quantity particularly in the light weight group which 
could oot be manufactured in time in the plant was off-loaded 
to other indigenous manufacturers in the country so that we 
could concentrate on the items that cannot be taken up by other 
manufacturers. The supplies from trade have, however, been 
unsatisfactory both in regard to quality and delivery schedule. 

(3) The supply position of 20 min and higher thickness plates was 
rather unsatisfactory .tod as such arrangements have been made 
to import the quantity required for fulfilling the Bokaro Com-
mitment,. f. • ; 

(4) Machining facilities available in Foundry Forge Plant and Hcavv 
Machine Tools Plant and some other units in' the country are 
also beigg utilised for the purpose. 

(5) The item required for commissioning the first blast furnace 
~omplex have been !\egre~ated with Hview to taking up these 
items on priority busis so that the commissioning of the 1 st 
Blast Furnace is not delayed on account of supplies from H.E.C. 
Supplies of items required in erection sequence have been 
largely completed. 

(6) We ~ve also' identified the items which do not requlr-c erection 
time so tPat these are taken up in the end and tbe items needed 
in the sequence of erection arc supplied .~rlier .Sl'. that. con­
struction schedule is not affected". 

6.117. It is seen tbat one of the reasons for non-adherence to the:deli­
very schedule was the ~day in the, procurement of materials. The Com­
mittee enquired as· to. wl1ether these materials, had to be arranged by . the 
BSL or the Corporation itaelf and if by the latter why timely supply ot the 
required materials could not be ens~red. In reply the managemcnt.Mve 
stated that .: 

"Ma,terials are to be arranaed by H.E.C. All efforts arc. beiag 
made. Some items particularly steel sectioDs are in short· supply, 
Imports have been arranged where supplies were not available indi­
genously. A large number of indigenous manufacturers have not been 
able to make supplies· in time against ordors . placed on them". 

6.118. The' Committee- C4lQuired whether the . Corporation had asoet'" 
tained the reasons for tb:e supply not adberiDg to the 8equen~ of' delivery 
so .far as sub-contractors are .concCmed and whether any action oould be 
taken against tbem. for this failure. In reply it has been stated that: 

"This is periodically reviewed. Reco.ntly the Company has· posted 
. a.n ofIi~ at CalcuUa ~o regularly follow up these orders. Wherever 
possible a~8t~nc;e is also rendered to the· suppliers". It has bcen added 
that "contract has not been finalised so far''. .. _ I' • ' 
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6.111). During evidenc~ the Committee pointed out that besides the 
defective production planning and labour trouble the other reasons for delay 
in reaching the production as' planncd was thc f~lUTc, on thc part of the 
private producers, They enquired as to what action had been takcn against 
such producers. The Sccretary of the, Ministry stated as under : 

"As far as proouclioll of Bokaro equipment is concerned, it is 
regret'ably true thm not only public sector undertakings, but a large 
number of private se.ctor undertakings, on whom supply contra,cts were 
placed have not kept to the schedule and some of them are quite well 
known and well established firms. As regards the question of taking 
action against thcm, we are really more interested today in getting the 
equipment than punishing the undertakings. My officers and I perso­
nally have not only written but havc met the senior representatives of 
the companies like, GEC. CIMMCO, Mukands, Shahabad, ACe, 
Seimons etc. as also the Government Undertakings like HSCL, Triveni 
Structurals, BHELGRW etc, We carry out monthly review, They 
have also genuine diflicultie!i but where they have difficulties of availa­
bility of stcel ,etc .• we take positive action to give them the steel. Where 
they have diflicultiesabout imjlort licences. we have even been helping 
the private companies in this respect. It is with this that it has been 
possible to obtain supplies at a rate in Bokaro which is twice of what 
was about year ago, 

There ate difficulties and it should be appreciated that most of this 
equipment is made in the country for the first time and when equiP'llwlt 
of this complication is made, it must be ensured that it works together 
as u system. When they arc put into operation. some modifications 
may become necessary and all sorts of difficulties may arise". 

6.120, The Committec enquired whether the position regarding the 
actual supplies made by the HEC vis-a-vis those scheduled for delivery was 
reviewed at Ministry's level from time to time and if so, whether action was 
taken to ensure timely supply of required quantity of equipment and 
structurals by the HEG to BSL. The Secretary stated as under :-

"The position is unsatisfactory. There have' been delays in supplies 
from H.E.C. There have been a considerable number of meetings held 
at the Ministry level. To give you the position in the last 18 months, 
my predecessor held a review meeting on 31 st March, 1970 and he 
specifically wanted to know what items can be sub-contracted so that 
the programme is not affected.. On 21st May. 1970 the then Minister 
aDd the then Secretary held a review meeting and with regard to the 
items which HEC could not supply in time' to Bokaro, they said that 
other indigenous capacity must be harnessed. On the 12th January. 
1971 the then Minister aDd myself held a meeting and we aske<f HEC 
for a detailed programme for the supply of equipment for the 1.7 Dll1lion 
tons to Bokaro. I have held the task force meetings on the 13th of 
April, 4th June, 4th September and 3rd of October, this year, when not 
only the problems of HEC were discussed but also the supply to Jlgkaro 
was discu~aed. Many meetings were held with the sub-contracton, we 
arc also taking various steps in order to solve the problems of HEC, 
For jnstance. the other day. a report came that there was shortage of 
oxygen. We immediately jOt in touch with the Indian Oxy~ Co. and 
various other people to organise the 5UpplI to the'Ql. 'l"4e ve .,t, the 
.problcmt of tmpott Ji~e. ,1 There; i~- a s"ecial eeJ1fn . IE ~nbat 
-expeditio .. d~~TOf.,*a·cues,take9 plate' •. ' I'} I" \.,i;"" 
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6.121. When the Committee wanted as assurance that supply to Bokaro 
,Steel Plant would be regular, the ~ecrctary stated as under :-

"I can say that the position is much better than before. But I must 
also say that I do not believe that there is a single company-public 
sector or private sector in respect of whic:l it can be said that they 
have kept their delivery dates to the full. Despite all these hurdles, the 
position has improved and we do hope that it will improve further. 
We have also to examine the increase in prices. It is not only important 
that we must keep to the schedule whic'l we have prom:sed but in the 
case of Bokaro, WI:, have already invested Rs. 500 crores. If we take 
interest of 7 per cent, it means Rs. 10 lakhs a day. What is then 
important is not what HEC can do, but to get the work done. We havc, 
therefore, taken decisions even to take away some of the items from the 
HEC and transfer them to somebody else. Therefore, we are looking 
for new companies and it is an advantage to us because once an item is 
established, for the future programme. we will get the delivery in time". 

6.122. The Committee enquired whether the Ministry had checked that 
the quantity of equipment imported for the execution of orders for Bokaro 

'Steel was received within the time it was required and utilised immediately 
. by the BSL. The Secretary stated as under : 

"In 1967·68, 43 items were ordered for import. 33 of these wer.: 
shipped in 1967-68 4 more items were ordered upto 1969. Til: 
balance of to from 1967-68 and these four were shipped during the 
first to third-quarteTs of 1970. So. these items came late. Similarly, I 
have got figures for 1970. The rough position is that most of the 
imported items have eo me in time. But it cannot be stated that as 
soon as they came, they were installed because they must be installed 
in the sequence in which they have to be installed". 

About tbe time lag for the execution of these orders, the Secretary 
stated as follows :-

"In fact. when a contract is reached, the first thing that ODe should 
ma!«: sure is the time of delivery. If the time of delivery suits us, ther. 
only the order is placed, because afterall why do we go fot import-it 
is because we want the equipment by a certain date. 1f we are given 
long enough time then everything can be made here. Accdrding to th.: 
time-schedule every complete item or completing item or components 
should be received in time and then only it' can be aS~t!mbled with the 
main equipment in time". . 

6.123. The Committee enquired a.'l to what span of time was needed 
for manufacture in the country. The Secretary stated: 

"We have to make an assessmcnt. whether they will be manufactur­
ed at the. rate at which fh~y are required. If ~c come to the conclusion 
tluft thevwil1 not be manufachtrcd within that time. then you have to 
t<lke a decision on w"et~er to import it or not. This is considered 
seriously. If i!i eXl'lmined'in det:1i1 and only after complete examination. 
those· items which cilnndt be manufactured within the time schedule to 
match up with other deve1opmel'lts. are decided to be i~orted·: .. 

I, .' \ ~ ! t' . I .' '" ,I ' . . . 

6~'Iihe CoJlllllittee liM that '* c)fthe ..... 0I'IIer of ",979 M. 'Ions 
'of eq .' 'n't and sfnlclurals Ift!ei¥ed 1m. the ... n Steel ~IM .• fhe Heavy 
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E~ineeril1g Corporation Ltd. off.loaded 32,620 M. ions of equiplllent and 
slructurals to outside agencies. In order to meet the delivery schedules, 
Heavy Enginecri~ Corporation bad to import 13,760 M. tons of equipment 
from USSR. Off.loadin2 had to be done "both on account of low produc­
'ion efficienC)' and ,"'Onsequent over.loading of work on certain load centtl's". 

6.125. The Committee furiher note that the delay in the execution of 
.. rders was not onl)' caused due to defective production planning in H.E.C. 
.but also due to failure on the part of private producers. The Committee 
..egret that the Corporation has not finalised any contract with such firnL'i so 
far, nor taken any action against them for not adherinf,! to the de!ivcl1' sche­
dule. The Committee desire that responsibility for delay in finalisin~ tbe 
4!on'f'acts should be fixed. Time bein~ the essencc of contracts, tbc 
Ministry /Mana~ement should ensure that contracts with sub-contractors 
whom work is olf-Ioaded are finalised without any delay and hereafter "jlccific 
time schedule for delivery of equipment sbould be provided tberein. 

The Committee view with concern tbal extremely unsatisfactory trends 
in the sDllply of c'IDipment and slructurals to Bokaro Steel Ltd. b~' 
the Hcavy Engineering Corporation Ltd. seriously affected tlte 
erection programme of the Booro Steel Ud. and rccommeftd 
.hat Government should immediately make an overall assessmenl rCRurdinJ! 
die actual supplies made by HEC vis-a.vis those scheduled for delivery' and 
take appropriate steps eitber for the manufadare of lhe components in the 
cODntry or for importi~ them consistant with the production capacit~, 
of the HEC. 

The Loss/Profit incurred/made by H.E.C. in respect of equipment supplied 
to Bokaro Steel Ltd. 

6.127. In April. 1969. the Government fixed the following prices (for 
delivery at site) for the supplies to be made to Bokaro Steel Limited :-

(1) Non·Ccmpctiti\,(' Items 

C!) CompetitivC' Ilcm~ 

,(3) Structltrals 

51.17:! M. tons fu Rs.14,100 
per M. ton 

21,36:! M. Ions @ Rs. II,DO 
per M. ton 

. 26,4(,7 M. tons (!i Rs. 2,42(', 
pCI'M. IOn 

-99,001 M. tons 

-This quantity h:l~ since been increa~,d to 99,579':!9 M. ton~. 

Rs. 7:! ·15 
crole' 

Rs. :!.l ·7R 
crore~ 

Rs. (',42 

Rs. 102 ·35 

6.12B. The loss/profit incurred/made by the Company in respect of tht.: 
lluantity already supplied cannot be ascertained on accoullt of non-availabi­
lity of the cost of production tin the case of equipment) and the source 
of supply i.e. whether out of plant's own production or out of the contrac­
tor's supplies (in the case of structurals). 

6.121). Against the priee of Rs. 14,100 per M. ton for non-competitive 
items and Rs. I I.BO per M. ton for competitive items payable by the 
Bokaro Steel Limited, the Corporation is required to pay an average price 
of Rs. 14,285 per M. ton to the USSR suppliers for the equipment to be 
imported. 

ti - .158LSS/7~ 
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6.130. As the price to be paid in respect of quantities off-loaded to the 
Qarden Workshops Limited and Central Inland Water Transport Corpora­
lion Ltd. has not been settled in all cases so far, the financial implication of 
off-loading these equipment cannot be ascertained at this stage. 

Settlement of Prices w~/h Garden Reach Workshop.f Ltd. Qlul C,:mlral 
Inland Water Transport Corporation Ltd. 

6.131. The Committee enquired as to how the price fixed by the 
Ministry was accepted by the ~.E.C. when the price payable by it to the 
Garden Reach Workshops Ltd. and the Central Inland Water Transport 
Corporation Ltd. in respect of the supplies off-loaded to them had not yet 
been settled in all cases. . 

6.132. The Committee were informed that the price fixed by the Minis­
try wa,s accepted in accordance with the terms of the Agreement between 
BSL and HEC which provided that "the prices for equipment and struc­
tures will be decided by the Secretary to the Government of India in the 
Ministry of Steel and FJeavy Eoginc;,ering." 

6.133. The Committee enquired as to what was holding up the settle­
ment of prices with the Garden Reach Workshops Ltd. and Central Inland 
Water Transport Corporation Ltd. and how the payment was made by the 
H.E.C. to the G.R.W. and C.I.W.T. The management staled that "provi­
sional payments is being made at the rate of Rs. 8900/-'" per tonne and the 
matter regarding settlement of priees being referred to Bureau of' ~ublic 
En terprises." 

6.134. The Committee rl-'gi'ct to note tbat loss/profit incurred by thl 
Corporation in respect of equipment supplied to Boldaro Steel Ltd. could nof 
be ascertained on account ofnon-availahility of the cost of production (in 
the case of. equipment) and tbe source of supply i.e. whether out of Plant'" 
mm produdion or out of the oont·ractor's supplies (in the case of'structurals). 
The Committee recommend that the management should work out :he fillan­
cial results of transactions with Bokaro Ste.el Ltd. without any delay. 

6.135. The Committee further find that although Government have fixed 
the prices for supplies to Bokaro, but the prices payable in re....,ect of quanfi· 
fies off.loaded to the Garden Reach Workshops Ltd., and Central Inland 
Water Transport Corporation Ltd., which are also Government of Indin 
undertakings, have not been settled so far. 

6.136. The full financial implications of off-loading these cquiprncnls 
cannot obviously be known till prices are finally settled. The Committee 
desire that the prices should be settled expeditiously by the Bureau of Public 
Enterprises to whom the case stand.; referred. 

6.137. The Committee are greatly concerned to note the inordinate del8\' 
in scttll~ prices for machinery and equipment to be supplied h\' Public 
Undertakil1J:s to another UndertakinlZ in the Government Sector. The Com­
mittee stress that the Ministry/Bureau of Public Enterprises should cvolv(' 
a wen defined procedure in order to eliminate delays that occur due to differ­
ences amona the pubUc sector underCaktnt!s reprdina scalemen. of prices . 

• A\()Coniin!!: tn lneal verification done bv Audit. this rate is aTmlicable to Garden 
Rcach Workshon Ltd. only. . 
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Wlaellever two 01' 100m Gevenunent UIIdeI1akinp CUIIOt COllIe to an agree­
mellt, they sbould avail of dIis ~e and have the DUlt.- decided willa. 
out delay, so dIat the fiDalM:ial impIicaaioas of each tra-.ctioo become 
Down in daDe to all coacemed. 

Payment of Double Sales Tax in respect of Equipment supplied to Bokara 
Steel Ltd. 

6.138. In respect of the quantity of 13,661.09 M. tons of complete 
equipment off-loaded to Garden Reach Workshops Ltd., Calcutta 
(12,479.53 M. toos) and Central Inland Water Transport Corporation Ltd., 
Calcutta (1181.56 M. tons) the sales tax will have to be paid twice, firstly 
at the time the eQu~pment is sold by these undertakings to the Company and 
again when the bill is raised by the Company against the Bokaro Steel Ltd. 
As the equipment will be delivered in the finished form by the undertakings 
direct to the Bokaro Steel Ltd. without any further processing having to be 
Jone at thecompany's plants .the payments of the sales tax at the stage it 
will be levied when billing is done by the Company, would have been 
avoided if th~e equipment had been purcbased direct by the Bokaro Steel 
Ltd. from these undertakings without bringing in the Company as inter­
mediary. The exact financial implication cannot. be ascertained at this 
stage as the price payable in respect of these equipment to the Garden 
Reach Workshops Ltd. and Central Inland Water Transport Corporation 
Ltd. has not yet 'lDeeJt seuled. 

6.139. In the quarterly financial review of Bokaro Steel Ltd. for the 
quarter ended 31-3-1970 it is mentioned that the Chairman HEC informed 
the Board of Directors of BSL that he was awaiting the legal opinion in the 
matter. The Committee understand that the legal position in this regard 
had sine!! been ascertained and it was that there is no escape from payment 
of Double Sales Tax as per existing contracts. This matter is to be further 
discusseu between representatives of BSL and HEC'. 

6.140. The C8JDIOiUee ~nsider that the double iaddeACe of sales fax 
could have oblliously,been avoWed it the orders for macbiaery and equip­
ment required by Bobro Steel Ltd.. !Were arrangOli .to be placed directly on 
Garden Reach Workshops L~d. and the Central Inland Water Transport 
Corporation Ltd. after due ~onsuItation wHh the Heavy Englneerit1~ Corpo­
ration Ltd. De Committee would like Government even now U. see whether 
the incidence of ®able sales .tax cout.. be avoided bv arra..,p~ for biDs 
bei~ directly raised by the Qlrden Keach Work.'Ihops Ltd. and the Ct!nfral 
rnland Wafer Transport Corporation Ltd. on Bokaro Steel Ltd. instead of 
routb~ them thro. the Heevy ~eerin~ Corporadon Ltd. The Com­
mittee would also like Government/Bureau of Public En~s to issue 
suitable guidelines on the subject 80 as to .obviafe, iacidence of, double sales 
tax in future. 

F. Los; on Procurement of Design Doc:uateatation for Bok8l'0 Supplies 

6.141. The Bokaro Steel Limited entered into a contract with the 
Ru<;sian Collaborators (MIs. Tiajpromexport) on 23rd Januarv. 1967 for 
the supply of design documentations for equipment weighing 92.358 M. 
tons at a cost of Rs. 4 crores. out of which equipment weighing 66. t 81.09 
M. tons were to be manufactured by the Heavy Engineering Corporation 
Limited. The design documentations for the entire quantity have already 
been supplied to the Corporation. 
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6.142. In the absence of any specific provision in the contract entered 
jnto between the two companies or an indication that the price payable by 
Bokato Steel Ltd. to the Company is inclusive of the cost of design docu­
mentations, it cannot be ll/icertained at this stage whether the cost of design 
documentations is payable by the Company to the Bokaro Steel Ltd. 

6.143. In a written reply tge management have, however, stated that 
"the total amount paid to Bokaro in respect of Design Documentation is 
Rs. 286.63 lakhs". 

6.144. Against the quantity of 66,181.09 M. tons of equipment for 
which design documentations had been ohtained by H.E.C. it was decided 
hy the Corporation to manufacture 39,576.637 M. tons in its own Plant. 
It was decided to off-load 18,903.490 M. tons of equipment, including 
components/completing equipment to the Garden Reach Workshops Ltd .. 
Central Inland Watcr Transport Corporation Ltd. and other contractors. 
It was however, not clear if the cost of the design documentation will be 
recoverable from them. When the Committee enquired about this they 
were informed in a written reply by the Management that this would be 
taken into account while fixing the finnl rate for supplies made by Mis. 
G.R.W. and C.I.W.T.C. 

6.145. As regards thc question as to who should bear the cost for the 
des.ign documents, the Committee were informed during evidence tbat "the 
payment has been made and the money has gone out of India. Now, It is 
~ matter between the Garden Reach Workshops, H.E.C. and Bomo. 
Bobeo have been contending and with a lot of weight that as we have taken 
OV(!t the supplies, we must take over the liability also. Likewise we arc 
going to pass on the proportionate charg;: for designs to Garden Reach 
Workshops because they arc going to benefit by it". . 

6.146. The Corporation imported 13,760. ) 63 M. tons of components/ 
completing equipment (including 5,634.565 M. tons in completely finish~d 
form). There was no justification for the Company to obtain design docu­
mentations from Bokaro for the quantity of equipment which the Corpora­
tion imported from Russia. The cost of design documentation of imported 
equipment works out to Rs. 56.12 lakhs. 

6.147. So far as the procurement of design documentation for the quan­
tity of 13,760.163 M. tons is concerned. the Ministry stated (July, 1970) 
that (i) design documents for complete equipment had to be obtained even 
if components and completing items and sub-assemblies were imported and 
(ii) designs for complete equipment were obtained as these would be 
required for future requirements particularly for the second stage expansion 
of Bokaro Steel Ltd. 

6.148. As regards the design documents for equipment. the components 
and completing equipments of which were being imported. the Committee 
desired to know whether such a decision was based on the advice of the 
Director General Technical Development or any other technical authority. 
Tn a written reply the management stated that "The imports were finalised 
(fuU machines) after the receipt of the drawings so it was not possible to 
exclude the items fully imported from the contract signed hy B.S.L. for 
Design documents". 

6.149. Durinll the evidence the Committee pointed out that when the 
designs were available, the Company should have made an effort to manu· 
facture them instead of importing them. . 
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The Secretary of the Ministry stated as under ;-

"Nobody rushes for any import. Moreover, the design do<.;uml.!nla­
tion is necessary even to decide whether the item can or cannot Le 
made by HEC. Most of this equipment is new, Sir. Even though the 
import of design documentation may not have been useful for the first 
stage of Bokaro (1.7 million tonnes), we have still got 2.5, 4, and 5.5 
M. tonnes (if sanctioned) stages. We are also attempting to standardise 
the equipment for the steel plants. The reason is that BhiIai has been 
established with Russian collaboration, Durgapur with British colia­
boration and they have used different specifications and different kinds 
of equipment because they were all turnkey jobs. It is, therefore, 
necessary to standardise them to manufacture them in large quantities. 
I am sure, that while standardising for the plants, this design documenta­
tion will be useful. 

As far as the Soviet collaboration itself is concerned, the expansion 
of Bhilai has been sanctioned, there also it is going to be useful. This 
money that has been spent on design documentation is not at all waste­
ful. When we organise our own design staff, these design documenta­
tion.c; will be helpful." 

6.150. Asked as to why the Corporation imported the material when the 
dceign documentation was available with them, the Secretary stated that 
"That would have been possible. if H.E.C. could work perfectly and it 
produced according to the time schedule and if the investment in Dokaro 
could wait. He pointed out that "only the intel-est charged in the in­
vestment in Bokaro is Rs. 10 lakh a day. Therefore we had to take a 
decision whether it was better to wait for H.E.C. or to import." 

6.151. The Committee find that the Corporation was already in posses­
sion of certain design documentations for quantity of 19,600 M. toDS of 
equipment (corresponding to 20.102.94 M. tons as per the detailed drawings 
propared subsequently). However, the Bokaro Steel Ltd. could delete items 
only for a quantity of 2,444.81 M. tons from its contract with USSR ('01-
laborators and did not supply design documentations for another quantity 
\If 2,319.53 M. tons. The procurement of design documentations for a 
quantity of 15,428.60 M. tons (20,192.94-2,444.81+2,319.53) has 
thus r~ulted in further expenditure of Rs. 66.82 lakhs. 

6.152. As regards the procurement of design documentations fur 6,555.19 
M. tons (out of the 15,428.60 M. tons) the Ministry informed Audit in 
July, 1970 that "the view was taken that the drawings in possession of 
H.E.C were old in design and by the time manufacturing drawings for the 
equipment would be issued from the U.S.S.R., the Soviet designers would 
incorpora1le the laUSt technological cha.ng!e, advances and modifications 
and consequently it would not be correct to work to the drawings available 
with H.E.C.". 

6.153 .. The Conunittee enqu~red whether this view was taken indepen­
dentlyor It was taken on the adVice of the USSR collaborators. Tn a written 
reply the Management have. stated that "this view was taken in consultation 
with the Soviets". 

6.154. For the quantity of 8,873.41 M. tons, the Ministry informed 
Audit in July. t 970 tOOt "It was originally antic;:ipated that we would be in 
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a position to develop the de&igoI.". Subsoqtandy bowowr. it was d«:ided 
that the cranes were to be supplied as per Soviet drawings made available 
to Dotaro Steel Limited. 

6.155. The Commitec enquired as to what were the rea.!lOllS for 
taking this decision. In reply, the Management stated that "For 10800*T. 
of cranes, H.E.C. indicated that they can design and manufacture, and 
hence drawings are Dot required from U.S.S.R. But B.S.L. agreed that only 
2319.3 T. of Cranes can be supplied to HMBp Design." 

6.156. The Committee on Public Undertakings in the~r 14th Report 
( 1967-68) on Heavy Engineering Corporation Ltd. had observed : 

"In his quarterly Financial Review of the period ending the 30th 
September, 1967, the F.A. and C.A.O. of the Corporation has pointed 
out that the HMBP is being reqWred to pay more towards the cost 
of the design documentation to Bokaro Steel Plant thaD. it should. It 
appears that the BGkaro Steel Plant bas obtained the drawings for all 
tho eqaipment that is to be supplied by the Corporation at a Bat rate of 
8 per cent of the cost of equipment from the U.S.s.R. All these d~Jl;S 
are being passed on to the Corporation irrespective of fact whether 
these were requited or not. In flrot for several items to be supplied to 
Bblwo the HMBP has already got the drawings. The HMBP has 
gpeeifically told Bokaro StelJl.Ltd. that for abowt 9,000 1:OIIDeS of 
eqUiplftent drawings ore available and they need not obtain the draw-
in~ from the USSR. In spite of this, drawings are being passed on to 
the HMBP. . 

* * •. • • • 
"This is a serious matter mvowing avoidable loss of foreip ex· 

cha~. The Committee fall to un4erstand 36 to how the Government 
allowed the import of drawings witheut aa~ from the ~­
tion whether these were avai,lilble with them or not. They recommend 
that in future the Government should exercise gr~t caro before allo· 
Ws the imports of· desip an4drawings for eqJJipment to bemaQU,-
factured by the CotJlOAtioo. $crutiny C)f orderaplaced for desijn do-
cument-ation but not executed so fa,r may also be made in order to 
take remedial measures, if possible". 

6.157. In reply the Minisliry havo stated as follows:-

"This ca&e has been iDvesti8ated. It was initially .eed betwQen 
HEC and Bokaro Steel Ltd" that in view of HEC undertaking the 
manufacture of various types of sophisticated equipment, in many caaes 
for the first time, all the working drawings which would normaily· in· 
clude all technological know-how, would be obtained by Bokaro Steel 
Ltd .• and passed to H.E.C. from whom the cost of the drawings would 
be recovered. During the negotiations with the Soviet consultants, 
HEC suggested that drawings for about 9,000 tann.es of eqUipment 
need not be procured from the U.S.S.R. as these were a\'ailable 

·Accordinll: to local veriftClttion:\7Y Audit drawing~ in respect of c1'IIncs were not 
I"cquired for 11192·94 M. tnns cOlTespondinJ8 to 10600 tons as pet D.P.R. 
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with them. This was discussed with the Soviet consultants and it was 
decided that for about 2,700 tonnes of equipment HEC could go ahead 
with the drawings already available; for about 300 tonnes orders had 
already been placed with the manufacturing plants in the USSR and 
hence could not be.cancelled. For the remaining 6,000 tonnes, the 
view was taken that the drawings in possession of HEC were old in 
design and by the time manufacturing drawings for the equipment would 
be issued from the USSR the Soviet designer would incorporate the 
latest technological change, advances and modifications and consequently 
it would not be correct to work to the drawings available with HEC. 
The amount payable is not in terms of a percentage of the cost of equip­
ment but a lump sum of Rs. 40 million". 

6.1SH. As regards the procurement of design documentations which were 
already in posscsRion of the Corporation the Managing Director, HEC ex-
plained during evidence as follows : 

"We got it from Bokaro Steel and they wanted the equipments to be 
supplied to them in accordance with the drawings which were in their pos­
session. This related to some of the cranes and other equipments which 
they felt, they must got according to the drawings which ~hey had wHb them 
rather than the drawings which were available with the HEC. It was a 
customer's decision at the time of placing the order". 

6.159. The Chairman, H~C added that "our drawings we .. .: old. The 
contract which Bokaro Steel Ltd. had entered got them certain latest designs 
and they had obtained their latest designs". 

6.160. Tbe Committee desired to know whether under this agreement 
they could not ask: for the latest design and impl'OYements, in case the designs 
were already available. u.cy furth~r enquired wbettler the HEC were en­
titled to get improvemoots in designs and drawings. The Chairman, HEC 
replied "e'ftm for that we win have to pay. Whenever we ask for drawings 
we have to pay under the agreement. It is not that we get freely because 
af the collaboration". 

6.J~1. The Committee are surprised to ~ _t a sum ~ as. 286.63 
lakJIs ha~ been .plJid to Bokaro Steel Ltd. iJ1 respt;d of ~ ,~ulJlt'Atatjun 
wi.thout ,even R'iCera,.iniDJ! wJlether the co~t is payable at aU, 'J:\e C,o"-Ucc 
also find tbat 0" of tJ.e total SJlm of as. 286.63 .lakhs debited to the Il«ount 
of the Corporation for lhc receipt of desi2J1 do~~JJfations fr:OJU Lbe Dokaro 
Steel Ltd. a total exoenditure of Rs. 122.94 Iakhs was Incurred for desiJ;:n 
,documentations which were eidael' a1re18dy in pQMession of the Corpllr,lfio'1 
ur w~ch w,l're DOt at all utUised as cOIDJtOnents/colUpieling equipment, 
for wbich tbe de~~ doculJ1eldations were JR(l8JIt. were actuallv Ulqlorfe" 
from Russia. The Committee are of 'he opinioa dlat .the 105.<; inClllttd b\' 
the Corporation on the procurement of desi~ documentations WB<; du~ 't) 
lack of adequate cuordination hetwern thr Bokaro Steel Ltd. 8Dd H.E.e. 

6.162. The Committee feel that the Bokaro Steel lAd. went in for the 
import of design documenfations without tlDeII .. out wIaether or not tM~e 
w:ere available with the H.E.C. BUd as tbey could not aet out of the com­
mitmentt;, the dqn dorumentations imported by them were thrust upon 
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me. The justification given by the Management that the new drawingIJ 
will be useful for fulure expansion appears to be an after.thought. 

The Committee would like Government to probe into the mailer in ord::r 
to find out the extent to which the import of design doaaments, (or whicb 
laqte amounts have been paid, was avoidable and has proved infruduous. 
The Committee recommend that Government should mke steps to avoid such 
loSlies in (uture. The Committee would also like Government to issue 
detaHt>d instructions to public undertakings in the light of thi .. experience so. 
that DO omnibus commitments in respect of design documents is entered 
into which oblige. .. an undertakinll to import designs and drawings irrcspec­
tin of their need. The Committee would like to be informed of the action 
taken within three months. 

G. Defective Production Planning 

6.163. An analysis of the production performance as made in the 
preceding paragraphs reveals on the one hand shortfall in planned pro­
duction, manufacture of products not conforming to the sequence of de­
livery, inability to adhere to the delivery schedule and consequent oJI­
loading and canceHation of orders, on the other hand cases of manufacture 
of certain items in anticipation of orders. in excess of orders in hand and 
manufacture without proper planning have come to notice. Certain other 
cases where consultancy arrangement'> were finalised for manufacture of 
items for which there was ultimately no demand were also noticed. Some 
of these cases are discussed in the succeeding paragraphs :-

(i) Manufacture of 4.6 cU.m. Excavators 

6.164. During November, 1965-Februacy, 1967 the Company entered 
into 4 contracts with the foreign collaborators for the import of 3 complete 
excavators and components for another 11 excavators at a cost ofRs. 146.81 
lakhs, erF, although it had in hand an order for only 9 excavators from 
the National Coal Development Corporation Limited. The supplies for 
9 numbers were received by March, 1967 and for 5 numbers by May, 1968., 

Out of the 9 excavators required to be supplied to the National Coal 
Development Corporation Limited by 1967, only five excavators (including 
3 complete sets imported) in fun and 2 excavators in part were supplied. 
upto 31-3-1969. Due to cl1ange in National Coal Development Corporation's 
production programme and delay in s'upply by the Company. the National 
Coal Development Corporation Limited eancelled (7-5-1968) the orders 
for the remaining 2 excavators. 

6.165. Due to non-receipt of further orders for the supply of excavators. 
imported components valued at Rs. 74.74 lakhs and castings (obtained from 
the Foundry Forge Plant) valued at Rs. 5.16 lakhs were lying in the Stores! 
shop floor as on 31-12-1969. 

6.166. The Committee enquired whether it has been examined that thesc' 
componcnts and castings would be fully utili'ieO in the manufacture of the 
remaining excavators. The Management have stated that "Imported com­
ponents and castings obtained from FFP are being used in the manufacture 
of excavator.; for which firm orders arc in hand. Five excavators are prog­
rammed for completion during 1971-72". 
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6.167. Allhough there was no production programme ~pprov~d for tlw 
manufacture of excavators, the manufacture of 12 more excavators was 
undertaken and orders were placed on 2-11-1965 on the Bharat Heavy 
Ekctricals Limited for the supply of 12 sels (subsequently increased to 24 
sets) of electrical components at a cost of Rs. 159.81 lakhs (provisional), 
to be supplied by 1968-69 (extended up to 1971-72). The Foundry Forge 
Plant was also asked to supply castings and forgings for 12 sets. 

6.168. During evidence the Committee enquired as to how the production. 
on such large scale of a new item was justified without any assessment of 
the demand and the economics of the production. The Chairman. HEC. 
stated as follows :-

"If I may submit, it has not been provided in Project Report that 
we manufacture 30 excavators a year. Now the normal .thing is on 
obtaining a particular type of equipment for a certain purpose, the 
demand was visualised that 30 will be required. The experience has 
shown that there is a big demund. In fact, we could not be able to meet 
that demand. We have to reject orders. And NMDC had to import 9 
excavators because we could not comply. To get the orders and then 
start work and get supply of raw materials; it takes 21 years and cus­
tomers cannot wait till that time. Since we have a capacity and w~ 
have visualised there is a demand-jn fact, it was visualised in the Pro­
ject Report-we have decided to J!;O on the basis of 6 to start With. This 
year, we arc going to supply 5. In anv case, we are also J!:oing to supply 
another 12 to NCDC; but a portion of it is being imported. We are now 
trying to buil4 up our capacity and in that context, we have decided that 
in certain items Qf regular demand in. the market, we should take action 
earlier." 

6.169. The Committee desired to know the latest position' regarding 
orders received for excavators. Tho Management have furnished the follow­
inJl: information :- . . 

"The details of the orders received for excavators arc ~iven below 

J. N.C.D.C. 7 tons (Supplied) 

2. Seas Project · . :2 Nos. (Supplied I 

3. R )urkela Steel Plant I No. 

4. Bokaro Slecl Plant 3 Nos. 

5. Bhilai Steel Plant · . 3 Nos. 

6. Ramaganga Project 1 No. 

7. N.M.D.C. 4 Nos. (OritPllul order was 1'0;' 

14 Nos. whidl n .. 'tluced 
to 4 Nos.) 

8. N.C.O.C. · . 12 Nos. 

Supplies have not yet been completed for any excavators from 51. No. 3 
to 8". . 

6.170. As to the reason for abnormal deJayin the execution of order for 
the excavators it has been stated that "delay was due to low productivity , , ,'" . 
and the Managenwnt deficiencies. ' 
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No approval of the Board of Directors was obt-ained for the im­
port ofi components for 9 excavators out of 11 e~avators and for the procure­
ment of elecbical components castings and forgings for the 24/12 sets. 

The Management have stated (February, 1970) as follows :-

"Because of the fact that the excavator is a standard item within 
the profIle of Hcavy Machine Building Plant and also to take advantage 
of the economies in Batch Type production, it was thought desirable th:ll 
manufacture of e.lJ.cavators should be taken up at the rate of 6 units per 
year in anticj .. l)at~n of orders, so that supplies can be made froOl ready 
stock." 

6.171. During evidence, the Committee enquired a.s to why [he approval 
was not taken for the import of components for 9 excavators and whether 
the post-facto appro~al had at least been taken. The Chairman, HEC 
replied "We can!,ot give the rcply. We are just findin/!: out why it was not 
done." Subsequentlv in a written reply. however. the Committee have becn 
infonncd that "Post-facto approval of the Board has not been obtained. 
Excavator is a standard item of manufacture and is included in the produc­
tion programme ey~ry year which is approved by the Board." 

6.172. The final order foc' the supply of 24 sets of electrical components 
at a cost of Rs. 132.50 lakhs was placed on the Bharat Heavy Electricals' 
Limited on 2~9~ 1970; the approval of the Board of Directors was taken 
ei:lrlier on 28-5-] 970. 

6.173. The Committee enquired as to the reasons for taking more than 
4 years in placin! the firm order on the Bharat Heavy Electricals Ltd. for 
the supply of 24 sets of electrical components. The Management havl~ 
~stated that : 

"Our letter of intent on BHEL was itself a firm order. Formalordor 
oould not he issued pending settlement of final prices. Agreement on 
prices was arrived at in July 1970 and hence the formal covering order 
was released Qll 2-9~1970." 

6.174. The Committee further enquired as to what was the reason flor 
bringing the matter to the notice of the Board of Directors after more than 
4 years from the date when the decision to manufacture more excavators 
(even though not covered by the approved productioQ. programme) was 
taken and the Bh_arat Hcavy Electricals Ltd. approached for the supply of 
the electrical components. The Management stated that the "approval of 
the Board was taken before release of the formal order after the prices were 
settled ?' 

6.175. The Committee have been informed that the manufacture of exca­
vators 'WB5 undertaken after assessme'nt of the demand. It was visualised bv 
the Corporation that 30 excavators would be required per year. The Com­
mittee, however, find that only 9 excavators had been supplied by the Cor­
poration since 1965. 'I1Iere had been considerable delay even In the supplv 
'of these excavators. The Corporation had to reject orden because they 
could not meet tbe demand. N.C.D.C. bad to import 9 excavators because 
the Corporation could not comply with the order. The delay in the suPPly 
of excavators rauIted In the c:anceUation of orders. 'I1Ie Committee dep­
lore that due to low productivitv and nanagement defi.dencies tItere had 
been deJa~' in the c6mpliance of orders. 
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6.176. The COUIiaeee reeemmend that die d.li1'Cry for the order., in 
hand should be expedited so as to attract IIIOre orders. 

6.177. The COlDllliatee take a serious view of the fad that approval of 
the Board of Directors was not obtained for the impo~ of components for 
&) euavators. Orders were also placed on the Bllarat Heavy Electricals Ltd. 
for the supply of electrical components for the ex~ton on 2·11·1965. 
whereas the approval. of the Board was taken on 28·5·1970 after a gap of 
nearly 5 years. The Committee are of the opinion that the approval of 
tbe Board of Directors should have been taken 'at the time of lakin!! the 
decision to manufacture/import the excavators/components and before 
issuing the letter of intent on BUEL for the electrical components. The 
Committee would like Government/Heavy Engineeri~ Corporation to look 
into the matter to oItv_ recwreDCe of such iDstances. 

(ii) Manufacture of charging Box Cars 

6.178. The manufacture of 20 Charging Box Cars, each with an approxi­
.1late finished weight of 20 M. tons. was taken up without any specific order 
in hand and without any estimate of cost there£-ol'. 139.5 M. tons of com­
ponents valued at Rs. 5.:33 lakhs, CLF. Calcutta (or Rs. 7.44 Jakhs) were 
purchased under a contract dated 29-4-1965. The job has been completed 
and: the total cost has amounted to Rs. 10.79 lakhs. All the cars (finished 
weight being 413 M. tons) are lying idle and the Commercial Department 
of the Company has not been able to get any order for these cms. 

6.179. The Management stated that the prodUction of these cars was 
taken up during ].964-65 with a view to give some loading to the shops as 
the order position was in a fluid sta~e. 11te charging box cars are used in 
the steel melting shops where open hearth furnaces are jnstaUed but the 
orders subse~uentIy received wer~ for iron ladle ears, ingot Ul.,.Q.uld cars, slag 
la~ne cars. etc. and not for chargtng box cars. 

6.180. The Committee enquired whether the above reasons justified the 
undertaking of manufacture of as many as 20 charging box cars without 
any order in hand. In reply it has been stated that "the manufacture of 20 
charging box cars was undertaken in consultation with DGTD and Steel 
Plants. This no doubt involved certain commercial risk." 

6.181. The Committee enquired. from the Ministry as to whether the, 
charging box cars had not been imported by the Public Sector or private 
sector steel plants after these were taken up for manufacture by HEC and 
that similar cars were also not proposed to be imported in future without 
considering the possibility of utilising those already manufactured by the 
HEC. In a written reply the Mini~try have furnished the following infor­
mation : 

"The charging box cars were produced hy HEC in ] 965-66 iQ con­
sultation with -the Steel Plants and the work was token up mainly with 
a view to providipg load to the shops. All the eharging box cars have 
been sold recentlv to the Bhil!ti Steel Plant @ Rs. 90,000/- each. 1t 
will be seen that HEC realised a sum of Rs. 18 lakhs in the transaction 
as against the totul cost of Rs. to. 79 Jakhs. 

It has been ascertained from the office of Director General of Techni­
cal Devcloomentthat no import of charging box cars has been allowed 
in the recent pasl." 
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(iii) Manufacture of Type HMB-DR-15 Water Well Drilling Rigs 

6.182. In June, ] 966, the manufacture of ] 2 rigs was taken up cvcn 
though there was no ~!rder in hand and the following purchases were made;-

(i) Drilling p.ipes. tools and accessories during July and AUiUSt. 
1968 for which <.\ payment of Rs. 27.95 lakhs has been made 
so far. The entire quantity of these articles is still (November, 
1969) lying in the stores. 

(ii) 12 nos. trailors during February, 1968 to March. 1969 for 
whieh a payment of Rs. 3.75 lakhs has been made so far. 
Eleven trailors are still lying in the stores and the one issued to 
works is in the shop. 

(iii) 2.704 M. tons of castings valued at Rs. 8,112 have been pro­
cured from Foundry Forge Plant and issued to the shop. An-
other quantity of 7.055 M. tons is still to be supplied/by Foundry 
Forge Plant. 

(iv) Equipment valued at Rs. 1.64 lakhs, CIF Calcutta, imported 
from USSR. and received during the period from November. 
1968 to May, 1969 are lying in the stores. 

6.183. During evidence the Committee enquired as to why the rigs had 
been manufacture.d. The witness replied "to utilise our capacity." Subse­
quently, in a written reply the Committee have been informed that "firm 
orders fOr 9 Nos. DR-IS rigs have been received. Due to delay in deliveries, 
o!"dt:rs for 7 Nos. have been capcelled. 

The firm order is for 2 Nos. out of which one has since been supplied." 

6.184. Although dt!livery of rigs as per revised delivery programme was 
expected to start in August. 1969, practically no ma,nufacturing work lulS. 

been started (June, 1969) in spite of the fact that all the necessary tools, 
components and accessories have already been procured and arc lying ill 
the stores. In this regard, the management have stated that "there has been 
serious delay in the manufacture of this model of rigs. The castings of 
Mud Pump had been procured from the trade. At the tinal stage of testing, 
the castings did n9t withstand the requircd pressure and had to be rejected. 
Mud Pumps have been ordered or an indigenous supplier and here a~dill 
there are delays in supplies. Steps have been taken to make castings in 
FFP as well." 

6.185. The. Commitee asked as to how the delivery schedule was accepted 
whcn the Company was unable to undertake the regular manufacture or 
these rigs long after the expiry of the delivery dutes. The management have 
,;tatOO that "delay is now mainly on account of failure of Mud Pump at final 
~tage.'· 

6.186. It is seen that the price of Rs. 6 lakhs per rig was accepted by the 
Company even tho!lJ!:h it was below the landed cost (Rs. 6.41 lakhs). The 
Commi~ wanted to know the basis on which the price of Re;. 6 lakhs was 
accepted by the cOmpany and how this price compared with the cost of 
production. In r~lv it has been stated "The priee of Rs. 6 lakhs was fixed 

-According to local vcrifil.:ation by Audit the J'c.prc~cntativc of HrC was prescol 
when the price was fixed. 



83 

by the Ministry of Food and Agriculture in 1967*. Cost of production 
has not been work~d out." During evidence the Committee enquired as 
to bow the price of the rigs was fixed and what was the basis of the cost. 
Jo reply the witness stated :-

"It is an imported item. If we arc monopolists, we try to get our 
costs which are very Qigh. But if we are not monopolists, there arc 
other manufacturers, we have to bring it down as low as We can bring 
to meet the market conditions. Wherever, we arc monopolists, our costs 
are so hiih th~t the other man starts complaining." 

(iv) Manuj(u:ture 0/ Type US. B-3 A.M. Rigs 
6.187. A work order for the manufacture of 20 rigs was taken up and 

an agr.sement dated 29-12-1967 was entered into for the import of 285.300 
M. tons of completing parts, tools and spare parts at a cost of Rs. 41.45 lakhs 
C.I.F. Calcutta, on deferred payment basis. Out of 266.560 M. tons of 
components valu~g at Rs. 43.95 lakhs (including &s. 5.22 lalcbs as interest) 
received so far, a q1.UJntity of 8.808 M. tons bas been issued to works and 
a sum of Rs. 9.~8 lakhs (including Rs. 90,480 as interest) has been paid 
up to November, 196.9. Orders for 7 rigs only, to be supplied durillg July/ 
August. 1969 and March. 1970. have been received but only 3 rigs (two in 
complete form and t.be third partly) have heen supplied so far (December, 
1969). 

6.188. The Committee enquired as to what was the latest position re­
~arding orders for these types of rigs and what were the prospects of gettin.g 
further orders for tl1~ remaining rigs. In a written reply, it was stated that 
"all the ri1!s presently under manufacture are covered by firm orders." 
Asked about the loss incurred/profit made on the type U.R. B-3 AM Rigs. 
the management have stated : 

"The net loss in the manufacture of first. tcn rigs is Rs. 17.865 lakhs. 
Manufacturing cost upto shop level and partly the general overheads to 
the extent of Rs. 7 lakhs are covered by sale value. Loss relates to part 
of gelleral overheads." 

(v) Manllfacture of 3-D Type Drillillg Rigs for O.N.G.C. 

6.189. The Audit Report ~Comtncrcial) 19?0 P~rt VIII has .commente~ 
upon the delay in supply of ngs by Heavy EnglOeermg Corpora,holl, Ranchl 
as follows :-

"An order for the purchase of 3 complete 3-D type drilling rigs was 
placed on Mis. Heavy Engineerinl! Corporation Ltd. Ranchi vide con­
tract No. ONGC/HEC/3-D dated 26th October, 1967 at a total cost of 
RI>. 1 01 09246 and a total payment of Rs. 44,85.030.82 has so far 
(Janu~ry: 197(») been made by the Commission. A!though the rigs ':""TC 
to be received before· tbe end of 1967 none of these rIgs has been receIved 
in complete form so far (January 1970). It may be me.lltionc.d tha!. the 
contract Qoes not include any penalty clause for delay 10 delivery. 

6.190. Ouring evidence of. the representatives of ONGC the Committee 
were informed that HEC had supplied one rig. but it had not been put to 
usc. as some of the components wera still awaited. 
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6.191. The Committee regret to note tbat tile lIIIIIIIIfaeture of 20 charging 
box cars, 12 Nos. HMB·DR·lS water drilling rigs and 20 Nos. {JR. B·3 AM 
rigs was taken up without any specific orders in band ad without any precise 
estimate of cost thereof, and drilliDJ,t pipes, tools ..... imported equiplltents 
worth several lakhs of rupees were purchased and they were all remaining 
idle. The production of these items was taken up merely '"with a view to 
give SOIIle loadiag to ,the shDpl" and ill ,erder Ito atltise ,tire capacitv of the 
Plant wbich undoubtedly im'u1ved "cOillmercial risks." • 

6.192. Even when orders for S Nos. DR-IS.1lip ad 7 Nos. UK D.3 
AM Rigs were received, their manufacture was not started. Tbe Committee 
further note that the Corporation reaivetl an order for supply of 3 complete 
3-D type drilling rigs from ONGC. Although tbe rigs were to be supplied 
,by the end ef 1967, HiIC 'had supplied 80 ,far .only 'GDe rig ,to -ONGC and 
that ,too could not be put to use as SOJOe of the compo .... were stilUo!he 
supplied. The Management have admitted &bat tbece _beeD serious delay 
in the manufacture of rip. 

6~193. The 'Committee stress that the Corporadon sbonld not take Qp 
.. nufadure of Items without any accurate assessment of demand and exi~ 
!IOUI'ftS ef supply or firm order. 11te c'IeIay in the swtY of ~UlcbiDery and 
equipment as compared to delivery schedule is reprehensible as It drives away 
potential costomers. 

6.194. The C~mmitlee further deplore that although the cost of produc. 
tion of DR.IS.~s has not been worked out so far, tbe price of Rs. 6 lakhs 
pel' rig was fixed in 1967 even though the lauded cost was Rs. 6.41 lahks. 
The net loss in the manufadure of first ten. UR B-3 AM rigs was Rs. 17.86S 
I.kh..... The Committee would like Hea"Y E~ Corporation to work 
out jnvar~bly eosts before &gI'eei~ to sale price 50 that the ManaJ;ement 
know full financial itnplicationtll of execution of an order. 

(vi' IHmlll!acfure of Derrick Mast 

6.145. In order to facilitate erection of Electrical Overhead Travelling 
crane:; in the, Heavy Machine Building Plant, the Company took up in 1962 
the manufacture of olle 100 ton Derrick Mast. After about half the work had 
beell done, it was realised that the E.O.T. cranes could bc erected with the 
help of other available mobile cranes and the manufacture of the Derrick 
M,\s! was, therefore, suspended. 

6.106. The Committee enquired whether manufacture of Derrick Ma,st 
wa~ initially taken up without proper examination of its necessity. In a 
written reply'" it has been stated "the manufacture of Derrick Mast was 
taken up with the intention that this will be utilised in outside erection job 
to be taken up by flEe". It has been further stated that "It was expected 
that HEe would undertake turn-key job~ where the Derrick could be 
utilised for erection at site. Since then no turn-key jobs, where Derrick 
could be utilised, have been undertaken." 

6.197. The manl'f:lctme of Derrick Mast was resumed in September. 
1904 when the Rourkcla Steel Plant expre~sed its desire to purchase it and 
was completed at a cost of Rs_ 1.17 lakhs. The Derrick Mast was not, 

·According \() lo,-al \ C'1'ilk:ttiol1 dOIll! hy Audit tll" D:rrick Mast wa~ manuf:lclmcd 
t,) facilitate the erection of FOT Crane in HMBP vide Dv, Oencr:11 Manager Production 
(HMBP) letter dated 1 4·4·6~ and Controller of Finance (HQ) letter dated 5·12-68. 
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however, sold to the Rourkela Steel Plant as it was expected to be utilised 
in future, but was lent on hire on 9-4-1965 without settling the terms and 
conditions therefor. 

6.198. In September, 1966, the Rourkela Steel Plant agreed to pay the 
hire charges at Rs. 7000 J'Cr month from 17-12-1965 (the date by which 
the detailed erection draWings were made available to it) as against 
Rs. 8000 per month from 9-4-1965 demanded by the Company. The 
Company agreed to the above terms. Failure to supply the detailed erec­
tion drawings along with the Derrick Mast and to settle the terms of. hire 
initially, has resulted in short recovery of hire charges to the extent of 
Rs. 57,513. 

6.199. The Derrick Mast was received back from the Rourke]a Steel 
Plant on 3-9-1966 and has been lying in dismantled condition, along With 
accessories, in stores since then. 

6.200. The Management have stated (January, 1970) that the matter 
i& being taken up again with Rourkela Steel Plant for the payment of hire 
oharges from 9-4-]965, i.e. the date on which Derrick Mast was supplied 
to them. 

6.201. The Committee< enquired whether Derrick Mast was lent 011 hire 
to Rourkela Steel ,Plant without first settling the terms and conditions. In 
a written reply it ha. .. been stated that ··the terms of payment were settled 
with Rourkela Steel Plant. Dispute with Rourkela Steel Plant relates only 
to the period for which hire charges are to be paid as they could pot utilise 
the Derrick immediately on receipt for want of detai~d drawing sets." 

6.202. The Committee asked as to whether it was not confirmed from 
th~ Rourkela Steel Plant that they would be in a position to operate the 
machines with drawings given to them in the first instance 011 6-1-1965. 
In rcply it has been statcd that 'The general view drawings were supplied 
on 6-1-1965 and Derrick was supplied on 9-4-1965. It wru; expected that 
Rourke1a Steel Plant would he ahle to utilise the Derrick with the help of 
general view drawings given to them." 

6.203. Asked about the latest position regarding the payment of hire 
charges by the Rourkela Steel Plant. the' Management stated that "the matter 
has been closed after settling the issue with Rourkela Steel Plant and obtain­
ing payment for hire for the period from 17-12-1965 to 3-91966." 

6.104. The CODUAittee uaret to note, thlat tile ,CMporation proceeded 
"ith the manufacture of 100 Ton Derrick Mast without proper examination 
of its .~ssity. TbeDerriek MotIt which was completed a. a cost of 
Rs. 1.17 lakhs was aot sold to Ihe Rourkela Steel Plant on the plea that it 
wOllld be utilised in die ,Plant itself. 'But actually the Mast W35 ,"It ufRilied 
"nd lent on ·lIire to R,luic.ela SkeI Plant withollt'settli:tl! thetenns and oondl­
lions therefor. Faihtre to ..,.,tv. the detailed drawl~s alOllg with the Derrick 
Mast and to settle the terms of hire initiall" resulted in short recoverv of hire 
cha~s tothc exteRt of Rs.57,513. The Derrick 'Mast has been 'binr in 
dismaRtled cnndition atong with 8C:ce:llsories in stores since 3·9·1966. The 
Committee *precate that no efforts have been made to utilise the Derrick 
Mast which W85 m8 .. utamlred at a considerable eMf. The Commiffee 
recommend· that die care, reglU'diDJr URwaRted manufacture of Derrick Mast 
should be Inns"l ted. ~ ... ~t should take appropriate ~feps so 
that such lapses ., not NCllr. 
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'( vii) Licensing agreemem for COlltilllWI/S casting macizine 

6.205. In September, ] 966, the Company entered into an agreem..::nl 
with Mis. Licensintorg of USSR for obtaining licence, technical know-how 
and documentation for the manufacture of vertical type continuous casting 
machine. The Agreement which was approved by Government on 
21- ) 2-1966 provided for the following payments :-

li) Lumpsum initial payment of US $ 100,000 (or Rs. 750,OnO) 
within 95 days after signing the Agreement. 

(ii) 5 per cent of the cost of cach machine built by the Company. 

(iii) Royalties on each machine sold-US $ 0.20 l twcnty cent~) 
per ton of carbon stecl and US $ 0.45 (forty-five ccnts) pcr 
ton of alloy steel proceeding from the annual capacity of the 
installation. 

6.206. A sum of Rs. 7.5 lakhs w.tS paid by the Company on 6-2-1967. 

6.207. At the time of entering into the agreement the Company did not 
have any order in hand for these machines nor was any market survey made 
,to ascertain the demand. In August, 1967, it was found that th~ d~malld 
was not vertical type but for curve-m~uld type (radial type) casting machine 
'IS the latter required less investment. Consequently an amendment to the 
original contract was made in May, 1970 for acquiring licence rights and 
technical know-how from the same firm for the radial type continuous cast­
ing machine on the following terms :-

(i) Initial payment of US $ 75,000. 
(ii) Royalties in respect of each machine @ US $ 0.20 per ton of 

carbon steel and US $ 0.45 per ton of alloy steel, proceeding 
from their annual capacities. 

(iii) The royalty will be paid only once. 

6.208 As the Company has not been able to secure any order for the 
vertical type machine so far (May, 1970) the expenditure of Rs. 7.5 lakhs 
appears to have been locked up. In rcply to this para, the Management 
informed that "eve'n in 1965-66 n number of enquiries had been received 
from the entrepreneurs within the country for the supply of continuous 
casting equipments. Bhilai> Rourkela and Tatu Steel Plants had envisaged 
the provision of continuous casting installation in their expansion schcmc"." 

6.209. The Committee enquired whether these enquiries were for verti­
cal continuous casting machines. They further enquired whether conti­
nuous casting instaUations in the expansion programmes of the Steel Plants 
were for vertical type of JIlachines and, if not, how the finalisation of the 
licensing agreement for vertical type of continuous machines was justified. 

6.210. In a written reply the Management have stated that "Enquiries 
did not specify the type of continuous casting machine and were directed 
to meet the particular requirements of the products. As some grades of 
steels are better cast on vertical type of continuous casting machines (stain­
less steel, heat resistant steels, high alloy steels, transformer steel) and also 
that the less operational skill is required to operate them, it was decided 
:10 obtain the manufacturing know-how for these machines to start with. 
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6.211. Again the type of continuous casting installations in the expan­
sion programmes had ·not been finally decided upon by that time. The pro­
grammes were only upto concept or feasibility considerations stage. How­
ever, from the informal indications it was gathered that vertical type of 
machines could as well fit in the requirements drawn." 

6.212. The Committee enquired whether it was not the usual.practice 
to make a market survey before undertaking the manufacture of any product 
and why such a course was not adopted in this case. In reply it has been 
stated as follows :-

"It is agreed in principle that the usual practice is to make a market 
survey before undertaking the manufacture of new product. But in case 
of either innovations or development in process technology or manufactur­
ing technology, it is generally practised that the same are opted and acted 
upon. As the continuous casting is a new technique in shaping the steel 
technology and has firmly established itself in the world iron and steel indus­
try, as an alternate to the conventional ~ystem of blooming mills the same 
was not done. In this connection it may be noted that Japan Steel Indus­
try also went in for the licence for manufacturing vertical type of continuous 
casting machines from Soviet Union in 1966 and already a few installations 
are in operation in Japan." 

6.213. The Jnanagement stated that they expected that there would be 
demand for both the types of machines. The Committee enquired as to 
what was the basis for this expectation. They asked whether any order 
had been received for any of the two types of machines. The management 
have furnished the following information :-

''The basis was the potential of industrialisation existing in the country. 
With the growth of the Indian industrialisation, the' demand of various special 
grade stcel products will also grow. This will demand the installation not only 
of both the types, but perhaps of other types such as horizontal type which 
are under development or experimental stage. 

QUotations have been sent so far to 48 parties including one for Mis. 
Amrit Banaspati Co. who first wanted radial type but latcr have decided 
for vcrtical type installation. No order has been finalised so far." 

6.214. The Committee ..ewel to note that die COrp6ration decidcd to 
manlll'acture vertical type continuous 6lsti~ machines without any order in 
hand a"d without making any market survey to ascertain its demand. The 
Committee also notf> that the manilfacture of this item was taken up when 
the expansion programme had not been finally decided upon and the pro­
gramme had reached only conceptual or feasibility consideration "ta~e. It 
is quite surprisi~ that no order for any tvpe of machine'IMs been ftnalilicd 
so far. The contra"t entered into with a foreign finn for obtaining technical 
know-how and documentation etc. had to be ame"ded so; It was decide.d later 
to manufacture only radial type continuous casting machine. Initial exp!!n­
dilure of Rs. 7.S lakhs incurred for the vertical type of mIdline thu'i proved 
to be infructuous. '. 

6.215. All the cases discussed under the headillJ! ~Defective Produclion 
Plannin~' indicate that the Corporation decided to undertake the manufacture 
of some of· the major items without any proper plannin9. The ill_planned 
production has resulted in considerable loss to the Corporafion. nle 

7-15SL5S/72 
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Committee view with OODCem the lack of planning and undue haste in taking 
up manafaeture operations and siDldng large amountll without a IJI'OlK'r market 
survey of potential customers, resulting in blocked capital and losses to the 
Corporation. 

6.216. The Committee recommend that all such cases where manufacture 
of items bad beea taken up In anticipation of orden or grossly in excess of 
orders in hand, should be carefuU~ investigated, and respoDSibillty fixed. 
The Committee ~ that Government should also issue suitable guidelines 
so .s to avoid such lapses in future. 

(viii) Consultancy' Arrangements for Bailadila Project 

6.217. In a joint meeting of the Company, the Mining and Allied 
Machinery Corporation Limited and a foreign firm held on 18-7-1967, it 
was decided that the Company should take up the supply of items like 
Apron Feeders, Primary and Secondary Crushers, Heavy Reduction Gears 
and Grizzley for a new iron ore mine at Bailadila. In a meeting of the 
National Mineral Development Corporation Limited and the Company held 
in September, 1967 it was decided that the Company should take up the 
job on turn-key basis. Accordingly, the Company entered into a consul­
tancy agreement with a foreign firm under which a payment of Rs. 5 lakhs 
was to be made for the first phase of the agreement which covered the work 
up to the quotation level. The payment was made on 6-2-1968 and 
27-3-1968. 

6.218. However, at an Inter-Ministerial meeting held on 21-2-1969 it 
was decided that the responsibility of the Company would be confined to 
the supply of equipment and the overall responsibility for exeCution of the 
project Including civil engineering works and arranging of consultancy would 
be assumed by the National Mineral Development Corporation Ltd. As a 
result, a revised quotation for the supply of equipment only was submitted 
by the Company on 12-3-1969 on the basis of which a letter of intent was 
placed by the National Mineral Development Corporation Limited on the 
same date. 

6.219. Although the National Mineral Development Corporation Ltd. 
was requested by the Company on 1-4-1969 to reimburse the amount of 
Rs. 7 lakhs lRs. 5 laths .. paid to the foreign firm and Rs. 2 laths incurred 
internally) in exchange of the valuable data collected before submitting the 
quotation, no reply has been received so far (July, 1970). 

6.220. The Committee enquired from the Ministry as to what were the 
reasons for confining the responsibility of the Company only to supply . of 
equipment when in September, 1967 the Company and the N.M.D.C. Ltd. 
agreed to do the job on turn-key basis. 

6.221. The Committee further enquired whether the fact that the ~m­
pany had already entered into consultancy agreement was duly taken IDto 
consideration before taking the decision to submit revised quotation for the 
supply of equipment only. In a written reply the Ministry have furnished 
the following information :-

"HEC submitted a tender in 1968 with the assistance of MIs. Hewitt 
Robins of USA for taking up the Bailadila Project on a tum-key basis. 
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In the subsequent negotiations which continued over many months, the 
turn-key picture get extremely blurred, largely because the NMDC felt 
that the HEC's costs were on the high side. One of the points on which 
there was considerable discussion was regarding civil construction and 
ultimately the NMDC took the line that it would be cheaper for them 
to take over civil construction directly instead of entrusting this to the 
HEC. The extact scope of the civil construction work was not, how­
ever, spelt out in any detail between the two Corporations. After the 
investment decision on the project was taken, a broad letter of intent 
was issued to HEC indicating the time schedule within which the project 
should be completed. It was at this stage that detailed discussions were 
necessary between the two Corporations as to the exact scope of work 
of the HEC. Unfortunately, despite the fact that two or three meetings 
were held between the Corporations, no understanding was possible ~n~ 
in fact serious difference of opinion developed in respect of the clvil 
works relating to the installations which HEc were supposed to com­
plete within the stipulated time s~edule. From the HBC side, it was 
emphasised that unless the civil works relating to the mechanical installa­
tions were also entrusted to the HEC, it would not be possible for them 

" to assume overall responsibility either for the project or for its time 
schedule of completion. -- --

The view point of the NMDC was that their entire planning had 
been on the basis that they would do all the civil works including civil 
works of mechanical installations. The two grounds quoted were, first, 
they had enough civil engineering staff and secondly that the functioning 
two civil engineering organisations in Bailadilla would give rise to 
serious practical difficulties. In any case, they were not willing to pass 
on the civil works for mechanical installation to HEC. 

It was also felt in the Ministry that HEC would be taking on a very 
heavy responsibility if they undertook tbe civil work on the mechanical 
instaUations in addition to manufacture of the equipment itself and that the 
best arrangement from HEe's point of view would be to confine them­
selves to the manufacture and supply of equipment alone. This was 
considered further at an inter-departmental meeting when it was decided 
that HECs responsibility would be confined to the supply of equipment 
for the project and that the overall responsibility for execution of the 
project including civil engineering works and arranging of consultancy 
would be assumed by National Mineral Development Corporation." 

(ix) Consultancy Arrangement for Kiriburu Project 

6.222. On request from the National Mineral Development Corpora­
tion Limited, the Company decided to submit a tender for the work of 
Kiriburu Expansion Project on turn-key basis. Accordingly, a consultancy 
agreement was entered into with a Japanese firm and a letter of intent was 
issued on 11-3-1968 for starting the preliminary work which involved 
preparation of tender documents. A sum of Rs. 2.93 lakhs was paid to the 
firm (Excluding travelling expenses for the specialists amounting to 
Rs. 7.418). 

6.223. The quotation for the work on turn-key basis was sent by the 
Company to the National Mineral Development Corporation Ltd. on 
22-6-1968, but as the latter was not willing to award the work on turn.«:cy 
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basis, it was decided at an inter-Ministerial meeting held on 21-1-1969 and 
22-1-1969 that the Company would be supplying only the equipment. The 
National Mineral Development Corporation Ltd. has sent a letter of intent 
on 25-4-1969 for the supply of equipment but the price has not been 
finalised so far. 

6.224. The Committee desired to know as to how it was preswned that 
the work would be a.warded to the COOlpany on turn-key basis. The 
Managemont have stated as under ;-

"In pursuancc of the discussion between Chairman NMDC and 
Chairman, HEC on 15th September, 1967, Shri S. N. Bilgrami, Otair­
man, NMDC, vide his letter No. PS/12 KBE/67, dated 23rd October, 
1967. addressed to HEC, sent a copy of tender documents in respect 
of the modifications and expansion of Kiriburu ore handling plants. He 
mentioned therein that 'due to special problems of modifying an exist­
ing production unit, requiring more direct and effective supervision and 
coordination by the Corporation it had been considered deSirable to con­
fine the turn-key aspect of this contract to design engineering, supply of 
equipment. supervision of erection and commissioning of the plant, 
excluding installation of the thickners and related slime and water hand­
ling equipment'. Notice inviting tenders was issued to H.E.C. only. 
Accordingly. HEC had submitted a quotation on single tender basis, 
for the above work to NMDC, on 24th June, 1968. From the letter 
of ChairmanjNMDC dated 23rd October, 1967 as referred to above, it 
is clear tbat NMDC wanted HEC to submit its quotation on turn-key 
basis and since HEC was the only party to whom tender papers were 
issued it was obvious at that stage that HEC would have to take up this 
job on turn-key basis." 

The management stated on 13-5-1969 that ; 

" ........ Had it been known earlier that Heavy Engineering Corpo-
ration is to supply only the equipment being manufactured by LIS the 
consultancy services would not have been requiTed and the entire 
expenditure on the consultancy services would not have been incllrred." 

6.225. In January, 1970 the Management further stated that "The 
exp~nditure incurred. . . . . . in preparing the initial plans for these projects 
will have to be considered as fruitful expenditure. HOC should continue 
to incur such expenditure in future also in order to secure orders for sophis­
ticated equipment of this type." 

6.226. The Committee asked as to how the management reconciled the 
two statements. The management furnished the following information: 

"It is only with the intention of taking up tum-key jobs. comprehen­
sive quotations for Bailadila and Kiriburu were prepared. As H.E.C. 
did not have the know-how for such, prolect work the consultants were 
engaged. As stated earlier. had it been known earlier that H.E.C. had 
to supply only the equipment the quotations would have covered only 
the supply of equipment. Only in this context HEC had stated that "had 
it been known earlier that HEC is to supply only the equipment b~ing 
manufactured hy us the consultancy services would not have been 
required and the entire expenditure in the consultancy services would 
not have been incurred." 
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However, because of the action taken by HEC in preparing the whole 
scheme for NMDC, HEC was able to obtain orders for the major equip­
ment both for Bailadila & Kiriburu projects, amounting to *Rs. 4.48 
crores. The major cquipment comprises. gyratory cruslu:rs, cane 
crushers, stackers, l()aders, and reclamers. Because the whole scheme 
was worked out by HEC, it was possible to incorporate its own standard 
equipment and project the scheme around it. If the scheme is worked 
out by any other foreign/Indian consultants, there is every possibility of 
the scheme being developed around the equipment of well established 
manufacturers who were already in the fields since ages." 

6.227. It is seen that the National Mineral Development Corporation 
Ltd. has not agreed so far to reimburse the amount of Rs. 4.23 lakhs as 
requested by the Company. 

6.228. In July. 1970 the Management informed that the NMDC had 
again been asked in February, 1970 to reimburse the total amount of 
Rs. 11.23 lakhs (in respect of consultancy agreements for Bailadila &£ 
Kiriburu Projects). 

6.229. The' Committ~e enquired as to what was the final outcome of 
the matter. The management have stated that: 

"There was no reply from NMDC for the claims made by HEC for 
the reimbursement of amount spent towards the consultancy charges in 
preparation of the turn-key offer for Bailadila and Kiriburu Projects. 
Several times the claim was pressed, the latest being in October, 1970 
by a D.O. Ictter from the then Deputy Chairman to Chairman NMDC 
and the matter is being pursued." 

6.230. The Heavy EngineeriIIR Corporation incurred an expenditure of 
Rs. 11.23 lakhs by way of e~ two foreign consultancy firms to prepare 
quotations for Bailadlla and Kiriburu projects on tum-key basis. The Com­
mittee no!e that ultimately the decision at Government le¥el was that 'he role 
of Heavy Engineerina Corporiltion should be Umited to that of supply of 
equipment and machinery only. While it is true that by preparih2 compre­
bensive schemes for these projec's, Heavy Engineedna Corporation were able 
to secure orders for machinery and equipment to the extent of Rs. 4.48 
crores, tbe Committee feel that if it was Government's intention that the role 
of Heavy ~neeriR« CorporatJoo sbould be limited to that of !>upplv of 
equipment and machinery only, thel'e might have been no need for ellteriR« 
into consultancy agreements with foreign firms at a beavy cost of Rs. 11.23 
lakhs. The Committee would like Government/Heavy EngineerinR Corpo­
ration to learn a lesson &om these in..nces and lay down clear RDidelines 
so that no premature action is taken to ellt8l!e the services of forci~n consul­
tants at heavy cost when in the last a .. lysls their !iiervices are hardll required 
resultina in onfmitful expenditure. 

H. Production perfOl'lD8DCe of rough Machine shop 

(i) Rough Machine Shop 
6.231. The Rough Machine Shop of the Foundry Forge Plant has been 

set up with the object of giving machine finish (in part) to the castings aad 
-As per local verification done by Audit this should be 4 ·38 crorcs (Rs. 2 ·83 

crores for BaiJadila and Rs. 1 ·55 crores for Kiriburu). 
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forgingsproduc:ed in the plant before these are transferred to the Heavy 
Machine Building Plant and Heavy Machine Tools Plant. The Shop was 
SCheduled to be completed (up to 2nd stage) with the commissioning of 
94 basic machines tID two shifts) by October. 1968. The shop started 
functioning from October, 1966. 

6.232. The entire quantity of castings and forgings produced in the 
Foundry Forge Plant does not require rough machining. The following 
table gives the rated capacity of the Foundry Forge Plant for the produc­
tion of castings and forgings (up to 2nd Stage), the quantity requiring 
rough machining according to the Detailed Project Report, the actual pro­
duction of castings and forgings and the quantity actually handled by the 
Rough Machine Shop during the years 1967-68 and 1968-69 :-
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6.233. It will be seen that the Rough Machine Shop handled a quantity· 
of 3603 M. tons during the years 1967-68 and 1968-69 as against the 
quantity of 8423 M. tons required to be handled. The shortfall in the 
quantity of castings and forgings rough machined in the Rough Mach.ine· 
Shop obviously increases the work of machining in Heavy Machine Bulld-· 
in~ Plant and the Heavy Machine Tools Plant. 

6.234. The quantity of castings and forgings produced by Rough Machine 
Shop of FFP in ] 969-70 and 70-7] '<lre given below: 

1969-70 5104 T 
1970-71 7055 T 

6.235. The Committee desired to know the reasons for the Rough~ 
Machine Shop's incapability to handle the required quantity and the reme­
dial measures taken in this regard. 

In a written reply the management have stated as follows :-

"The reason for not handling the required quantity of rough casting 
and forgings are mainly as below : 

(1) 

t2) 
(3) 

Instead of only rough machine castings and forgings fOr which 
the shop is meant; at present most of the orders from outside 
parties are for fully machined items. It has been decided now 
that all such orders will be done through HMBP in future. 
Rough Machine Shop of FFP will do only rough machining. 

All the machines have not been manned SO far. 

As pelT the Protocol between HMBP & FFP, all the alloy steel 
castings and forging of 1 ton and above and iron castings of 3 
tonne and above will be supplied in rough machined condition 
progressively. " 

6.236. The Committee regret to note that only 42 % of the total quantity 
requiring ro.... IIl8chioing could be handled by the Rough Machine Shop 
and that there b considerable shortfall in the .quantity of C88tings and forgings 
rough machined in the Rough Machine Shop. One of the J:8a8ons advanced 
for the inadequacy in handling the required quantity of rough alstings and 
forgings is that all the machines have not been manned so far. lbe Com­
mittee recommend that immediate steps should be taken to JulI" utilise the 
capacity of the Rough Machine Shop so that the Heavy Machine Building 
Plant and the Heavy Machine Tools Plant are not unduly strained for finish­
ina the castings. The Rough Machine Shop should be got manned suitably 
to undertake the rough machining work without delay. 

r. Production Performance of Auxiliary Units 

6.237. Five auxiliary units constructed at the total cost of about Rs. 6 
crores to cater to the needs of the Foundry Forj1;e Plant. Heavy Machine 
Building Plant and the Heavy Machine Tools PIl¥1t were commissioned by 
June, 1966. Due to low level of production in both the Foundry, Forge 
Plant and Heavy Machine Building Plant, all the units are under-utilised as 
indicated below:-



95 

Date of Cost of Plant Cost 
Name of the Commission- Plant &. Brief Particulars &. of 

Unit ing Machinery machinery idle 
in machi-

use ncry 

2 3 4 5 6 

~ .. --------
(Rs. in (Rs. in 

lakhs) lakhs) 

I. Acetylene Plant May 1966 3'54 2 Units with capa- I Unit t ·71 
city of 45m3 per 
hOllreach 

2. Compressor Aug. 1965 46'06 1 Unit of 6OOOm3 per I Unit of 28 ·34 
HOtlse hour. 2 units of 1O.000ml 

IO,OOOml per hour per 
each. hour. 

3. Oxygen Plant 18-2-1965 66 '47 2 Units of 50m3 per I Unit of 
houreach.2 unilsof 120m3 

120m3 per hour each per 
hour. 

43'0t 

4. Gas Producer 
Plant 

23-6-66 411 ·70 22 Units of equal 6 Units 
(including cost capacity 

299 -42 

• of building) 

5. Boiler House June. 1966 61 ·33 3 Units of equal 1 Unit 40 '89 
(includins cost capacity 

of buildins) 

58!HO 413'43 

6.238. The Committee enquired as to what was the extent of under­
utilisation and the value of idle machinery during 1969-70 and 1970-71 and 
the reasons therefor. In a written reply the management have furnished 
the following information :-

"The service facilities in Auxiliary units have been provided for fun 
production capacity. Unless full production capacity is established 
some service capacity will remain idle. 

It is not possible to create the service facilities in a phased ma!lncr. 

Extent of utilisation and value of idle machinery during 1969-7() 
and 1970-71 are shown below : 



Plant 

Acetylene Plant 

Compressor House .. 

Oltyg~n Plant 

Gas Producer Plant 

Boiler Houso 
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Extent of utilisation 
,----"-----. 
1969-70 1970-71 

15% 15% 

60 to 70% 60 to 70% 

85 to 90% 85 to 90% 

75% 75% 

M% 65% 
of one boiler 

Value of 
idle 

machinery 

40·89 

Remarks 

Though there are 2 
units one unit is re-
Quired to run at a 
time while the olher 
unit is to be cleaned. 

2 units are working and 
·one unit is for stand-
by or to be under 
planned maintenance. 

3 Units are workint and 
·one is for siand- y or 

planned maintenance. 

Although 22 units are 
installed. not more 
than 14 wor)( at a 
time. In" 1969-70, ]2 
units used to work 
and in 1970-71. 14 
units were working. 

At the demand for steam 
is less at present, only 
one unit out of 3 is 
working." 

·A~ p~r 10w.1I v~rification done by Audit the Technical Report based on DPR does not 
indicate thlt on: unit is for stand by or to remain under Planned maintenance . 

•• According to local verification done by Audit 22 units were to be installed in two 
rows of which only two were to b~ kept in reserve. 

total cost of. about Rs. 6 crores to cater to the needs of the three plants of 
H.E.C. remained under-utilised due to low level of production in the ~'oundry 
Forge Plant and Heavy. Machine BuDding Plant. Acetylene Plant could be 
utilised only to tbee.lwnt of. 15.% . during 1969-70 and. 1970-71. 1be 
Committee find that the service facilities in Auxiliary units have .now been 
provided for full production c:Bpacity. De Committee express die bope that 
with the increase in production in the three piants of H.E.C. the production 
capacity of the auxiliary units would also be fully utDised. 

J. Non-utilisation of surplus capacity of Oxygen Piant 

6.240. On 8th Augus~ 1968, and 22nd November, 1968, the Company 
entered into two contracts for the sale of a minimum of 3,000ms and 5,OOOmIl 
of oxygen per month respectively @ Rs. 91 per 100m3 against which a total 
quantity of 89,634mB of oxygen was sold upto May, 1969. More quantity 
could not be sold due to limited capacity of filling cylinders existing in the 
Plant. A proposal (March, 1969) by the Chief Engineer (Power), Foundry 
Forge Plant to increase the filling capacity by 1,200m3 per day or 36,OOOm3 
per month at an estimated capital cost of Rs. 2.05 lakhs is still under con­
sideration of the Management (January 1970). As the variable cost of 
producing oxygen gas in the/I ant is practically nil, the Company could carn 
extra revenue of Rs. 32,76 per month if filling capacities were increased 
immediately on entering into sale agreements. 
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6.241. The Management have stated (January, 1970) as follows:-
"The proposal for installing another compressor is pending ..... . 
. . . . . . because, firstly the market for such selling of. bottled oxy~en 
is to be developed, secondly volume of oxygen required for lanCIng, 
oxygen in steel melting shop will have to be ascertained after the 
proposal for the process is finalised." 

6.242. As regards the development of markl!t for bottled oxygen, it will 
:,be seen from the facts mentioned above that the actual sale of bottled 
,oxy.!!en has been more than the contracted quantity. 

6.243. In a written reply the Committee were informed that the figure 
Of Rs. 32,762 relates to the year 1968-69. From 1969-70 the sales have 
increased by Rs. 19,040 per month on account of selling surplus oxygen 
,to ancillary industries and Asiatic oxygen and industrial Gas Ltd. The 
Management have stated that "in order to increase the full capacity, further 
actiOn bas been taken by asking for quotations for bottling compressor. In 
this respect quotations have already been received. Further processing is 
under way." 

6.244. The Committee regret to oote that due to the delay in finallWion 
of the proposal for installing another compressor in the oxygen Plant aod 
thereby increasing its filling capacity tbe Corporation could Dot earn a 
revenue of Rli. 3%,760 per month in 1968·69 and Rs; 13,722 per month 
in the year 1969.70. The ob,iective of the Committee in mentioning this 
instance is to impress that the Corporation should not lose any oPlJortunity 
to increase its revenue and cut down losses. 

K. Consumplion of Raw Materials 

6.245. The Committee enquired as to what steps had been taken by 
tbe Corporation during the last three years to keep a strict watch over con­
.sumption of raw materials an':! 'whether norms of consumption had been 
fixed on a scientific basis. They enquired wh~thcr there was any method 
to work out the' cost of excess consumption and what was the extent of such 
excess during the last three years. In a written reply the management have 
furnished the followin~ iflformation . in respect of the three plants: 

Foilndry FOrge Project 
6.246. The consumption of ma'jor raw materials is being compared with 

the DPR norms. The position for the last three vears is shown below: 
Consumption per metric ton 

As per 
DPR 1967·68 1968·69 1969·70 197()"71 

2 3 4 5 
G. 1. Folllldr)' 

Pig Iron (aU types) .. 0'62 0·64 0·64 0'63 0·90 
S::rao (Ste=I, roll and ingot 

mJul:i) 0·42 0·40 0·30 0·30 0'30 

Won·/en'OIIs Foundry 
For all charging material 1 ·50 
Fire refinecl copper .. 0·58 0'58 0'55 0·S5 
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2 3 4 5 
------- ----------- ... _-----". 

Elcc. copper 

Zinc 
Lead 

Steel Foundry 
Steel Scrap 

Ferro alloys .. 

H.M.T.P. 

J ·24 

0·03 

0'30 
0·18 
0-01 

1 ·23 
0·04 

0'13 0·10 0·20 

0'12 0·\0 0·98 
0·01 0·01 0·20 

1·20 1 ·20 1 ·20 
0·03 0·03 0·23 

6.247. As the issue of raw materials for production purposes is autho­
rised by the Production Planning Department according to the exact require­
ments, the question of excess issue of material does not arise. The size and 
quantity of material fOr each individual part/component is worked out and' 
indicated in the production and material issue documents. 

6.248. There is no scope for excess consumption of material excepting 
replacement against rejection, the consumption of material can always be 
compared with the bill of material made before the starting of production. 

H.M.B.P. 

6.249. Bill of materials sets the guide lines for issue of materials. As 
per the procedure and quantity in excess of the limit card has to be approved 
by competent authority. Since the production is of diverse nature, actual 
consumption per tonne production will not repre->cnt true picture. 

6.250. Consumption of material is controlled according to bill of 
materials. 

6.251. There are three Steel Fabrication Shops in the Heavy Machine 
Building Plant. Two of them went into production in 1964 and the third 
in 1966. Issues of raw materials are made taking into account the volume 
of scrap likely to arise in the manufacturing proce~s. The Detailed Project 
Report fixed a norm of 22-2 t per cent. for scrap in equipment structurals. 
Generally scrap of 3 per cent. is allowed to the sub-contractors for fabrica­
tion of light and building structurals. No norm has, however, been fixed 
afte.r taking into account the changed product-mix (equipment and building 
structurals). The actual percentage of scrap to output during 1967-68 and 
1968-69 was as follows :-

S. S. Shop I S. S. Shop II New Steel Fabrication 
Shop ._--- ------- - ------- - ._-----.. 

29'\ 34·0 8·4 

6.252. The Committee enquired whether the break up of production into' 
heavy equipment structurals and light structurals was available. If so, 
what wa,s the percentage of scrap to output separately for the two types of 
structurals and how it compared with the percentage allowed to sub-con­
tractors for light structurals and that mentioned in the Detailed Project Report 
for heavy equipment structurals. They further desired to know the per­
centa~ of scrap to the output during 1969-70, separately for the two types. 
of structurals. 
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6.25'3. In a written reply the management have stated 88 follows :­

"Structurals are classified into two categories (i) Blast Furnace 
Structurals and (ii) BuHding Structurals. Equipment structur~ls are 
treated as part of equipment and not as structurals. Accordtng to 
DPR tht: proportion of output to input is in the ratio 1 : 1.22 for 
structurals. 

Actual percentage of scrap for structurals is as under : 

*1969-70 19.6% 
*1970-71 14.2% 

6.254. The Management have stated (January, 1970) that the cutting 
.charts have been introdUCed to exercise control over the utilisation of raw 
:materials. 

6.255. The Committee enquired whether the reasons for Vllriation be­
:tween the actual scrap percentage and the expected percentage were analysed 
and remedial measures taken to eheck the excess scrap arising, if any. The 
Management have stated that "Periodical review is made of the scrap acc.rued 
in production and the actual is compared with the percentage indicated in 
'D.P.R. for taking remedial measures." 

6.256. Scrap arising in the Heavy Machine Building Plant is sent back 
to the Foundry For~e Plant for remelting. Althoueh the issues made to tbe 
Foundry Forge Plant for re-melting are weighed the.re and necessary char­
lans therefor prepared at the time of issue, n:1 record is maintained at the 
point the scrap arises. 

6.257. In the absence of such records, the Committee enquired, as to 
how it was ensur~d that the total arising of scrap had been actually utilised. 

In reply it has been stated that the "scrap accrued in production is 
collected from each shop and it is supplied to FFP. Shopwis! quantity 
records are maintained for the scrap collected and supplied to F.F.P." 

6.258. The Committee find that the Detailed Project Report fixed a norm 
of 22-21 percent for scrap in equipment structurals. The manaarment have, 
bowever, not fixed norms fur scrap arisings, takillR into 8c:tOunt tbe chan~ed 
product-mix (equipment and kiidinR Strllcfurals). 

6.259. ne Committee recommend tbat in the light of experience ~athet'ed 
'So far, tbe Corporation mav fix norms for scrap arisinas kecpinJ{ in view 
the changed product-mix. The Committee would also stress the need for 
contemporaneous watch bei~ kept on scrap arisings so that remedial action 
can be taken without any loss of time whenever there is any variation as 
'Compared to thenorm~ laid down. 

·Pcrcentage as per local verification done by Audit ~hould be :-

1969.70 

1970-71 

SFW SS Shop I & II 
4'\ % 
9·3% 

\9·4 ~~ 

17'4% 
No separate records of scrap of the two categories of heavy and light structurals 

<lrc nl!\intained by the Corporation. 
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ne COIIIIIIittee hst tbIt Corporation would maintain 5~: 
lot' scrap arIsIaa in respect of blast furnace structurals and strIK-
turaIs 50 81 to compare the actual scrap BIi*Ig witIl DOI'IIIS • • dI& 
Detailed Project Report fixed by the Corporation on the basis of i1B 
experience. 

L. Rejections 

(i) Foundry Forge Plant 
6.260. The following table indicates the percentage of rejected quantIty 

to the quantity inspected for the Items ,produced in the Foundries and the 
Forge Shop of the Foundry Forge Plant. (The detailed statements givJUg 
the quantity inspected, quantity rejected etc. arc given in Appendix IV). 

Item 

(I) F. F. P. 
Grey Iron Foundry 

(I) Shaped Castings 

(ij) Ingot Moulds 

(Iii) G. I. Rolls .• 

Non-ferrous Foundry 
(1) Copper Castinas 

(2) Aluminium Castings 

Steel Foundry 
(1) Steel Castings 

Year 

2 

1964-65 
1965·66 
1966-67 
1967·68 
1968·69 
1969·70 
1970-71 
1966-67 
1967·68 
1968·69 
1969·70 
1970-71 
1965·66 
1966-67 
1967·68 
1968·69 
1%9-70 
1970-71 

1964-65 
1965·66 
1966-67 
1967·68 
1968·69 
1969·70 
1970-71 
1964-65 
1965-66 
1966-67 
1967·68 
1968·69 
1969·70 
197()'71 

1966-67 
1967-68 
1968·69 
1969-70 
1970-71 

Percentage of rejected 
quantity to the quantity 

inspected 

3 

5·69 
10·75 
8·91 
7·72 

13·00 
15 '06 
15 ·44 
20'53 
12·27 
2·09 
2'56 
1 ·2 

3·27 
29 ·50 
19·24 
29'17 
9·79 

36·46 

4·27 
4·20 
7·26 
8·96 
7·38 

16'00 
13 ·14 
2062 
3040 
2'S7 
5·20 
4·87 
3·66 
2·36 

2046 
1 ·69 
2·69 
4·91 
7 ·18 
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(2) Steel Rolls .. 

(3) Steel Inlots .. 

(4) Forge Shop .. 

2 

1968-69 
1969-70 
1970-71 

1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

1966-67 
1967-68 
1968-69 
1969-70 
1970-71 

3 

67·37 
19'52 
13 '19 

3'73 
5·52 
3·79 
4·68 

0·19 
4'26 
1 ·79 
3·55 
8·27 

6.~61. The quantities of molten metal and production and subsequent 
inspection stages are ingicated in the following tal>le :-

(Figures in M. tofU) 

Year Liquid Production Qty. in- Good Rejection 
Metal speeled 

Grey Iron Foundry 
1967-68 · . 8214·243 6695·019 6039·125 5409·815 629·310 
1968-69 · . 10253'207 8648·797 8250'642 7177·249 1073'393 

Non-ferrous Foundry 
1967-68 · . 109 ·871 69·934 77'253 70'592 6'661 
1968-69 · . 106·434 63'067 64·290 59·797 4'493 

Steel Foundry 
1966-67 · . 1513'829 1228·997 270 '819 265'579 5'240 
1967-68 · . 4988'127 3665'165 2554·489 2486·767 67'722 
1968-69 .. 10620'558 8138'343 6583 ·010 6260 '370 322 '640 

-(Figures in respect of earlier years were not available). 

The Detailed Project Report prescribed limits of 6.41 per cent., 0.12 
per cent. and 5.92 per cent. for rejections of shaped castinp, Ingot moulds 
and O. I. Rolls respectively in the Grey Iron Fowulry. Accordingly, the 
quantity of rejections should have been limited to 1,113,193 M. tons, as 
indicated below :-

(Figures in M. tOfU) 

Quantity Normal rejectiol18 Actual .EMeIS 
iriapected ... 1 rejections rejec:tioDB! 

Percental" Quantity 

(1) Shaped castinas 
1964-65 to 
1968-69 .. 15,112'150 6·41 9680689 1,545 '587 576'898 

(2) Ingot moulds 
J966-67 to 
J968-69 .. 4,894'479 0·12 5·873 5430492 537·619 

(3) G. I. Rolls 
]965-66 to 
]968-69 .. 2,341 ·747 5'92 138 '631 570·705 432O()74 

22,348 '376 1,113 '193 2,659 ·784 U46'591 
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6.262. The Committee enquired whether the reasons for excess rejec­
tions in the case of shaped castings, Ingot Moulds and G.I. Rolls in Grey 
Iron Foundry were a,scertained regularly. If so what steps were taken to 
bring down the rejections. In a written reply 1t has been stated that "the 
reasons for rejections are analysed and remedial measures taken to conti"Gl 
the same. Better supervision and training of supervisors being attempted." 

6.263. During evidence the Committee enquired whether the rejections 
on castings, forgings and cast iron rolls had exceeded the .limits prescribed 
in the Detailed Project Report. In reply it was stated : 

"We do not know whether the rejections are below the prescribed 
limit because these details have not been ,prescribed ill the project 
report. Moreover we thought of a particular type of torging and 
casting and they are not item-wised." 

6.264. The Committee pointed out that the Detailed Project Report 
prescribed limit of 6.41 per cent, 0.12 per cent and 5.92 per ceOl for rejec­
tions of shaped castings, ingot moulds and G.I. rolls respectively. They 
enquired whether the Corporation dicJ not accept these percentage~ a!. given 
in the report. 

6.265. In reply the witness stated that "It is a particular group of cast­
Ings and not a particular item. In the cases of rolls and shaped casting3. 
we are still on the higher side." 

6.266. The rejections are scrapped and used as raw material. While 
the scrap values of rC,jected shaped castings, Ingot moulds and G.1. Rolls 
are Rs. 326, Rs. 326 and Rs. 167 per M. ton, the lowest cost price during 
the year 1968-69 amounted to Rs. 1,627, Rs. 943/- and Rs. 2,856 per M. 
ton respectively. On this basis, the excess re.jections have resulted in a loss 
of Rs. 22.44 lakhs. 

6.267. In respect of other items no norm for rejections has been fixed 
either in thei1DetailedProjecf Report ot separately by -the Management. As 
such: excess rejections if ar\y;'jn respect of the othet-item!! of manufacture 
could not be ascertained. 

6.268. The Committee en,qliirea,a-s iOh6w coiHfol was"exerdsed on 
rejections in these cates in the absence of any norms and why norms could 
not be fixed on the basis of past experience. In a written reply it has been 
stated that norms arc being worked out. The items to be produced are of 
varying specifications and quantum of repeat items is not substantial at 
present. A number of items are in development stage." 

(ii) Heavy Machine Bui/din~ Plant 

6:269. The Detailed Project Report of Heavy Machine Building Plant 
does not indicate any norms of rejections. The following statement indicates 
the rejections during 1967-68 to 1970-71 and the percentage thereof to the 
quantity inspected :- . 
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(In m. tons) 

Quantity Quantity Repairable Fiaal Percen-
insJ)~te:l finally ~ectl.ons .tions tage of 

Year (including passed ,----A __ -. 
r- A final re-

repairable Qty. Pcm:en. Due to Due to jections 
rejections tage to material machining to total 
put.up sub- total defects defects quantity 
sequently quan· inspected 

tity 
inspec-
ted. 

2 3 4 S 6 7 8 

1967·68 18,280 '597 14,652'400 3,523 ,891 19 ·3 7J ,402 32,904 0·6 
1968-69 28,321'230 23,768 ·300 4,281 ·749 15 ,1 257'594 13·587 )·0 

"'1969.70} 24,462'0 23.777,0 2,674'5 10·9 664,0 21 ·0 2·8 
1970-71 21,160 ·0 20,460,0 1.132 ·2 5,34 667,0 34,0 3 ·31 

The Audit para indicates that fisures of repairable and final rejections for the earlier 
years are Dot available. 

6.270. In a written reply the Committee have, however, been informed 
.that "Records were available for earlier years. Maintenance of proper 
records has, however, been improved subsequently." 

6.271. It will be seen that although the percentage of repairable rejec· 
tions gradually declined the percentage of final rejectioJlj to the total QUBntlty 
inspected however, showed an upward trend. 

6.272. The Committee enquired as to what was the reason for the 
gradual increase in the percentage of final rejections to the total output 
inspected. In reply it has been stated that "the nature of the job is now 
more complicated and more of mechanical equipment is now being pro­
<Iuced." 

6.273. During evidence the Chairman, HEC stated as follows :-

"In the earlier years we :were confining ourselves mostly to structural 
work whose rejections were very low. But year to year, we arc 
increasing our mechanical equipment content. From year to year we 
are making more new machines where th~ percentage of rejections 
is more than in structural \Vork. 

Another thing is that I find that in 1969·70 a large percentage 
of it is due to the fault in the material itself. In the case of material 
we get from outside there is hardly any control we can exercise 
except a superficial examination of the castings. A casting is some­
thing about which nobody can say anything much. Then again. this 
is a new type of work that we are handling in this country and:iB the 
manufacture of castings there is not much of repetition; every item 

• \:: lrjing t:1 tlu he'll verification done by the Audit the figuresshould be as folloW! :-

11)69·7() 
1970 

8-IS8 LSS/72 

17'026 
21 ·863 

3 

16340 
" 21161 

4 5 
2615 ,1'5·7 
tl32 5,2' 

6 

~64 

668 

7 

22 
34 

8 

4·03 
3 ,21 



is Dew. So for some .time I am afraid a perce.ntage of rejections 
will be there. Although we hope to ovetCOme them in time, for 
some time it will be slightly higher than normal." 

6.274. The Committee enquired as to what steps were taken or proposed 
to be taken to check this rising trend. In a written reply the management 
have mentioned the following steps being taken :-

(i) be~ter supervision and control at different stages of production; 

(ii) training of supervisors. 

6.275. Asked whether the management have since fixed any norms for 
repilimble rejections on the basis of past experience, it has been stated that 
'norms are being worked out.' 

6.276. Most of the forgings and castings were supplied by the Foundry 
Fm:ge Plant in an unmachined condition. Therefore, material defects could 
not be detected before the forgings and castings were sent to the shops of 
Heavy Machine Building Plant for machining. The rejections, which are 
Dot recorded according to products, are due to under cuttings, oversi7.ed 
bores or keyways, undersize shafts, improper surface 'finish, etc. Careless­
ness of operators and inadequate supervision are stated to be _ the reasons 
for these defects. 

6.277. The material defects consist of cracks, blow holes, etc., in castings 
and forgings. For final re.iection due to material defects, heavy Machine 
Building Plant obtains free replacements from suppliers (mostly Foundry 
Forge Plant); cost of salvaging repairable reJections was not recorded 
separately till August, 1969. 

6.278. The cost of repairable rejections has not been properly recorded 
even after August, 1969 as would be evident from the followIng extract of 
the Quarterly Financial Review for the quarter ended 31st March, 1970. 

"Accounting for r(!poirable rejections: 
A circular was issuedregatding Reject.ions of castings and :i:>rgings, 

both.repairable and irrepairable rejections vide our circular No. 
HMB/FIN/CA/S86/678, datod 30th August, 1969. In this circu­
Jar it was specifically mentioned that man/machine hours spent for 
rectification of repairable rejections should be booked against sepa­
rate work orders opened by 'the shops concerned for ascertaining the 
cost of rectification. A new series of work orders have been allotted 
for this and communicated to shop superintendents. These instruc· 
tiong have not been fully implemented by all the sllops. This io; 
being pursued." 

6.2.79. 'Ihe Committee enquired as to why proper record was not main­
taiDedin this regard and what was the cost of repairable rejections during 
1969-70 (after August, 1969) on the basis of whatever records bad ~ 
maintained? In a written reply the management have fumishedtbe follow· 
log 'ihformation :-

"As the proper time booking systems has not been introduced it has 
not been possible to evaluate the cost of salvagiQg repairable rejec­
tions, with the introdaction of Time B001cing and incentive sch~me. 
this would also be taken up." 
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(iii) H~avy Machine Tools Plant 
There has been no re.iection on the finished products. However, in the 

manufacture of equipments there had been rejections below 2.5% due to 
dc.fcct in material on the workma,nship. 

6.280. The Committee note that the Detailed Project Report had pres­
critM:d norlWi of rejedioD for sbaped a.stiDgs .... moulds, G.I. roth and 
on tile basis of these 1lOI'IDS, it hat beea worked out that the ext.'eSs rejections 
for the years 1964-65 to 1968-69 amounted to Rs. 22.44 lakbs. In vie'ft· 
of tbe heavy amounts involved in these rejections, the Committee would stress 
the need for taking remedial measures to see that the percentage of rejections 
is immectiately bro .... down within the norms envisaged in the Detailed 
Project Report and in fact it should be possible to further reduce die incidence 
of these rejections by improving quality of materials and production alld b~ 
imparting training to workers and supervisors at aU levels. 

6.281. The Committee note that the Detailed Project Report clicI not lay 
down the percentage of rejections for several other categories of manuiJtcture 
wbicb are now being undertaken in tbe Corporation. The Committee w9UId 
like die Corporation to lay down strict norms for these rejections ~o that it 
is possible to evaluate the perfonnance ancI take necessary remedial measure<. 
to reduce losses on account of rejectioDS. 

6.282. The Committee find that the Corporation are not maintaininJ: 
ret'ord of the cost of salvagin~ repairable rejections. as proper time boo~ 
system had not been enforced. The Committee would like proper record 
of the cost of salva~ repairable rejections to be IP8Intained and analysed 
contemporaneously in the interest of taldnJ!: timely remedial measures. 

6.283. The Committee would like to be informed of the acdou 'i&kea on 
the above recommendation~ within three months. 

M. Quality Control 

6.284. The number of cases where deductions have been made by the 
customers, Or the Management on account of defective materials supplied to 
the customers during 1967-68 to 1970-71 are furnished below: 

Amount involved PercentaSl' 
Year No. of cases (Rs. in lakhs) turn o\ler 

1967-6/1 .. 9 2·28 0'5 
1968-69 13 2'16 0·2 
1969-70 7 1 ·00 0·05 
1970-71 .. 5 2·49 0'10 

6.285. The Committee enquired whether any complaints had been 
received from the custolJ]ers regardiQg the q.wity of products manufactured 
by the Corporation. In a written reply it has been stated that "there have 
been few_eases where the material supplied havo been rejected ~ the cus­
tomers due to quality but the same have been replaced or recti1ied." 

6.286. Asked as to what steps had been taken by the management to 
maintain the quality of products manufactured by the Corporation, it has 
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been it.lte4 that "there is a separate inspection and quality control depart­
ment in each of the three plants and as the products are tailor made' each 
and every part/unit is checked during the course of manufacture. There­
after finally assembled equip~Dt is also ins.pected and tested." 

6.287. The Committee recommend dud the quality control and inspec­
tion in an the units should be improved 80 118 to oln'iate the complaints from 
customers reprcI1JIR the quality 01 produda manufactured by the Corpora­
tion. 1be Cemmittee need barcIIy streA that the Corporation should spare 
no efforts to win the confidence of their customers by supplying flawless 
quality equipment and machinery. 

N. Idle hours of Labour and Macbinery 

<.i) Foundry Forge Plant 
6.288. No record is maintained to indicate the utilisation of machines 

and labour in any of the main production shops. Only the pattern Shop. 
Rough Machine Shop and Tool and Die Shop maintain some records 
which reveal the, following facts : 

Shop Period Man-hours Man-hC'urs I~le Percentage 
available utilised Hours ortdle 

hours 

LPattern Shop .. .. Jan. 68 to 
D~.68 

5,74,464 4,50,302 1,24,162 21 ·6 

Rough Machine Shop 1-6-68 to 81,184 57,974 23,210 28·6 
31-12-68 

Tool &: Die Shop .. 1966-67 85,779 69,991 ]5,788 ]8'4 
1967-68 82,564 55,784 26,780 32·4 
1968-69 ],10,677 67,935 42,742 38'6 

6.289. The Committee enquired as to what were the reasons for nM 
maintaining the records. They further enquired as to whether the reasons 
for idleness were being analysed now and what remedial measures were, bems taken. 

In a written reply it has been stated that : 

"ConstrJlction and production phase were simultaneously going on. 
As the production activities tended to stabilise, the procedure and pro­
fonna for keeping records of utilisation of men and machines Were 
devised. This could not be implemented in toto because of lack of 
manpower in the shops. Weekly reports of non-utilisation of machines 
and men are being kept. 

For vital equipment like Furnace in Steel Foundry and Heavy 
Presses in Forge Shop daily down time record is being maintained 
and reviewed." , : 

6.290. The Board of Directors of the Company was inform~d in 1968 
that procedures for' recording idle time would be. ;ntroduced during that 
year, but no such record had been maintained:. \ 

6.291. The Man~gem~nt infol,'med Audit, in February, 1970 as 
follows :-
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. " .... the entire matter i. separately under examinationbx the <;on­
sultants. There are certain difficulties as the production facilities bave 
not been stablished as yet, the construction work being still in progress 
in some shops." 

6.292. In the Quarterly Financial Review for the quarter ending 31st 
Mnrch, 1970 the following observations were made :-

"Idle Time (Labour and Machinery) 

Although procedures have been laid down for recording these with effect 
from first April, 1969, their implementation has not been properly made in 
all the Shops." 

(ii) Heavy Machine Building Plant 

6.293. The following statement regarding utilisation of labour hours 
and machine hours for the period 1964-65 to 197~71 would show that the 
utilisation of labour and machine hours was much below the total hours 
available :-

'\'car 

1964-65 

\965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

Available 
hours. 

10,83,823 

IN,53,289 

24,41 ;604 

31,53,599 

32.75,094 

30,55,316 

36,S5,196 

Labour 
.A. 

Idle hours 

4,45,519 

9,64,186 

13,33,333 

17,85,080 

13,75,968 

15,05,563 

15,58,133 

Machine , I "---- --.. 
Percen- Available Idle hours Percen-
tap of hours. tage C'f 
Idle Idle 
hours to hours to 
available available 
hours hours 

041 '11 10,88,304 6,83,063 62,76 

S2'03 . 23,35,224 IS,31.331 78·42 

S4'61 25,05,040 18,49,615 73·84 

56·60 21,25,998 15,05,162 70·80 

42·01 24,69,154 16,69,237 67'60 
50·00 20,95,686 13,45,267 64·2 

43 '00 21,93,884 12,38,llS 61 ·00 

6,294. The money value of idle labour hours during the five years and 
of idle machines durmg the last two years tftgures of the first three years 
not being available) amounted to Rs. 86.18 'akhs and Rs. 350.08 lakhs 
respectively. 
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6.296. The Committee pointed out that the percentage of idle labour 
hours for want of jobs, tools, crane facility and materials increased during 
1968-69 as compared with 1967-68. They asked how this increase was 
justified in the context of the fact that the Corporation had not been able 
to attain the targetted production nor to adhere to the delivery schedule or 
the sequence of delivery. The Committee enquired whether reasons for idle­
ness of labour on account of these factors which were apparently of a con­
trolable nature had been investigated and remedial steps taken. If so, what 
WCrCI the reasons for deteriorating trend during 1968-69. 

6.297. The Committee further enquired as to why the reasons for idle­
ness of labour to the extent of 25.5% were not ascertained. Whether 
proper system has now been introduced to analyse the reasons for the total 
number of idle labour hours so as to exercise proper control thereon. 

6.298. During evidence the Managing Director explained that "the time 
clocks have now been ~t,roduced. With them, we are intending also to 
introduce the integrated time keeping and time booking system with the use 
of Punch Clock. This will give us a fairly fool proof system of analysing 
the data which comes up." Asked whether the punch clock system had been 
introduced, he replied "we will introduce this system progressively." 

6.299. The Committee enquired as to why the time clocks had not 
been introduced earlier. The Chairman, HEC replied that "actually our re­
lationship with labour was not satisfactory to be able to do so. In fact an 
attempt was made. But they were broken. I am told that once an attempt 
was made to ask the people to punch. The punching clocks were all avail­
able, we did not purchase. I am told that people had broken them." He 
further stated that the Corporation have now come to an understanding 
with labour. With their consent they have introduced the punching clocks. 
Asked as to why the system was not introduced from the very beginning 
the Chairman, HEC stated as under :-

"1 am not able to say why it was not introduced from 1961. Attempts 
were made from 1965." 

6.300. As regards the idleness of machines the Committee pointed 
out that the factors which appeared to be of a controlable nature like idle­
ness of machines for want of operators, for want of jobs, for want of tools, 
for want of crane facility and for want of materials have accounted for the 
major portion of idleness of machines. They enquired as to how the idle­
ness on account of non-availability of operators was jusWied when the total 
number of personnel on roll exceeded the project figure. The Managing 
Director replied "We are stlIf not able to man allover equipment round 
the clock or in double shift. In a number of places, we are running a 
single shift. At the same time the conditions in which the D.P.R. is made 
by the collaborators have anticipated the lesser requirement of indirect 
workers. In Indian conditions certain varieties of work will not be done by 
direct workers." 

6.301. The Committee observed that a team of Soviet experts who 
visited the plant and, studied the state of production with reference to utili­
sation of its capacity inter alia observed (March. 1968) that out of the 
machines installed there was 150 large and unique machines which 
were manned with tho lowest strength of operators who required long term 
training by highly skilloo instructors. The Team further observed that there 
was a shortage of 66 t workers at other production sections while the total 
number of personnel surpassed the project figure by 938 persons. 
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6.302. The Committee understand that in accordance with the team's 
suggestion, 42 Soviet Foremen Instructors are being deputed to train Indian 
workers to work on large and unique machines. The expenditure on the 
engagement of these imltructors is estimated at Rs. 21.61 lakhs (including 
Rs. 20.70 lakhs in foreign exchange). This expenditure will be in addition 
to the amount of Rs. 160.91 lakhs spent during the last 3 years on the en­
gagement of Soviet experts for assistance in production. 242 Indian 
Engineers and technicians have already been trained in the past in U.S.S.R. 
and an expenditure of Rs. 30.86 lakhs (in foreign exchange) was incurred on 
their training. 

6.303. The Management had expected that with the engagement of 
Soyiet instructors, the utilisation of the machines would improve. 

6.304. Dur~ngevidence the Committee enquired whether there was 
still shortage of trained men; In reply the Managing Director, HBC stated 
that "There is a considerable shortage". He further stated that "this shOrtage 
i .. in regard to mannin, of equipment and availability of trained people. We 
are progressively recnJlt.ing more people every year and 1iUina up vacancies. 
Over a period of about six years, we shall eliminate the shortfall". The 
Committee enquired whether the Corporation was depending upon the 
collaborators for the training program.me, the Managing Director replied 
that "For highly specialised machines-and processes, we arc depending on 
them. Most of the trainees are Indians who can impart the training later". 
The Committee pointed out that there was surplus staff. They enquired as 
to why the surplus staff was not lnIcd for trainmg. The Managing Director 
replied as under :- ( 

"There are two types of workers-direct and indirect. Unfortunately. 
in India. we employ much more indirect workers. So, by and large, we 
get a large number of indirect workers and that is why there used to be some 
swplU'; staff which is more than the foreign countries are using." 

6.305. In Para 63 of the 14th Report of the Committee had observed 
.1'\ follows :-

"One of the (easons for idle machinery was lack of scientific plan­
ning for production for different shops. As pointed out by the FA 
& CAO of the Corporation, at present planning is done in a general 
manner without specific reference to the machine-wise available capacity 
and without taking into consideration the normal time in terms of 
standard time, required to complete the various jobs, with the result that 
it is difficult to analyse which part of idle time relates to want of load 
and which part to other reasons. In the absence of such planned load­
ing of the shops it is difficult to ensure proper utilisation of machines. 
The Committe~, therefore. desire that early action should be taken to 
work out the s!andard hours for all jobs. This would also help the 
plants in working the incentive bonus scheme for the workers. The 
norms so fixed could of course be reviewed in the light of experience gained 
on production in different shops. In th~ir reply dated 9-1-69 the 
Ministry stated that "HMBP is in its initial stages of production. The 
standard hours are now under compilation on the basis of norms fur­
nished by the Soviet Union." 
6.306. The Committee enquired whether standard hours for all jobs 

have since bce"n fixed and whether such norms from the basis of any incentive 
scheme. In a written reply dated 18-12-71 the Committee have been informed 
as followli :-
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"The ProdudioD being of fIldividual cbarKteri&tics it bas not been 
possible to fix die staadard hours fer aU: jobs". The management hlWe 
added that "no comprehensive incentive scheme has been introduced. 
0JIIJy atl-hoc incentive scheme had been mtroc:luced in certain sectiQOs 
of Foundry Forge Plant. 

Preparatory steps are now being taken for the progressive introduc­
tion of Incentive Scheme. 

The ad-hoc incentive schemes have not been found very effective 
so far." 

6.307. The Committee on Public Undertakings (1%7-68) in para 62 
«their 14th Report on Heavy EnJiDccring Corporatioo Ltd. (Fourth Lok 
-sa ... ) expressed their COIICCI1l about this anomolous pPSition of shortage of 
ftitable persQDI for running the plant and at the same time a large force 
of·· idle. workel's. The Committee recommcqded that Government should 
~y aualyse the reasons for this alarming situation and take immediate 
rentedial messUrel. 

6.308. In their reply dated 9-1-1969 the Ministry inttr-alia stated that 
HBC have decided to put the Industrial &,gineering Department whiclt Ius 
.come into being recently to study the present proforma and revise it in order 
to act correct reportiDg oflroductivity. idle time, etc. They win move ibto 
~ s~s and explain an train the supervisors for correct reporting and 
the utilising the spare men and machines. 

6.309. The Committee enquired as to what progress bad been made by 
the InduGtrial Engineering Departmeat in this regard and how far labour 
prodtlcdvity had improved during 1967--68 to 1970-71. In a written reply 
the management have stated as under :-

"Preparatory steps for introduction of incentive schemes are being 
taken. Procedures for introducing incentive schemes are being laid 
down. Integrated system of time keeping with the aid of Time Punch­
ing Oocks bas been introduced. TraioiQg of supervisors is in progress. 
Comparative figures on utilisation of machinery and labour consequent 
to the introduction of incentive schemes as such are not yet available". 

,iii) Heavy Machille Tools Plant 
6.310. The Plant started production in January, 1967. No record of 

idle labour and machines was, however, maintained till 1-4-1968. The 
position relating to 1968-69, 1969-70 and 1970-71 is given below :-

Labour Machines 
Year ,- "-

,-_____ -.A. 

Available Idle hours Percen- Available J,'lc hClII~ PClc,n·· 
hours l<1lJc of hours 'age of 

idle idle 
hours to hours I" 
avoilllble available 
hours h('\ul'~ 

1 96R-(j() 3,H25;l 1.46,308 45 ,12. 2.84.592 1,57,407 5~ ·)1 
1969-70 3.42,511 1.11,396 32 ·~2 3,79,071 2.21,727 60·~3 

197(1-71 5,05,678 1.02.516 20·27 4.86.6-15 2,40,lW3 49·48 
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6.311. The IID01lCY value of the- idle labour houa and idle machine 
oo.n for 196W9 as indicated above, amounts to Ra. 2.56 Iakha and 
RI. 17.55 l:akbs l'espectivdy. 

6.312. The CompUttee enquired as to what were the reasons for not 
maiatainial the records. Ia a written reply it has beea stated that "The 
production upto 67-68 related to the assembly of machine tools frOID com­
ple&cly knoClced down componenta obtained from C1.eehoSlovaki.. Since 
tho machius were not being ~substarttiany the records of i41e labour 
and machines WeiiO not maintained." 

'6.313. A detailed analysis of the idle hours of labour and m8chines for 
1968-69 and 1969-70 is also given below :-

1~9 I 969·7t> 
R.easOfts foddle time r" .A- t .A --Idle time in Percentaae Idle time in Percentage 

hours hours 

Labour 
Absenteeism 56,702 38'8 
No J'&tI 21,941 U-4) 17,398 15 ~ 
Mloh~ Breakdown 11.371 7·7 ]8,886 17'0 
No Power .. i. 1.976 1·4 1.763 1-6 
No"roets .. 21,9040 n·o 18,129 ItS ·3 
No Material ; . 5,528 3 ·7 H,608 10-4 
AwMtil1, TraB9fl'Ort S,(iS7 3·9 7,818 7'0 
AwaitinlIIlSCtUCtions 21,187 U'5 28.609 25·7 

3,(19 2 ·8 (Tral ..... g) 
4,076 3'6 (fools 

down 
strike) 

TOTAL 1,46,308 100·0 1.11,396 100 
----~ 

Machines 

No operator 41,835 26'6 70,313 31 ·7 
No Job 29,313 18·6 40,142 18·2 
Machine Breakdown 31,305 19'9 23,352 10·6 
No power .. ",423 0·9 1,611 0·8 
Absenteeism 11,668 7·4 29,673 13 ·4 
Awaiting Instructions 12,807 R ·1 IR,081 8·2 
AwailingTools 12,237 7·7 19,5118 S·I! 
Awail;n~ TransrlOrt 12,522 8 ·0 5,499 2·0 
Awaiting M:ltcrial .. 4,297 2·R 8,161. 3 ·2 (Training) 

2.807 J ·4 
2,4110 1 ·1 (Tools 

dC'wn 
strike) 

TOTAL 1,57,407 100·0 2,21,727 100·( 

6.314. The available and idle hours of machines mentioned in the abov~' 
table do not include the available hours in respect of machines valued at 
Rs. 323.27 lakhs but lying entirely idle. 
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6.315. The Committee enquired as to how the Management justified 
the : idleness of labour and machines ,on account of factors like WEt 
of tools, want of materials and want of instructions in the case of labour 
and want of operators, want of job, want of instructions, want of transport 
and materials in the case of machines in the context of the fact that the 
actuall'roduction during 1968-69 was only 34.~% of the targetted produc­
tion. , The Committee pointed out that the position during 19690-70' 
actually deteriorated so far idleness of labour for want of job, tools, mate­
rials and· instructions was concerned. In the case of idle machine bours, 
the position during 1969-70 became worse as regards idleness accounted' 
for by lack of tools, operators. materials, and instructions was concerned. 
They enquired as to what were the reasons for this deteriorating trend evon 
in factors of a controlable nature. 

6.316. In a written reply the management have stated that deficiencies 
in organisation account for idleness of labour and machines resulting in low 
productivity and consequent low performance. 

6.317'. As regards the available hours in respect of machines valued 
at Rs. 323.27 lakhs but lying entirely idle it has been stated that :-

"The bulk of machinery and equipment needed for the establishment 
of the plant was supplied. • .. under the first Czech credit. As per· the 
Detailed project Report the plant is scheduled to reach the optimum 
production of 10,000 tonnes progressively in four phases-duration of 
each phase ...... being of 1 t years. The erection of heavy plant and 
machinery never the less could not be staggered in line with need of 
each phase ...•.. It was considered advisable from all accounts to erect all 
the machinery at one stretch ........ but to commission them for re-
gular production work as the stage for their need arrived ........... . 
These machines are being so to day 'de-concerned' and commissioned 
for production work with reference to the progressively rising produc­
tion target." 

6.318. The Committee enquired whether this meant that the contract 
for the supply of the machinery was defective? In a written reply the 
management have furnished the following information ;-

"Machinery & equipment were procured from Czechoslovakia, 1apan 
and other European countries against vario!!s credits. Unless firm orders 
were placed with delivery schedules as indicated by the various foreign 
manufacturers/suppliers, it would not have been possible for us to get 
the detailed foundation drawings of the relevant machinery. In that 
event, it would not have been possible to determine the layout of the 
plant and proceed with its construction-the equipment and machinery 
of which are housed in one block under one roof. Phasing the orders 
for supply of machinery and equipment would have also meant stag­
gering of the erection and foundation work in the Plant construction 
and in that case it would not have been possible. for technological 
reasons, to erect, commission and put to production the machines receiv­
ed against earlier orders, while engaging in extensive blasting of the 
rooley sub-strat alongside for foundation and erection of the machines 
that were to have been ordered and received sUbsequently. Prolongation of 
the erection work would have entailed in extra expenditure on Foreign 
experts." 
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0.319. The Committee enquired whether any of these machines had 
since been put to use, if so what was the extent of their utilisation. 111 
reply ~ has been stated that "Yes, the machines have since been put to 
use. The overall utilisation of machines during 1970-71 was 50.52 m one 
shift." 

6.320. The Committee take a serious notc of the fad that no record was 
maintained to indicate the utiHsation of machines and labour in any of the 
main production shops of the Foundry Forge Plant. As regards tbe reasons 
fer not maintaining records it bas been st~ted that there were certain difficul· 
ties 8S the production facilitk'S had not been stabilised as yet and that che 
(.'oustrucuon work was till in progress in some sbops. The Committee fail 
to Wlderstand as to how the construction work obstructed the maintenance 
of idle time record as the Committee find tbat under similar circum~tllnces, 
when the constmction work was going OR in tbe Heavy Machine Tools Plaut 
duriDR 1968-69, the idle time record was being maintained. In 'he case of 
Heavy Machine Tools Plant also no record of idle labour and machines was 
malntained till lst April, 1968 although the production in this plant started 
in January, 1967. 

6.321. The Committee further find that in the case of Heavy Machine 
BuDding Plant no reasons for idle time to the extent of 70.8%, 25.5%, 
40.4% and 65.9% have been indicated by the management for the years 
1967·68, 1968-69, 1969·70 and 1970·71 respectively. 'Other reasons' 
'accoant for 9.8%, 18%, 17.1% and 13.1% 01 the idle time. No reasons 
for the idle machines to the extent of 29.8%, 14.1%. 19.6% and 36.2% 
baTe been given for above years whereas the 'othe!' re&'ions' account (or 
10.4%,6.9%, 12.7% and 13.7% of idle machinery. Thill clearly Indicates 
that no proper reeords were beill2 maIntained by the mall9ment durin~ 
..aU these years. 

6.322. The Committee are left with the impression that such ~ross 
onuulssion In the maintenance of records of idle manpower and machinery 
could not take place without the knowledge of management. The Com­
mittee cannot too strongly stress that not only proper records should be kepl 
of idle labour bours and idle machine hours but that these should be systema­
ticallv analysed with a view to take timelv action to eliminate such wast~ 
of productive resources. The Committee would like to be infomlcd in detail 
of the arrangements made in this behalf. 

6.323. The Committee find that utilisation of labour and machine hours 
-in all the plants of the Heavv ~neeri~ Corporation wao; much below the 
total hours available. In the case of HMBP the percentage oti idle labour 
hours to available hours varied from 41 % to 56% during fhe years J 964-65 
to 1970-71. The percentaj!e of idle hours of machines fo available hours 
varied from 61 % to 78%. The money value of idle labour hours durin~ 
5 years i.c. fllr the year 1964-65 til 14J6R-64J and idle machines durin(~ the 
Ia..~t ·two years viz. 1967-70 ami 1960-69 (the fi'!urcs 11£ fir~t thret~ y!'ar~ are 
not bcinl available) amounted to R'i.S6.1R lakbs and Rs. 350.0R laims 
respectively. In the case of HeavV Machine Tooh Plant, the I)ercentn~e of 
idle hours ofbbour to 3vnilable hours durillil 1968·69 to 1970·71 wa<; 
45.12%. 32.52% and 20.27% respectively. '[he pe-rcen!qe oLidle boU1'8 
of machines to avail'tbJe hour~ was 5~.31 %, 60.93% and 49.48% re"J)ec· 
finly. The Committee further; note tbat tbe perceDfaee of idJe hours of 
machines in IlMTP do not Include the avaDabie houn in r .. spect of machiJle(!J 
valued at Rs. 323.27 lakhs which were lyin2 eaarely idle. 
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6.324. 'I1Ie Colllmittee are shocked to find that in spite of their Idgb-
lightJa,: in their 14th Report on Heavy EngineerillfC Corporation Ltd. 
(pr~ed in April, 19(8) that the machines were Bot be~ put in 8se lor 
want 6f trailled operatol'S, dais handicap continues to persi!t and accoullt!4 
for idleness of machines to the extent of about 29% (HMBP) in 1970-71. 'I1te 
CoDUDittee are baffled by shortage of trained personnel on the ODe hand and 
idle labour heur 00 the other. Obviously, thero has been no purposeful 
effort to utilise the available manpower for productive purposes. otherwise 
tbey can see DO reasoo why it was not found possible dur~ aU th~se foor 
years to train up adequate number of persons in the duties of operators. 

6.325. The Committee reiterate that the Corporation should work out 
without further loss of time an incentive scheme in consultation with experts 
and workers' representatives so that there. is in-built incentive for greater 
production. 

O. niversi6cation 

6.326. As regards diversification of production the management have 
informed the Committee as follows :-

"There is enough load in our regular lines of manufacture. However. 
gaps in available technology are being tilled by additional a~rcements as 
g'ivenbetow. These however are not divertification in the true sence. 

(i) Contilluous Casting plants.-Agreement bas been signed with 
Mis. Licensintorg USSR for obtaining the know-how for radial. 
curvilinear ami vertical type of machines. 

(ii) Crankshaft scheme 
Agreement has been signed with Mis. National Forge of America 
and with Mis. CAFL of France for getting the know-how for 
taking up the manufacture of crankshaft in HEC. The scheme 
envisages augmentation oil some. existing facilities available in 
FFP. 

(iii) A protocol has been signed with Mis. Strojimport of Czecho­
slovaki~ for obtaininl?: know how for the manufacture of Deep 
Hole Boring Machines and Centre Lathes required by Defence 
Department. 

(iv) An Agreement has been finalized to enter into collaboration 
with Mis. Hegensebeidt of West Germany for the manufacture 
of special Railway Machine Tools. 

(v) An agreement has ~;p signed with Mis. D.L.R. of West 
Germany for the manufacture of Ore handling equipment." 

6.327. The Committee note the efforts which are being made lor diversj­
fication of producion in Heavy El\giDeering Corporation. The CommiUee 
Deed hardly stress that «Ii versification progl8DUDe should be most au-efuIIy 
de .... after mature consIderatioa so that It fits in with the main objedlve 
of the CorporatioD which Is to produce madtlnery and eqJlipmeat for se«iJl~ 
up steel plants in lite COUIlfry. 
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P. Exports 

6.328. The Committee enquired as to what steps had been taken during 
tho last three years in finding expert market for the products manufactured 
by H.E.C. In a written reply the Manasement stat~ as under :-

"H.E.C. is not even meeting the internal demands of the country 
anywhere near the full requirements. However, in view of the fact that 
export of sophisticated heavy engineering goods will take considerable 
effort and time to materialize and as after HEC reaches full production, 
exports win play an important role in ~nerating load for it, work on 
export promotion has been t.aken up since the last few years. 

6.329. During the last three years quotations have been submitted as 
under :-

Year No. Total 
of valuein 

quotalions uss 
1969 39,53,430 

1970 34 88,2\157 
197 J (Uplo Sepl.) 211 117.fll:l.13! 

6.330. In reply to another question the Committee were informed that 
"a number of quotations have been submitt,ed for Export but no orders have 
materialised so far except for an order for supply of 500 Nos of Cast Iron 
Frames & covers to Jomon at a value of £ 13,500 C & F Aquaba. This 
.order bas been executed in 1969-70. 

A protocol has been signed in September, 1970 for manufacture and 
supply of 1500 Nos of 6 tonnes capacity container cranes and toOO Nos. 
reduction gear boxes to U .S.S.R. Quotation has been submitted but the price 
is very high compared to world market. Till production and pr~uctivity 
increases considerably We shall not be able to complete economically. 

Engineering projects India Ltd. has been established with a view to take 
up turnkey projects within the country and also abroad in which H.E,C. is 
likely ,to make the maximum contribution by supplying machinery equip­
ment for project overseas." 

6.331. The Committee enquireci' whether the posSibilities of participation 
of the Heavy Machine Building Plant in export by India to third COUDtries 
like UAR and Iran of eqUipment for complete plants had beeD ~Iored and 
if so, with what results. They further asked whether the possibility of ex­
ports to European countries like' France, West Germany and Britain bas alsO 
been exported and if so, with what results? ' 

6.332. In reply it has been stated as follows :-

Protocol signed on 27-11-68 between Mr. S. A. Skacbkov, CbaJrman, 
State Committee on the USSIR. CoUDCil of Ministers for FQl'eiJn f3coaomic 
Relations and Mr. F. A. A:bmcd, Minister of lndpstrial Dovolepment and 
Company Affairs among other thin'gs provide : 

"6. 1be two sides ap-ee to examine possibilities of participation of 
the heaVy machine buildq plants, set 'Up in Ittdia with Soviet Co-
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operation in export by India to third cOUntries of equipment for complete 
plants. This question will be further discussed by the sides." 

6.333. Subsequently in protocol dated 2()'2·70 signed by the Minister 
of Industrial Development, Internal Trade and Company Affairs and Mr. 
S. A. Swachdow, Chairman of the State Committee of the USSR Council of 
Ministers for Foreign Economic Relations among other things provides :-

"The two sides agreed that detailed examination should be made at 
expert level, as early as possible for identification of the possibilities of 
exports, of products manufactured in Soviet assisted plants in India to 
third countries aDd for consideration of various aspects connected with 
the implementation of programmes of India's participation in Soviet 
assisted projects in such third countries. In particular, the Soviet side 
would examine the possibilities of assisting in exports of turbosits and 
components to be produced to Heavy Electrical Plant at Hardw.ar." 

6.334. During discussions reference was made to the projects in UAR 
and Iran which were to be taken up by USSR. Chairman, HEC visited 
Cairo during September 1969. He met UAR authorities and discussed the 
possibilities of supply of equipment for Helwan Steel Plant in the above 
back ground. The proposal did not materialise. Regarding Heavy Machine 
Building Complex in UAR, Mis. Prommasbexport of USSR who are asso-
ciated with the project report were contacted. No specific proposal has 
materialised. 

6.335. Details of the items that could be supplied from HEC for supply 
to the plants being set up by Soviet Union in third countries was ,furnished 
to Economic Counsellor, USSR Embassy in August 1970. No finn proposal 
has materialised so far. Possibilities of export to European countries like 
France, West Germany and Britain have also been explored. Quotations for 
excavators, forged shafts, iron and steel castings, machine tools etc. were 
submitted. All these countries required supplies with a shorter delivery 
period than HEC could offer. The price of HEC manufactured items has 
been found considerably higher than our competitors. As already indicated 
we are keeping in touch with foreign market trends and as production picks 
up and prices become competitive, we may overcome tbese twin handicaps. 

6.336. TIle Committee note that the Heavy Engineering Corporation 
have so far been able to secure only one order for the supplv of 500 numbers 
of Cast Iron Frames and (Overs to Jordan at a value oe £, 13,500. C.F. 
Aquaba. In view of the fact that a Iarre perccntalC of the capacity avail· 
able in the HeavyEngineerin~ Corporation continues to remain unldiUsed. 
the Committee would stress the need for exploring aU avenues for export. 
after meeting the internal demand, so that the Corporation can reap the 
benefit of production on IllI'ge scale and also contribllte its share in the earn· 
ing of foreign exchange. 

Q. Future Production Prog.:amme 

6.337. 'The <i:ommitteeertquired as to what was ,the latest position re­
garding the steel prograttuDe which was propos~ forimpleme~tation during 
the next 10 years. In a written reply the Committ~ have been informed as 
follows:-

"Keeping in view the increasing demand of steel in the domestic 
market as well as to develop our exports including those of engineering 
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industries based on steel, it has been planned to. step up the productio.n 
by way of expansion of existing capacities, improvements and modifica­
tions in the existing production facilities as well as by creating additio.nal 
new capacities. 

The following steel development programme has been included in the 
Fourth Plan :-

(i) Completion of the project already in hand and to secure the 
optimum output from the existing facilities through introductiDn 
of technDlogical improvement.s, additional balancing and finish­
ing facilities to be pro.gressively implemented Dver the next ten 
years. 

(ii) CDntinuation Df BDkaro to. 4 milliDn tDnnes stage. 

(iii) Expansion of Bhilai Steel Plant to 4.2 milliDn ingot tonnes of 
steel for production of billets and plates. 

(iv) ExpansiDn Df allDY steel plant, Durgapur. 

(v) CRGO Sheet Project at Rourlrela. 

The Fourth Plan Steel Development Programme envisaged stepping up 
'Of existing productio.n capacity Df 9 million tDnnes ingDt steel to. 19 million 
tDnnes by the end Df 5th Plan period, as follows :-

(a) Existing capacities 9.0 M~T. 

(b) Additional capacities: 

Bhilai's 1II stage expansion 1.7 M.T. 
Bokaro's J & II Stage 4.0 M.T. 
lISCO's expansion 
Vizag and Hospet Projects 

0.3 M.T. 
4.3 M.T. 

It is further envisaged that demand will increase to such a level that a 
capacity of 30 million tonnes ingot steel would be required to be created by 
] 983·84 and timely action would have to. be taken for creating this a"ditional 
capacity in order to fulfil the demand." 

6.338. The Committee asked as to what steps had been taken to book 
orders in advance so as to draw a realistic pro.duction programme so as to 
ensure that the plant docs not suffer from idle capacity. In 11 written reply 
the management have stated as follows :-

"Orders for Equipment and structurals required for expansion of 
Bokaro Steel Limited from a capacity of 1.7 M.T. to 4.0 M.T. have 
already been received. 

(ij) Discussion have taken place and orders are expected for the 
Korba AI. Project. 

(iii) A broad analysis of the likely orders for the following develop­
ment programmes has been made. The analysis reveals that adequate 
work-load would be available. 

(i) Expansion of Bhilai Steel Plant from 2.5 M.T. to 4.0 M.T. 
capacity. 

9.-158LSS/72 



(ii) New Steel Plant at : 

(a) Hospet. 

(b) Salem. 
(c) Vizag. 
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It is however considered necessa,ry that the orders are placed sufficiently 
in advance to provide the required load time for preparatory work." 

The Plant-wise position regarding utilisation of capacity is as under :­

(i) Foundry Forge Plant 

6.339. Production programme for 1971-72 has been drawn up in ac­
cordance with the build"llp of production capacity, taking into col1;\li~ration 
all relevant factors like productivity, pattern of orders, etc. There are, how­
ever, certain specific equipment such as machine moulding which are not 
being fully utilised at pr,esent in view of the pattern of orders. Adequate 
orders are also not available for Ingot Moulds and 2,650 tons press in Forge 
Shop. Efforts are being made continuously to secure orders for fuller utili­
sation of such section. 6,000 Ton press is to be commissioned in 1972 and 
efforts are being made to secure adequate orders for this press. 

(ii) Heavy Machine Building Plant 
6.340. For the year 1971-72, there is adequate load for the manufacture 

of mechanical and structural items. However, in regard to structurals during 
the period November, 1971 to March, 1972, adequate materials. against 
existing orders would not be available. Bokaro Steel have been contacted 
and they would be placing orders for structurals for which they ;;u-e also 
in a position to supply material. The production programme has ~Jl drawn 
up as per the build-up of production capacity taking into consideration all 
relevant factors like pattern of orders, present level of productivity and 
supply of materials, etc. However, in view of the present pattern of orders 
in handl certain unique machines are not fully loaded. Adequate o(ders for 
mechamcal equipment and structurals for 1972-73 are available. Firm 
orders on long-term basis as are necessary for plants of this nature are not 
avallablie at present 

Heavy MachiM Tt101 Plant 

6.341. According to the Detailed Project Report, the utilisation of. 
Production machines on 2 shift working is contemplated in four phases of 
production as given below :-

1st Phase 
2nd Phase 

3rd Phase 
4th Phase 

26% 
40% 
S6% 
73.5% 

The utilisation would improve as more and more models of machine tools 
are put progressively in the production line and the indigenous conteat of 
production increases in accordance with the different phases contemplated 
m the D.P.R. However, in order to utilise the available capacity, jobbing 
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work for the other two plants and outside customers is being undertak~n. 
Thc plant has already undertaken regular manufacture ~f Lex.:<> Tract~on 
Gear sets for Chittaralljan Locomotive Works and Marine Diesel Engmc 
components for the Marine Diesel Engine Plant of MIs. G. R. W. 

Order Position 

6.342. The plant-wise existing orders (Customers orders only) as at the 
end of July, 1971 are :-

Fuundry Forge Plant 

Heavy Marhine building Plant 

(I) Mechanical Equipment .. 

(ii) SlrL,c'urals 

Demand Survey 

LJ(;l1 

Tcnnage 

13.932 

75.5L9 
3:!.460 

l.u8.00" 
, ,.,.c:; . --

Value 
(Rs.lnkhs) 

790 

9.849 

786 

10.635 

~9S 

6.343. The Committee enquired as to what was the machinery for con­
ducting 'Dcmand Survey' by HEC so as to make sure that produc s · .... ould 
be identified well in advance so as to develop the requisite productiQn capa­
city in time. 

They asked whether the corporation had conducted any market survey 
in respect of their products and, 

Whether the production programme of the Company was ba~d on a 
realistic assessment of demand of products. 

In a written reply the management have furnished the followin,g infor­
mation :-

"Apart from standard equipment like excavators, drilliIm riga, 
machine tools etc. which are to our specification and standard. a Com­
mittee under the chairmanship of the Chairman of HEC has been set 
up to survey the requirement of and to standardise steel plant equipment 
to the extent feasible. This has been done in reference to the new steel 
plants at Hospel, Visakhapatnam and Salem and the expansion of exist­
ing steel plant.s. 

Through superior cost feed back, better estimating to ensure commer­
cial viability of the Corporation is being attempted. As products which 
give us maximum profit are identified HEC can concentrate on them, 
while oft-loading items which can be obtained more cheaply elsewhere. 

Production programme is primarily based against firm order~ except 
for some it .. ms like Rolls, Excavator, well Drilling Rigs tor which 
stock orders have been opened." 
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Customer composition and review of enquiries 

6.344. An analysis of the customer composition of the undertaking for 
the years 1966-67 to 1968-69 shows that more than 97 per cent. of the 
orders em'anated either from the Government Departments or the Public 
Undertakings. The likely non-utildsation of capacity is a pointer to the need 
for securing enough orders from outside parties through an effective Com­
mercial Organisation. However, a review of the enquiry/quotation/order 
files of the Commercial Department of the Company for the period from 
August, 1967 to January. 1969 reveals the following position :-

1. No. of enquiries received from 
customers 

2. (a) No. of cases in which regret 
letters were sent . . . . 

(h) No. of cases in which neither 
quotations nor regret letters 
were sent 

3. No. of quotations s:nt to custo­
mers but were unsuccessful : 
(a) Sent within the specified 

tim: 
(b) Late Q~otations 
(e) No. of cases in which files 

could not be made available 
(d) Total (a) Hb)-f-(c) .. 

4. No. of successful quotations .. 

S. No. of cases in which no follow­
up action was taken after 

. despatch of quotations .. 

6. Total of :!(a) +2(b)+3(d)-
i.e. the No. of enquiries that did 
not result in orders 

F.F.P. 

1,906 

1,337 

69 

62 
313 

79 
454 
46 

368 

I,K60 

H.M.B.P. 

1,395 

800 

287 

114 
101 

76 
291 

17 

205 

1,378 

H.M.T.P. Total 

426 3,727 

139 2,276 

Nil 356 

248 424 
Nil 414 

24 179 
272 1,027. 

15 78 

Nil 573 

411 3.(>49 

It will be seen that in 61 per cent cases the Company had to r~gret as 
it was not in a position to supply the products according to the requirements 
of customers. In about 10 per cent cases not even a regret letter was sent. 
Only 7 per cent of the quotations were successful and 40 per cent of the 
unsuccessful quotations had been sent late. Moreover, in majority of the 
:::ases where quotations were sent, no follow-up action was taken after des­
patch of quotations for which inadequacy of staff is stated to be o~ of the 
reason.<;. 

In Heavy Machine Tools Plant the ratio of firm orders to enquiries was 
rather poor because its production was restricted to a few types of models 
of machine tools and it could not meet customer's specific needs and short 
period delivery terms. 

6.345. The Committee are greatly c:onc:emed to note that the Heavy 
Engineering Corporation particularly the Foundry Forge Plant and Heavy 
Mac:hine Building Plant are still lacking in firm orders on long term IYasis 
which alone can ensure development and production on an assured and 
national basis. 
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6.346. The Comm.ittee note that the target for production of steel in the 
c:ountry as weD as tbe capacity have remained static for several years at about 
9 million tonnes. . It is only now that Government have taken s~ concrete 
measures to expand tbe capacity by 10 million tonnes by tbe end of the 
5th Plan period and have sanctioned the setting up of new steel plants at 
Visakhapafnam and Hospet with a capacity of 2 million tonnage each and 
expansion at Bokaro to 4 million tonnes. A special steel plant of 2,50,000. 
5,00.000 tonnes capacity has been sanctioned for Salem. 

6.347. The Committee welcome the steps taken recently by Government 
to standardise the machinery and equipment required for setting up new 
steel plants and for expansi0l1 of the existing steel plants. With the standar­
dization of machinery and equipment. it should be possible to make use of 
the capacity available in the Heavy Engineering Corporation to the maximum 
extent ill the interest of achieving self-reliance. Considering the fact that 
the responsibilities for steel plants as well as for Heavy EnJ!ineering Cor­
poration are placed under the same administrative Ministr.~·, the Committee 
have no doubt that Government would take necessary measures including 
the setting up of the Task Forces to sort out inl detail, the requirements of 
machineI')' and etiJuipment for the new steel plants and expansion of existing 
ones in order to place long term firm orders on Heavy Engineering Corpora. 
tion. 

6.348. The Committee need hardly stress that once orders are placed 
on Heavy Engineering Corporation. the Corporation should spare no efforts 
to see that machinery and equipment of guaranteed quaIit~, which would 
make for most efficient production are turned out and delivered according 
to schedule. The sale price for these machinery and equipment should be­
come increasingly competitive with increased turnover. 

6.349. The Committee would like to be informed within three months, 
of the adi«m taken in pursuance of the above recommendations, as they feel 
that there is no time to be lost in evolving an integrated programme for crea­
tion of additional steel-making capacity and utilisation of capacity of Heavy 
Engineering Corporation. 

R. Reorganisation of Commercial Department 

6.350. The Management had informed Audit that the Commercial De­
partment was being reorganised. The Committee enquired whether the Com­
mercial Department had since been reorganised and whether the enquiries. 
were now heing properly attended to and quotations followed up. rn a 
written reply it has been stated that "Commercial Department has not been 
reorganised so far. This will be taken up after the appointment of Chief 
Commercial Manager". It has been added that there was scope for im­
provement in regard to attendance to enquiries. 

6.35 J. The Committee asked whether the position was reviewed regular­
ly at sufficiently high level and at what level was each enquiry dealt with 
before a regret letter was sent. The Management have furnished the follow­
ing information: 

"This will be done more effective~y after the appointment of Chief 
Commercial Manager. 

The enquiries 'are dealt with at different levels before a regret le.tter is 
sent. 
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(i) Enquiries of individual item not in the scope of H.E.C. are re­
gretted at the level of Sales Manager. 

(ii) Enquiries which are to be regretted on account of our loading 
at any load centre is considered at ·the Director's level. 

(iii) Enquiries of high value for which some development work may 
be involved are considered at Management level before these 
are regretted." 

6.352. During evidenct:, the Managing Director, HEe explained that 

"Reorganisation of the. Commercial Department is currently on the 
orders. We are trying to reorganise the Commercial Department more 
towards contract engineering and customer servicing rather than merely 
booking of orders ........ Our major commercial problem is for the 
components which are required to complete the items like electric motors, 
controls and other equipment which is beyond the scope of our manu­
facture and also to make sure that the contract is fulfilled within the 
stipulated time. It is by giving this services that we can expect to improve 
our image as suppliers and thus gain the confidence of the customers 
and improve our sales turnover as well. This reorganisation of the com­
mercia,! department is in hand now." 

6.353. 1ne Committee enquired as to who attends to the complaints 
from customers and what was the precedure followed for dealing with com­
plaints. They further asked any record was maint~ined about the action 
taken on the complaints from customer. In a written reply the manage­
ment have stated as follows :-

"At present the respective saleg sections are looking after the com­
plaints. However, there is no acceptable procedure for dealing with the 
complaints and maintaining of separate records." 

6.354. The C-ammittee were further informed that 
"The present organisation is very inadequate and there are proposals 

to reorganise and strengthen the Commercia,! Division. It is under the 
active consideration of the Management." 

6.355. The Committee find that in 61 per cent cases the Company had 
to reject the orders during the period from August, 1967 to January, 1969 
as the Corporation was not in a position to supply the products according 
to the requirements of the customer. In about 10 per cent ca&es not even 
a regret letter was sent. In majority of cases where quotations were sent, 
no follow-up action was taken after despatch of quotations. l'he Com­
mittee regret to note that the Commercial Division of the Corporation 
proved inadequate to deal with enquiries from customers. The proposal to 
reorganise tbe department has been pending for quite some time. The Com­
miltee recommend that the Commercial Department should be reorganised in 
such a wal that HEC can discharge its responsibilide!l as an industrial and 
commercial enterprise. The best way the HEC can win and retain the con­
fidence of the customers is through guaranteed quality of machinery aDd 
equipment, (otficient !Ja1e6 service, adherence to the delivery ScllCdules and 
readiness to respond to customers requirements promptly. 
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COSTING, PR)CING POLICY AND COST ANALYSIS 

A. System of Cosdog 
7.1. The. system of costing followed is the job costing, as there is no 

standard product and all production is made with reference to requirements 
of the customer in each case. Every order for production in the shops is 
allotted a work order number and cost is worked out for that particular 
order. In Foundry Forge PI-ant, however, the average cost of production 
per M. ton of castings and forgings is worked out irrespective of the nature 
of these products. 

7.2. The Committee found that no cost accounting manual had been 
prepared and cost accounting was done through periodical circulars and 
procedure orders. Management informed Audit (Januoary, 1970) that cost 
consu,ltant had been appointed for suggesting improvement in existing pro­
cedure and for preparation of manual. In a written reply the management 
have, however, furnished the following further information: 

"The Cost Consultant was appointed as a whole time Cost Consultant 
(Accounts) in this Corporation on contract ba,sis for a period of 3 years 
with effect from I st August 1969 (Forenoon) . 

In the offer of appointment issued to him, it was indicated that his 
functions will be to organise an efficient and workable Cost Accounting 
system and prepare the manuals etc. required and also train the necessary 
personnel to ensure continued proper functioning of the system. 

Alone with the Production Consultant. he is at present engaged on 
the establishment of Time recording and time bookin}!:, which havc been 
recently introduced. The Cost Accounting Manual has been incorporated 
in the Accounting Manual."'" 

7.3. The Committee understand that no reconciliation between the cost 
accounts and the financial, accounts was made till 1967-68. For 1968-69 
reconciliation statements were prepared by the three plants in different forms. 
The Management informed Audit (January, 1970) that the Accounting 
manual to be prepared by the firm of Chartered Accountants appointed for 
the purpQ~e will incorporate the procedure for reconciliation between the 
cost accounts and financial accounts. The Committee have now been inform­
ed that "the Accounting Manual has since been prepared. Reconciliation 
of the Financial Accounts with Cost Accounts was Ill.l¥1e in 1969-70 and 
a'so 1970-71". 

7.4. The Committee find that no detailed cost estimates were being pre­
pared before undertaking the job". It was, therefore, not possible to exer­
cise effective control on costs. The system of preparing estimates has, how­
ever, been introduced recently and a small unit has been set up to function 
as Costing and Estimating Bureau. A Cost Consultant and a Production 
Consultant have also been appointed to deal with these questions in more 

·According to local verification done by Audir on Co~t Account;ng Manual has 
been prel"ared ~o far and in the preface to the Accounting Manual on HMBP ft i5 
lItated that a suitable costing sy~tem i~ being drafted in consultntion with the cost 
con~ultants. 
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detail. As the cost estimates were not prepared and the closing of a work 
order took a long time, the Management had no meanl> of knowing the trend 
of cost in the absence of periodical review of costs. The Committee en­
quired whether the estimates of cost were now being prepared and the actual 
cost there against was being reviewed regularly. It has been stated that 
"estimates are prepared on the basis of budgeted overheads and revised when 
necessary" . 

7.5. The Committee pointed out that fixed and variable expenses were not 
recorded separa,tely. Therefore, it was not possible to determin~ whe.ther any 
sales were made below the margin'al cost. It was only on 27th September, 
1969 that an order was issued that fixed and variable overheads should be 
booked separately. The Committee have been informed that "fixed and 
variable overhe,ads are now being booked sepa,rately in the Cost Accounts." 

7.6. The Committee understand that while in the Detailed Project Report 
for Foundry Forge Pla,nt norms for th~ consumption of raw materials 
have been laid down, no such indication has been given in 
the Detailed Project Report for Heavy Machine Building Plant. The tech­
nological documentations procured from the Czechoslovakian Collaborators 
indicate the norms for consumption of raw materials, and the labour hours 
required so far as Heavy Machine Tools Plant is concerned. However, the 
norms for labour as indicated in these documentations are revised by the 
Production Planning Department as considered necessary. In respect of 
labour element the Detailed Project Reports for the Foundry Forge Plant 
and the Heavy Machine Building Plant indicate the labour force required. 
No job analysis has been made to fix the norm for labour requirements. The 
Management informed Audit (January. 1970) that in some cases the stan­
dards may require revision in the light of practical experience and it will take­
some more time to develop the norm under Indian conditions. The Com­
mittee have now been informed that 

(i) Sectionalisation and Broad Job ana,lysis for production depart­
ments has been completed. 

(ii) Sectionalisation and Broad Job analysis of all other indirect 
groups including office groups has been initiated and is progn1ll1-
med for completion in November, 19'71. 

7.7. The Committee find that due to allotment of a single work order 
number for the production of a number of items of the same nature, re~ 
quiring a long period of production extending up to several months, the actuar 
cost of production was not known till the entire work was completed. 

7.8. The Committee further note that for the purpose of preparing cost 
stateme.nts the direct and indirect materials were valued upto 1968-69 at 
prices prevaHing in 1965 or in earlier years, in the Foundry Forge Plant. 
As a result, the prices adopted differed widely from the issue rates as per 
priced stores ledgers. Management stated (January. t 970) that issue rates 
of matcrhls were revised on the b~is oe current prices during first quarter 
of 1969-70. The Committee enquired as to why these rates were not revised' 
earlier. In a written reply it has been stated that: 

"The issue rates of all materials are fixed every month. These were 
fixed and revised even earlier to the 1 st Quarter of 1969-70. The rutes 
of onlly liquid metal which would cover cost of melting also, were revised 
during the lst quarter 1969-70. These could not be revised earlier due 
to want of trained estimates and COlit Accountants." 
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7.9. The Committee find that in the Foundry Forge Plant the cost of' 
molten metal was not worked out on the basis of actuals. Instead, molten, 
metal was priced at predetermined estimated rates, the material costs and 
the rates per tonne of molten metal being worked out by the Co~til1g Depart­
ment on the hasis of the technical data provided by the ProductIOn Depart­
ment. The matter regarding the ascertainment of actual cost was stated to 
be sepanltely under examination. The Ministry informed Audit (July, 1970) 
that steps have been taken and are being taken to improve the system. 

7.10. The Committee pointed out that the system in vogue for the as­
certainment of cost of production and for exercising control thereon was, 
ncither effective nor scientific. They enquired as to why it had taken 1i0' 
long to introduce a proper and effective system of costing when the pro­
duction started in 1964-65. In a written reply the Management have statd 
as under:-

"J3n,i~ procedures for the various aspects of cost accl'unting have 
already been laid down in the case of all the plants. So for HMBP 
is concerned, the same have also been incorporated in the Accounts 
Manual which has been extended to the other two plants also.'~ How­
ever, difficulties are being experienced in obtaining accurate basic date 
fr0111 shop floor relating to various elements of cost i.e. material, labour 
and machines bookJng etc. To meet the sit.uation integrated 
system of time keeping with the help of time recording c1O\:ks has 
been introduced and the system is expected to be extend~J to job 
bookings also. With similar improvements in the material 
control aspects also, it is expected that the position regarding cost 
asoertainment and cost control will improve. As such we have got the 
basic costing system and procedure in force alread~. However, improve­
ments as regards the collection of data and the reporting system are 
required to be made, and the same is receiving attention. With installa­
tion of the computer which is expected to be in position by the middle 
of next year the facility of data proceeding is also expected to be improv-­
ed further." 

7.11. During evidence of the representatives of Heavy Engineering Cor-­
poration Ltd., (1) the Committee were informed tha,t "the procedure intro­
duced are scientific but not effective". 

The witness added that "For costing. the main ingredients are labour, 
materials and overheads. Overheads which form a large proportion arc re­
ckoned as percentage on labour. 'Now, we have introduced all the proce­
dures. The procedure orders are there. And since the receipt of the Audit" 
Report, which was most helpful in this respect, we have had the cost sheets 
on the machines, on the unit recorders. And we get very nice cost sheets 
giving the costing up to date for each work order. When I say that it is' 
not effective, it is because of the labour element." 

He added that: 

"It is only after the time booking by clocks becomes effective, the" 
latlour and consequently, the overheads on it will also be accurate. 

-According to local verification done by Audit the Accounts Manual of HMBP 
relating to costing i, not b=in'l followed by FFP and HMTP which are followed the 
procedure laid down earlier. In FFP a Committee was formed on )·).72 draft the 
costing manu!!l of that Plant. The Committee was expected to complete the work by. 
June. 1972. In this connection the attention is al~o invited to remarks on page 242. 
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~gain, so far as the materials are concerned, the results we get are a 
~lttle more accurate. But there also there is considerable scope for 
Improvement in shopdiscipline. If you permit, Sir, 1 will read out the 
latest report of our Company auditors. They say that, "During the 
course of our Audit, we have noticed considerable improvement in 
sev~ral directions. and in particular, in the systems and procedure of 
ma10tenance of accounts and clearance of old outstanding balance. Defi­
ciencies, however. persist in other respects. And from our examination 
we ar~ of the opinion that in order to bring about necessary impmve­
ment 10 the workin~ of the accounts, it is desirable to introduce a sys­
tem of roop-floor discipline, correct recording of the basic data at that 
level and a regular flow of documents from the shops to the Accounts 
Department." 

The witness further stated that: 

"The very first and fundamental step-the shop discipline-has heen 
taken and I am glad to say that it has been successful. That is the intro­
duction of time clocks and time booking which is in the process. Like­
wise, sectionalisation and other disciplinary actions on the shop-floor 
were in progress. I am very hopeful that the systems are there and with 
these two ingredients becoming more accurate, our costing should be 
what costing has to be." 

7.1l. De Committee find thal the costing system followed by the Cor­
'poration !!iuHered from various deficiencies. They find that no cost Decount· 
tiog manual had been prepared and cost accountin~ was done through 
periodical circul8l'S and procedure orders. No detailed cost estimates were 
being prepared before undertaking the job and it was, therefore, not possible 
to exercise effective control on costs. Fixed and variable expenses Vlere not 
recorded separatel~'. It was, therefore, not possible to detennine whelher 
any sales were made below the marginal cost. No job analysi'i had been 
made to fix the norms for labour requirement. In these circumstances, the 
Committee feel that the system of cost accounting and cost control as prevail­
ing durin~ tbe last 8 yelars or so was neither scientific nor effecl've. 

7.13. The Committee have heen infonned that Cost Consultant has since 
been appointed and comprehensive accounting manual has been prepared. 
The Committee, however, understand that no accounting manual hilI> been 
prepared so far. In the preface to the accounting manual on HMBP. it is 
stated tbat a suitable costin~ system is being drafted in consultation with 
the Cost Consultants. The Committee have also been informed bv the 
management that the basic procedures for the various aspects and' cost 
accounting have already been laid down in the case of all th" p~ants. In 
the case of HMBP these have been incorporated in. the accounts manual 
which has been extended to the other two plants also. The Committee, 
however, understand that the aCCOllllts manual of HMBP relating to cOl>1ing 
is not being followed by FFP and HMTP which are following the procedure 
laid down earlier. The Cc.mmittee also underlitand that in the Foundry 
Forge Plant. a Committee was fonned on 1·1·1972 to draft the costing 
manual of that plant and the work is expected to be completed by .Tune 
1972. The Committee recommend that comprehensive accounting 
manual includi~ the COllit accounting should be prepared without anv loss 

. of tilne, so .. at the different shops may 'onow the correct and scientific 
procecJore5 for costhlg. The Committee also hope that steps will be taken 
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to effect improvements in regard to collection of data aad intoduce effec­
tive reporting systems. The Committee also hope that the time booking by 
docks woald very soon become effective so that the labour and consequently 
·the overheads on it become accurate. 'Introduction of a system of shop­
.floor discipline, correct lecording of bask data at that level and a regular 
flow of documents from these shops to the Accounts Department are some 
·of the steps, sugested by Audit. The Committee hope tbat with the effec­
tive implementation of these measures the costing oftbe Corporation will be 
.come what costing ougbt to be. 

B. Pricing Policy and Analysis of Costs 

7.14. The pricing policy for the products of Heavy Machine Building 
Plant and Foundry Forge Plant was approved by the Board of Directors 
in its meetings held on 9th July, ]965 and 16th February, 1966 respectively. 
Later on, the same policy was made applicable to the products of Heavy 
Machine Tools Plant also. The pricing policy has not been reviewed so 
far. 

7.15. According to the pricing policy the products of the Company were 
·c1assified into tWQ categories :-
Category-I consisting of items like structurals, cranes, iron castings, steel 

castings, forgings, etc., j.e .. items produced by other manu­
facturers in India also . 

.category-II consisting of items like machinery, equipment and spares ex­
c1usiv~ly manufactured by the Company by utilising imported 
components, raw materials. etc. 

7.16. The Board decided that the selling price should be fixed at rates 
which the market could bear, i.e., the ruling market price in respect of 
category-l and "lapded cost" in respect of category-II. It was also 
decided that variable cost and depreciation of plant, machinery and build­
ings, etc. should be fully recovered except in exceptional circumstances 
where orders had tQ be accepted on experimental basis and the value of 
each order was less than Rs. 10 lakhs. Further. as the Government of 
India allow preferen·ce in price to the extent of about 20 per cent for indi­
genous manufacturers, attempt should also be made to secure orders at 
prices above the landed cost to the .cxtent possible. 

7.17. In the case of orders accepted and cxecuted by the Heavy Machine 
Building Plant, mostly the rates were not fixed before starting produc~i?n. 
Thc Management have stated (February. 1970) that the above position 
relates to the pa~t when ord~rs were accepted even at prices which were 
lower than the cost of produCtion in order to load the shops and to huild 
up necessary skills. At present the major portion of production is for 
Bokaro Steel Limited for which the prices have been fixed hy the Govern­
ment. 

7.18. Even in Gases where rates were fixed. it was not possible to ascer­
tain the variable and other costs as required under the pricing policy. 

7.19. The Ministry have slated (July, 1970) that the pricing policy has 
'since been l~id down by Government vide Ministry of Finance, Bureau of 
Public Enterprises O.M. No. BPE/46/ ADV ·F/68/25, dated the 27th 
December, 19.68. 
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Analysis of Costs 

7.20. The statement given below indicates the cost of different types of 
equipment manufactured by the Company alongwith their comparison with 
the cost envisaged in the Project Reports. 

(i) Foundry Forge Plant 

As per As per Landed Cost of product (Fettled, heat· 
DPR DPR cost de· reated but unmachincd) 

Name of the Project unmlchi· fettled rived from 
ned h:at· DPR 68·69 69·70 70-71 

unheat· reated (Post 
reated & but un- Devalu-

unfettled machined ation 
crores). 

G. I. Castings 742 861 'K 2232 3817 4969 
G.I. Rolls 630 630·0 1631 4471 5950 3674 
Steel Castings 985 1286·8 3331 4819 7530 S873 
Forgings 1460 1670·0 4325 5571 4784 5970 

(Ii) Heavy Machine Building Plant 

A~ p:r Equiva- Actual 
C.P.R. lent Ian· 
Rs./tons. ded cost 68·69 69·70 70.71 

post de- Rs./MT Rs./MT. Rs./MT 
valuation 

-----
Blast Furnace equipment 3780 7928 9275 9182 10109 
Coke Oven Equipment .. 3020 6342 7831 9386 9881 
Crane 3560 7476 8683 7984 8889 
Oil Drilling Rig 4260 8946 18568 17285 14510 
WelJ Drilling Rig 21373 20479 19096 
Excavators 3680 712K 28804 22357 15983 
Crushing & Grinding Equipment 4210 8841 26323 24070 18619 
Rolling Mill Equipment .. 4050 8505 19588 19066 15629 
Structurals 3844 4063 3573 

(iii) Heavy Machine Tools Plant 

Landed Landed Rs. in lakhs/Machine. Actual 
Name of the Products cost as cost post· -' 

per DPR devalua· 68·69 69·70 70-71 
(pre· tion. 
devalua· 
tion.) 

Radial Drilling M/c. DR·8 0·47 0·74 0·06 1·01 1·46 
Do DR·IO 0.115 1. 34 1.33 1.49 1.40' 

Double Column Pig. Machin~ 

PD·16 .. 2.65 4.17 5.51 5.16 7.0S· 
Do PO·20 .. 3.2S 5.12 7'08 

CAmtro Lathe LC-lf)') 1·76 2·77 3·07 3'31 
Do. LC·125 1'87 2·95 3·00 3·79 

Hor. Boring M/c. BH-\OO 1 ·27 2·00 2·31 2·37 
Itoll Grinding Mlc GR·58 5·92 

Do. GR·100 .. 9 '84 
'Vertical Boring M/c. BV·\2 I ·67 2·63 3·23 

Do. BV·25 4·79 7·54 10·80 

Edge PIg. Mlc. PE·12 .. 1·81 2'85 4·lO 

Hor. Boring M/c. 8H·130 1 ·99 3 '13 6·70 
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7.21. The actual cost of production is considerably in excess of the 
~stimate in ~PR. The Management have furnished the following reasons 
.for the actual cost of production being higher than the DPR estimates :-

(i) Low prQd.u.ctivity. 
(ij) High Raw Material Costs. 
(iii) DPR figures 'do not include certain items of capital expenditure 

like Township, on foreign experts, training expenditure etc. 
(iv) A lar,&e Qumber of development items had been taken up initial­

ly. The cost of production in F.F.P. during 1970-71 has shown 
downward trend with the increase in production. 

(v) Wage rise without commensurate rise in productivity. 

7.22. A detailed analysis of the cost of production of main products 
-of Foundry Forge Plant and Heavy Machine Building Plant in respect of 
"the years 1967-68 a1'1d 1968-69 is given in Appendix V. 

7.23. An ana~ys~. pf the cost of production of main products of Foundry 
Forge Plant and their selling prices in respect of the years 1969-70 and 
1970-71 is given below:-

Foundry Forge Plant 

SI. Products Total cost Average Total cost Average 
No. per MITon selling per M/Ton selling 

69-70 price 70-71 price 
(,9-70 70·71 

Rs. RI. Rs. Rs. 

1. G J. Casting 4,969 3,785 4,720 4,325 
2. Ingot Moulds 1,334 1,100 
3. G. I. Rolls 5,950 4,000 
4. AI. Casting 24,157 20,707. 23,745 12,900 
5. Cu. base Casting 40,206 20,707 29,470 21,900 
6. Steel Casting & Steel Rolls 7,530 3.940 5,920 4,700 
7. Forgings 4,784 4,050 5,970 5,100 

Heavy Machine Building PitlnJ 

1969-70 1970-71 Sale price 
Cost per Cost per M/ton. 

MIT MIT --_._ .. _-------_._._-_._-. 
:! 3 4 

---'--
Rs. Rs. Rs. 

(I) Coke-oven Eqpt. 
D.S.P. 9,965 10,669 6,273 
B.S.L. 18,917 15.809 13.700 

'{ii) 8. F. Equipment 
B.S.L. 10.127 11,984 13,700 
8.S.P. 8.9S0 9.233 6.273 

.(iii) Rolfimr Mills Eq/lip/n1!1II 
R.S.L. 16,019 14.655 13,700 
lshapur :!1.459 19,020 10,000 

(;v) Crllshinf{ Grinding 
B.S.P. 11,877 fi.:m 
B.S.L. 17,668 14,604 1J,700 
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2 3 4 
(v) Excavators NCDC .. 22,357 12,946 11,713 

B.S.D. 17,668 19,549 12,338 
(vi) Oil Drilling Rigs 17,285 14,510 9,611 

(vII) Cranes B.S.P ... 17,817 6,273 
(viii) B. F. Structurals B.S.L. 5,014 4,452 2,378 

(Ix) Component for Cement Factory .. 19,186 6,066 
(x) Well Drilling Rigs Model No. Up-2oo 19,096 22.222 

Well Drilling Rigs Model No. URB-3 
AM 32.538 21,262 
Do. DR-IS 66,644 18,927 

NOH: The above cost per tonne is the average based on Rolling up to 31-3-70/31-3-71 
and the final cost will be available when the supplies are completed. 

7.24. It will be J;ecn from the above table that excepting two items in: 
the H~avy Machine Building in all other cases, the cost of production ex­
ceeded the sellin~ price. The table given in the ARPendix reveals that 
exceptin~ 3 items in Foundry Forge Plant and 3 items in Heavy Machine 
Building JJlant, in all other cases, the costs of production exceeded the 
selling prices. Further, while the selling prices in respect of 14 items 
(Foundry Forge Plant 4 items and Heavy Machine Building Plant 10 items) 
did not cover shop costs, in 5 items (all in Heavy Machine Building Plant) 
the selling rriccs did not cover even the. direct material costs. The Manage­
ment have stated (January, 1970) as follows :-

''The Plants arc still in the initial stages of production and the output 
of the plants is only a part of the capacity utilised. Therefore, a limited 
quantum of production has to absorb a fairly heavy amount of fixed 
cgarges by way ,of depreciation, interest charges, salaries and wages, 
etc. In cases mentiOned by the Audit where selling prices do not cover 
the cost of m~t~rial as for example Oil Drilling Rigs, Excavators, com­
poneQts for cemel)t Machinery, the work is still in process and the final 
figures wiU only be known on completion of the work. In the case of 
C.I.F. plates, the castings for these were obtained from the Foundry 
Forge Plant. The lower rate per tonne was accepted with the specific 
intention to get the shop fully loaded." 

7.25. The Comm.ittee enquired whether the Ministry also agreed with 
the Management's explanation for acceptin~ jobs at prices which do not 
cover even the cost of direct materials just for the purpose of lmtding the 
shops. In a written reply the Ministry have stated as under :-

"Prima-facie it is not desirable that an order should be accepted at 
a cost which does not even cover the cost of materials. However, a 
decision on this. issue has to be taken after consideration of a totality 
of factors, incluQing the loading of shops, the nature of the order, the 
possibility of getting repeat orders the. cost of idle labour and its effect 
on the morale4 and the profitability of other orders with the company." 

7.26. As regards the analysis of cost of oil drilling rigs, excavators, 
components for cement machinery the Management have furnished the 
following latest information :-

"The work is still in progress. However analysis of cost of the items 
under reference upto 31-3-71 is given below. From the trend of expell'-
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diture booked upto 31-3-1971. it will be seen that the cost of material 
as also a portion of machining charges and overheads are covered by 
the selling prices. 

(Cost/MT. in Rupees) 

SI. General Total selling 
No. 

Product D.M. D.L. M/cg. Shop Total Over- Cost Price 
charge OH upto head M.T. 

shop 
level 

1. Oil Drilling 
Rigs 7,954 224 216 5S4 8,948 5,562 14,510 9,611 

2. Excavators 
C.D.C. 9,486 294 789 1,210 ]1,779 3.167 14,946 11.109· 
B.S.L. 8,396 288 361 750 9,795 9,754 19,549 11.109 

3. Components 
for Cement 
M/c. 4,858 91 2,247 2,545 9,741 9,579 19,320 5,938 

These items are of monopolistic category. Prices are now being 
fixed taking into consideration estimates of cost of production. Similar 
position is not likely to occur in the fresh orders accepted for 
Excavators. Orders for oil drilling rigs have not materialized as yet." 

7.27. In making the cost ~nalysis overhead expenditure as applied to 
various jobs has only been taken into consideration. The actual expenditure 
was, however, much in excess of the over-head expenditure actually applied. 
According to an analysis made in the FFP for example, in the year 1968-69, 
the total overhead expenditure a,mounted to Rs. 7.06 crores. Overhead 
expenditure actually applied to jobs executed by the Plant was, however, 
Rs. 1.54 crores leaving an unabsorbed overhead expenditure of Rs. 5.52 
crores. In the comparison of cost with the selling price such unabsorbed 
overbead expenditure has not been taken into consideration. Similar ana­
lysis in respect of the other Plants has not been attempted. 

7.28. The Committee enquired whether the analysis of overhead expen­
diture in respect of Heavy Machine Building Plant and Heavy Machine Tools 
Plant has since been made and why it was not made earlier. The Manage· 
ment have stated that: 

"The quantum of the overhea.d expenses which are not being absorbed 
on the jobs executed by the plant is now ascertained in the case of all 
the plants. Similar exercise in the case of HMBP was done in the past 
years also." 

Value of Production 

7.29. An analysis of the overall position reveals that the value of pro­
duction in respect of the three plants upto 31-3-1969 works out to Rs. 37.73 
croces. The value of raw materials and components consumed in turning 
out the above production, and the total salaries and wages paid taken to­
gether comes to Rs. 38.10 crores. It would thus appear that the sale price 
did not cove.r even the cost of raw materials and salaries and wages paid. 
(t is nc di"ubt true that the salaries and wages paid include elements Of 
overhead expenditure and cannot be treated a,s variable expenditure in its 
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.:ntirety. But, the extent of overhead expenditure other than that included 
in the salaries and wages in one yea,r alone (1968-69) amounting to 
Rs. 12.66 ~rores in the shape of depreciation, loose tools written off, power 
and fuel and maintenance etc. (excluding interest of Rs. 5.26 crores) has nlso 
to be recovered. 

7.30. The value of production (Rs. 37.73 CroTCS) as mentioned above 
includes the jobs undertaken by the three plants for themselves/sister plants 
to the cxtzat of Rs. 12.54 crores which have been valued at cost/mutually 
a~reed rates without any relation to market price (except in the case of 
structurals manufactured by the Heavy Machine Building Plant for use in 
the Foundry Forge Plant which are valued at market price, thus recovering 
notionally all/major portion ofl tbe overhead expenditure. 

7.31. Value of finished products manufactured for sales by the Plants 
,of HEC amounted to Rs. 15.37 crores during 1969-70 and Rs. 22.61 crores 
,during 1970-71. 

7.32. The Committee enquired as to what was the total loss sustained 
;by the Corporation on account of fixing the sale price of certain goods lower 
,than their tost of produdion. In a written reply it has been stated tbat : 

"The total loss sustained by H.M.B.P., F.F.P. and H.M.T.P. upto 
31 .. 3-1971 by selling its products at sale prices lower than the cost 
of production works out as HMBP Rs. 2782 lakhs, F.F.P. Rs. 3785 
lakhs and H.M.T.P. Rs. 681 lakhs." (Total Rs. 72.48 crores). 

7.33. III para 77 of their 14th Report on Heavy Engineering Corporation 
:Ltd., the Committee on Public UndertakinjZs observed that: 

"In the case of certain items, the selling price does not cover even 
all lhe direct charges in respect of items such as raw materials, 
~ala; ies and wages, and power and fuel not to speak of indirect 
charges like depreciation, interest, other over-heads, etc. This is a 
seriolls matter and calls for urgent action on the part of the Corpora­
tion to examine the reasons for such high cost of production." 

7.34. The Committee therefore recommended that: 
"Concerted efforts should be made by the management to reduce the 
cost of production, through improved productivity and reduction in 
invent, aries, wastages of materials and better utilisation of men and 
machinerv." 

'7.35, The Committee enquired as to what steps had been ~ake.n to reduce 
the cost of product.ion in the light of the above recommendation and what 
results had been achieved during the years t 967-68 to 1970-7 t. Thev also 
asked as to whether the cost of production of all the important items covered 
al1 the direct and indirect cha,rges such as raw materials, salaries, wages, 
power and fuel. depreciation and over heads and if not, what were the 
reasons therefor. In reply it has been stated that: 

"The reduction in cost of production is directly linked up with th.e 
increase in production in the Plants. Efforts are being made to in­
crease the production, with experience gained more realistic estimates 
of cost of production are being made for the purpose of quotation. 
And in these estimates all the charges direct, indirect, raw material, 



·13S 

-:-' ~aJaTiet.. :POwcr and fuel, depl!OCiatioa and overheads are being 
-. . covered.':. 

Some soecific orders executed at a price below the cost of production are 
discussed below:-

, ,. 
(i) Oil'Drillinl Rigs 

. . 
7.36. The Oil and Natural Oas Commission requested the Company on 

4th April, 1966 to submit quotation for the supply of 3~. Oil Drilling/'Rigs. 
On 21st April, 1966 the Company submitted a quotation of Rs. 29.79 lakhs 
pc-rrig which was revised on 6th Septem~r, 1966 to Rs. 38.81 }akhs per 
rig based on landed cost. Ultima~lYt on '~§~b~ber, 1967 an agreaucnt 
was entered into for the suPPly Of 3 rigs weighing 1,041.069 M. tons at a 
cost ot Rs. 101.09 lakhs F.O.R. Sibsagar, to be delivered. by 1967. 

7.37. In regard to the fixation or the above price the management in-
formed the Committee as under:-

"Our price. quoted to ONGC \Y~J,.ased op l~~ded. cost of Jmported 
equipment t1i6ugn:i' major portion of the structurals was manufac­
tured iDdiAenouslv and would· be :C9Sting less compared to the im-

- l'QI1ed equipments. However, the price included in the contract was 
mutually agreed after prolonged discussions. The prices mentioned 
in the contract was the landed cost of imported rigs which ONGC was 
importing from USSR and ONGC would not agree to pay nlor~ than 
what they have to pay for the completely imported rigs." 

7.38. In May, 1966. a contract was altered into with Mis. Promrnash· 
export of U.S.s.R. 'for the supply of J5.19.~38 M. tons of completing eqiup­
ment valued 8,t Rs. 41.67 lakhs C.LF.:CalcUtta against which a SURt of 
Rs. 25.72 lakhs (mcluding Rs. 3.36 'Iakhs as interest on deferred payments) 
has been paid so w. The balance ambunt with interest thereon is payable 
in fnstslmcnts. . , 

7.39. Up to 13th May. 1969, only a quantity of 830.753 M. tons of 
~uipment ~ad been sUl?plied by th~ COJJ,lpany against the total quantity of 
1.041.069 M. tons reqUired to be supplied by the end of 1967. As none of 
the 3 riJ!s hat> been completely s~pp1ied, the Oil and Natural Gas Commis­
~jon has refused to make the payment of an amount of Rs. 34.99 lakhs as 
shown below :-

Value of total supplies Rs. 79.84.347 
Le~s: Payment already received Rs. 44.85.031 
Outstanding amount Rs. 34.99.316 

7.40. Thus, due to delay in supply and defective planning none of the 
ri~s could be supplied fully and a sum of Rs. 34.99 lakhs remains blocked 
up resulting: in a loss of interest amounting to Rs. 20,413 per month. 

7.41. The Committee have been informed that as per the contract. the 
terms of payment are 'as given below :-

..... 90% within a week· after receipt of docume~ts. Balance 
] 00/.. within 30 days of receipt of stores. ONGC has made payment 
for about 70% of the total cost. The balance paymen! will be made 
only after the supplies are completed." 

• as per local verification by Audit it should be asunder ;-
90% within 10 days 0' the receipt of tele«ram to be issued by the HEC after de,patch 
of gooch. Balance 10% witbin 30 days from the receipt of stores. 

10 -1 S8LSS/72 
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.,' ;,7 42. The Committee. enquired; tber 'the rigs bad 1;>~ completely 
manufactured. They asked as to how the Corporation agreed to supply these 
rig by. 1967 w~en it had po~ bee,n ~ble to m~llrpfa¢Ufe .these uptil pow. 
In/a wntten reply tbe management have tated as under :~ " I' ., " ," J 

'All the rigs bave not been supplied completely. Most, of the des· 
patches for these rigs bave been effected in ~ 19.68. However, 
~~p~ ,~a.s. ·repp!-ted c.er~ ~~ Ji.e~emts in ~970 a,Jld t~ ate .being 
~uppl~ecr'now. -, , , " " , 'j'" ~/'.· 

.. ," .... t " •• , ' • '. ~ r, , 
: 7A3. ~s ell') 31-3':~9?91he co:;t ' ()~ "produption of tbe 3 r~ amouuted to 

~. 159.22 lakbs as detail~ ~~low:- . I ,. "II " 

(i) Matetia) Cost 

(ii) Conversion cost 
(iii) Administrative overhead • r , . -, ... 

',; , R~. 9O,91,~8 ", 
. . Rs. 8,01,§89 

, .. . Rs. 6O,28~10 . ~ .. -. 

Rs. 1 • .59,22,107 

. ,z f 
_ 7.44. A loss, of Rs. 58.1~ lakhs ha already .been incurred as. cOmpared 

with the total amount , payable" by tbe Oil and Natural ' Gas ' Omunission 
under the a,greeqlent. " . 

(ii) , Slag Ladle r;ars1 
, : 

7.45. The Board of Dir~tors of the Company in its meeting b~l.d on 
~1·~-1965 approved the manufl¥!tw:e of standard steel plant equipment and 
impo~ of components therefor., Accordingly, components 001' 2S nos: ' 'Slag 
ladle cars weighing 1,700 M. tons ~1.Jed at Rs. 64.90 lakhs C.I:F. CaldUfta1 
were imported. Orders for 2S slag ladle cars were obtained from the Bhilal 
Steel Plant (14 nos, as part of tlw 6th Blast Furnace Conttact and H nos. as 
part of another contract for maintenance equipment). 25 slag ladle', cars 
have been supplied. The c9st of production o~ the slag la~lle ,cars am.oWlted 
to Rs. 131.55 lakbs as detailed below:- " 

. r" • I 

W.O.No. Qty. Cost B.s. 
• (No.) (Rs.) 

16005 8 62,67,234 Material 1,03,7.,539 

16008 10 31,02,423 Conversion 
cost including 
Admn. 

16009 7 37,85,621 overheads. 27,83,739 

To a) oost of 25 nos. 1,31,55,278 
, 

(The cost of production of in(t1vidual work' orders had not been correctly recorded 
and hence the collective cost of 25 cars has been taken) . . 

7.46. The sale realisation of the 25 cars amounted to Rs. 113.19 lakhs 
(Rs. 71.39 lakhs for 14 cars and Rs. 41.80 lakhs for 11 cars), thus resulting 
in a loss of R . 18.361akhs . . " 

7.47. In accordance with the Company's pricing policy, a price of 
.Rs. _4,38,617 per car was q~ot:ed. to ~e Bhpa! Stee~ Plant ill re peet Qf 
11 nos. slag ladle cars, but was subsequently reduced to Rs. 3.80 lakhs 
pet cat. 



137 

. 7:+8. ~ COIDmittee entuired as to what were the r~DS for reducial 
th,e price. In a written reply the Managt.ment h;lve stated as 1mQcr :~ , 

" 
"The prices for the Slag Ladle Cars order had been settled during 

negotiations as Bmw ;Steel Plant 'wei:e producing the ftgures; from their 
B~p in rrapect ct cost prices of Slag Ladle Cars imported by them 
'from Russia:' CfU'lier, which were lowe!'. The negotiations wet~ carried 
out by the then FA & CAO, HEC. The Bhilai ContrlCthas been held 
up as the price is still undemegotiations. 

7.49. During evidence the witness explained that "In the CO\lJ'se of 
(tiscussioDs and negotiations in which dle'Finance Officer was also present, 
the price was re~oed~ ,:,' 

There must have been goOd reasons; these have not been recorded. 
Normally one does not go and reduce the price when the other part.}' is also 
a public unde1takirig. There must have been good rea,&ons, but we are unable 
to find out the exact reasons, ·why ,it was done. 

. 7.SQ. The Ministry informed Audit (July, 1970) that &0 far ~s ,supplies 
to the Bhilai Steel Plant for the 6th Blast Fumace Com,plex are concerned, 
the question of revision of prices is separately under examination. In a 
writtenrepJy the man.ment have stated that; 

"The prices have since been revised. In 1969, we received orders at 
Rs. 6.93 lakhs each." 

7.51. DuriDg evidence the Committee asked as to wbat was the justdic.'l· 
tion for increase in lhe price. The witness stated that "prices have gone up. 
Original prices must have been some distressed prices". 

{iii) Cold BImt Valves 

7.52. 007 .. 9 .. 1965, an otfer for placing orders for the 6th BlashFUJ1I.ace 
Equipment was receiwd from the BhiJai Steel Plant. Although 00' firm 
orders were received, the manuf:actUN of 6 cold 'blast valves (a part of the 
Blast PurnaceEquipihcnt) was taken UP'by the Company in January, 1968 
and components weighing 27.8 M. tons valued a,t Rs. 1.06 lakhs (c.l.f. Cal­
cuUa)were also imported. The cost or production of these valves up to 
March, 1969 amounted to Rs. 5.85, lalcbs as per details below:-

Direct Direct Prime Shop Total General Total 
material labour oost over· shop over· cost 

heads heads 

Its. Rs. Rs. Rs. Rs. Rs. Rs 
Total 
Cost 
for 
Valves 1,78,084 35,191 2.13,275 2.10,208 4,23,483 1,61,561 5,85,044 
Cost per 
Valve 29,681 5,865 35,5~6 35,035 70,581 26,927 97,508 

7.53. An order for tho supplyoe 5 ~v.e& @ RB. 39,405 each (price 
lIubJ~ to (lOnfirmation) was placed by the Bbilai Steel Plant later Q.q against 
whIch 4: va:Jves were supplied during March, 1968-Marcb.., 196~. The sellin, 
price Covers only the prime cost and a part of shop overbeads._ The Q1der for 
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five valves bas already resulted in a loss of Rs. 2.91 lakhs up to Marcil, 
1969. 5th valve has also been supplied to BSP. No order for the 6th valve 
bas been received so far. 

7.54. The Ministry informed Audit (July, 1970) dle question of 
revision of price is separately under examination. In a writen rcoly tho 
Committee have intormed that "the priCe for valves supp~ to B.S.P. is 
under negotiation." 

(iv) Water well drilling rigs 
7.55. The Company undertook the manufacture of 10 DOli. waoor wen 

drilling rigs and imported tlJerefore CODlpOfted worth Rs. 14.48 la.1da 
c.i.f. Calcutta, from U.S.S.R. on deferred payment basis against ap. agree-
ment dated 17-5-1966. 

7.56. The cost of production of these rigs amounted to Rs. 6.27 lakhs 
each but these were sold at a price o£ Rs. 4.47 lakhseach, thus resultinlt in 
a loss of Rs. 17.96 lakhs. 

7.S7. It bas been stated by the Company that the price of Rs. 4.47 huchs 
was fixed by the Ministry of Food and Agriculture in July, 1967 and "in. 
fact, our management was prepared to agree to a price of Rs. 4 la~hs each 
taking into account the landed cost etc." 

7.58. The Ministry have stated July 1970 as follows :-
"In the initial stages of production, there may be cases whl;rc th~ 

selling price is below the cost of production as the selling I)rice is 
normally baSed on the landed cost of similar equipment." 

7.59. The Committee find that the Iadual cost of production ill all the 
plants of BEC was considerably in excess of the estimates giveD in the DPR. 
In the case of several items. the actual cost of production is more titan 100% 
of the landed cost deriTed from DPR (Post devaluation) estimates. Low 
pl'8dudivity, blgh cost of materials and wage rise without commensurate rise 
in productivity are given as some of the reasons which have resulted in the 
high cost of produdion. The Committee further note that except in tbe C'BSe 
of a few items, the cost of produc:don in the case of major items of produc­
tion exceeded even the sale price. The cost price in the case of several itelmi 
was more than 100% of the sale price. It is significant to note tbat in the 
case of well Drilliox Rigs type DR-15, the cost of production was even more 
than 250% of the sale price. What surprises the Committee most is that 
the Corporation accepted jobs at prices which did not cover even the co~t of 
direct materials. This it bas been stated was done witb the intention cf 
gettill2 the shops fully loaded. The Committee further note dlat, in makill2 
the cost analysis, overhead expenditure as applied to various jobs had only 
been taken into consideration leavinl substantial portion of overhead" un­
absorbed. The actual expenditure was much in excess of the overhead 
actually applied. Such unabsorbed expenditure has not been taken into 
consideration in comparison of cost with sem .. prices. The Committee find 
from the review of some of the cases like 00 drUHn!: rils, s~ ladle cars, 
cold blast valves, water well drlIllnt: rilS that the Corporation incllrred a 
!lUbtlitantial loss as a result of quoting prices much below the cost of produc­
tion. Total loss sustained by file Corporation by sellin~ its products at sale 
prke8 lower than the cost of production, apto tbe 31st March, 1971. work.. 
out to be Rs. 72.48 CI'OI"M. 
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7.60. Acconting to the Priclag Policy of Government, selling price bad 
to be fixed at rates wbicb the III8Ibt eouIcI bear or tile IInded cost. This 
dearly indicates that in case tbe Corporation has to be a viable unit it must 
reduce substantially its cost of producdon. The Committee on Public 
Undertakings (4th Lok Sabba) in their 14th Report on Heavy Engineering 
Corporation bad recomlllepded that ''Concerted eRorts sbould be made by 
the management to reduce the cost of production tbrough improved produc­
tivity and reduction of inventories, wastages of materials and better utilisation 
of men and machinery." The Committee, deplore that notbing substantial 
has been acbieved by the Corporation in this direction. 

7.61. The Committee stress that there is need for sustained efforts and 
constant vigDance to ensure increased production through better utilisation 
of . men and macbinery. This would belp the Corporation in reducinl[ the 
overheads and thereby reduce tbe cost of production. 



VIU 

MATERIAL MANAGEMENT AND INVENTORY CONTROL 

A. Material ProcuremeDt 
(i) Purchase Manual 

8.1. Prior to July, 1969 each of the three plants of the Comp,ny was 
having its own independent purchasing unit, ill addition to the two central 
purchasing units. All these units were brought under the control of Chief 
Controller of Stores and Purchases in July, 1969. . 

8.2. The Company has not prepared its own Purchase Manual so far. 
It has been stated that in respect of purcha~s to be made, the Purchase 
Department is guided by a boo~et called "Procedure for the Stores Depart­
ment" and instructions issued from time to time and also the procedure 
recommended by the Collaborators for different plants. The bookh;t, how­
ever, contains guidelines mainly for the Stores Department. 

8.3. The Management informed Audit in January, 1970 as follows :-
"A thorough study has to be made to standardise the system for 

stores and purchase suitable to all the units. The Stores and ~urchase 
Departments have been centralised recently. A complete study will be 
taken up in due course duly taking into cognizance the guideJim:s as 
proposed to be laid down by the Bureau of Public Enterprises for all the 
Undertakings of the country. The preparation of such a mall11al for 
stores and purchase common for all the plants will take time." 

8.4. The Committee enquired whether the Ministry were satisfied with 
the explanation given by the Corporation for not preparin~ its own llurchase 
procedure for such a long time even after its going into production m 1964-
65, and whether this state of affairs was satisfactory. 

In a written reply the Ministry have stated as under :-
"The position is not satisfactory. Heavy Engineering Corporation 

have undertaken a thorough study of the existing procedures to standar­
dise the system for stores and purchases. Based on this study. Stores 
manual and Purchase manual are being compiled. Nearly 40% 9f the 
work has been done and it is expected that all the chapters will be 
completed and the manual will be ready for publication in a few months. 
The guidelines for management in public enterprises. issued by the 
Bureau of Public Enterprises are being kept in view while com pilling the 
manual." 

During evidence the Chairman, HEC stated that "it would take 
about 6 to 9 months' time to have our own manual." 

List of Suppliers 
8.5. The company has not prepared its own list of suppliers and gene­

rally foHow the lists available with the Director General, Supplies and Dis­
posals and the Director General. Technical Development. When open tenders 
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are not invited. the ~ whose performaace baa beeR found satisfactory in 
the past. a,re genorally approache.d for ol:taiDing supplies. . 

8.6. The Management informed Audit in January, 1970 as follows :­

"The wotk of preparation of List. o( approved suppliers for Heavy 
Engineering Corporation as a whole is underway." 

8.7. In this connection the Ministry bave informed the Commi~ that 

"The draft list of approved suppliers for Heavy Engineering Corpo­
ration Limited has been prepared centrally. After going through the 
formalities of advertising. calling upon the firms to register themselves 
as suppliers, after completing the qUl:lltiol1 of their suitability, etc. It is 
expected that the list may be ready for publication soon after it is 
approved by the management." 

(iii) . Maximum, Minimum Ordering Lel'els 

8.8. Excepti~ for 1500 items of stores (which is a small portioD of 
the total items), maximum, minimium and ordering levels have !tot been 
fixed so far. There is also no system in vogue by which the items of stores 
procured for specific work orders can be located in a consolidated manner. 
As a result when the work orders are carwelIed, it is Dot possible to ascertain 
the quantity and the value of stores procure4 therefor which cons~~Dtly 
beeome surplus to requirements. 

8.9. During evidence the Committee enquired whether there were no 
instances where the work of the Corpora&ioA s~red due to placement of 
late orders for raw material on a~t of the defective method of. keepia, 
inventories. The Chairman, HEC stated aa.JA:lllows ~-

"In fact it was a serious positioa. but betW'«n tbe last ODe and one 
and half years, we have improved upon it. Some regularly col1&umed 
items were not made stock items; we are taking steps to mak~ aU the 
regularly used items as stock itoIaI." 

8.10. 'The Committee asked whether· die Corporation was listinl out 
properly the stores. purchased whic... ,DOt utilised. The Cbaitman. 
Heavy Engineering Corporation while indicating that they are on the job. 
txplained in written reply aa uDder :' '>' . ~ 

"]n tbe Found.ry Forge Plant were the Maior raw materials required 
for production are of a repetitive nature. the maximum and minimum 
limits have been fixed and the recoupment of sucb items ism.acie·undtt 
Automatic Replenishment System. 
:. : f } ~: ,. "" ' ..•. • '. '~i ' r • i I : • 

kl Heavy ~"Baildial fI~ "-:b·ii 1Dain~· a .. jobbin, 
indusuy. _ MaDs NqUii'td wr.,pJIodUltillt Irtbfl.:n&:lK~ _tare 
~s ,Ute ptodllMlta SO· be.11aIl~_04 _ ·"i~ . Tbiw·· .. ISClJ! 'II1II"1.,: CO 

.. ,Htavy ·Wac., .TQOls ProJ_H~;;ior .taelbl of pdftal' c~~tfti. 

.' :Mle .• t~·I~' J~ D~ .sl.,.,.e· ~a.dmum.mt ~.tiimufll 
umits have been fixed-tor items whel'9 tea 'lJ'Iw~s.,_e:s~"'<l 
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The .number of items for which· limits have been fixed as on date is 
7,112 .. Action is being takentb explore the possibilitY' of co.nvetting 
more Items as "stock" items and f?r fixing the limits for, them." 

8.1 1. In respect of the cancelled work orders the list of stores procured 
for these work orders had not been prepared for a long tim~ and conse­
quently the action for their alternative use or disposal had not been taken. 
Till July, 1970 the Management had prepared the lists of stores procured for 
55 work orders out of 498 cancelled work orders and the lists in respect. of 
the remaining work orders were stated to be under preparation. 

In this regard the management bave stated that-

"A list of 417 canc.elledwork orders had been prepared. A thorough 
examination of this list was made and it was found th~t no prOCl1reOlent 
action was taken against 356 work orders, for which no Bills of 
Materials were issued to the Purchase Department. For 16 Work; orders, 
although procurement action was taken and stores received, y~t it bas 
been found possible to utilize the items against other work oJdcrs and 
in some cases the stores were disposed of. For the balance 45 work 
orders similar action has been taken, but the details are not r.;:adily 
available. " 

8.12. The Committee are surprised to find that the COI'pOralioo has not 
prepared its own purchase manual though it bas gone Into production in 
1964-65. TiD rectnt!y, the Corporation had no list of its own, of ~uppliers 
aAd depended upon the lists available with the Director General. Supplies 
and Disposals and Director General,. Technkal Development. 

8.13. The Ministry baTe adddtted flaatsuch a 'position Is not satbfaclory.' 
The Committee are conYinred that It'the Ministry -had been vigilallt, tb~ 
shortcomings in stores proc.mement work wonld have come to notice much 
earlier. The Committee hope that the compilation of the purchase manual 
and the. publication of list of sappllen will now be completed without any 
further delay. 

8.14. The Committee also find tht the mnimum, minimum and order­
ing levels had not heen fixed in the case of all items. The Committee note 
that there is also no system ia YDpe' by wblch the items 01 stores procnred 
for specific works could be located in • consolidated JDIlftIIeI". 

8.1S. The Committee have been told tIIat limits haveaow been fixed for 
7.112 items. The Committee feel that the Corporation should complete the 
process expeditiously in die call of ............. aucIl... wldch can be 
converted as ·stodr. i'ems'.so that duplkation of orders and annecessary 
purchases are avoided. 

8.16. The list of stores procured .. cancelled work orders bad not been 
.,....-ed for a 10 .. time ... CG ....... J die acdoB tor dIeIr altullmn 
ute or dispelal bad not ......... GIlt of·jM 498 CMeeIed ",ork·orders 
..... 01 ..... proaared for ..,. • __ ........ beea ,..pared til July, 
1970. AnodIer Iitt of 417 taIIGdId .... orden ......... ptepared 1IeW. 
Oat .. dIeIe ao deMllJ are iW,' ............ of 45 wedr ...... as ....... 
,... .?nt .. d""""ef~·-
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8.17. The Committee recommend that all tile cases where records are 
not available with regard to die procurement or disposal of matt!rials ~hould 
be investigated in order to fix responsibiUtytherefor. The List of Stores 
procured fOr work orders cMte11ed shOuld be completed without delay and 
sorplu~ stores identifiecJ with 8 'riew to avoiding further procurement of the 
same mateials. . 

8.18. The Committee would like the Corporation to evolve a procedure 
by which the contingency .for cancellatioll of orders is miaimised and in any 
case where an order is cancelled no u.. slwuld be lost in ensu~ that stons 
ordered for it are not procured to the extent feasible. 

B. Defective and III P,lanned Purchases 

'0) Unnecessary purchast! of portable hand operated swing boom cn,nes 

8.19. In January, 1963 the Company placed an order on a firm for 
twelve portable hand op~rated swin!t boom cranes at a total I.:O,t of 
Rs. 3,86,760 (i.e. Rs. 32,230 each). The cranes which were required in 
connection with the work of stores handling at the various project;; of the 
Company were to b~ supplied within 2 to 3 months of the date of thc order. 
As the firm could not make the supply within the stipulated period, an 
extension of time up to 30th December, 1963 was granted. Fiv~ cranes 
were received between September, 1963 and December, 1963. Tn August. 
1964 the firm informed the Company that, as the latter had failed to l'!1ake 
payment in terms of the purchase order, it would not supply the remain­
ing 7 cranes. 

8.20. The Management informed the Audit in April, 1967 that none of 
the 5 cranes received had been put to use. Two out of these were (kelar~d 
as surplus on 15th September, 1966. 

8.21. The purchase of the cranes has resulted in the blocking up of 
capital amount to Rs. 1.61 lakhs. 

8.22. In this connection, the Management informed Audit in (February, 
1967) as follows :-

"Out of 5 cranes received at Central Stores. 2 cranes were sent 10 
Heavy Machine Building Project and they were used for some time. 
These cranes had been passed by the Director General, Suppli.:s ;.nd 
Disposals' Inspectors before they were despatched to Heavy Engineer­
ing Corporation. After they were received here, they were found to be 
not fully suitable for our purpose. The cranes have been decl,V'ed sur­
plus to the rquirement at the Store Depots. The possibility of their 
being used in the production Department is under consideration by the 
Works Manager/General Manager (Heavy Machine Building Project)." 

8.23. It is seen that no records were shown to Audit regarding the 
utilisation of the two cranes referred to in the Management's reply. 

8.24. The Committee desired to know whether proper record:. were 
maintained to indicate the utilisation of the cranes. and the reasons for the 
cranes becoming surplus. The Management in written reply indiclUed that 
the "Matter is under investigation and report would follow." 

8.25. During evidence, the Chairman, explained that the HEC bad to 
place orders for cranes without thorough checking during the coDitruction 
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p~se and cODIIIequently the: c.anes purchuod became surplus aDei were not 
bema usa! at aU. H.EC was takillg action for their disposal. 

8.26. The C~1IIIDittee ftad .... die COIpOI'IdiOD pIIl'Clllsed 5 (DIleS ia 
1963 at a cost of lb. 31,l3O _cia. Tile maMar_at claimed abt 2 CI'8IIe8" 
were used for some time in the Heavy Machine BuDding Plant. No re~ 
were, however, shown to Audit regardinR the utiUsation of these two cranes. 
All the CI'8IIe8 8ft I,.. .......... in the stOft!f as tIIere is not lIt .. cll use for 
diem. What • ..,. sarprlsiIIa II that afcer 8 years of purdtue of ftlese 
cranes. the ...... is stili u .... hnestteatlon. 

8.27. The Committee suggest that the investigation sbauld.be completed 
without delay and they sfloalt be .... ormed as to why cranes were purchased 
without maid.. sure of their utility to tile Corporation. The COIII1IIit'H 
would also Dke the Corporation to intimate after investigation, whether any 
uf tile cranes is defedive and if so, fix responsiblity for not *teetnR the 
same at the time of illSpection and payment. 

(ii) Unnecessary purchase of tower cranes 

8.28. Under an agreement entered into in March, 1961 with a foreign 
firm for the purchase of construction equipment, the Company recciv~d 4 
tower cranes of 3 ton capacity each at a total cost of Rs. 5.42 lubs during 
the period from March, 1962 to March, 1963. 

8.29. One crane which was issued on 4the January, 1968 to the Fabri· 
cation Contract Division of the Heavy Machine Building Plant, was erected 
on 29th February, 1968 and has been put into operation with eff~ct from 
2Sth October, 1968. 

8.30. In a written reply the Management have informed the Committ~ 
that "the crane has been damaged recently. The boon was damaged. Plans 
are in hand to rectify the dane and put it into operation again. The remain­
ing 3 cranes, including the spares, have been lying (October, 1968) unused 
in the stores since the dates of receipt. No efforts was made to disj)08e of 
these cranes as the same had not been declared as surplus. The unnecessary 
purchase resulted in the blocking up of capital and consequential loss of 
interest of Rs. 2.00 lakhs (up to October, 1968) at the borrowing rates of 
the Company. 

8.31. The management have now stated that these cranes declared 
surplus in 1969. The Ministry -informed Audit (December, 1968) as 
follows :-

"According to normal Russian practice nf construction, Tower 
Cranes are used for construction of building and equipment which go 
side by side. Accordingly under the advice of the Russians, the Tower 
Cranes were procured as part of the equipment. According to Indian 
practice, erection of the buildings is done with ordinary erection mast 
which the contractors normally use with large labour force. 1l)erefore, 
they did not use the Tower Cranes for thei{ erection work ........ The 
Tower Cranes need large sleepers and rail sections which ~ve to ~c 
shifted as the Crane moves, and therefore:. it was found that It was not 
popular with our erection contractors fOf th.e type of building construc­
tion which we have put up in our HMBP" . 

• Accotdinl,to local verificatioD done by Audit one more crane was ercCttti thus 
Makin, tlte nuft\ber of cranes as ertettd 8. 2. 



145 

8.32. iI'he COIIIIdIttee W CotpOnIfioD JIUI'C*-1Id 
at a total' cost of • 5.42 iii 1962-63, 
coDaboraton, wittio« ~ oaf whether these be IISed by I'" 
erection contr8dot'S. cept lot one 01' two ,wIiIc were put into 
operation alter 5 years, die milii ..... c:raues JUrve ..ot put t~ 811)' use. 
The Committee deprecate that cranes ere not edIIred surplus to 
requirement ... cr no efforts were .'e to dispose theniof as soOn It it was 
known that these were no Iongel' required. The Committee w d like that 
the matter regarding the unnecessary purchase of cranes and the delay caused 
in their disposlli should be investigated and respoD ibiDty fixed for stlC:1r costly' 
lap es. Re~ meas~ should also be taken to see that such lapses do 
oot retur. TIre cblrimittee would lite Govermaelit/ HEC to nn-iew tbe 
{josition and take appropriate ac:ffOn for either pressmg into 5el"fic:e fM· 
tilne / disposing them fo other hblic Uncfertaki wJlo could pdt them to 
productive us~. 

(iii) Purchase of Two Used Cranes 
8.33. Tn 1961, the Company purchased at a total cost o,1l Rs. 1.67 lakhs 

two u ed cranes (one crane of 5 ton capacity and the other of 20 ton 
capacity) from the Bbilai Steel Plant for loading, unloading and shifting 0 
the matea-ials and equipments. Although the officers, who were sertt to 
Bhilai for finalising the deal, had certified the cranes to be in good condition, 
it was found oil their arrival at Ranchi that they requited overhauling befOre 
they could be put to use. After the necessary overhauling (cost of 9vcrbauI­
ing not ascertainable) , the cranes were commissioned on 26th JulY, 1961 
(5 ton capac~ty) and 20th September, 1961 (20 ton capacity). Up to· 
January, 1963 these were used for ,063 h(jurs and 300 hours only as againsr 
thejr available life of 1,900 hoUrs (5 ton capacity crane) and 9,67..6 hours 
(20 ton capaCity crane) respectively and have since been lyin~ in a dis­
mantled cond~tion till March, 1970, when these were sold at a loss of 
Rs. 16,800 with reference to their book valuCl or Rs. 87,65~ with rj:f\lrence 
to their residual working life. 

8.34. The Committee enquired whether any responsibility bad been 
fixed for purchasin8 defective cranes. They further asked as to why tho' 
cranes e,rould not b fully utilised after nece~ ary over-hauling. In a written 
reply, the management have furnished the following information:-=-

"]n order to meet the immediate demand of construction and erection. 
work the two cranes ftom Bhilai Steel Pro.iect, which were in working' 
condition were obtained by the Corporation. The cranes could not be 
used immediately after brln~ing as these required certain repairs as is. 
common with the used equipments. In the ab ebce of pares, tools and 
operating al).d maintenance manual the repairs could not be carried out 
quickly. 

From the position tated above', it will be seen that the cranes were 
not defective but certain repairs had to be carried out before uso. Hence 
the question of fixing responsibility has not been taken UP. 

After the acquisition of .these cranes, construction equipment&­
ordered by H.E.C. started coming in aod so, necessarv work was under­
taken by other construction equipments keeping the two cranes in que -
tion for emergency work. A technical survey of all the equipment was· 
made in 1966, when the two cranes in question were declared for dis­
posa] as further repairs to the cranes were not economical." " ," 
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60n purc:b~s d two used 

(iv) Purchase. of Jib Cranes 
I II • • 

8.36. Durin the period from Janu~ry 1965 to February 1966 an 
August, 1965 to August 1966 th Comparw purcha ed 67 ,ooe ton and 22 
two-ton pillar type jib crao s at a cost of R . 8.36 lakh lln~ Rs. 3.09 lakhS 
respectively, for installation in different shoPs! of the Heavy Macliin Building 
Plant although according to the Project Report these cranes were required 
for u e by January, 1964. 

8.37. As regard the two-ton cranes only ,18 out of 221 cranes were 
erected upto June, 1969. , . I 'r 

• • I r 
8.3 . The Management have now informed the Committce that tb 

remaining 4 two ton cranes were erected before 8-12-69 in ~bc Stmctural 
Fabrication Workshop. The J~b Cranes were load tested ouJ found 
-satisfactory. I 

8.39. The Committee enquired as to boW' the management iustified the 
purchase of thes~ cranes 0 muc}l in advance of the reQUirements. In a 
written reply the management have stated as under :-

• 
"These Jib Cranes were required for the Production Shop of Heavy 

Mac ine Building Plant as per the detailed Project report by the Sov,jet 
authorities. The HMBP was to be erected in 2 stage i.e. 1st sta\Ye fo 
capacity of 45,000 tonnes and second and final stage for a cag,acity of 
80,000' tonnes. HMBP started production in 1965 itself and by that 
time most of the work of 1 st stage had been completed and also part of 
the 2n9 stage. It will, therefore, be seen that the crall~S obtninc<;l during 
January 1965 to Augu t 1966 were not procured very much in advanoe 
of the requirements." . , 

8.40. After erection of a one ton crane, it was found on 28-2-1966 that 
due to faulty design four persons instead of one were required to operate 
-each of these cranes. The erection of the re,maining cranes was, therefore, 
-stopped and these have not been used so far (January) 1970'). 

8.41. Tbe !fefect in the design had been noticed as early as 28-8-1964 
i. . before (be drawings were approved but it was felt at that. time that these 
,defects I:ould be overcome by providing ufficient lubrication in the ,:bearings 
.and the C. J _ Blocks of the cranes. , 

8.4Z. On 29-9-1967, the Company decided to carry out the modification 
in the cranes at an estimated cost of Rs. 1.15 luhs to be shared equally with 
the suppliers. The work is, however, still iq the preliminary stage. 

8.43. Tl)u th~ purchase of defective cranes (one ton craqes) anei their 
procurement much in advance of the actual requirement (two tqn cranes) 
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}las resulted i.n the blockin~ of capital and loss of interest thereQn. ~e 
Management Informed Audlt (January 1910) as follows: 

"The design of the Jib Crane .... • ... was referred to the Chief of 
Soviet speciaJists. He advised certain modificatioDs which were also 
accepted by the Deputy C. E. and the Chief Project Officer. The 
sample Jib Crane was also inspected and certified as satisfactory by 
an officer-of the Direc.tor General. Supplies and Dispo als." 

8.44. A regards the fixation of responsibility, it has been stated that 
• the matte[l was fulJy investigated by O. E. (Projects) and after careful 
consideration of the case it wa decided by the Chairman that the question 
of fixing of respon ibil~tv did not arise .•........ . ..... ". 

8.45. The Ccmmittee enquired as to how tbe earlier expectation turned 
out to be inaccurate. They further asked whether modifications had since 
been carried out and whether the cranes had been .put to use, if not, why 
it wa taking so much ,time and how the work was being carried on in the 
absence of these cranes. In reply the management hav~ furnished the fol-
lowing info'r1nation:- • ~ 

I 

" It was earlier anticipated by the SoViet DeSigners and Our de igners 
that by lubrication of the bearing surfaces and C,.I. BLock. t)1e ct·anes 
could be operated successfully, these being only 1 ton Jib Cranes. 
It was also thought that QY this arrangement import could be avoided 
as the bearings required had to be imported. In actual practice it 
wa however found that a modification would be necessary inVOlving 
the provision of a "Taper Roller Bearing." As these bearings were 
not available indigenously, an, order for: the e ha Peen placed in 
USSR and the receipt @fi the bearings is awaited. The modification 
will Pc carried out an~ the cranes will be put to use in about 2 months 
time after receipt of the Bearings. In the meanwhile the work is 
being carried out by existing E.O.T. craneS in their place." 

8.46. T~ Committee find that the Corporation purchased 67 one ton 
pillar type Jib Cranes during January, 1965 to Feb., 1966 at a cost of Rs. 8.36 
I even though a defect In deSign noticed when the dl'8Wj~ were 
llpproved in 1964. 'I'h.e ColDDI.IUee e now informed the neces.tary 
modification will now be 'camed out "with the help of "taper Roller Bearings' 
which are bei~ imported from USSR and the Craft wiD be pot to nse in 
about two months time a receiptor the beariDlS. 

8.47. Th.e Committee consi'" that the delay caused in carrying out 
nece ary modifications in the cranes is hardly justified. The Commlftee 
desire that the matter regarding pOrcha e of defective danes in advance of 
actual requirement and for not carrying out the modifications wHldn a 
reasonabfe limit of ~e resul6n2 in blOCkill2 of ~pital and Jo s 'of interest 
thereon need 'further exanliriatlon with a View to fix responslbnlty ,for the 
lap es, if any. « I 

\ 

(v) Unn~cessary Purchase of winches 

8.48 . During the period from December, 1963 to July, 1965 the 
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Company. purchased the following winches:-

8 ton winches .. 

S ton winches .. 
3 ton w~nches . . 

. " 

. , 1 no. on 31-12-1963 
1 np. on 5-5-1964 
2 n:>s. · on J 7-7-J 965 
2 nos;' on 3-6-1964 
2 /los. on ,12-6-1964 
2 no~( on 23-5- 1964 

8.49. None of the wincQ,es received has been put to use till Jun~. 1967. 
r I'.; 

8.50. The purchase of, 10 winche at ,a cost of Rs. 4,30 lakhs which 
bave been lying idle thus Jacked justifiCation: . . 

, 
8.51. It may also be mentioned that the Company bad already in stock 

34 winche (21 nos. of 5 too winches and, j 3 llOS. 9f 3 ton winches),' which 
had been imported .from a foreign country ,iQ A,ugust, 1962 and were lying 
unutili ed since. It i , therefore, not clear why the Company purchased 
2 nos. of Stan wioches and 6 nos. of 3 ton \Vipc)Jes. 

• , " • t \ ' ; 
8.52. The Committee enqujred about tlle reasons Jor such purchase. tn 

a writteo reply the management have stated that: 

, hAt the time of purchase of diese winch there were 4 plants under 
this CorporatiOn including the Coal Mining Machinery Project. The 
total No. of winches required ror constru¢tion were as per tbe recom­
mendation of the ' cpU abor ator ,for all thr 4 pro.ject ." 

8.53. As regards the utilisation of winches the management have stated . 
as under:-

'''Out of 10 wil,lches purcbaseq, 8 win~bes have al,:eady been issued 
to the ' shops and they are being utilised. The two winches which are 
in the ~tor~s have not been issued as *ere is a dispute over the p'aYIJlent. 

" , 
8.54. As on date, there are 25 wincbe in stock: A <::ommittee has 

been nominated to investigate in detail about the ' purchase of winche and 
after the Committee's report is received the necessary 'nformation will be 
furnished. " 

• 8.S5. l'he ComJDiUee au: SW'prised to note that the Corporation pur­
chased l nos. of 5 ton w and 6 1fOS.. of 3 on winches in 1964 although 
21 nos. of 5 ton wintJte aad 3 Nos. 3toa winches were already in tode, 
and ,..,ere lying unotilised since Aogu t, 1962. In addition, the Corporation 
purchased 2 nos. of 8 ton wioqlaes dmjlllt 1963 -aDd 1964. At! -on date there 
are in all 25 winclJe in stock. Although the winches were purchased as far 
back as i,Q 1.962, 1963 and 1964 an enquiry Committee has been appointed 
only recentl to investipte in detail about the- unnec:essary purcll.ll e of 
winches and it is still to sllbQlit the report. The Committee would like to be 
p'formed about the finding of the investigating ,Committee. 'They Would 
ea1so like to be fDm~ wiUt a ~t inclic:ati~ the period: (OT which 
each of the win. w lyine 1Inutili~ and, what bad bee .. the, estimated 
los on account of such an iU-pianned purchase. 

(vi) Unnecessary purchase of hose pipes 
8.56. During the period from September, 1964 to December, 1965 the 

Company purchased 37,641,84 meters of hose pipes of various sizes at a 
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.total cost iQ;: ',2;1. )~s f Jlf u . 
the equip~. OJ.Jt ·of the Y 12,424.84-
lakh were utilised up to 7th September, 1968. 

.. • ~of , ' . 
8 .. 57. In November~ 1966 the Company declared 17.669.5 metres of 

bose pi~'s (receivoo'during 1965), valued at J(s. J.:3 5 laRn a$ surplus tc;>'its 
teqmr;emeof. 'A ..Illst of . the surplus nose pipes wa tber~aft~ circulated to 
,ofhet ~~tmrient 'Undertakings, As no Undertakint ho ed: any jnter~ t 
in purchasing these hose pipes) the Management propo ed in June, 1968 
to dis'pPse, of. tqese}h,rou~ ~pe~ .tender. 

~ 8.S8~' It is' understood thaf'19,024.()2 metres of these pipes are still 
lyirtg 10 st6res (including tbo e de lared surp its)'. .9vt · of t~e s\l!'Plu pipes, 
4,656.80 metres only were dispos d of by abction on "28-3 .. 1.970: (In oth r 
words the entire quantity lying in stores repre ot the e pipes whicn have 
been decla.red sllrp)us), 

.$9. e unnecessary purc'base resulted in the blocking up of Rs. 1.35 
Jakbs witli loss of inter;est of Ri. 37,300 thereon up to February, 1969 at 
·the bOrro jng rlit.es of' the Company. ' 

I ,t, f t 

8.60, The Ministry informed Audit in February, 1969 as follow :- , 

"The bose pipes wer~ mtended for cO"'tinuous use 'by'various sections 
.of the ;P~an for off-take pvec ,a pec~P9 of time t~wa~ds our ta,rgeted 
produ~~ion of 80,000 tons. As activities of tbe shop have no~ 
grown up to the desired level tbe hose pipes could ,not be utilised tQ 
the expected extent. These pipes cannot be used now under the 
present manufacturing programme and tbeir use in the immediate 
future is also not anticipated." 

8."61. Tbe Committee enquired the reasons for wbich these pipes were 
-declared surplus to the requirements and why immediate actipn was not 
1aken for disposal of ~he urplus. The Mana ement explllined that "The 
-items were decJared surplus as they were found to be slow-moving; h:Ow­
ever, efforts were made to see that thc e pipes could be 'Utilised in vadou 
projects of the Corporation and after tbis examjnation and further utilisa.-
tion the itel,l1S were declared. surplus for disposal." -

1he Mll:Dagement i~rther stated that these pose pipes were tendered 'for 
·sale by advertisement on 17-3-1969 without any result. In April, 1969 the 
list of surplus. ho e pipes were circulated to Railway and attempt was also 
made ,to sell ~e.m through Public Auction on 28-3-1970 .. In spite of these, 
the hose pipes coul(l not be disposed of. As on date, 8378 metres length 0 
bose pipes were pending disposal. The Survey Committee is reviewing the 
items for recommending further action for t.heir disposal. 

8.62. The CO,mmittee are intrigued to find that it bas not been Ifound p,o .. 
·sib1e to dispose of the surplu 13,024.02 meues of bos pipes even by public 
aU(tioD. '.('his raises some doubts about theienuinenes qf fhe quality of the 
flo e pipes purchased. The Comm.itt.ee would therefore suggest that die 
..entire transaction should be tborooghly investigated to detemune how such 

xcessive p~lulse, far in excess of the requirements wa ~e and wbether 
.the ,normal procedure of calling ~r teDde ,placin2 of order, in pecdon, 
purchase aud ,cart!luI storage was followed. Responsibility ...,uld be fixed 
:for the lapses aDd remedial measures taken to eD5Ul'e ~ it does not reeu,. 
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' •. 63. n.:c-"te .... '..., ....... orts 1IloaId~"" to be 
... to ...... the •• knee ........... wItb08t deIIM; •. 
(vii) Purchase 01 Oval Covers 

8.64. In anticipation of auy specific orc:lcr, the Company entered into a 
contract on 29-4-196S with the USSR authorities for the suppJrOf c0m­
ponents (with oval ~vers) for ladle cars. The supply was CQIIiPlOJed during 
22-6-1965 to 28-11"-1965. 

8.65. On 7-9-1965 the Bhilai Steel Plant placed orders for 10 iron ladle 
cars (as part of the order for 6th B~t Furnace equipment) withcyliadrical 
covers ~ of oval covers. As a result, oval covers ~ 12.905 
M. tons and valued at as. 68,847 have been lying unused, With DO future 
proapect for their utilisation. 

8.66. The Management informed Audit in January, 1970 that the com­
ponents were imported for use in tbe manufacture of stlUJdard equipment 
at that time included in the production programme. The Bhilai Steel Pla,nt 
bad received ladle cars of identical design from the U.S.S.R. but on account 
of certain difficulties experi~ced during their utilisation, it ask~ the Com­
pany for supply of ladle cars' with cylindrical top. By that tiae the Order 
for the components had already been finalised with U.S.S.R. 

8.67. The Committee enquited a,s to how it was proposed to utilise 
these oval covers. The Management stated that "it is proposed to dispose 
of these oval covers". 

(viii) Purchase of Induction Motors 
8.68. During February, 1964 to January, 1967 the Company placed 

24 orders for the purchase of 379 induction motors, (including one order 
fOr 200 motors placed on 31-12-1965) to be utili~ in the manufacture 
of different items to be taken up by the Heavy Machine Bolding Plant. 
Out of 330 motors valued at Rs. 5,14,197 received, 38 motors valuing 
Rs. 48,691 have been issued to works so far (including two motors lost by 
theft from a shop), 24 motors costing Rs. 52,67Q have been sold to a 
Government Undertaking in connection with a work order placed on it, and 
5 motors valuing Rs. 9,791 have been sold to other Government Under­
takings, thereby leaving 263 motors valuing Rs. 4,03,045 still in stock (May, 
1969). 

8.69. The 200 motors ordered on 31-12-1965 were meant for utilisa­
tion in the manufacture of 5-Ton EDT Crane Trolleys taken up by the 
Companv without any specific order in hand. The work for the manufac­
ture of these tro.J)eys were suspended in February, 1967 after an expenditure 
of Rs . .2,98,984 had betyn inc;urred thereon. A Committee I,Ippointed in 
1 aauary. 1967 recommended the cancellation of order for 160 motors but 
tlJeorder for 47 motors only could be cancelled . after paying a 'compensa­
tion of Rs. 1,900 to the suppliers as by that time balance Quaptity had 
already been received. ' . , . 

8.70. Out:()f 177 motors reeeivedae:Qinst the remaining 23 'otders for 
119 motors. 25 motors valtiedat Rs'. '10.230 were to be utilised: in the 
mariufactu~6f pig casting m8chines:but could not 1)e used ~ slntftal' _bet 
ot motors had ~n lmpbrted 'llongwith 'otbet equit;ment. " " '. '. ' 
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8.71. Open tenders were invited on 11-3-1969 for the sale of surplus 
motors but there was no response. Out of 263 motors lying in stock, 49 
motors were issued to shops up to Dcc:ember, 1969 but these are mostly 
lying unused. 

8.72. The Management informed the Audit in January, 1970 as fol-
lows:-

"Since all the surplus motors are s~andard crane duty induction 
motors, these are expected to be utilised in future design of cranes 
............ A Committee has also been set up to enquire into 

tho circumstances leading to the placing of order for 200 induction 
motors. . ...... and also to consider the question of utilisation or 
disposal of the motors lying surplus in stock ........ ". 

8.73. The Committee enquired whether the enquiry Committee had 
completed its investigations if so what its findin&S were. In reply the 
Management have furnished the foltowin2 itifontlation :-

"The enquiry committee has comoleted its investigation in July, 1970 
in regard to : 

I. Whether any officer/officers could be held res.ponsible for the 
purchase and acceptance of supply of these motors largely in 
e;cess of the quantity actually required by the Corporation ? 

II. Coosider tQe 9.uestion of utilisation or disposal of the motors lying 
surplus in stOck and to give their recommendation for the same. 

8.74. The Committee in its report has stated that "it is not necessary to 
hold any officer responsible for purchase of the materials as the decision to 
manufacture the standard cranes and subsequently to stop production of 
such items were based on general business .principles." 

8.7S. The recommendations of the Committee for the disppSal of 
motors now Jyingsurplus in stock are : 

(i) A party consisting ,of an officer from Stores and PuiC~ Oi\li­
sion and 11 re'preseritative from Electrical Design of l{MBP may 
be sent to 'the various ,steel plants and other respectiv~ buyers 
in order' 'to expiate the possibilit,ies of disposing the motors' 
which may be required by them for maintenance and other' 
PUl'J'O~s. 

(ii) Some' of the leading manufacturers of Diotors or selling agents 
may be approached for seIling these motors either on acOm-
mission basis or with the stipulation they may selI this at the 
cnn;-ent market price but reimburse the HEC with the 'actual 
cost, etc. , incurred by us if reasonable price's are forthcoming 
taking into consideration the toss by way of storage etc. 

(iii) The particulars of the motors can be given to Bokaro Steel 
Plant, etc. so that they can examine for future utilisation. 

(iv) Garden Reach Workshop may be pursued once again to review 
the present position dnd take over these motors fOr use by 
them if necessary by modification, etc. 

(v) Bhar~t Heavy Electricals Ltd .. and NGEF may also be given 
detatls of the surplus motors so that they can divert to HEC the 

11-IS8LSS/12 
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enqJJIJle o( orde( they m~yIeceiye for similar. motors from 
thejt eu tqm s in future. 

(vi) Target dutes may be fix, d for replie ir m va{ou parties \ hcn 
references are made. 

(vii) A second attempt may also be made concurrently to sell the e 
motors to the Crane ManufacturQrs in the country. 

(viii) If the a1te(nativ~ given abo,ve do not produce result" we may 
resort to public auctio~. AIJ the actions recommended above 
sh uld be taken, simultane lIsl to ,the extent possible." 

Action bas been taken in ~wco~da,n.ce with th~ above recommendations 
of the CommIttee in respec~ of disposal at' th~ Induction Motor~, As this 
has not produced any resuit an adverti ed tender had been issued and opened 

Tl 10-11-] 71. The re pon e to this tcnd r al 0, howc;.ver, is pqor" 

8.76. The Commi,.Uee find that ~e pm-chase of compOn~nts (with oval 
cQvers for ladle cars) in anticipation of specific order re ultedl in au un­
nece sary accumulafiOn of capital to t extent -of Rs. 68,847. The Com­
mittee have been informed' that there is no prospect 01 their uJilisatiOD and 
it i proposed to di po of tbe oval cover, . 

8.77. The Commit(~ also no~e that the C rporatiQI). had plll~ed all order 
f01 379 incJ,uctiq".mc(or , out of whicb 330 motors valued at Rs. 5.~4.197 
werA received. Order for 47 motors had to be canceUed .after p~"Jng a 
compeasation of Rs. 1,90& to the supplier ' as by thee time balance quotity 
hi'" alJ'eady beenrece~ve4. 29 motor were sold to otbeJ." Coyefnllumt un4~r­
taJQ.~., 2~ motors valued at Jls. 4,03045 wert} lying}n the ~fock. , 

8.78. The ColllDlittee ~ere inform~ .~at an Enquiry Committee WIli et 
up to find out the circumstances leading to the p1acill2 of orders for induction 
1no1:or8 and also to consider tbe question ot utilisatiQll lor dispu!j,ill of , bc 
motors Iyin~ surplus in stock. In accordance with tMJJDeasu.-es $.~~t~ 
b~ ~ Ea4uror C~)JI"niUee . actio~ w~, cak~ .. to, approach o"'er PU~4 Under­
tald. jnd~~i~ the .Bokaro Steel, Garde.. Reacb Wprksbop ·and Bbarat 
~ ~ ~~s Ltd., for the sale of the ,mptQrs but without-~Itv .result. An 
advufjied,!encler w also issued ~O'f~ ,tb end, £las. year but tJle respon e 
h s b~'popr. " 

8.79. The Committee are of the opinion that undue has(t} was shown in 
placi .... the orders for induction motor without examin~ their actual 
requiremeat . 

8.80.· The Committee, therefor sugge ,t th t the matte, 'bould be inves-
ijgate4. ~er and ,re onsibUity for th. , if any, ~ IJeI ixed, 
inter-alia ,fincliam out the ,rt\8sons ,for.th non-dispo al,of tbe 10 tor. 

(ix) Purchase 9f.Mqnila R.opes 
8.81. In M chJ 1965, 4,846 kg . of Manila rope valued at Rs. 18 ] 73 

ph sale tax :and freight were purchased from a firm. Out of this 4.500 
kgs. were rejected on 8-4-1965 on , in pection bec8l1 e of inferior quality, 
On 6-7-1965 the nml;:. Tnspecting ,Officqr, ,however, accepted the rejected 
ropes provi ionally' and recommended 0 per cent. payment. Accordingly, 
a sum 0 Rs. 14,f08 was paid to thc 'uppliers on 28-7-1965. 
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8.82;' In July. J,966; tho ropn' were got tested By' thtGovernmcnt Test 
fJ<JUse, AHpotc, CalcO'ttawlridtoccrtificd that thero,es' were\ 'far below the 
required specifications and','Dl! this' basis lhe same Inspeeting \ OfIaer finally' 
Tejected On 27-8-\966 the entire quantity of 4,500 kgs. of Manila ropes 
which"isstiIrlying in th~8tores (January, 1970). 

8..83. The Management'informed Audit· in January. 1970 as follows :­

"The case waD referred to the sole arbitration of Chairman. HeaV\' 
Engilleerin~ Corporation who l)as given the award in favour of the 
supplier. However, •. he wanted further investigation as to ascertain 
the reasons for delay in getting the sample tested from Government 
Test House, Alipore. This is being done." 

8.84. The Committee enquired as to what were the main reason~ for 
which the award went in favour of the suppliers. In a written reply the 
management have stated as under :-

"The main reason for which the award went in favour of the sup­
pliers was that there was a delay of one year in seriding the sample for 
test to National Test Hou!;c, Alipore. In view of this, the' suppliers 
contention that the material was of a perhihable nature and liable to 
deteriorate with time, was upheld by the arbitrator. 

8.85. The Committee enquired whether further investigation had ~ince 
been completed and if so, what were the findings. The Management have 
furnished the following information :-

"An enquiry officer was nominated to investigate the case. The 
Enquiry Officer came' to the conclusion that, the concerned Store.Keeper 
and an Assistant Purchase Officer were rcsponsible for this inordinate 
delay. The Store keeper is however no longer alive and the concerned 
Assistant Purchase Officer has' also left the service of the' Corporation," 

8.8~. The Committee enquired whether any action was taken against 
{he Inspecting Officer who accepted the already rejected ropes and rCCJnl­
mended 80 per ccnt payment. In a written reply the mallagt.!01ent have 
furnished the following information :-

"A Committee consisting of 3 seni9r officers were asked to inspect the 
material and give their recommendation, In their joint not~ the (;llm~ 
tnitlee recommended prOVisional payment of RO% and payment of 
balance 20% subject to the material bcing found suitable' af~er lest in 
Natjonal Test House. Alipore. The Jnspedting- Oflicer who subsequentlv 
signed and released the inspection notl! recommending 80% payment did 
so in accordance with the recommendations of the Committee. The 
question of tnking action against the Inspecting Officer does not therefore 
arise; 

8.87. The Conunittee find that In 1965 tile COfPQl'atiuli purchased 
4,846 lcs. of Manila Ropes valued at Rs.18,173. Oat .f these 4.500 kilS. 
were rejeae4by an ~ officer because of inferier' qU8Jity. The 
Committee are surprised that the satRe InspeetillJ! ofticer accepted the rejected 
ropeS'and -refOlDlRended 8& per cent paJIII_. ' TIle CollllBittee :Ire informed 
tha& the' ~til1£ ~cer' did ''SO on the basis ·efthe tecomfneudatmn of a 
Collllllktee consistine of 3 senior officers who were asked to inspect the 
material. The ropes were Rot testecJ In Goverftnaent Allpore Test Hou'le In 
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1966 and found to be f. below the required specifications and un this basis 
the same had been rejected by the same inspecting otIlcer in August, 1966 
and the eldire quantity h seated to be lying in stores. 

8.88. The Committee consider tbat neither the inspecting officer nor 
the Committee of 3 senior officers have acted with a full sense of responsibUity 
and this resulted in an injudicious purchase of Manila Ropes which eould 
not be disposed of. 

8.89. The Committee are constrained to find how these ropes came to 
be later accepted and paid for and how the sample of the rope was not sent 
promptly to the Government AJipore Testing House. De Comm;ttee would 
like these aspects to be enquired into and responsibHIty fixed for tbe lapses. 

(x) Purchase of Electrodes 

8.90. During the years 1964-65 and 1965-66 the Heavy Machine Buil­
ding Project purchased 59,40,928 nos. and 22,632 kgs. of electrodes of 
different kinds valued at Rs. 13.71 lakhs and Rs. 1.04 lakhs respectively. 

8.91. Out of these, 13,57,900 nos. and 12,374,75 kgs. of electrodes 
vulu\!d at Rs. 2.65 lakhs were declared as surplus to requirement on the 
basis of an assessment made in June, 1966 by a Committee which was ap­
pointed to review the stock position of electrodes. 

8.92. As on 15-10-1970, 2,19,690 nos. and 16,113 kgs. of electrodes 
were still lying in stock (i.e. even after a lapse of nearly 5 years). In reply 
to this para the Ministry informed Audit in February, 1968 that the matter 
was under examination. 

8.93. The Committee enquired as to what were the reasons for declar­
ing the electrodes surplus to requirements. In a written reply it has been 
stated that "These items were declared surplus as they were slow moving 
items:' 

8.94. Jt is understood fronl Audit that 4,28,180 nos. and 2,297 kgs. of 
c1e~trodes were received in stores after June, 1966 i.e. after the Committee 
declared a portion of the electrodes as surplus to the requirements. The 
Committee enquired whether it was Dot possible to cancel the orders for 
these electrodes. 

In reply it has been stated that "Electrodes received in stores after 1966 
wen: of different type to the one already with us". 

8.95. As regards the latest position regarding the disposal/utilisation of 
these surplus electrodes, the managemcl\t has furnished the following infor­
mation :-

"At present we are left with 71.160 nos. and 12,374.75 kgs. elec­
trodes. All 71.160 nos. are expected to be utilised internallJ ,and the 
supply of 12,374.75 kgs. is under dispute with the suppliers."'" 

8.96. During the period from 14-1-1964 to 27-7-1964, 12,61~.25 kg$. 
of continuous wire electrodes valued at Rs. 32.712 were purchased from a 

, • AccOld;ing to IIJC"I veri~tion dlmc by: Audit 'full '~ayment tior these electrodes 
h~l~ ;llr~,;dy been mad ..... 
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Sombay firm for use in the fabrication of structural in the Heavy Machine 
Bullding Plant. Accordiag to the purchase order all the electrodes were to 
be inspected by the Director General, Supplies and DispOsals before pay-
ment was to be made, but only a sample test was carried out and inspection 
~erti.ficate was issue:d in December, 1964; full payment was made in January. 
1965. 

8.97. When more samples were tested in July, 1965, the electrodes werr 
l'oLlnd unsuitable and it was decided to carry out further tests. A~ a result 
'Of further tests conducted. in January, 1967, the electrodes were found of 
poor quality and not conforming to the specifications. It was, therefore. 
decided in June, 1967 that the suppliers should be requested to take back 
the materials and jf they declined, these should be sold by auction. The 
electrodes have not been disposed of so far and a qua,ntity of 12,374.75 kgs. 
(the balance having been consumed in testing) is still (January, 1970) 
lying. 

8.98. A repeat order was placed by the Foundry Forge Plant in June. 
1964 on the same firm for the supply of electrodes, of identical specifications 
,aod a quantity of 12006.25 kgs. was received up to July, 1966 (8053.30 
kgs. up to JUDe, 1965 and the balance there~r). The entire quantity is 
lying unused in stock. 

8.99. While payment amounting to Rs. 20,376.85 for 8053.30 kgs. of 
-electrodes has already been made. the payment for balance quantity of 
:3952.55 kg.~. still remains. tQ be made. The payment for a quantity of 
J 157.8 kgs. was made on 22-1-1965 even without the receipt of inspection 
tertificate from the Inspection authority while payment for 6895.5 kgs. was 
released on the hasis of an inspection certificate during 27-8-1965 i~sued 
'without proper tests which could not be conducted due to non-receipt of 
.:orrect samples of fluxes from the suppliers. No certified Receipt Voucher!; 
':Was, however, obtained from Stores Department before making the payment 
-although the same was necessary in accordance with the conditions !;titm-
'lated in the purchase order. (The C.R.V. was not issued by the depart­
. ment due to the supplier's failure to furnish guarantee certificates). Thuo; 
the lack of co-ordination between the two plants of the Company and is.cme of 
Inspection Certificates without proper tests/payment without inspection. 

ha.s resulted in the purcha,se of further quantity of electrodes of substandard 
,quality. _ 

8.100. In November, 1968; the Director (Co-ordination) of the Com-
pany ordered. that the matter should be investigated to find out whether 
there were any Ilaws in the procedure and the responsibility fixed (or making 
payment wi~out proper certificates. The investigation has not been 
~ompJeted so far (January, 1970). 

8.101. The Management informed Audit (January. 1970) that the 
-11aller was referred to Arbitration but the supplier has taken legal steps to 
:get the proceedings suspended. 

!U02. Ina written reply the management have now informed the Com­
mittee that "The investigation could not be started as the relevent files 

. could not he made available as they were required for the purpose of 
arbitration. Subsequently the files were required by the Lawyers in con­
nection_~\th th" courtcll;Sc = suppliers in .. Bombay Court. At present. 
the arbitration has. been s . by the suppliers lind the whole matter 

)s pending in the court at Bombay." - . 
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8.103. ,During evidence ·the Committee enquired as to what was the 
dispute and. why the Party had . gone .to the Court. The Chainnan! MEe 
replied that the Corporation asked' the party to take back the defective 
ele~trodes for which the party refused and had gone to the Court. The 
Committee enquired whether the electrodes were beyond repair. In reply. 
the witness stated that "they are not repairable". 

IU04. The Committee enquired as to why the payment was made if the 
electrodes were rejected. The Chairman, HEC !;tated, "if we buy these 
things through the D.G.S. & D., then the inspection of the DGS is not final. 
We pay 0,:\ the basis of the inspection note of lhe DGS & D. 

8.10S •. The Committee iAd that in 1964 the Corporation purchased 
12,614.25 kgs. of continuous wire electrodes valued at Ks. 32.712 frOID a 
Boaabay firm. The payment was made on the ba!>is 01\ an inspcc&ioo certifi­
cate issued by IlGS&D. D.G.S. & D. carried out only sample test although 
they were required to test all the electrodes. In July, 1965, the electrodes 
were tlound to be unsuibtble. Farther tests were carried out after abou1l one 
and balf years. A repeat order was placed by the Foondry :Forgc Plant in 
June, 1964 on the same firm for a quantity of 12006.25 kgs. Payment for a 
lluantity of 1157.8 kgs. was made without the receipt of inspection certificate­
from the inspection authority and payment for 6895.5 kg .... was released on 
the basis of an inspection certificate without proper tests. No certiijcatc 
receipt voucher was obtained from the stores department before ~king the 
payment. The Committee, rewet to note that due to lack uf coordination 
between the tw~ plants ~ &he Corporation and due to the issue of inspection 
certitkates without proper tests and payment without inspection ha. resulted 
in the purchase of eJecflodes of substandard quality. It is significant to note 
that even after about 7 to 8 years of die purchase of the defective material 
the Colporation has not been able to start any investigation in order to find 
out. flaws in ,procedure ~ for fixing r~ibUity. Accordlna to tlu .. 
Management the investigation could not be started, as the relevant files could 
)lot be made available as they were required for the purpose of arbitration. 
Sub6equentlv the files were r,equjred bv the lawyers 'in connection with the 
court case filed by the suppliers in Bombay Court. 

8.106. The Conunittee. fed, that the whole matter s~cks of serious irre­
~ularities in the purchase procedure. They also deprecate that the ruatter 
has .been ~lIowed to I~nger. on for years without fixinl responsibilit!, for ~uch 
,,-oss lapses. The Co ..... ttee weald like .the Corporation to pinpoint irre­
gularities In ,the transadions. fix: responsibility and take remedial rnea~tll'C9 
to f)in'iate recurrence. 

S.l 07. The Committee are greatlv distressed to find that such a .larRe 
unmbel' of caM!S of defective and iII-phmne4 purchases should have occurred 
resulting in loss of. severallakhs of ru,pces to the Corporation. Apart from 
the loS-ii, the Committee are ~rcatlv exercised about the procurement an41 pur­
(.'base procedure in the Corporation which ha.~ made pO§.'iible such gJ'O"s 
irregularities. The Committee would, therefore, stress that thlCl and all other 
case" of irTeauJaritles in stores "hoold be dO!iely allah' sed with a view to 
idt'ntify the sbortcomln~!I and deficiencies in the procedure alld to rectify the 
!lame witlmut delay. 

8.108. The Cqm..u&&ee w.,uld also . like . the admiai.~rative MiRiltrv· and 
thl~ Bureau of Public Enterprises to take spttdal inte .. est in the ma:ter'of ·stOEC.'t, 



Dlaaagemcnt' (or the COnUnittee-fta'fe 'mlite aCrOss aU too fr~~n"y saleh 
of defective 'and ill.planned purchases 1\1dc:h are ynaptomatic of a •• r 
tria . ' GoWrruncnt should ensbre-' tIult officel."s ","0 arc inifiall.y put in 
Cb8tge of tore and procurement are person of experience) Jlnd/rovcll iDle. 
gHty So as to give a ~oond start in the RlBtter of inventorie an procedure 
for! pdf'Cha e etc. to 1he Ubdertaking. 

C. Inventory Conlrol 

8.H)9. nle Tnv ntory of the Co\npany . t od at Rs. 28.47 crotes, 
R , 28.87 ctores 'and 'Rs. 29,87 crores a on 31-3-1969, 31-3-1970 and 
31-3-1971 respectively. Thc value of stores in stock in these years repre­
sents requirements for 28 months, 21 months and 15 months respectively. 

8.110. The Management informed Audit in JamUlty, 1970 that the 
id a1 stoe -holding wol.Jld be the. requirement of 12 months for imported 
stock, 1()..12 months for steel and average 6 'm.onths for other item ' and 
that efforts are being made to achieve this target. 

.111. During' eVidehc~ the' CMir'nlJm,' me tilted that ; 

. "In 19~8 .the position was tbat we 'had 34 months' stock, we have 
brought it down to 21 month and we are aiming at bringing it down 
to 8-12 months ," 

8.112. ITl'te Coinmittee enquired as to how' he-acctlmulation had ari en. 
Tn a 'written reply the mana cment have stated that: 

"The inventory was not cohSuirted as trltfcipated ;due to shortfall 
in ' production. However the present trend of the ratio of jnyentory 
to the consumption is downward (i.e,) from 21 months in 1969~70 to 
15 months in 197().. 71. Continuous efforts are being made to 'reduce 
the stock of Inventory and to reach the level of optimum holdi~gs as 

, far a$ possible." 

S.i13. The ~1?le below indicates' the opening' stock receipt , eonstlJl1P­
Hon and closing stock of con (.ruction materials. ~aw material$, stores, spares 
,and components during the ears 1966-67 to 1968-69. 

(i) Opening balan e 
(ii) Receipts d tiring the year 

(iii) ,Con llmpti6n during-the year 
(iv) Cf s fly 'ilanc~ ' 

1:966-67 

1,1'16 ·04 
941,92 

1441 ·39 
1,646 "57 

1.646 '57 
877 ·91 
d60 '76 
,8~3 ,72 

1.863 ·72 
934·29 

' 754 ·02 
2,C43 ·99 

8,114. It is seen that the closing stock wa high as compared with 
consumption. The Management have stated tbat ; 

"The principal reason for the holding of excessive inventc.ry was 
the shortfa,1J in production. In other wards, since planning of Jjurcha e 
was made on targetted production, a shortfall in production resulted 
in excessive inventory." 

8.115. Thel Committee enquired as to what extent th inventories were in 
excess of the actual requirement and what 'Steps had .been taken to keep a 
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constant check on the accumula,tion of inventories. In a written reply 
the Management have stated as under: 

"HMBP accounts for the bulk of the inventory. The quantum of 
imported stores in MBBP are more than the estimated. These have been 
due to heavy inflow of receipts against contracts for Rs. 17 ceores 
placed in 1966-67 and 1967-68 and the production has been less than 
targets. 

HMTP import is mainly of knocked down components and com­
pleting parts of maphine tools. The quantum of import will reduce with 
the progressive increase of indigenous content in machine tools 
produced." 

To effect control of inventory :-
(i) A separate inventory cell was set up. 

(ii) Norms and targets were fixed for quantum of imported and 
indigenous stocks, work in progess and finished goods. 

(iii) Method and procedure for fixing maximum and minimum 
ordering level and buffel' stock were laid down. 

(iv) In FFP major raw materials vital for production like coke, 
sand, chamoitee, ferro-alloys etc. have since been brought 
under automatic replenishment system. 

(v) Trial ABC analysis for HMBP & FFP have been made. 
(vi) System of feed back have been evolved with the introduction 

of various types of returns. 

8.U6. Accordiag to the Maaagemen~ tile hkW dock.hol..... in the 
Corponation should cover the reqcdremeot for 6.1% months. The Committee, 
however, find that tile acmal vallie 01 stores ID stock as at the .. of years 
1967-68, 1968.69, 1969-70 and 1970.71, represented 34 months·, 28 
months',21 months' aDd IS montlas' reqairemetdl respediYely. AItIIougil the 
ratio of inventory to COIlllllllptioD is showiDg a doWllWlll'd trend, .. a remit 
of eftorb made by the Corporation, the present stock with "e Corporation 
is sdD on tile high side. TIle C4Jmaoitfee reCOllJ.lDeDd that coucerfed e«orts 
sboald be made to bring dcnm inventories to reasoaable lbaits so as to In'Oid 
UDaeces'ary Ioc:kiDg up of working capital in Inventories aad considenble lo!il'i 
to tbe Corporation resaIting in 111gb cost of production. 

D. Delay ill the disposal of lRIrpIas stores 
R.117. The following table indicates the value of stores declared surplus 

in each of the three Plants and those not disposed of up to 31-3-1969 :­
tRs _ ill /oJ. h., ) 

Plant Value of s:ores declared Value of surplus s!ores not dis-
surplus posed of up to 31-3·1969 

,- .... \ ,- "- -, 
1966·67 67·6R 68-69 TO'al 1966·67 67·611 68·69 Total -HMBP .- 3'SO 61 '79- S'34 7n -()1 3 -80 7-0 .. - 4·68 1.5-52 

FFP 14 ·78 44-29 4 ·16 ('1-23 3-23 32-03 4 ·16 39 -42 
HMTP - . 39-05 39·05 31 -25 31 ·25 

IS-S8 145 -13 9 -~o 171 -21 7'03 70 '32 8·84 86 -19 

"'D 1es not inclu,Ie th-;: spare "anll ofimported machinery declared ~urplll~ on 26-9-)967 
<lnd not disposed of till 31-3·1969 as the value is not known. 



159 

8.118. Stores valued at Rs. 3.76 lakhs and Rs. 42.40 lakhs wo:re 
declared surplus during 1969-70 and 1970-71 respectively. Surplus store 
pending for disposal as on date is Rs. 25.91 lakhs. 

8.U9. The Committee would also like the CorporatioD to aualyse in 
detaU the reasons wbida have IecI to the accrual of surplus stores of tlris high 
value. The Committee COlISider that if provisioning of stores is dODe on 
realistic and sound lines there sltould DOt arise occasioDs for such I~ 
quaatides of stores to be baviDg declared surplus resulting in loss. De 
ColIIDIittee would, therefore, like die Corporation to fake nece~Slry remedial 
measures to see that stores are ordered aDd provisioned 011 rational bam to 
obl'iate such losses. 



" . ~ 
FINANCIAL MATI'.ERS, 

A.,e ..... '...." 
9.1.. The fQUowiIJg is., 'ihecapital 8truetur~ or theC~Poration as on 31st 

March, 1971 .:-

(i) Authori~ed Capital 
Pai~.up Capital 

(ii) Un~ccured Loans from Gov!. (including Rs. 1 ·1 crore for working 
capital) " 

(iii) Deferred Crcd it 

TOlalloans/d:ferred credit 

Equity-Loans 

100·00 
100·00 

145 ·75 
15'47 

161 ·22 

I : 1·61 

9.2. It will be seen from the above, that the ,total investment on the 
Undertaking was Rs. 245.75 crores (excluding deferred credit). During 
evidence the Secretary of the Ministry stated "We have not paid anything 
more from Government funds since 1st April, 1971". 

9.3. In para 136 of their 51st Report on He~vy Engineering Corpora­
tion Ltd., the Eestimates Committee (Third Lok Sabha) observed :IS 
follows :-

"The Committee feel that in view of the nature of the industry and the 
long gestation period involved, it might be necessary to vary the existing 
pattern of financing Government Companies (i.e. 50 per cent equity capital 
and 50 per cent loa,n capital) to some extent, they hope that Government 
would examine the matter carefully and arrive at a suitable decisic.n." 

9.4. In their reply dated 8th November, 1965 the Govt. staled' 
as under:-

"Approval of the capital costs has been taken up. After these are 
determined, the question of varying: the existing pattern of loan equity 
parity in respect of these projects will be taken up for consideration." 

9.5. During evidence the Committee enquired whether the Company had 
made any request t.o the ,Government to consider the reduction in the im­
balance in the equity-loan ratio or otherwise to revise the capital structure 
in order to reduce the financial burden on the Corporation. The Secretary, 
Ministry of Steel and Mines (Department of Steel) stated as under :-

"In August 1963 HEC had said that during the construction period, 
their requirement particularly the needs of capital investment of plant 
and machinery and building should be made available in the form of 
equity and any amount already provided as loan should be converted 
into equity. This request was not accepted and in reply in July, 1964 
Government laid down the conditions for the repayment of the loans. 
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TheTeaftct there has not been any formal request, but· on OW" oWrr. 
we have been consid~ring the question of changing the equity debt ratio • 
• md we have had discussions in the beginning of this.year with the Minis­
try of Finance and in these discussions it ,was s~ggl(sted that we .t 
seek the atlyice of some people who have had experience in Private 
Sector. Thereafter we had discussion with Shri P. L. Tandon and he 
sU.8ge~ted that in the Pr.tvate .Sector they would have issued redeemable 
debentures. This was nqtpossible in th~,Public Sector. We then ba,d 
a number of ,discussions with the I:immce Ministry and the Heavy 
Engineering Corporation. The final position today is that we have 
tentatively agn;ed that the ratio of Nl,Iity to debt will be raised i.e, there 
\\:iIl he Jarger ,equity than' 1 : 1, but this would require Cabinet's 
approval". 

~.6. The Committee pointed out that it had already taken 8 years, and 
enquired as to when'the decision was liJccly to be tnken. The Secretary 
stated as under :-

"I may say that ther.e. was a certain amoullt ofdiffer~ncc of opinion 
hctween Financ~ Ministry and ourselves. The Finance Ministry was 
110t in r"vour of iJl1'Ceasing the equity. capitnl. They wanted the alter­
native, of :givingtbe loan free<>f interest rand we, went opposed to'it 
b,:cLluse we felt that that will not produce neCessary.amount of motiva­
tion in the equity. Now that agreement has been reached. T expect 
Ihat the decision. of the GO\ICr~nt, will be aNailable within five or 
six weeks. I should also mention that the change in this will requir~ 
a reference to Parliament after the decision has been taken at Govern-· 
ment level." 

Loalls: 

9.7. In respect of certain loans the company failC(j to make payment of 
intcrest and repayment of instalments of principal on due dates duriJl~ the 
yems I 964-65 to 1968-69 with the result that penal interest becaJiie. pay­
uhle. The Company requestedllhe Government in August, >1963 for a 
moratorium in respect ,of payment of interest and repayment of loan, This 
wa, rejected in May, 1967 but subsequently GoverpmenLproJI'.idedwnds 
instead of granting moratorium. Interest ~incIuding ~,penal. jnterest) on 
these loans up to 3] st MafOh, 1969 .. amounted to Rs. 82.56,lakhs. out of 
which the Company had paid an amount of, Rs. 43.36 lakhsup to that 
dale. 

9.8. During evidence the Secretary of the..MiRistry "informed ~h6 Com-
mi ttee that the penal interest for 1969-70 was, Rs.SO.OOO and in respect 
of .1970-71, the penal interest outs.tanding was Rs.' 1. 75 lakhs. 

9.9. The Cqmpany. pad. paid aU interest due upto 3J -3-1971. The only 
thing that was due was the penal interest. The payment of interest on loan 
due for 1971-72 would be Rs. 10.17 crores. 

9.10. The Committee asked whether Rs. 10.17 crores inchldC(j pur! 
pnyment of the loan or only interest. The Sercetary replied that it was only 
I~lter:st., He added that "it is one of the reasons why the cost of produc­
tion 1S hIgh, Rs . .100 crores may be changed to Rs. 150 crores of equity 
;ll)d, when theJ;lEC's performance shall sufficiently improve. this extra. 
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·amount can cover the further cxpjUlsion in activities. This will give coos;-
1ierable relief as far a,s the cost of production is concerned." 

9.11. The Committee resuet to note that the question of cllarlgmg the 
equity debt ratio bas been pending wida the Government for about 8 years. 
The Estpaates Committee in their fifty-first Report on Heavy E .... ~g 
'Corporation Ltd. presented to the Lot Sabba on the 3rd AprD, 1964, bad 
asked the Government to examine the matter regarding rcorganisatioD of the 
capital structure. In their reply dated 8th November, 1965, the GovertDDent 
stated that the question of varying the existing pattern of loan equity parity 
in respect of these projects would be taken up for consideration after the 
. capital costs are determined. The Committee do not find aDy l'etiOn 81\0 to 
why tbe question of pattern of financing was linked up with tbe appnlval 
of capital costs. The Committee regret to note tbat even after tbe approval 
of the capital costs, tbe question of revision of the ca~ital structure, in order 
;to reduce the financial burden on the. Corporation, still l'emains to be filially 
decided. The Secretary of the Ministry admitted during evidence that ODe 
·of the main reasons for high cost of produCtion was tbe buge interest on loans 
'wbicb the Corporation was required to pay every year. 

9.12. The Committee recommend that after esamioing all tlte fioaDCiaI 
implications the Goveromeat should finalise the capital Slnlclure of the 
Corporation without any loss of time. 

B. Financial results and Break-even Analysis 

9.13. The table below summarises the financial position of the Compauy 
for the years 1966-67 to 1969-70. 

\ R"pus i" lakh.I·) 

1966-07 1967-68 196R-69 1969-70 - -- . __ ._--_._--_. __ ._._----
I 2 3 4 5 

LiDbiJilie~' : 
(a) Paid-up capital 10,000'00 10,000'00 10,000 ·00 10,000'00 
,(b) Reserves &: Surplus Nil Nil Nil 0·02 
(c) Borrowinas : 

(/) From the Govt. of 
India " 7,580'57 10,266 ·57 ll,829 ·57 13,406 '93 

I(i/) From the State Bank 
of India 359·15 360'35 

(iii) Deferred credit 1,003 '78 819'60 608·65 1,289 '95 

(d) Current liabilities &: pro-
visions (including interest 
cn. loan but ellcludlns 

3,742,44 credit) 1,090'79 1,915 ·85 2,266 ·73 

TOTAL 19,675 ·14 23,002 ·02 25,064'10 28,799 -69 

.Asuu: 
(e) Gross Block: 

(Completed and partly under 
15,613 ·23 construction) 12,578 '62 15,908 ·51 17,420 '66 

(C) Less D::preciation .. 654'57 1,252 ·53 1,852 ·78 2.~08 ·04 

<.) Net fixed assets .. r 11,924 '05 14,655 ·98 11,937 'JO 13,iOS ·19 
(h) Capital wark-in-progress .. 3.630 ·78 2.087 'OR 
--_ .. _-_ .. ----------------- .. __ .-
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2 3 4 ~ 

(j) Expenditurc d~ins constru-
lion pending allocat~on •. 3,09;\l' J 9 1,055 '29 s·n ·48 963 ·02 

(j) Deferred revcnue expcaditurc 602·60 948 ·18 989·!J(j 1,052 ·65 
(k) Miscellaneous cxPCJ1dlturc 

(Preliminary expenditure) 5'01 .5 '01 5'01 5'01 
(I) Current assets, loans and 

advances 3,093 '06 3,730 '82 3,886 ·99 5,596 ·38 

(m) Cumulative loss 960·23 2,606 ·74 4,072 ·78 5.890 ·36 

TOTAL 19,675 '14 23.002 ·02 25.064 '10 28,799 '69 

(Q) Capital employed .. 13.926,32 . 16,470,95 '. 13,613.14 ts,168,53 
(0) Net worth .. 8.432 '16 6.440'07 4.932 ·25 3.052 'CO 

NOTl!.~-l. Capital employeu represents net fixed assets plus work in, capital. 
2. Net worth represents paid-up capital less intsnllible A~~e'S. 

9.14. The Company started htitial prodtJetion from t 964-65 and incur­
red a total loss of RS. 5,890.36·1akhs upto 31 ... 3-1970. The overall Joss. 
incurred by the Undertaking after making provision of depreciation interest 
on loan. Township/Headqua,rters overheads e~. during 197()';'71 was. 
Rs. 1443.05 lakhs. Thus the cumubtive loss upto 31st March, 19'71 was 
Rs. 7.333.41 lakhs. 

9.15. The Committee enquired as to what were the reasons for incur­
ring heavy losses. In a written reply the management have stated as 
fol~ows :-

"The present volume of output is considerably lower than the rated 
capacity of the plants. Consequently. the heavy fixed charges in the 
shape of salaries and allowances, depreciation and interest charges are 
noL fully absorbed by the present volu~ of production at the existing 

. level of selling price." 

Break-even AnalysiS 
9.16. The Detailed PToject Report of Heavy Machine Building Plant 

does not indicate the break-even point but on attainment of full production 
of 80,000 M. Tons. the plant is expected to make a profit of Rs. 1,094.33 
lakhsor 39 per cent of a capital inv6stment. - .. 

9.17. The Detailed Project Report of Heavy Machine Tool.s Plant indi­
oat\!d production of four phases and only on reaching the maximum pro­
duction of about 10.000 M tons in the fourth phase a profit of Rs. 156.22 
lakhs is expected. The hreak-even point has not been indicated in the 
Detailed PrOject Report. _ 

According to the Profit and Loss analysis ~de by the ,Committee on 
Public Undertakings in their examiBution of Heavy Engineering Corpora­
tion Ltd. in 1967-68, they found that the gross pr9fi,~ at full produc.tion in 
1970-71 was eXl~{,ctcd to he 9 per cent of the capital employed and the 
net profit after taking in~o account the interest charges would bo 4.5 per 
cent. The Committee were informed that by 1970-71 there would be. accu­
mulated toss of about Rs. 20 crores and it would take the CorpOration 
about ,-4 years to wipe off the losses. 
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IM"Committed" . Ptl1'tt--l. 74 oftheil"'Report--observed'as folJuws':~ 

"The· Committee--1tre' ·unhappy-to· ·observe 1hat·the~xpected· profit .... 
ability of the plants of the Corporation is so low. The main reasons 
for the low profitability are the higher capital investment and higher 
cost of production due to low productivity and large inventories etc. 
Concerted efforts are, therefore, called for to improve the operational 
and financial working of the Corporation." 

The Ministry informed· the Committee vide their reply dated 9-1-1969, 
.as under:-

"Note. One of the main reasons for low profitability is the wide 
range of equipment to be produced for a comparatively limited capacity. 
This 'will goa long way for achieving'sc1f-rehance aoo"the economics 
would considerably improve when the capacity is multiplied. Every 
,effort-is beittg ·made·to improve the-operationftland ·financfflt 'w6T'kt~'of 
the Corporation." 

9.18. The Detailed Project Report of Foundry Forge ,Plant also does not 
indicate either the profitability or the h{eak .. even poit1,t.: 

9. t 9. Asper the study made by' the Bureau of Public! Enterprises in 
early 1967. an annual turn-over of Rs. 91 crotes was anticipated 'for the 
Heavy Engineering Corporation'on achtevlng the rated capacity as indicated 
'bdow:-

I. H!avy Machine Building Plant 

2. Structural Shop 

3. FOU1\dry For~'Plant.for Spare castings, forgings and' rolls 

4. Heavy Machine Tools Plant 

(Rs. ;/1 crm'('J) 

56 

5 

20 
10 

Against Ihe sales of Rs. 91 crores, the net profit· was estimated at 
Rs. 14.54 crores i.e., 5.9 per cent on the capital investment of Rs. 244.58 
crores. On this basis, the break-even point-was calculated on a turn-OVer 
of Rs. 63 crores to absorb the fixed expeP8Cs of Rs. 26 crores as indicated 
below:-

HMBP 

'Structural shop· 
'H.'M.T.P. 
F.P.P. 

Quantity 

60,000 M. tons. 

25,000 M. tons. 

200 Machines 

(Rs. in crores) 

42'00 
2'50 
5·50 

13'00 . 

63·00 

9.20. On the basis .f. build up of capacity it was anticipated that each 
unit would reach the break-even 'point individually as indicated below:-

F.F.P. 
H.M.4ft.P .. , 

H.M.T.P ... 

1969·70 

1970-71 

1971·72 
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9.21. 1!11IAu&1l t, 19,67 the Management, hqwever, mad fresh caJcula-
iOIl$ ;lAd e timat~d the 'otal Dr,ed cha.l{ge§ at Rs. 34 crores a(tet; 1970:71 

<lnd th~ break-even point at ;&s,,' 72, crore of . ales to out ide 'par~ies The, 
./~orupo ition <.'f the sale bn which the three PI!lnts of the Company are 
(ike!}' to brea}c-:even as envis~ged by the Management, i as foUows:-

Yeaei whic~ , Quantity of Sale vaJue d PH -
break-even poinl prodllctfon during duction during lhe 

to be reached the year year 

(M, to»s) (R~, in lakhs) 

H .M.B.P. 1970-7 J 58,430 4,616 
+ 20,270 

F.F.P, 1971-72 1,17,123 3,40C-

H.M.T,P, J 970· 7 J 4,996 870 

8,886 

.[Deluding the Hems produced for sister planlS, The sales to outside parties \\-cre e ti ­
mated at Rs, 20 crOfeS. 

~.22. While the break-even pOint is calculated at Rs. 72 crore of sales 
in a year, the value of orders ' o,n hand to be executed during the year 
1969-70, 1970-71 and 1971-72 togother amounts to Rs. 66.62 crores. 

9.23. The calculations made in August, 1967 will not, however, hold 
good in view Of the drastic cut mad in the build up of capacity thereafter. 
The Management jnformed Audit (January, 1970) that the break-even 
point had to be shifted because of change in cost from time to time mo, tly 
in up-ward direction. 

9.24. Accor'ding to the tentative analysis made by the Managemellt and 
furnished to Audit in March, 1970';- based on t]je present indications, the 
Heavy Machine-Building Plaht is likely to make a proilt of Rs 1.1 crates 
in 1972-73 at a production level of R . 42.5 crolies. However; tbi po ·ition 
is further .likely to change on. account. 01 the decision since taken by th 
Management to transfer- the castings andrforgings from the ,Foundry, Forge 
Plant to the Heavy Mnchine uilding PJant on "no profit mo los IJ ba i. 
which in other words would mean that the 10 s pre cotlS' incurred by the 
Foundry Forge Plant will now form part of the co, t of production in the 
Heavy Machine Building Plant. The Management.,have not 0 far (March, 
1970) prepared th~ revised break-even chart. 

9,25. The Mini try informed Audit ' (July, 1970) as follows :-

"The prices of castings and forgiilgs have ince been revised and it 
is not now based on "No profit n 10 s basis". The revised break-even 
analysis on the basis of the revi ed prices is under prepnrotiop , ..... • 

9.26. The Committee have been jt1formed 'that a Technioal Committee 
wa~" constituted to study and recommend tran fer price for 1970-7]. 
Based on, the Report ,,of.the Committee transf.er prices fOI{ 1970-71 and 
1971-72 have been n~e 

9.27, A furtbec break-even analy is put up to the Board of DirectOrs on 
23-7 -1970 indic~ted that· the · Corporation as a wbole would break-even in 
1972-73 at a production of 1,19,000 M, tons ~sa]e ..,a1u eing Rs. 77.5 
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crores). The Heavy Machine Building Plant, Foundry Forge Plant and the 
Heavy, Machine Tools Plant are expected to break-even during 19n-73, 
1974-75 and 1975-76 respectively at a production of 54,500 M. tons (sale 
value Rs. 4S crores), 83,300 'M.tons (sale valueRs. 33.4 crores) and 
185 machines (sale value Rs. 7.35 crores). The order position as put \lp 
to the Board 'of Directors, however, indicated the following position as 011 
31-3-1970 so far as Heavy Machine Building Plant is concerned :-

Orders outstanding for 
execution 

Year of delivery ~ 
Quantity Value 
(M. tons) (Rs. in 

lakhsl 

1964 117 ·42 II ·71 
1965 44 ·104 2'47 
]966 926·73 69·03 
1967 2055 -104 140·40 

1968 2618'47 218·711 
1969 3905 ·1l3 459 ·06 
1970 384004'043 360.5-01 

1971 35556·50 4821 ·95 
1972 22304'82 290 ·25 
1973 .. 35·30 5·64 
19704 2660·00 345'J5 
1975 217 '18 28·gS 

SS.776 '06 9,~'60 

9.28. It will be seen that during 1972 the orders in hand to.be exe­
cuted amount to 2234.82 M. _ tons -with a value of RB. 2.90 crores only 
whereas during 1971 although the value of orders' to be executed is more 
than that at which this plant is expected to break-even, the quantity to be 
manufactured is, however, much less than the quantity' at which the break­
even point is estimated to be attaitled. 

9.29. The Committee enquired as to what the Management had to say 
about ,.this inconsistency and how it was expected that 'the break-even point 
would be reached during 1972-73 when the quantity to be manufactured 
during that year against thei orders in hand for execution was too small. 
In a written reply the Management have stated a.<\ follows ;-

"Break even analysis is based on the pro<;luction of the likely outPLIt 
in the plants over the next few years. Forecast of output is made on the 
assumption that adequate orders ·would be available with sufficient lead' 
time and to a certain product mix. 

Orders for lind stage of Bokaro have already ~n r~eived. Additional 
orders for Korba AI. Plant and Expansion of Bhilai Steel Plant are also ex­
pected to be placed on H.E.C. in ~ar future. Continuous efforts are being 
made to procure the orde,.s. With the Governments decision to' set up­
three new steel plants it is expected ,adequate orders would 'be available." 
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9.30; The Cpm.mittee enq~_, as to what were tbe,rellsons fOr shifting 
the break-even point from 19.70-71 to,1972 .. 73 by bringiDa down' the 
quantity ~( ,production IUld. the sale, value thereof a,t which, it was expected 
to be attained. lti reply it b~'been stated thut', ,'~Break;eV'en point is 
dependent on the level of ~tput. 'The output ha~ been less''tiran the targets 
resulting in shifting of Brel\k..:even point. to .' 

9.31. As regards the Foundry Forge Plant and Heavy Machine Tools 
-PJant-the feHewiBg W88.'-tbe-~ ~_' ' ..•.. -.. .. ,. d." ._........ -

Year of delivery 

Foundry Forge Plant .... ., 

1965 
1'966' 

'1967 
1968 
1'991 
1970 
1971 
1972 
1973 

R~avy Machine tools Plant 
Not known 
1968 
1969 
1970 
1971 

,'. 

'; j, 

.. 
" 

" , , ' 

.... 
, . .. , 

,I 
,,' 

Orders outstanding for C'xecution . 
"""'I 

QuaDtity Value 
(M. tons.) (Rs. in lakhs) 

24·33 0'98 
).'731 ,56· 24 '12 

.. ": ! ,275'66 18 '45 
1338 '45 54'52 
1491 ·14' 80·65 
4024'72 166'84 

, , ,1829"36 63·78 
, 322"60 10'64 

330·00 125·93 

12374 '4~ 545'91 

104"00 21 ·18 
159 '95 23 '12 
289,10 42·89 
210:.05 35'43 
31:1 '8;1 ' 88·22 

1075'51 211 ·44 

9.32. It~s seen that the orders in hand are only upto 1973 in the- case 
of 'Foundry Forge Plant and upt" 1971 f~r Heavy Machine Tools Plant. 
The Committee enquired as to how the assessment had been made that these 
two plants' would break-even in 1974-75 and' 1975-76 respectively. In 
this connection the' Management have stated that: 

"these are based on the forecast of output. Orders on FFP are 
dependent on the orders on HMBP. . With the receipt of orders for 
HMBP there would be Ic)ad on FFP. For HMTP products we have 
selling agreement with Messrs. Batliboi with provision for a certain 
assured off..take." " 

9.33. In July, 1970 the Ministry informed the ,Audit as follows : 
"At present the cost of production is hig-het than the sales realisa­

. tions.Accordingly, the eoux>ration has been.sufferfng losses, It is, 
expected that the Corporadolt' wotIld' break everi durin~ 1912-73 if the 
production continues to'increase as expected;" , 

13-158LS'/7:! 
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9.34. In a written reply the Management have furnished the following 
forecast for the years 1971·72 to 1975-76 !-

"Forecast of output has been frallied'~ the assqmption ,that there 
will be sufficient' in60w of orders with adequate 'lead time. Based on 
the present fore-cast, estimated loss/profit fOr the next five years is as 
under :-

1971·72 

)972·73 

]973·74 

1974·7~ 

1975·745 

(1.5. in lakhs) 

(-) 1525 (loss) 

(-) 881 (loss) 

(+) J 93 (Profit) 

( +) J 023 (Profit) 

(+) 1704 (profit) 

The forecasts are only tentative and a detailed re-assessment in this 
respect is being made. These will have to be reviewed periodically 
based on actual pattern of orders." 

9.35. During evidence the Secretary of the Ministry, however, informed 
the Committee as uDder :- ' 

"I personally feel that if the HEC continues to improve as it has 
done in the last 12 months, it should be possible for' it to reach a break­
even point in 1974-75, provided tbat our proposal for the new equity 
debt ratio is finally accepted by Government." 

9.36. The Committee pointed out that according to the earlier state­
ment, the break-even point was likely to be reached in 1971-72. The Sec­
retary stated as under :-

"I have made an assessment, as you have put this as one of' the 
questions, and I would say that our 'aim is to reach the break-even 
point in 1973-74. But as you have asked whether I am sure that 'the 
break-even point will be reached, I am saying 1974-75. We had, in 
fact, started in the beginning of the year with idea of reaching 45 'per 
cent of rated capacity during 1971-72 aDd 6S per cent in 1972-73. We 
now find that it is not possible to do so. From 19 per cent during last 
year, we have already reached about 30 '~r cent of rated capacity, and 
we feel that next year, we will reach 40 per cent. And, tlierefore, in 
1973-74, there is a reasonable chance of reaching tbe percentage which 
will give break-even point. But to be on the safe side, by 1974-75, 'we 
can certainly turn the comer." 

9.37. The Committee enquired as to why they were not able to reach 
the rated capacity which was estimated yea,rs ago. The Secretary explained 
u~~r:- I 

"There are, many fac!ors. There has been labour trouble. There 
have been communal riots. There has been insufficiency of higher 
mangement cadre. There' has been lack -of production/planning. And 
I feel that the biq;est handicap that we are facing today is the fact that 
the workers have got used not to working hard. It takes time to get 
them out of this habit. This is the reason why I was not in favour of 
interest free loan, because it would have given the impressiOn that we 
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1lre fiDdingartiftoial mdboda. to cover the losses, aod it would hav~ 
perhaps resulted in lack. at morale. I have ooofidcnce that at present 
Tate by '1973-74, wemaj be able to reaoh the break-even point because 
through certain steps that we have taken, there is a distinct improvement 
in the rate of production. There is better discip~ine in t~e Company. 
Certainly, we have made a number of changes m the higher manage­
ment levels. We have picked up one of the best officers from the 
Department of Defence Production as Director of Production. We 
nave taken as Managing Direc~or an ex-~Iway Engineer, who r~s~ed 
from the Railways and went mto the pnvate sector. And he IS~.Wlth 
us on deputation from the private sector. He has not come here per­
inanently, but for a period of three years. We have got a new man 
as Chief of Township. We have a new man in char~ of system and 
cOmputerisation. And they are all people with expenence. When~ we 
are able to get a good Financial Director also, for which we have made 
certain proposals, OUr reorganisation would be complete at the higher 
level. In the lower levels also, a number of changes are being made, 
but they are being made in stages. The Director of Producti()n that 
we picked up is a man with considerable experience in forge and found­
ry, which is the key to the production problems in HEC. If FFP can 
be improved, then we c~ have improvement in both HMBP and 
HMTP." 

9.38. The Committee enquired whether there was any norm whereby 
the Managment could say that the company would start making profit in 3 or 
4 years. The Secretary stated as fonows ;-

"This matter has been examined in detail by the Management and 
we have also discussed this with them. Obviously, the profit depends 
also on the prices that you are able to get or you are able to quote. 
However, there is a much better costing system now than the one that 
existed before. There had been cases in the past in which the cost 
given was intended to show profits and yet showed losses. The 
management has advised us that only when they reach the production of 
so many crores, they would be able to cost the products on a proper 
and economical basis, and that by 1974, we should be able to reach 
that stage. Our aim is still to do it durin.8 1973 and it has been examin­
ed. It has been found that it may be much easier to deal lvith this kind 
of problem when the computer starts working fully. Personnel are 
being trained and some trained 'personnel have been appointed incharge 
of this and therefore I want to say that the problem has been identified 
and necessary steps are being taken." 

9.39. The Committee on Public UndertakiJ12s during their examination 0( 
Heavy EAgIneerIng Corporation Ltd. in 1967·68 were Wormed Chat by 
1970-71 there would be an 8CC1JIIIIIUJIat losw of about Rs. 20 crores aDd 
it would flake the Corporadon about 3-4 years to wipe otf the losses. The 
CommIttee felt unhappy and observed that the expected profitabillty om the 
planfa W85 very low. The COIIlIIdUee now find fJIat even the low'expedationB 
of the MInistry have beea tobIIIy proved 80 be erroneous. 1be actual occum­
l8u1afed losses (Rs. 73 crores) by 1970·71 are ftIree and baH-tfmes IIlOft 
than thait earlier expected. 

'Ibe Coaun.idee are deeply coaceruetl at lie huge loss suffered by the 
Corporadon !iUIte Its iRcepdon. AcconIlne to die forecast furnished by the 
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...-age~, the CCII'pOntion is likely to .... er .... 5 .. tile ..... of RI. 23.5 
crores ~lII'iDKfhe next two years aItboaIh tIlese Iorcasts are enly tentative. 
TIle acQulllosses are Ubly fD lie much mot:" &9 aeeo .... tID ,die late. assess­
ment of the MinMtry, abe year of break even pokat hIS been sllifted &om 
1973·74 to 1974-75. TIle CODl8IIttee lee( that at tbis rate the Corporation 
is likely to 'tripe out all its paid lIP apiW in the next two years. 

9.40. The Committee highly deplore that the Project Report does not 
include any realistic assessment as .to wben the Corporation was likely to 
break~even. All the exerciseS made so far difter widely from each otber. 
The break-even point is hieing shifted from year to year by brmging down 
the likely production and the ~1l1e value thereof. From the studies made 
Iio far it is difficult to know as to what are the actual orders anticipated and' 
wheber the Corporation would really break-even within any reasonable 
measure to time. 
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QROANISATION ... 

A. General 

1 0.1. Th~ Managing Director is the Chief Executive of the Corporation 
:and is assisted by two functional directors, Director (Finance) and Director 
(Technical) who are also members of the Board of Directors. 

10.2. There are three plants each headed by a General Manager. There 
is also a General Manager (Planning) in Headquarters. 

B. Board of Directo,rs 

10.3. No General Manager is in the Board of Directors. The Com­
mittee on Public Undertakings in para 132 of their 14th Report on HEC 
Ltd. (1968) suggested that 'in an undertaking of this size and complexity 
it would be advantageous t6 have the General Managers on the Board of 
Directors.' " 

10.4. The. Committee enquired whether it would be useful to have 
General Managers on the Board of Directors as in the case of HSL. In a 
writ'ten reply it has been stated that: 

"This matter has not been considered as yet. Three plants and the' 
headquarters of the Corporation are aU located at Ranchi and there is 
considerable coordination and liaison work being taken up in head­
quarters. The position in HEC is, as such somewhat different from that 
in HSL. It. is not quite necessary to, have the General Managers on the 
Board of Directors." 

10.5. In their 14th Report on BEC Ltd. (1967.68) the Committee on 
~blic Undert~kinlS (Fourth Lok Sal.tha) had suggested that it would be ad· 
vantageous to have' the ('.eneral Managers on the Board of Directors. The 
Committee fail to understand as Co why the Government has not been able to 
come to any definite decision to have General Mauagers in the Board of 
Directors even after four years of presentation of the Report of the Parlia­
mentary Commi_. On the one hand, it bas been stated that it is not quite 
necessary to have the General Managers on the Board of Directors and on 
die other hand, the Committee Me informed that 'the matter has not been 
considered yet'. 

10.6. The Committee reiterate their earlier recommendatioo and suggest 
that Govemment shouldconslder this matter from the point of view of im­
proving the functioning of the Corporation. The COIItIDlttee woukl Uke the 
Government to strengthen the Board of Directors by inclusion of knowledge­
able, non-oflicial of standing to the extent of 50 per cent In the hIIere&t of 
better ID8ftaaemeat of thl~ premier national undertaking which is expected to 
play a qaa role iD sapplyiag III8C!hiaeFy 8IId eqaipment for file new steel 
:plants and for the expansion of the eldldng GDeI; 
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c. CIIakwM 
10.7. The following is the list of (]iairmen since the inception of HEC 

and the period of service rendered by them. 

SI.No. Name 

1. Chairman 
1. Dr. A. Nagaraja Rao 
2. Sri H. V. Narayana Rao 
3. Sri T. R. Gupta 

4. Shri K. D. Malaviya 
S. Sri Ranchor Prasad 
6. Sri C. Chalapati Rao 
7. Sri S. S. Jagota 

Date of joining Date of cessation 

28-1-1959 
24-2-1964 
24-3-1964 

23-2-1968 

14-1-1969 

27-4-1969 

6-11-1970 

24-2-1964 
24-3-1964 
7-10-1967 

4-1-1969 

27-4-1969 

30-9-1970 

24-ll-1!m 

R.emarks 

Durina the in­
tervenina pe­
riod Shri A. 
C. Bhatia 
F.A. &CAO 
of HEC per­
formed the· 
current duties 
of Chairman. 

10.8. The Committee regret to note that due to frequent chaages in the 
top Managemeut, tile production In the Plant suftered considerably. 'I1ae 
COIIlIIIiIlee daerefore rec:ouuaend that 88 far lIS possible there sbouId be CO&­
tinuity in the top Management. Now that the Governnaent have a fun 
time Managing Director, Goverument should consider whether be should 
also be vested with the duties of Chairman. 

D. Stat! Position 
10.9. The Statement below gives the Category-wise position of the Staff 

reqll1rement and actual persons in position : 

Project 
" 

1. Foundry Forge Project 
(a) Officers .. 
(b) Staff & Workers .. 

TOTAL 

2. He.v)' Machine Building Project. 
(a) Officers •• 
(b) Staff & Workers .. 

TOTAL 

3. Heavy Mochine Tools Pf'Oject 
(a) otIIccrs •• 
(b) Staff" Workers .. 

TOTAL 

.Includes Structural FabricatOD Woruhop (.oPR). 
®Fiaures as per DPR. 

Staff require- Actual person 
men! as per in position 

oraanisation as on 31-12-70 
manual 

545 653 
7528 6312 

8073 6965 

829 861 
5896 5522 

6725· 6383 

512 127 
]333 1038-

184S@ 1165 
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4. HHflqIllll'l.rs 
<a) OfIk:en } 
(b) Staff '" Workers 
(c) Apprcntic:as 

( , 

113 

Not assessed 

3 

385 
2684 

90 

3156 

NOIe-I. The above fisures exclude the Muster Roll workers employed in differeDt 
Department. 

10.10. The Committee enquired whether any investigation had been 
made by an expert outside agency for determining the actual requirement of 
the Corporation. In a written reply, the management have stated that "A 
complete section-wise analysis has now been taken in hand under the over­
all guidance of whole time Indian Consultants. This analysis is being done 
as a prelude to introducing of incentives." 

Abosrption of construction staff 

The Committee enquired as to what policy was being followed by the 
Management with regard to the absorption of surplus construction statI. 
In Ii written reply, the management have furnished the following itiforma­
tion :-

"The total strength of civil enfneering personnel as on date in 
H.E.C. is 350 from the rank; of auef Engineer down to that of "Sub­
Overseers" in the construction side and "Draftsman" in the "design 
side." Out of this, the internal requirements of HEC WOUld even­
tually not exceed 150 at the most. 

Eventually therefore 200 men have to find alternative berths. 
Management is encouraging them to resign and seek other jobs, and also 
absorbing them in other indirect activities within H.E.C. Interviews etc. 
are being arranged to divert them to other Public Sector Enterprises 
such as HSCL, EPIL, etc. 

There is rel:ular depletion of civil engineering personnel from HEC 
through resign(!.tions." 

Shortage of trained workers 
The Committee enquired whether there was any shortage of trained men 

particularly at the supervisory level and on the designing side, if so, what 
was the nUglber of trained persons enquired and the number. of persons 
actually trained? 11) reply. the management have furnished the following 
information :-

"There is a shortage of trained men particularly at the supervisory 
level in all the three projects. Details of supervisory person1lel requir­
ed/sanctioned for each project and persons in position IS given below: 

Foundry Forae Proj«t 

. ()fftccr in the scale of' Rs. 4ICJ.neo .t above ' 
Other supervisOrY penl&nael ' 

Upto date release In position 
from Ill/Istaae ' 

5,10 281 
629 S46 

1139 ~7 
,S ) 4 
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Out of ~e abov~. about 100 persons received specialised training after 
ioiritng F .P.P. or had previbus speciaJiseo training. be res w~r,~ re~fu~t,e~ . 
fresh from the educational institutes and are picking up their trade 'Qn 1he 
iob. 

11. H.M.B.P. (including SFW, CCW & other Sanction) 

{i) Offic,~r in thv seal of Rs. 480-1100 & above 

Plant & praplratory 'D~partment 

Dasi!:" 

(ii) Other supervisory personnel 

Plant & preparatory Department 
De ign 

Sanctioned as 
erDPR & -

other sanction 

548+ 51 
461+94 

1009+145 

524+94 
158+35 

682+129 

l~ positi~ 

3&1 
191 ' 

572 

475 

111 

586" 

10.13. The Managing Director further fstated "there is a considerable 
shortag. This shortage was in regard to manning of equipment and avail­
ability of trained people. So, We are progressively recruiting IUore people 
very year and tilli:ng up vacancie. Over a period of about six years, 

we shall eliminate thj shortfall." , 
10.14. The ommittee pointed out that the Corporation was haviug a 

surplu taff. They a ked why tbe surplus staff was not being imparted 
training. ' 

The Managin~ Dir ctor stated that "there ate two types of workers­
direct and indirect. Unfortunately, jn lndia, we ez;nploy much more indirect 
workers. So, by and large, we get a large number of indirect workers and 
that is why there us~d to be some surplus staff, which is much more than 
the forei~n countries are using." . 

10. 6. The Committee note tbat against the requirement of 545, there 
are as many as 653 officer jn Fowldry Forge Project and si . rly in Heavy 
Machine Building Project there are a IDStJy ~s 861 as a~ai"AA tbe require­
ment of 829, The ContJnjttee con iderthat it neither the F9undr Forge 
Project nor the Heavy Machine Building frojeet i anywhere Qe3r optimum 
utjh atjoll, there sl10tJld have been no questiQn 1>' employing officers even 
to tlie extent laid down in tbe Organisation Manual. In fact thP (;ommittee 
would have expected tbat tbe appointment of officers as weD' as staff and 
worker woul be so pha d out as t9 sync.,ro -se with the progre of 
manufllcturing operatlOl. Tbe Committee eonsider that if 'trid scrutiny 
bad been excrci Min tbe case of appointment of officers, it WOuld h&ve been 
easjer to enforce ,the sam!! di 'plinein-1be e of apPJintm~ .and-
worker • , r' , . . . 



175 

.tbe Headq 'aners orgaDiJadon. The Committee conSider that in 'all those 
public undertaking which are engaged .in manufaeturillg ,ope.:ations, 1he 
,ac~cnt should be 011 appointment of production stall and reduce the burden 
.o( ,indirect ,workers and officers. The Committee woeld, therefore, strongl ' 
Tecommend that Gol'ernment/HEC bould criticaUy examine (he organisa; 
tioDal set up in the HeMqoarters with a view to re.organlse it on (unctional 
Jines and alfect maximum economy in officers and staff so a to act a a 
·model orgaJiliation for other to foUow. ; 

.. t .• '. .. \ 
10.18. The ~ommittee are greatJy conc.erned; to, ~n() .~bp.t in a key ector 

Jike Design in Heavy Machiiie. ~oilding Plant there is shortage to th~ extent 
,of 364, as only 191 officers were in position as compared to the sanctioned 

treugtb otf 555. The Committee are not abl to. ' ap~reciate why the HEel 
Government have not paid speCial attention 'to thi aspect- ~n or~ to get 

many. persons, a Deces ary trained eitbet 'ht India or abroad () all to 
become elf~rclia t iit thi 'key ector, The COllUllitfee would , e Heavy 
Engineering Corporation/ Government (to prepare a time bound #fogramme 
for tnJiub:Jg of oftk~ ~~1 , De~ign and other C(m,nec(ed lVQ~ 9 as to ,attaul 
eH.r~!iance at the earhest. .' t? .; .,' ~ 

- le.1 . Tb -Committee-lIl'i grea1lj concern ~o find lJtat 1te -.be util~ a:­
tion of Foundry Forge- Project- and 'Heavy Machine Building Project has 
only been to, tile extent of 30% or Ies 1 the taff bas been appointed in aim st 
full ~'trcngtb. The C nunittee cannot too strongly ~1rc s tbat tbere should 

pr~)U planning jJl the matt 0 employment of officer and worker to 
e sure tlint tbey ynchron' e with tbe physical and tual progr s made 
in e tablishing pro'ductio " 

10.20. The Commi tee ' wou d 31 0 llke to stres. that ard tick for em­
ployment of ' ~I\' hould.be evolved mo. t carefully right in the beginning SO 
'bal there is nQ question of later takin~ the plea tbat the staff jn po~ltion 
are greatly in e~ces of J;cguil'cmcnts ru;t~ therefore i.t ~ not po , ibJe to get 
'either optimum production or rcsults. 

1Q.2]. 'rite Committee aI. 0 need hardly point out tbat incentive sy III 
of wllge sbould be introduced right fro the b ginni" after mo. t carclul 
'study and in co.nsulta1;ion ~itlt the worker 90 tbpt there j io-built jncen~ive 
fOf i~creasing production and efficiency. • 

10.22. The Committee attacb. great. importance to tbe organisation of 
1raining course for worker and officer a vnrio level 0 a to give tbem 
a fecling of acquirj.,g ktlowle,dge ' r.e,lev.ant to their vocation whicb would 
qualify them for promotion. . , , 

10.23. T.hc C~llImit;tee, alsq .aU ch f!reat import nc~ to the organi • tiop! 
'ot refr.e er course so th t th Jptowledge j of \l}'orker I~ kept 'Up-to-date by 
exposing' them to tbe Jatest develo ments pnd wchniques' of production. The· 
Committee ,voufd stre s that organislJdon of training course / refresher 
'COurses sbtluld rc,:ceive specia~ a,ttention o~ lli PC[$(lDn 1 Depar ent weU 
a. of top management 0 as ·to , ee tbat not ~ply the~ cour are orgalli cd 
tn a manner to best $erve 'th . inlere."t of the in«JuslfY but al 0 to make 
tor enthu$Wtic' ",d Mlling ~ipation by WO~ ers \HId oJlicer at~" level • 

J il ... ~ I '/' II :ij''i .1'11dpsttpl Relation~ r, . ,, ' • ) 

. . 10,1~'r Ther I are'] regi tered Trad Uniofls functioning in ' thi organl ' 
ation at present, which are affiliated to various All India Trade Union or ... , 

ganisations with different political ideologies, except two Unions. who claim 
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to hold independent ~iews. Two more trado unions are operating in this 
ar~, whQ are understood to have been registered by the Registrar of Trade 
Umons, Bihar, but there is no official confirmation to this effect, although 
a reference has been made by the Corporation to the State Labour Depa,rt­
ments to confirm the position, which is still awaited. Out of the above re­
gistered Unions, Hatia Projects Workers' Union affiliated to INTUC has 
been r.ecognised by the Management. So far as the staff of the Calcutta 
office are concerned, the Management has recognised the H.E.C. Em­
ployees' Welfare Association, Calcutta. 

10.25. In a written reply the management have informed the Committee 
that :-

"For quite some time the labour management relation has not been 
cordial as it should have been due to inter-union and intra-union 
rivalries. There has been frequeQt dmnomtratioDS leading to work 
stoppages and gherao, etc. and as such the industrial relation has been 
affected." 

10.26. The total man hours lost due to strikes and Iock-outs for the yell{ 
1968, 1969 and 1970 are as follows: 

1968 
1969 
1970 

2172 
36973 
3226 

mandays 

mandays 
mandays 

. 10.27. The Commi~ understand that the multiplicity of trade unions 
bas led to inter-union rivalries adveJ'!ilely affecting industrial relations. De 
Committee also find that for quite some time the labour management relations 
bad not been cordiaL There ~ been frequent delDonsbtions, leadhlg fp 
work stoppages and gberao eke and as such the industrial relation and hence 
the production in the plants had been affected. 'The Corporation had lost 
1171 maudays in 1968, 36973 mandays in 1969 and 3226 mandays in 1970. 

10.28. The Committee have dealt at lengfll with tile problem of manage­
ment workers relations in ~ir Report on 'PenJOIInel Policies aod Labour 
Management Relations in Public Undertakings' and would Uke to reiterate 
that the Corporation should spare no eftorts to give the workers in the 
Undertakintc a sense of participation and involvement in the chaUenging task 
of greater production for the good of IJae country. All disputes should be 
resolved through mutual discussion in oreler to come to an agreement 

Employment of Chiej Security Officer.as Controller oj Stores 
10.29. In his Report on the second fire accident in HEC in January, 

1964, Justice Mukherjee commented adversely about the security arrange­
ment of the Corporation. The Chief Security Officer of the Corporation 
was also adverselY c;immented in the Report of Justice Mukherjee. The 
then Chairman of the Corporation had therefore reported to the Government 
on 15th February,'1965 that the Chief Security Officer would be relieved 
from the services of the Corporation as soon as an officer of the IPS from 
the Bihar Cadre was made available. Although an IPS officer joined the 
Corporation, on the 8th July, 1965, the Chief Security Officer c~ntinued 
to work on his post upto January, 1967. and was thereafter appomted as 
Controller of Stores in Foundry Forge Plant. The Ministry were, however, 
Dot informed of this chanKC in the decision of the Corporation to relieve the 
Security Officer. 
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. 10.30. The CoDN,Dit'" on Public Undertakings (Fourth Lot Slbha) in 
para 124 and 12S of their 14th Report OD Heavy Engineering Corporation 
Ltd., observed • follows:-

"The CommiUee are constrained to observe that in spite of adverse 
comments made i~ a Report by an independent Enquiry Committee 
against t!te Chief Security ()jficer and even after the Corporation had 
made a commitment to the Government in February, 1965 that the 
Chief Security Officer would be relieved from the services of the Corpo­
ration, he was in fact placed in a position with higher responsibility in­
stead of being relieved from service. The change in decision about him 
was not even communicated to the Government. The Committee take 
a serious view of the scant re&ard paid by the management to the ob­
servations in the Report of an independent Enquiry Committee. 

The Conunittee also regret to note that the Government did not ke~p 
a watch on the actual implementations of the commitment made to them 
in this reaard. They desire that the matter should be examined by the 
Mi.nistry and suitable action taken." 

10.31. In their replies to the above observations/recommendations dated 
9-1-69 and 12-9-69. the Government stated as under :-

"After the.fire incident of 1964, the Chief Security Officer had to 
continue for some time to give necessary assistance in reorganisation 
work to the Security Adviser of the Company and then to Chief of 
Security Division. 

Security Adviser, Government of India, under whose close supervision 
the reorganisation work was being carried out, had advised the Corpo­
ration to retai~ the Chief Security Officer as second-in-command even 
after joining of the Chief of Security Division. 

Chief Security Officer's record of service has been good both before 
and after the fire incident o( 1964. Security Adviser and Chief of 
Security Division, HEC under whom Chief Security Officer worked after 
the fire incident, left a very good record about his work and conduct. 

It is true that after the fire incident of 1964, it was decided to relieve 
the Chief Sec~!:liy Officer from HEC but in view of subsequent develop­
ments mentioned above, and the fact that Chief Security Officer was 
only an officer in the hierarchy who had to depend on top management 
policies regula.tin~ the functions, strength and equipments of the organi­
sation, it was felt that ends of justice will be met if he was transferred 
outside the security organisation. Taking into consideration his past 
experience in Stotes work in Defence Services, on the recommendation 
of General Mana&er, Foundry Forge Project, he was transferred to that 
Project as Controller of Stores without any raise in his status or emolu­
ments. This tr.!!n~fer has not resulted in any promotion to him as implied 
in the Report of the Committee on Public Undertakings. 

It is true that in a letter to the Ministry written in February, 1965, 
the Chairman of tbe Company had stated that the Otlef Security Ofticer 
would be relieved froni the services of the company as soon as an officer 
of the Indian Police Service from the Bihar cadre wa!! available. How­
ever, subsequeml, the oompany decided that, cQnsiderilli all the cir­
cumstapces of tbe ·f;IIC~reJJlQval from s~~ of. the ofli~ wu not justi­
fied and that it would be adequ~~,if.~ ofticer,.was ,traD,$ferred from 
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the ~tlCi1Y Division ... It JIlay also be 'POinte«· out that the strictures 
ma~ In die. report of Justice Mr. B. Mukherjee about the functioning 
o~ the SecUrtty Department were in themselves not considered' a5 suffi .. 
clent grounds for dispensing \Yith the services of the. officer. It was for 
the company as the employer to take a deci,ion on the. basis of these 
structures. .It wa~, hoyvever, not quite correct for the company to have 
cha~d th~lr earher VIew about removal of Chief Security Officer with-
out mforn'Iirtg the Government." . . 

10.32. T~ .Committee enquired in May, 1970 from the Ministry at what 
level the ;declslon was taken for nat removing the Chief Security Officer 
irc;'m service and who was responsible for not iRformin~ the Ministry about 
~hls c~ange fr9ID the e~lier decision. They enquired whether this had been 
InvestIgated. If so, wIth what results and whether any responsibility had 
been fixed in thi,s regard. 

10.33. In their reply dated 9th July, 1970. the' I Ministry stated as 
u~~:- ' 

"The decision for not removing the Chief Seburity Officer frolll ser­
vice. was taken at the level of Chairman. The Company apparently 
conSIdered that the . ..transfer of the Officer from one project to oLher was 
an internal arrangement and that a formal reference to Government, was 
not necessary. The question as to who was responsible for not jnform­
ing the Ministry about the change from the earlier decision has not been 
investigated as' this has not been considered necessary." 

10.34. Subsequently, in their reply, dated 9th July, 1971. to .mother 
Que~tio!l the Ministry stated that "even though it would have becn aporo­
priate for the Corooration to keep Government informed of the change in 
their view, the mat~er was within the competence of the Corporation and as 
such, there was no case for any action being taken by Governmcnt in this 
regard." 

10.35. The Committee are surprised to find that thouJ:h the Corporation 
·decided to relieve tbe Chief Security Officer on the baSiS of adverse com­
ments made Ivy Mr. Justice B. Mukherjee in his Report on the second fire 
accident in HEe in January, 1964, subsequently the Chief Securitv Officer 
was transferred to the stores organisation of the Foundry FOl'2e Plant ~md 
the Ministry were not even informed about this cha~e in the decision. TIle 
Committee on Public Undertakings and their 14th Report on IIEC Limited 
desired that the matter should be examined by tbe Ministry and suitable action 
taken. The Mini'itry have, however, held that it was within the competence 
of the Corporation to trander tbe officer from one proj~ to another. 

10.36. The Committee do O()t share the opinion of the MinIstry in this 
regard. 'The Committee would like to Inlite the .attentien of the Gonrnment 
to the recommendation/observation 01 the Cominittee contained In para 125 
of their 14th Report on Heavy En"lneerint! Co.,;orati(m Ltd., whl"re it was 
suggested that whenever special Enquiry Committees are set up by Govern­
ment. the aetion taken on the ob8erT~!recOlqlDendat1oas of such repor(5 
shouN be w.-tdae4 by the MInhtries eoace~, Ja Talply to thisrecommenda­
tion Government have· stated that '~~ ~ns bad been issued 
to tbe ackaJDlNrative MinistriesJDepartment as desired ".:the Cq~mlttee." 

10,37: The CODUDIUee reiterate th8t It was tllgtilv ~,_ the part 
of ·~ .. C~On to ~-~:'~ef seea~ 0IIi~ as .. C~r of 
Stores wlthouttnfol'lllinR-the 6~einMeBt .. · .;, . . '. " 
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TOWNSHIP 

A. Deficit in Rwming the Township 

11.1. The net. Township Losses excluding out & depreclation during 
1970-71 are indicated below :-

1. ExDCDditure towards maiDtooaace . 'Of 
Township .. .• 

2. Expenditure on running Hospital .• 
3. Expenditure on .rannina School 
4. Eltpertditure on Horticulture and Farming 
5. Grant of Sporta Clubs It Cult. 

Organisation 

TOTAL 

Expenditure 

83'96 
39·22 
8·71 
1 ·8S 

(Rs. in /Qkhs) 

Income 

55·58 
0·66 
1 ·68 
0'31 

Net 

28 ·3S 

38 '56 
7·03 
1 ·54 

0'37 0'37 ._------
134·11 58'23' 75·88 

. 11.2. In a, written rePlj. tbe Management have s~ 'that "It bas been 
already decided .by Govemment that cap!ta1 expenditure incurred for tpwn-
ship should be met of share capital. Up to the. end of '70-71., we have 
nol been able to implement this. Every effort is being made to get the pro­
ject cost of towpsbip approved by Government and to treat the capital 
expenditure incurred in respect of township ~ share capital." 

B. Impropec maintenance of estate office records 

] 1.3. A review of the nouse c~rds miuntained by the estate office indi­
~ated that· in most qf the cases, particulars regarding dates' of 'occupation! 
:vacation and emoluments· drawn by the incumbents had not been noted there­
in. Besides, demand reJdsters for watching the recovery of rent were not 
maintained properly. The figures appearing in the demand registers were 
also not reconciled with those appearin~ in the financial books. 

t 1.4. The lack of proper maintenance of the records resulted in under­
recovery of rent to the extent of Rs. 1.09 lakhs in certain cases which were 
noticed by Audit and pointed out to the Management in February, 1967. 

11.5. It is understood from Audit that a test check of some of tht: house 
cards indicated that in certain cases the dates of completion, occupation 
and vacation are still not being noted. While the emoluments drawn by 
the allottees at the time of occupation are indicated in these cards, subse­
quent changes as a result of increment or promotion are Dot recorded. 

11.6. The demand registers are not maintained properly even now. The 
rent actually recovered is noted in these registers but rate at which it is 
recoverable and the amount due in a month are not recorded. As a result 
the rent recovered ClUlnot be checked with the rent due. 

179 
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11. 7. I!l this cowection reference is also invited to note 10 (a) of the 
Dotes forming part of the Balance Sheet of the Township as at 31-3-1970 
which reads as follows :-

"(a) The rent account could not be fully reconciled with the rent re­
coverage as per quarters Register. However, reconciliation is 
in progress and adjustments, if needed, will be made next 
year." 

11.8. Further, ·the Company Auditors in their report to the Board of 
Directors on the I!ccounts for 1969-70 observed as fonows :-

. "It is observed that the assessment and recovery of rent offered 
much scope fo( improvement. There appears to be camplete lack of 
internal control and check in realisation of the rent in as much as pro­
per records are not being maintained showing the rent assessed, collec­
tion made there against the balance outstanding." 

11.9. Th~ Committee enquired whether the scrutiny of the rent cards 
with reference to the under recovery statement had since been completed 
and what were the reasons for not maintaining proper records for watching 
the recovery of rent even after a lapse of about 4 years from the date the 
defects were bro\lght to their notice by Audit. In a written reply, the 
Management have stated as under :-

. "'The scrutiny of rent cards with reference to recovery statements has 
since been cODJ1)~ted. Out of a sum of Rs. 1.09 lakhs, a sum of 
Rs. 92,007/- h~s been recovered and the balance of Rs .. 16,923/- is 
under process of recovery. 

In the initial stages the records were not properly maintained due 
to inexperienced staff posted. It has since been rectified and the re­
cords brought up to date." 

C. Delay in tile Allotment 01 Quarters 
11.10. There was considerable delay in the allotment/occupation of 

quarter:s after their c,gmpletion in permanent township at Ranchi. Allowing 
one month's time as the reasonable period for observing alJ the fonnalities 
for allotment and occupation of the quarters, the loss of rent in respect of 
the quarters on the basis of 10 per cent, of the average of the pay ranges 
of officials to whom these were to be allotted worked out to Rs. 2.94 lakhs 
approximately. -

11.11. Besides, 216 quarters of Band C/D type had been lying vacant 
since their compl~tion between April, 1965 and June, 1966. The total 
vacancy period up to the above ~te came to 2,644 months and the loss of 
revenue on this ac~unt worked out to Rs. 1.56 lakhs approximately. 

11.12. The Mi_nistry informed Audit in February, 1968, as fotlows :-

"(a) There were delays in the allotment of 'C/D' type quarters in 
Sector III because initially certain fittings such as, air condi­
tioners, geysers, etc. had to be installed to ma,ke these con veni­
ent for the experts. Later on, a decision was taken to accommo­
dated the experts elsewhere. Pursuant to this decision, certain 
additions and alternations had to be made in those quarters to 
make these suitable for Indian Employees. 
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(b) The allotment orders in respect of certain 'E' type quarters 
had to be issued and cancelled because the allottees failed to 
occupy them within the specified time and these quarters had 
to be re-allotted to two to three persons after cancelling the 
earlier orders. 

(c) The non-allotment of 'B' permanent and 'C/D' type quarters in 
Sector II was due to want of entiled persons." 

11.13. The Ministry have further added that "following are some of the 
steps that have been taken with a view to reducing losses arising on account 
of houses remainin~ yacant." :-

(a) Further construction work in the township has been stopped. 

(b) Certain vacant houses are expected to be occupied when the 
construction of Diesel Engine Factory is taken up. 

(c) Certain houses are likely to be allotted to the staff of the 
Foundry Forge Institute which will be set up at "Ranchi 
shortly. 

(d) The staff who are now livin~ at Ranchi are being encouraged 
to occupy houses in township. 

11.14. In a written reply, the management have now informed the Com­
mittee that there are no vacant quarters lying for allotment except those 
reserved for 'minority community'. It has been added that "Now the allot­
ment committee meets twice a month and there is no delay in allotment." 

1l.J5. 'The Co ..... ttee find that the Corporadoa iDcurred a Det los5 of 
Rs. 75.88 Iakhs iD ODe year (1970·71) iD nanning lie township. The Com­
mittee feel that the loss ta maintaiDing the towasbip is rather on the high 
side and steps sbouId be taken to redQCe die loss by raisiDg die income on 
township, aacl adop.bag suitable meuures to effect ecODOlDy cOllliltent with 
efficient service. TIle Commi~ share the views of Audit that in mainten­
ance of records for assessment aad recovery of rent leave there B much 
scope: for improvement. TIle Committee !iD'e8s that loss due to lack of 
mamtenance of the records and due to delay bt the aUoCment of quarters 
!iIIouId be avoided. 

11.16. 1be Committee find thpt in 1970.71, the ellpendJCure in runniag 
the hos,..... 'W8S Ib. 38.56 lakhs. 1bis appears to be on the high side. The 
COlDDllttee would su.. that die working of the hospital should be got 
examined by an expert body with a view to effe~ economy wherever 
possible consistent wHh maintelUUlCe of reliable medkal and hospital 
asslstaDce to the employees. 
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CONCLUSION 

, , 

12.1. The Heavy Engineering Corporation Ltd., Ranchi was incorporated 
on 31st December, 19S5 UJ1der Companies Act, 19'56 in the State of Bihar 
tD develop the manufacture of heavy equipments in the country. 

12.2~ In view of an ambitious programme of development of iron and 
steel industry in Indi~ in the 2nd, 3rd. 4th and subsequent Plan periods, 
th~e was a'Weat need for India becoming self-sufficient as early as possible 
in the q1anufacture of heavy machinery alld ,equipment particularly those 
required, by the steel Plants. Government ~ided in April; 1960 to set up 
with technical coll~boration and credit assistance of the l,JSSR the Heavy 
~chine Building Plant,with a capacity of go,OOO tonnes per anmlm. 

12.3. A Foundrv Forge Plant was set up mainly to meet the require­
ments of castin~ and fOllings of Heavy Machine Building Plant and also 
Heavy Machine Tools Plant., 

. 12.4. The Proie4 ~port indjcates the following rated capacity of the 
Foundry Porge Plant,:-

(a) Gro~IrQn an!il Non-feroo\lS Fouaqry ... " 39 .. 760 M. tolls (U'St.) 

, .' ~(b)' Steel FoiBdry ,., 
.ro,OOO M. tons (111 Stage) 

•. ;il ., 66,000 M;.:tcJb(UStap) 
'li4'~ M. tOlll (II} Ita .. ) 

I. ,.f •• ' .: "\,, 21;100 M. fOlll (W'!ftake) 
.i I, '.,109 M. _ (Ul'!t8jt!) 

: 1 'I I.",' r' .f. j" . 110 PH 'i t 

" ·t~S. InfN,Qvember, '1~60Jihe Hea'7EnginCe~m&, CorPor4tio.\i' was ~trusted 
witJ. the execution or :ijeavy .. ,Macl;line ,'T.~l~ Pj'ant for, the JW4lufact~e of 
diverse items of heavy tools ,sta~tlOg ",'lth, 16.Qoo tons per ',an~ m the 
first stage and to be ultimately expanded to 20,000 t~' in ,~e ~oDd 
stage, 

, ", 12.6~ T)ie'followi!li is thec;apital stri1ctur~ of ,~ Corporation i'S on 31st 
March,.)971 :-

(i) Authorised Capital 
Paid-up Capital 

1 ( f ' 

(Ii) Unsecured loans from Government (including Rs. 1'1 crore 
for working capital). , , , , . , . . . , .. 

(iii) Deferred Credit 

Total loans/deferred credit 

Equity-Loans 

100,00 
1'00·00 

145·75 
15·47 

161 ·22 

1 : 1 '61 

12.7. The Cor,pmittee find that the question of changing the equity debt 
ratio has been pending with the Government for 'about 8 years. They 

1!!2 
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recommend that &:fter exa~g all the financial implications the Govern­
ment sh?uJd finalise the capital structure of the Corporation without any 
loss of time . 

. ~2.8. The Committee also find that it took the Corporation and the 
M m.lstry almost ten years to finalise the capita). \ estimates of the various 
projects of H~C. The- estimates for township and 'common charges' arc 
yet ~o be finalIsed by them. The Committee feci that it is unfair to the 
Parliame~t and to the country to make them commit to a project on a piee-.!­
m~al basIS from year to year without giving a true and realistic picture of 
the final cost of the prOject. The Committee would like to strongly re .. 
emphasise and r~iter:~te what has been stated in the 51st Report of the 
~stJmates CommIttee (1963-64) that the total commitments on such pro­
Jects should be prepared as realistically as possibld in the b~ginning and 
should be available to Government and Parliament before a project is 
aJ)p(oved so that there is proper and etfective control on the. finances of the 
Company. The Committee recommend that all the procedural delays 
should be investi~ated and responsibility fixed for the various lapses which 
have caused the delay in the sanction of the estimates. 

12.9. The Committee find that the delay in the erection and commission­
ing of the project has considerably lengthened the ge9tation period of HEC 
resulting in considerable loss in producti9n. The cost of COl1struction went 
up as a result of delays. The rate of build up of production capacity in 
the Heavy Machine Building Plant and Heavy Machine Tools Plant and 
also the production' in FFP had been affected due to delay in the erection 
and ~l!lmissioning of the Foundry Forge Plant. The Committee regret that 
although the inform!ltion about delay came to the Ministry through periodi­
cal reports on progress of construction and through quarterly financial re­
views, the Ministry did not take any effective action. 

12.10. TQe Committee take a serious note that neither the Corporation 
nor the Ministry have a~sessed the total loss suffered by the Corporation 
as a result of delays in the erection and commissioning of the Plant. They 
recommend that the Ministry/Undertaking should find out the total loss in­
curred by the Corporation as a result of delays, the extent to which delay 
could have been avoided and. to as certain as to the precise causes responsible 
for not taking timely action. 

12,11. The Cgmmittee regret to note that the Project Report did not 
indicate the build-up of capacity froin year to year and almost every year a 
new exercise is beiDi( done to determine the build up of capacity. The 
Committee are of the oDinion that a realistic assessment of build uo of caoa­
city should have been done at the very inception and if it was revised BUbse-­
quently, the reasons therefor and the concrete action ~en to. obtain the 
rated capacity. should be contempo.raneouslv brou~ht ~n record 10 the form 
of memorandum for the consideration of Board of Directors. Government 
should be kept contemporaneously informed of the position. The Com­
mittee recommend that Government should ensure that the Proiect Reports 
for Plants to be set UP in future should indicate the gradual build-up of the 
capacity of the Plants from year to year. 

12.12. The Committee are concerned to find that only l~ to. 25% C?f the 
capacity of the plants had been utilised and because of organisational failures 
the Corporation had to off-load to ancillary industries/sub-contractors even 

14-1S8LSS/72 
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heavy structurals, castings and forgings in order to meet the commitments 
already made. The Committee desire that constant efforts should be made 
to see that off-loading is avoided as far as possible and only such items are 
off-loaded which are clearly outside the profile of H.E.C. or where it is in 
tho overall interest of the Corporation and industrialisation policy to get 
them manufactured in ancillary units. 

12.13. The Committee express their deep concern about the delay in 
the execution of orders by HEC which has resulted in "serious delays in 
commissioning of various projects" both ,in the public and private sectors. 
"No assessment of the exact impact of such delays has been made" either 
by the Ministry or by the Management. Though the Committee on. Public 
Undertakings (1967-68) had recommended that the COrporation should 
take immediate steps to ensure adherence to the delivery dates, the Mana~e­
ment admitted that there were still delays in the execution of orders because 
of low productivity, poor maintenance and unsatisfactory supply of materia,1s. 

12.14. The Committee note that deIit' in execution of work in Foundry 
Forge Plant is the major contributory factor for the delay in the execution 
of orders in H.E.C. 

12.15. The Committee note that in spite of the recommendatioll5 of the 
teclmical experts to improve the working of FFP the position has not substan­
tially improved. As the FFP holds key to production in .the entire complex 
the Committee feel compelled to .recommend that the position should be re­
viewed at the highest level and a task force entrusted with the responsibility 
of bringing u~ the production in FFP to the level required for meeting adequa­
tely and in tune the requirements of Forgings and Castings etc. The Com­
mittee would like to be informed of the improvements affected within three 
months. 

12.16. The Committee are constrained to observe that Heavy Engineering 
Corporation have not been able to meet in full .the orders for equipment and 
machinery required for the Bokaro Steel Plant. The Committee view with 
concern that the extremely unsatisfactory trends in the supply of equipment 
and structurals to Bokaro Steel Ltd. by the Heavy Engineering Corporation 
Ltd. seriously affected the erection programme of the Bokaro Steel Lt.!' 
and recommend that Government shOUld immediately make an overall assess­
ment regarding the actual supplies made by BEC vis-a-vis those scheduled 
for deHvery and take appropriate steps either for the manufacture of the 
components in the country or for importing them consistent with the pro­
duction capacity of the HEe. 

12.17. The Committee see no reasons why Heavy Engineering Corpora­
tion should not be able to pick up the work to its full capacity in the next 
two or three years and provide to the maximum extent possible indigenous 
equipment and machinery for meeting the expansion requirements of Bokaro 
and other steel plants and the setting up of three new steel plants. 

12.18. The Committee are surprised to find that a sum of Rs. 286.63 lakh!> 
has been paid to Bokaro Steel Ltd. in respect of design documentation without 
even ascertaining whether the cost is payable at all. Out of the said sum a 
total expenditure of Rs. 122.94 lakhs was incurred for design documentations 
which were either already in possession of the Corporation or which were 



185 

not at aU u~sed as components/completing equipments for which the design 
documentations were meant, were actually imported. The Committee are of 
the opinion that the loss incurred by the Corporation on the procurement of 
design documentations was due to Jack of adequate coordination between the 
Bokaro Steel Ltd. and H.E.C. 

12.19. The Committee would like Government to probe into the matter 
of import of design documents in order to find out the extent to which the 
import of design documents, for which large amounts have been paid, was 
avoidable and has proved infructuous. The Committee recommend that 
Government should take steps to avoid such losses in future. The Committee 
would also like Government to issue detailed instructions to public under­
takings in the light of this experience so that no omnibus commitments in 
respect of design documents is entered into which obiges an Undertaking to 
import designs and drawings irrespective of their need. 

12.20. The Committee find that the Corporation decided to undertake 
the manufacture of some of the major items like 4.6cu.m. excavators, charging 
box-cars, drilling rigs, derrick mast etc. without any proper planning. The 
ill-planned production has resulted in considerable loss to the Corporation. 
The Committee view with concern the lack of planning and undue haste in 
taking up manufacture operations and sinking large amounts wit~out a proper 
market survey of potential customers, resulting in blocked capital and losses 
to the Corporation. 

12.21. The Committee recommend that all such cases where manufacture 
of items had been taken up in anticipation of orders or grossly in excess of 
orders in hand should be carefully invelitigated and responsibility fixed. The 
Committee suggest that Government should also issue suitable guidelines as to 
avoid such lapses in future. 

12.22. The Heavy Engineering Corporation incurred an expenditure of 
Rs. 11.23 lakhs by way of engaging two foreign consultancy firms to prepare 
quotations for Bailadila and Kiribru projects on turn-key basis. TIle Com­
mittee note that ultimately the decision at Government level was that the role 
Qf Heavy Engineering Corporation should be limited to that of supply of equip­
ment and machinery only. The Committee would like Government/H~avy 
Engineering Corporation to learn a lesson from those instances and lay down 
clear guide!ines so that no premature action is taken to engage the services of 
foreign consultants at heavy cost when in the last analysis their services are 
hardly requil1ed resulting in unfruitful expenditure. 

12.23. The Committee note that the Detailed Project Report had prescri­
bed norms of rejection for shapped castings, ingot moulds, GJ. r';lUs .and cn 
the basis of these norms it has been worked out that the excess relectlOns for 
the years 1964-65 to 1968-69 amounted to Rs. 22.44 lakhs. In view of the 
heavy amounts involved in these rejections. the Committee would .stre:ss th.e 
need for taking remedial measures to see that the percentage of rerc!lons IS 

immediately brought down within the norms envisa~ed in the Detailed Proi~t 
Report and in fact it should be possible to further reduce the incidence of these 
rejections by improving quality of materials and production and by imparting 
training to workers and supervisors at aU levels. 

12.24. The Committee note that the Detailed Proiect Report did not lay 
down the percentage of rejection for several other categories of Il,:anufa.cture 
which are now being undertaken in tbe Corporation. The Conunttee would 
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!ike th~ Corporation to lay down strict norms for these rejections so that it 
IS possIble to evaluate the performance and take necessary remedial measures 
to reduce losses on account of rejections. 

. 12.25. T~e Committee ~ecommend that the quality control and inspection 
In all the UOlts should be Improved so as to obviate the complaint~ from 
c~tomers ~egarding the quality of products manufactured by the Corpora­
hon. and wm the co~fidcnce of the customers by supplying flawless quality 
equipment and machmery. 

12.26. The Committee take a serious not of the fact that no record was 
maintained to indicate the utilisation of machines and laboUr in any of the 
main production shops of the Foundry Forge Plant. Records maintained in 
the Heavy Machine Building Plant were not fOUnd to be proper. 

12.27. 'The Committee cannot too strongly stress that not only 
proper records of idle labour hours and idle machine hours should 
be kept but that these should be systematically analysed with a view to take 
timely action to eliminate such wastage of productive resources. 

From the available records the Committee find that utilisation of la">our 
and machine hours in all the plants of Hea\I.Y Engineering CorporaJon wa~ 
much below the total hours availaple. The Committee are shocked to find 
that in spite of their highlighting in their 14th Report on Heavy Engineering 
Corporation Ltd. (presented in April, 1968) that the machines were not 
bein~ put in use for want of trained operators, this handicap continuous to 
persIst and accounts for idleness of machines to the extent of about 29% 
(HMBP) in 1970-71. The Committee are baffled by shortage of trained 
personnel on the one hand and idle labour hour on the other. Obviously there 
has been no purposeful effort to utilise the available manpower for productive 
purposes, otherwise they can see no reason why it was not found possible 
during all those four years to train up adequate number of persons in the 
duties of operators. 

12.28. The Committee reiterate that the Corporation should work out 
and introduce without further loss of time an incentive scheme in consulation 
with expert and workers' representatives so that there is in-built incentive for 
greater production. 

12.29. The Committee are greatly concerned to find that while the 
utilisation of Foundry Forge Proiect and Heavy Machine Building Project 
has only been to the extent of 30% or less, the staff hac; been appointed in 
almost full strength. The Committee cannot too strongly stress that there 
should be proper planning in the matter or employment of officers and workers 
to ensure that they synchronise with the phsyciaJ and actual progress made 
in establishing production. 

12.30. The Committee stress that organisation of training courses/ 
refresher courses for workers and officers at various levels should receive 
special attention of the Personnel Depa,rtment 8S well as top management so 
as to see that not only these courses are or~anised in a manner to best serve 
the interest of the industry but also to make for enthusiastic and willing parti. 
cipation by workers and officers at all levels. 

12.31. The Committee find that the costing system followed by the Cor­
poration suffered from various deficiencies. They find that no cost accountin8 
manual had been prepared; no detailed cost estimates were being prepared 
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before undert.aking the .job fixed and variable expenses were not recorded se­
parately; no Job analysIs had been made to fix the norms for labour require­
ment. In these circumstances, the Committee feel that the system of cost 
acoouoting and cost control as prevailing during the last 8 years or so was 
neither scientific nor effective. 

12.32. The Committee find that the actual cost of production in all the 
plants of HEC was considerably in excess of the estimates given in the DPR. 
Low productively, high cost of materials and wa~ rise without commensurate 
rise in productivity are given as some of the reasons which have resulted in 
the high cost of production. Except in the case of a few items, the cost of 
production in the case of major items of production exceeded even the sale 
price. The Committee further note that, in making the cost analysis, over· 
head expenditure as applied to various jobs had only been taken into con­
sideration leaving substantial portion of overheads unabsorbed. The Com­
mittee find from the review of some of the cases that the Corporation incurred 
a substantial loss as a result of quoting prices much below the cost of pro­
duction. 

In case the Corporation has to be a viable unit it must reduce substantially 
its cost of production. The Committee on Public Undertakings (4th Lok 
Sabha) in their 14th Report on Heavy Engineering Corporation had recom­
mended that "Concerted efforts should be made by the management to reduce 
the cost of production through improved productivity and reduction of in­
ventories, wastages of materials, and better utilisation of men and machi­
nery." The Committee, deplore that nothing substantial has been achieved 
by the Corporation in this direction. 

12.33. The Committee are greatly distressed to find a large number of 
cases of defective and ill-planned purchases resulting in loss of several lakhs 
1)f rupees to the Corporation, due to defective procurement and purchase pro-
cedure. The Committee would, therefore, stress that all cases of irregularities 
in stores should be closely anallysed with a view to identify the short comings 
and deficiencies in the procedure and to rectify the same without delay. 

12.34. The Committee would also likle the administrative Ministry and the 
Bureau of Public Enterprises to take special interest in the matter of stores 
management for the Committee have come across all too frequently such 
QSes of defective and ill""Planned' purchases which are symptomatic of a 
-deeper malady. Government should emure that officers who are initially 
put in charge of stores and procurement are persons of experience and proven 
integrity so as to give a sound start in the matter of inventories and proce­
'<lures for purchase etc. to the Undertaking. 

12.35. The Committee recommend that concerted efforts should be made 
to bring down inventories to reasonable limits so as to avoid unnecessary 
locking up of working capital in inventories and considerable loss to the Cor­
poration resulting in high cost of production. 

12.36. The Committee on Public Undertakings during their examination 
-of Heavy Engineering Corporation Ltd. in 1967-68 were informed that by 
1970-71 there would be an accumulated loss of about Rs. 20 crotes and it 
would take the Corporation about 3-4 years to wipe off the losses. The Com­
mittee felt unhappy and observed that the expected profitability of the plants 
was very low. The Committee now find that even the low expectations of 
the Ministry have been totally proved to be erroneous. The actual accumu-
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lated losses (Rs. 73 crores) by 197()" 71 are three and a half times more than 
that earlier expected. The Committee are deeply concerned at the huge loss 
suff~red by the Corporation since its inception. According to the forecast 
furrushed by the management the Corporation is likely to suffer losses to 
the tune of Rs. 23.5 crores during the next two years, although these fore­
casts are only tentative. The actual losses are likelv to be much mme as 
according to the latest assessment of the Ministry the year of break~ven 
point has been shiflted from 1973-74 to 1974-75. The Committee feel that 
at this rate Corporation is likely to wipe out all its paid up capital in the 
next two years. 

12.37. The Committee highly deplore that the Project Report does not 
include any realistic assessment as to when the Corporation was likely to 
breakeven. All the eJQercises made so far differ widely from each other. The 
break-even point is being shifted from year to year by bringing down the 
likely production and the sale value thereof. From the studies made so far 
it is difficult to know as to what are the actual orders anticipated and whether 
the Corporation would really break-even within any reasonahle measure of 
time. The Committee would suggest that the management should intensify 
the effort to increase production, ensure timely delivery and reduce their costs 
and over-heads by improving productivity and affecting economy. 

12.38. The Committee are forced to the conclusion that the Heavy Engi­
neering Corporation have suffered mainD.y because they have lacked an organi­
sational set-up which could bring up in an integrated manner the three com­
plexes of Foundry Forge Plant, Heavy Machine Building Plant and Heavy 
Machine Tools Plant which constitute the Heavy Engineering Complex. 

12.39. The Committee are greatly concerned to note that the Heavy 
Engineering Corporation particularly the Foundry Forge Plant and Heavy 
Machine Building Plant are still lacking in fum orders on long term bases 
which alone can ensure development and production on an assured and rational 
basis. 

12.40. The Committee welcome the steps taken recently by Government 
to standardise the machinery and equipment required for setting up new !'>tee) 
plants and for expansion of the existing steel plants. With the standardiza­
tion of machinery and equipment, it should be possible to make usc of the 
capacity available in the Heavy Engineering Corporation to the maximum 
extent in o,.e interest of achieving self-reliance. Considering the fact that the" 
responsibility for steel plants as wen as for Heavy Engineering Corporation 
are placed under the same administrative Ministry, the Committee have no 
doubt that Government would take necessary measures including the setting 
up of Task Forces to sort out in detail, the requirements of machinery and' 
equipment for the new steel plants and expansion of existing ones in order 
to place long term fum orders on Heavy Engineering Corporation. 

12.41. The Committee need hardly stress that once orders arc pla,cOO on 
Heavy Engineering Corporation, the Corporation should spare no efforts 
to see that machinery and equipment of guaranteed qUality which would make 
for most efficient production are turned out and delivered accordin~ to 
schedule. The sale price for these machinery and equipment should become 
increasingly competitive with increased turn-over. 

12.42. The Committee have been informed that the Ministry/Mana.~e­
ment have taken a number of measures such as reorganisation of the manage-
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ment at the higher level, Introduction of Incentive Scheme, improvement in 
the costing system etc. by bringing about improvement in the functiuning of 
the organisation they hope to increase productivity and production. 

12.43. The Committee find that the Ministry have already taken action 
in organising Task Forces to tackle systematica,l1y and earnestly the problems 
of Heavy Engineering Corporation. While the Committee appreciate the 
determination with which the problem of putting to full utilisation the capa­
city in Heavy Engineering Corporation is being tackled of late, they feel that 
these efforts would have to be sustained over a number of yeare; lill all the 
teething troubles of the plants are overcome. Above all, the management and 
workers should show a sense of unity of purpose and dedication in stepping up 
productivity and production of this crucial heavy engineering sector project. 
The Committee recommend that Government should keep an unremittin8 
watch on the utilisation of capacity of the plant from quarter to quarter and 
year to year so as to ensure that there is no slackening of efforts at any time 
and at any level so that the full rated capacity of the Corporation, which has 
been set up with such large investment of the nation, is put to effective use 
at the earliest. 

12.44. The Committee hope that with the effective implementation of the 
measures initiated by Government, the HEC would be able to improve pro­
duction, procure greater number of orders, adhere to delivery scherlules effect 
economies and arrest losses. 

NEW DELHI; 

A.pril 26, 1972 
Vaisakha 6, 1894(s). 

M. B. RANA 
Chairman, 

Committee on Public undertaking$. 



APPENDIX I 

(VIde para 2 '5, page 17 of the Report) 

Stattm~nt showing tM various Italtl 0/ ProJtct Estlmatts In ruptct 0/ tach Project 0/ HEC 
from tM time a comp/ttt proposal/rom 1M Company was rtctlNd to the tim, 0/ wut of 

jina/lanction by Govtrnmenf. 

Foundry Forge Plant 

1. First estimate of capital cost for the entire plant received from the 
Company ., .. .• .. .. .. .. .. .. 

2. Referred to Finance Ministry 

3. Finance Ministry asked for more clarifications 
4. HEC addressed for clarifications 

5. Clarifications received from the Company 
6. Referred to Finance Ministry 

7. Purther clarifications called for by the Finance Ministry 
8. Company again addressed 

9. Com:mnts of the Company received on 

10. Referr"d to Financ~ Ministry 

I 1. Purther clarifications called for by Finance Ministry 
12. Company addressed 

13. Clarifications received from the Company 

14. Referred to Finance Ministry 
1 S. Approval to estImates at predevaluatlon rate accorded by Finance 

Ministry 
16. Finance Ministry requested to approve post-devaluation estimate 

17. Further clarifications called for by Finance Ministry 

18. ComJ)anyaddressed 
19. Oarlflcation received from tho Company 

20. Referred to Finance Ministry 
21. Approval aocorded by Finance Ministry 

22. Sanction issued on .• 

Heavy Machine Building Plant 

I. Final estimate received from tbe Company 

2. Referre1 to tbe Finance Ministry 
3. Further clariflcations required by Finance Ministry 
4. Discussion with Finance Ministry about tbe clarifications and 

discussions with the representatives of the Company 
5. Clarifications received 
6. Referred to Finance Ministry 
7. Further clariflcations called for by Finance Ministry 

8. Coml11ny addressed 
9. R"ply rooeived 

10. R"rJrred to Finance Ministry 
191 

25-7-64 

4-8-64 
22-12-64 

22-1-65 
1-6-65 

8-7·65 

14-4-66 

16-5·66 
17·12-66 

27·12-66 

18·6-67 

19-8-67 

I ()'H-67 

8·12-67 
20-1-68 
31-1-68 
19-3-68 

3-4-68 
3-5-68 

16-5·68 

19-6-68 

1·7-68 

19·8·68 

28·8·68 
4-9-68 
8-9-68 

20-11-68 
29-11·68 
14-2-69 
26-2-69 
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11. Po.lrthcr clarilicltion, roquired by Finance Ministry 

12. Referred to Finance Ministry 

13. Finance not satisfied with reply. A reference to Company 
suggested 

14. Company addressed 

15. Reply received 

16. Referred to Finance 

17. A further connected file called for 

18. File sent 

19. Pi n1"C~ Mini'try a:lvise that approval of Minister should be 
0'tain~1 

20. Minister's approval obtained and file sent to Finance 

21. Approval of Pinance Ministry received 
22. Slnction issued on .. 

Heavy Machine Tools Plant 

J. Final estimate received from Company .. 

2. Referred to Finance Ministry 
3. Purther clarifications asked for .. 

4. Com,any addressed 
S. Details received from the company on 

6. Roferred to Finance Ministry 
7. A,proval of Finance Ministry received on 

8. Snction i"u~1 

30-4-69 
17-6-69 

24-6-69 
15-7-69 

20-11-69 
26-11-69 
20-12-69 

3-1-70 

23-1-70 
21-2-70 
10-3-70 
9-4-70 

3·5-68 

22-5-68 
26-7-68 
7-8-68 

5-10-68 
18-10-68 
22-4-69 
18-6-69" 



APPENDIX U 

(Vide para 6 ·80, page 11 of the Report) 

Slepr taken by the Mlntlg;!mmt against de/ici!ncits brought in the Report of the 
Technical Team who submitted their Report in January, 1969 

Deficiencies 

I. Main cau,e of delay in the development 
of m3.nufacture and supply of different 
it"m, particularly that relating to 
d!f~:l;! is inl1~qulte co-ordination, 
planning anj sup':fvision. 

n. Tho delivery dates had been quoted 
to the customers arbitrarily. The 
scheduled dates for completing the 
work in each department were worked 
out by the ('..entral Planning Depart­
ment by simply working backwards on 
the delivery dates arbitrarily quoted 
to the customers and therefore had 
no relation to reality. Even later no 
attempt was ever made at any stage to 
determine realistic delivery dates for 
completing work in different depart­
ments. 

Ill. In the Central Planning Office no 
reliable information is available about 
the extent of load in different sections. 
The absence of this information leads 
to imbalances in the shops. Steps 
should b" taken immodiately to build 
u:> an organisation in the Central 
Planning Office where reliable data 
is available about the load in each 
section. 

IV. The Central Planning Section which 
is responsible for co-ordination plans, 
is at present under the control of 
Works Manager. This arrangement is 
very ineffective as the Works Manager 
has no control over the other Depart­
ments the work of which he is required 
to co-ordinato and as reporting on 
shop performance is not unbiased. 
In order that this organisation should 
play an effective role it should be 
taken out of the control of Works 
Manager and placed directly under 
the control of General Manager who 
should co-ordinate activities of all 
departments under his control. Need­
less to say that this organisation should 
be headed by a suitable person pro­
perly staffed. 

Steps taken 

2 

Co-ordination meetings are being held 
regularly at the management level for 
close follow-up of orders. Project 
officers had been nominated for specific 
important orders. 

More realistic delivery dates are being 
quoted taking into consideration the 
time required for prccurement of mate­
rials and blanks and load in hand. 

An organisation for effective productir[ll 
planning and control set up for H.E.C. 
is being further strengthened and tech­
niques are bei"g improved including 
introduction of computers. This im­
provement shall be a continuing feature 
till production reaches full production. 
Obviously the set up required for 30,0()() 
T per annlllll is vastly different from 
that required for 80,000 T per annum. 

An organisation for effective production 
planning and control set up for HEC 
is at present under consideration. 

193 
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1 

V. The purchas, D"partment is in arrears 
of over 10 m;)nths, and the purcbaso 
action is indicated only at the time 
ml>!t of the items are required. No 
list has yet been prepared of standard 
stock items. In order to arrest 
further deterioration it is recom­
m'nded that the purchase department 
should immediately be strengthened. 

VI. At present the Stores and purchase 
orpnisations are working indepen­
dently. This docs not lead to coordi­
nated working. For efficient work­
ing it is necessary that all the organi­
sations handling materials, purchases 
and stocking should be placed under 
unified control under one COSP. 

VI[. The materials purchased for any 
specific order should be reserved for 
issue against that order only and not 
utilised for other orders without proper 
sanction. 

vm. The shop practices at present existing 
are very poor. Steps would require 
to be taken imm~diately to ensure 
that the staff enga~ed in operating the 
machine tools know the techniques of 
correct use of tools. It would also 
be desirable to introduce refresher 
courses for supervisors and junior 
manalocs. 

lX. It was understood that although a 
system of preventive maintenance has 
been introduced yet machillO tools 
are not released Itt time for timely 
attention. This is allowed to conti­
nue, would result in serious break-down 
later. The manaSOffient should take 
immediate steps to arranlO to work 
to the preventive system of mainte­
nance. 

2 

The arrears in purchase section have been 
brought down. A number of Items have 
been declared as stock items. 

Stores and purchase organisation is now 
under the control of Controller of Stores 
and Purchase in the plants and materials 
Manager ih the headquarters. 

This is being followed up deviation is 
made only with the approval of the 
competent authority. 

Constant effort is OOins made to im­
prove the existing shop practices parti­
cularly in the context of introduction of 
inccativC8. 

A programme of preventive maintenance 
is pfepared and adhered to the extent 
pouible. There is colllidcrable ICePI' 
of Improvement in tbis upict. 
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APPENDIX VI 

Summ"" 01 Coneluslolfs/ ~~k"lS ollhl Committee on Public Under/ak Ings 
COrllolrwd ", ,hi Rrpo,ts 

SI. No. 

1. 

2. 

3. 

Reference to Para 
No. in the Report 

2 

2 '13 " 2-14 

3'12 &: 3-13 

Summary of Conclusions/Recommendations 

3 

The Committee take a serious note that it took the 
Corporation and the Ministry almost ten years to 
fiDaJiae the capital estimates of the various projects 
of HEC. The estimates for tOWl'lship and 'common 
charaes' are yet to be finalised by them. It is unfair 
to the Parliament and to the country to make them 
commit to a project on a piecemeal basis from year to 
year without giving a true and realistic picture of the 
final cost of the project. 

The Committee would like to strongly ~phasisc 
and reiterate what has been stated in the 51st Report 
of the Estimates Committee (1963-64) that the 'total 
commitments on such projects should be prepared a~ 
realistically as possible in the beginning and should be 

available to Government and Parliament before II 

project is approved, so that there is proper and effective 
control on the fmances of the Company'. The Com­
mittee recommend that all the procedural delays 
should be investipted and responsibility fixed for the 
various lapses which have caused the delay in the 
sanction of the estimates. 

The Committee note with profound regret that 
spares worth more than two crores of Rupees were 
received much before the receipt of plant and equip­
ment for which the spares were required. The spares 
rusted in the stores till the plant and equipment arrived. 
The capital rtmained blocked. The loss of interest 
has not been calculated. In their explanation for the 
loss the Corporation have merely stated "presumably 
it was considered that the spares would be suppliell 
alongwlth the equipment". In the opinion of the Com­
mittee the huge loss suffered by the Corporation b 
due to utter lack of coordination. 

The Committee recommended that the Mini~try 
should re-examine the whole mailer and fix respon­
sibility for this serious lapse. 

The Committee regret that what the Corporation 
themselves feel as 'desirable' has not been done in 
practice. HEC Plants are not the oniy plants set up 
with the collaboration of East European Countries. 
Heavy Enaineering Corporation should have con­
sulted other similar undertak.iDgs and should have 
tried to correlate the bookina in accounts with the DCt­
ual CODIumption in order to have a proper control on 
conlumption or stores/spares. 
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4. 3 ,18 

5. . 4 ·16 to 4·18 

206 
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-Thl ico~nte recommended that the Ministry/ 
BW'eau of Public Enterprises should issue guidelines 
making it obIiptory .. on all.· Public Unde4"takit\B. to 
insist that tile priQa.,aad weight of each indiVidual spare! 
equipment to be imported is mentioned in a statement 
attachedto-each··agreement,-witb f"reign collabora-
tors..·' ',\\ 

The Committee arc happy that the doubts about 
the payments to the collaborators for doubtful periods 
of leave, journey etc., have since been cleared. The 
Corporatit'ln have received clarification from-Oovern­
ment that "the doubtful periods are not doubtful and 
that the pllyment has to be made.". But the fa~t re­
mains t1\M -the doUbts arose only because uniform 
procedure was~t)t adopted even after September, 
J 960 wHen prlneiples to govern fixation of remunera­
'.ion and fe~· for consultancy services were laid down 
by the ·Oovernment in accordance with the reco. 
mendationsofthe Estimates Committee. The Com­
mittee reiterate that in future the procedure laid down 
by the Government in regard to such matters -should 
he strictly adhered to by the Undertakings while enter­
ing into agreements with foreign countries. 

The Committee feel that the delay in the erection 
and commissioning of the project has considerably 
lengthened the ~estation period of HEC resulting in 
considerable loss in production. The cost of cons­
truction went up as a result of delays. The rate of 
build up of p .. od~t.ion capacity in the Heavy Machine 
BWWins Plant and Heavy Machine Tools Plant and 
also the production in FFP had been affected due to 
delay in the ereCtion and commissioning of the Foundry 
Forse Plant. Forgings and castings \~llrth about 
RB. 3 '5 crores Ilad to be procured ft!om Qther soun:es 
including impotU as a result of delay in the commiss­
iollins ofthia Plant. The Secretary of the Ministry 
admittcid during-o¥idence that "the delay in completing 
tbe project certaiDly affects the retrun on capital as 
well as the cost ,of production of the items which are 

.. manufactured in tbe project." It also results in loss 
of efIlciency and profitability. The Secretary of the 
Ministry furtber admitted that they could gather the 
information -with' regard to commissioning through 
periodical.repolU on the progress of construction Bnd 
through quarterly ;financial reviews. The Committee 
regret that although the information about delay came 
klI the .MJnistry through these reports, they did not 
take any etTt!ctive· ·action. 

The Committee take a serious note thut neither the 
Cor'poratibn nor the Ministry havctlssessed the total 
1088 suffered by the Corporation as a result of delays 
iIi t~'erectfon and commissioning of the Plant. 
Ina ate'irritlal soil investiption, delays in securing 
steel. . ofkin8'~gs and other material etc., have 
~ulted fndd,8Ys. In the circumstances therefore, 
It is impQttal1t toffud out as to what extent the delay 
waa:&vBiat\;leandto ascertain as to the precise causes 
~s",,~ ft.'t'~.~1J ti~r. actio.I!' .... __ "":"__ _ . 
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207 
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The Committee recommend that the Ministry! 
UndertaldJ1i should assess the total loss incurred by 
tho Corporation as a result of delays and the extent 
to whJch delay could have been avoided. Such a 
detailed and scientific study will help in avoiding the 
pitfalls In the future. 

The Committee consider that before takin, a 
dl.'cision to purChase equipment required for cons­
truction etc: it was but proper that the manaaement 
should have carried out proper 'opportunity cost' 
study and kept the facts OIl record for future reference 
and guidance. The Committee suggest that the Bur­
eau of Public Enterprises should Issue general guide­
lines Oil. the subject to obviate luch lapses in future. 

The Committee also recommend that after the 
construction or other equipment are found surplus 
to the requlremeats of a public undertaking. these 

,should be notified without delay to tbe Bureau of 
Public Enterprises as well as other public undertakinp 
so that thOle could be put to effective use. The Com­
mittee would like the Bureau of Public Enterprises 
to issue necessary directions in the matter. 

The 'Committee would also like the Corporation 
a; well as the Bureau to make continuous efforts for 
tho-deployment/disposal of equipment which are now 
found surplus to the requirements. The Committee 
would like to be informed urgently of the action taken 
in the matter. 

. The Committee find that the Heavy Engineering 
Corporatioli has been able to reach no more than 19 
to 20% of its rated capacity in 1970-71 and with "great­
~ of efforts" it may be able to achieve tbis year 30% 
of the Tated capacity. The Committee arc constr­
ained to obsorve that Heavy En~eerin8 Corporation 
have not eveo been able to meet in fun orders for equip­
ment and niachinery required for the Bokaro Steel 
Plant. The Committee understand that in taking a 
decision on the further expansion of Bokaro onc of 
the considerations was to ensure that the Heavy 
Engineering Corpj:lration have adequate load of work. 
The Committee also find that Government have san­
ctioned construction of three new steel plants besides 
m&:panaion of Bbilai and other steel plants. The 
Committee see no reason why in this context Heavy 
Enaincerlng Corporation should not be able to pick 
up the work ,to its full capacity in the next two or three 
~ and provide to the maximum extent possible 
Indigenous eqllipment and machinery for meeting the 
expansion-requirements of Bowo and other 
steel plants and the sctting up of the three new 
steel "lants. The Commitee find that the 
Ministry have' already taken action in organising 
Task Forces to tackle systematically and 
eamestlythe ·problems of Heavy Enaineering 
Corporation. While the Committee appreciate the 
determination with which the problem of puttin, 
to fuD utilisation the capacity in Heavy Engineering 
Corporation is being tackled, of late. they feel that 
these efforts would have to be sustained over a number 
of years tiJl all the teething troubles of the plants are 
overcome. Above all, the management and workers 
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should show a sense of unity of purpose and dedication 
in steppllll up productivity and production of this 
crucial heavy cnRinecriDlleCtor project. The Comm­
ittee recommend that Government should keep an 
unremittilll watch on the utilisation of capacity of 
the plant from quarter to quarter and year to year 10 
as to ensure that there is no s1ackcnlna of effort at 
any time and at any level 80 that the full rated capa­
city of the Corporation, which has been set up with 
such l&rae investment of the nation, is put to effective 
use at the earliest. 

The Committee regret to note that the Project 
Report did not indicate the build-up of capacity from 
year to year. The Committee find that almost every 
year a new exercise is being done to determine the 
build up of capacity. The various exercises made 
by different agencies are substantially at variance with 
each other. There has been no consistency In assess­
ina the build up of capacity of the Undertaking from 
time to time and the Corporation has been making 
downward revision of the capacity developed or likely 
to be developed. The Committee are of the opinJon 
that a realistic assessment of build up of capacity 
should have been done at the very inception and if ft 
was revised subsequently, the reasons therefor and 
concrete action taken to obtain the rated capacity 
should be contemporaneously brought on record 
in the form of memorandum for the consideration of 
Board of Directors. Government should be kept 
contemporaneously informed of the position. The 
Committee recommend that Government should 
ensure that the Project Reports for Plants to be set 
up in future should indicate the gradual build up of 
the capacity of the Plants from year to year. 

The Committee are forced to the conclusion that 
the Heavy Engineering Corporation have suffered 
mainly because they have lacked an organizational 
set-up which could brine up in an integrated manner 
the three comp1exes of Poundry Porge Plant Heavy 
Machine Building Plant and Heavy Machine Tools 
Plant which constitute the Heavy Engineering com­
plex. 

As already pointed out by the Commillee in their 
earlier Report [14th Report (t967-68)-para 52) 
the delay in setting up the Poundry Porge Plant and 
bringing up its production capacity have acted as a 
serious constraint on the development of manufactur­
ing capacitY in HeavY Machine Building Plant and 
HeavY Machine Tools Plant. The Committee have 
elsewhere iD the Report hilhlighted the deficiencies 
noticed in the workllll of the Foundry Porge Plant 
and other plants and desire that immediate action sho­
uld be taken by Government to set right these short­
cominas In the interest of achieving production accord­
ing to the Installed capacity. 

As repnts other constraints on production such as 
inadequate 8upply of raw material., under-utilisation 
of men and machinery, the Committee have no doubt 
that these dlfBcultles are not Insoluble and caD be 
resolved by skilled manalCl11ent and advance p1ann­
Ina. 
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The Committee are much impressed by the sys­
tematic approach which is being followed in recent 
months by Oovernment in tackling some basic issues 
like standardisation of machinery and equipment 
required for steel plants, which are to be manufactured 
in the Heavy Engineering Corporation, constitution 
of task forces to resolve problems and bottlenecks in 
the interest of smoother functioning of the plants and 
above all, a determination to improve the existing low 
utilisation. The Committee have no doubt that 
if such sustained efforts continue to be made. the Heavy 
Engineering Corporation should before long be able 
to deliver the machinery and equipment for steel 
plants in time and thus put to productive use the built 
lip capacity. 

The Committee are concerned to find that only 
JO to 25 ~ of the capacity of the plants had been 
utilised. lney are surprised to note that even those 
percentages had been worked out only after taking 
into account the work off-loaded to ancillary indus­
tries/sub-contractors. In spite of the fact that 75 to 
90 per cent of the capacity of the plants remained 
unutilised, the Corporation off-loaded equipments, 
components. structural~ and castings etc. worth about 
19·5 crores of rupees during 1967-68 to 1970-71. 
Although the targets of production envisaged off­
loading of certain quantities. it was noticed that the 
actual quantities off-loaded were much more than 
that envisaged. The off-loading of works showed 
also an upward trend upto 1968-69 because of low 
productive efficiency. It has been admitted by the 
Management that "had the efficiency been higher it 
might not have been necessary to off-load at all or to 
off-load to a lesser extent". Off-loading had also to 
be resorted to because of delay in the construction and 
commissioning of the Foundry Forse Plant. In an 
effort to meet the requirements it was considered ex­
pedient to off-load certain quantum of work to other 
suppliers. The Committee have already stressed 
that the production in the Foundry Forse Plant should 
be geared up on a priority basis so that the production 
in the other two plants does not suffer on account of 
the failure of FFP to 'meet the requirements in full 
'and in time. I 

While the Committee feel that it might be econo­
mical to off-load certain simpler items to ancillaries so 
that the production capacity of the plants could be 
utilised on the manufacture of complicated and heavier 
items, the Committee are unhapJ'lY that because of 
organisational failures, crisis-action had to be 
taken to off-load even heavy structurals castin~ and 
forgings in order to meet the commitments already 
made. 

The Committee note that as a result of certain 
steps taken by the management, off-loading of works 
has been considerably reduced during the year 1970-71. 
They desire that constant efforts should be made to 
~cc that ott-loading is avoided as far as possible and 
only such Items are off-loaded which are clearly out­
side the profile of H. E. C. Or where it is in the overall 
interest of the Corporation and industrialisation policy 
to get them manufactured in ancillary units. 
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The CommiLtce rearct that the management did 
not follow the procedure which they themselves had 
decided to adopt for the off-loading of castings. Thou­
gh accordlnJ' to the procedure the preliminary selection 
of prospectIve tenderers for giving a particular work 
should have been made by a CommIttee formed by 
the General Manager including a representative of 
Finance, they, however, find that the Finance Branch 
in the Plant was not associated in the preliminary 
selection of prospective tenderers for drawing up of a 
panel of probable suppliers. Apin, tenders were 
invited from 4/5 firms only on the plea of availability 
of limited number of drawings, whereas according to 
the procedure prescribed a selection of 5/6 firms at 
a time was to be made in luch a way so that all firms 
could get the opportunity for quoting for orders. 

The Committee feel that the benefit of greater com­
petition should have been secured by making arrange­
ments for duplication of drawings and inviting larger 
number of firms for aiviq quotations instead of 
showinS drawings to a limited number of parties 
at the Plant. The Committee stress the need 'for 
strict oblervance of a procedure for off-loading of 
works which would make for the widest possible com­
petition. 

The Committee find that although 3.415 M, tons 
of structural. were got fabricated from private firms 
at a cost of &S. 11' 79 lakhs on the plea that Heavy 
Machine Building Plant was Dot in a position to deliver 
the buildln, structurals to the HMTP and FFP by the 
stipulated tIme; actually there was a time gap of about 
6 montba between the delivery and consumption of 
the structurale in the initial stages of erection. 

The Committee further note that whereas the manu­
facturiDa work order for a quantity of 2,290 M. tons 
of structura1a for the 6th Blast Furnace Complex, 
Bhilai, was opened in April 1965 without calling for 
tenders on the plea of urgency there had been a delay 
in the fabricatIon of structurals. 

Jt appears to the Committee that the rIca of 
uraency for ofF-loading the work of stnlcturals can 
bardly hold good in all cases. It would have 
obviously been in the Interest of Corporation to 
examine each case more thoroughly with reference 
to Ita own capability and the realistic delivery schedule 
for each work so as to undertake the fabrication to 
the maximum possible extent in the COl'J'loration it­
self. 

The Committee arc at a loss to un(1crsland why 
the Corporation kept on off-loading fabrication of 
structurals even after commissioning of fhe new steel 
fabricalion shop in November, 1966 on the plea thnl 
they did not have adequate cranage facili1ies. The 
Committre have pointed out el~ewhere in the Report 
that the Heavy Engineering Corporation have an elK-
cess Dumber of cranes and many of them are not 
being utilised at all. Even iftheseoxisting cranes were 
not suitable for the work rtquirec1. fhe c('mmittee 
cannot u.nderstand why it was not found pos~ible to 
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arrange either for the indigenous manufacture of the 
requisite cranes or their import, in the interest of 
production. 

The Committee are also concerned to note thaI 
a private firm is beinll allowed to do fabrication WOI k 
within the premises of the Corporation by using the 
facilities made available to them by the Corporaticn. 
It is not clear. if a private party can at al/ be allowed 
to undt'rtake SUch work wilhin the premises d 1:\ 

pubUc undertaking; the more pertinent question i~ 
as to why the Corporation could not put its own re~­
ources to use in fabricating the job, 

The Committee would like Government to look 
into the matter immediately and inform them of the 
action within three months. 

The Committee regret to note that the priccs 
for a quantity of 13.987 ·544 M. tons of qquipmenl 
off-loaded to Garden Reach Workshops Ltd., and 
Ccntral Inland Waler Transport Corporalion Lld.,­
two Undertakings in public sector-relating to HI karo 
Sleel Ltd .. and, Hhilai Sleel planl in Ihe year 1969 have 
nol been settled so far. One of Ihe main reasons 
for delay in Ihe selflement of price wa~ Ihat the ,'01111-
borators had not given itemised cost Or price frr rh" 
equipment. The collaborators charged by tonnes fer 
the entire plan! and machinery without making dis­
tinction between intricate and simpler parts ofmanl!­
fal;\ urc. The Commit lee ha ve elsewhel e rCl;cmn:c ndrcl 
Ihal the Ministry/Bureau of Public Entclprises ~h('u'd 
issue guidelines making it obligalOlY en all public 
undertakings to see that the price of main ilems l'f 
equipment and machinery supplied by collaboraf<1r~ 
is mentioned in a statement attached 10 each sU~'h 
agreement. 

Thc COllllllillcc tl!:sire Ihal the Minisll~'iBUJeau 
of Publil; Enterprises should evolve a well·('dlmtJ 
procedure so as to ensure expeditious settlement of 
prices between public undertakings. 

The Committee feel that as pattern making is " 
very intricate and specialised job, earnest efforts should 
be made to develop self-reliance. 

The Committee consider that. where it becomes 
inescapable to off-load pattern making to outsidels. 
the Heavy Engineering Corporation shotrld draw 
Ul'. after careful investigation, a panel of realiable 
firms who can do the job 60 that the Corporation has 
the benefit of competitiVe quotations in placing 
orders. 

The Committee express their deep concern about 
the delay in the axecution of orders by HEC which 
has resulted in "serious.delays in commissioning of 
various projects" both in the public and private sec­
IOrs. What surprjses the Committee most is that 
"no assessment of the exact import ofsueh delays has 
been made" either by the Ministry or by the Manage­
ment. With a view to improve the situation, the Com­
mittee on Public Undertakinss (I967-6~) had reccm­
mended thatJhe Corp<'ration should take immc<'iBtc 
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steps to ensure adherence to the delivery dates. A 
team to Techcnical expals pointed out various defi· 
ciencies such as inadequate ~oordination, planning and 
supervision, quotation of arbitrary delivery dates to 
customel'li. absence of information about the available 
load in different sections, purchase action for stores 
not being initiated in advance, lack of coordination 
between stores and purchase organisations, absence 
of a programme for preventive maintenance etc. The 
Management admitted that there were still delays in 
the execution of orders because of law productivity. 
poor maintenance and unsatisfactory supply of mal­
erials. 

The Committee note that delay in execution of 
work in Foundry Forge Plant is the major contri­
butory factor for the delay in the execution of orders 
in HEe. The Committee note that inspile of the re­
commendations of the technical experts to improve 
the working of the Foundry Forge Plant the position 
has not substantially improved. As the Foundry 
Forge Plant holds key to PlOductions in the entire 
complexy the Committee feel compelled to recommeftd 
that the position should be revilwed at the highest 
level and a task force entrusted with the responsibility 
of bringing UP the production in F. F. P. to the level 
r~quired for meeting adequately and in time the re­
quirements of forgings and castings etc. The Com­
mince would like to be informed of the improvements 
affected within three months. 

The Conunittee are surprised and regret to note 
that upto March, 1969, as many as 498 orders were 
cancelled in the Heavy Machine Buildina Plant. CaD­
cellation had to be done as some orders were opened 
initially without firm orders from the parties or due 
to inordinate delay in supplies or even for that mattel' 
due to It later decision to import additional eguip­
ment to meet the delivery target. All these indicate 
that the procedure in vogue for opening the work­
orders and their actual execution is not a rational one 
nor is there adequate piannina. with the result that in 
the case of some orders taken up for Bokaro and Bhi­
lai an expenditure of Rs. S '82 lakhs incurred by the 
Corporation for conversion charaes and overheads 
has been rendered infructuous. The Committee 
have elsewhere deprecated the delay in the execution 
of orders by the Corporation and desire that effective 
remedial action should be taken to have a realistic 
delivery schedule and adhere to it. 

The Committee fail to understand how manu­
facture of some items was taken up without any finn 
orders resulting in infructuous eft'ort and expenditure. 
TIle Committee hope that effective action would be 
Laken to avoid the recurrence of such infructuous 
efforts. 

The Committee find that out of the total order 
of 99,979 M. tons of equipment and structurals re­
ceived from the Bokaro Steel Ltd •• the Heavy Engin­
eering Corporation Ltd., off-loaded 32,620-M. tons 
of equipment and struclUrais to outside agenCies. 



2 

18. 6'134t06'137 

213 

3 

In order to meet the delivery schedules. Heavy Engin­
eering Corporation had to import 13.760 M. tons of 
equipment from U.S.S.R. Off-loading had to be 
done "both on account of low production efficiency 
and consequent overloading of work on certain 
loaded centres". 

The Committee further note that the delay in the 
execution of orders was Dot only caused due to de­
fective production plannina in H. E. C. but also due 
to failure on the part of private producers. The 
Committee regret that the Corporation has not 
finalised any contract with such firms so far. nor 
taken any action against them for not adhering to 
the delivery schedle. The Committee desire that 
responsibility for delay in finalising the contracts 
should be fixed. Time being the essence of contracts 
the Ministry/Management should ensure that con­
tracts with sub-contractors whom work is off-loaded 
are finalised without any delay and hereafter specific 
time schedule for delivery of equipment should be 
provided therein. 

The Committee view with concern that ex.tremely 
unsatisfactory trends in the lupply of equipment and 
structurals to Bokaro Steel Ltd., by th~ Heavy Ell­
gineering Corporation Ltd., seriously affected the 
erection programme of the Bokaro Steel Ltd., and 
recommend that Government should immediatey 
make an overall assessment reaardins the actual sup­
plies made by HEC via-a-vis those scheduled for de­
livery and take appropriate steps either for the manu­
facture of the components in the country or for im­
porting them consistent with the production capacity 
of the H. E. C. 

The Comnlittee regret to note that loss/profit in­
curred by the Corporation in respect of equipment 
supplied to Bokaro Steel Ltd .• could not be as eertained 
on account of non-availability of the cost of production 
(in the case of equipment) and the source of supply 
i. e. whether out of Plant's own production or out 
of the contractors' supplies (in the case of structurals). 
The Committee recommended that the manaaement 
should work out the financial results of transactions 
with Bokaro Steel Ltd., without any delay. 

The Committee furtber find that although Govern­
ment have fixed the priees for supplies to Hokaro, but 
the prices payable in respect of quantities off-loaded 
to the Gafden Reach Workshops Ltd., and Central 
Inland Water Transport Corporation Ltd •• which are 
also Government of India undertakings, have nOI 
been settled sO far. 

The fun financial implications of otr-loacliDf these 
equipment cannot obviously be known till pnces are 
fioaJly settled. The Committee desire that the prices 
should be settled expeditiously by the Bureau of 
Public Enterprlaes to whom the case stands referred. 
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The Committee are greatly concerned to note the 
inordinate delay in settlina prices for machinery and 
equipment to be supplied by Public Undertakings to 
another Publio Undertaking in the Government Sec-
tor. The Committee stress that the Ministry/Bureau 
of Publio Enterprise should' evolve a weU defined pro­
cedure in order to eliminate delays that occur .due 
to differences among the publio sector undertakings 
regaiding settlement of prices. Whenever two or 
more Government Undertakings cannot come to an 
qreement, they should avail of this procedure and 
have the matter decided without delay, 80 that the 
financial implications of each transaction become 
known in time to all concerned. 

The Committee consider that the double incidence 
of sales tax could have obviously been avoided if the 
orders fol' machinery and equipment required by 
Bobro Steel Ltd. were arranled to be placed directly 
on Garden Reach Workshops Ltd. and the Central 
Inland Water Transport Corporation Ltd., after due 
consultation with the Heavy Engincerina Corporation 
Ltd. The Committee would like Government even 
now to see whether the incidence of double sales tax 
could be avoided by arranging for bills being directly 
raised by the Garden Reach Workshops Ltd. and the 
Central Inland Water Transport Corporation Ltd. 
on Dokaro Steel Ltd. instead of routing them through 
the Heavy Engineering Corporation Ltd. The Com­
mittee would also like Government/Bureau of Public 
EntefPriaes to illUe suitable guidances on the subject 
so as to obviate incidence of double sales tax in future. 

The Committee are SUrPrised to find that a sum 
of Rs. 286 '08 lakhs has been paid to Bokaro Steel Ltd. 
in respect of design documentation without even 
ascertainina whether the cost Is payable at all. The 
Committee also find that out of the total sum of RI. 
286 '63 laths debited to the account of the Corpo­
ration for the receipt of design documentations from 
the Bokaro Steel Ltd. a total expenditure of RI. 122 '94 
lakhI was incurred for desip documentations whloh 
were either already in possession of the Corporation 
or whioh were not at all utilised as components/com­
pleting equi,pments for which the design documen­
tations were meant, were actually imported from 
Russia. The Committee are of the opinion that the 
loss incurred by the Corporation on the procure­
ment ,of design documentations was due to 
adequate 'coordination between the Bokaro Steel Ltd. 
~~.E.C. 

The Committcc feel that the Bobro Steel Ltd. 
wet\t in for the import of design documentations with­
out finding out whether or not these were available 
with H.E.C. and as they could not get out of the com­
mitments, the design documentatlOJlS imported by 
thont WCR t,brust upon HEC. The justification given 

, by tile Manaaemcnt that the new drawings will be 
pseful t~ f\1t\lfC1 expllDSion appears to be an after­
thau,ht. ' 
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The Committee would like Government to probe 
into the matter in order to find out the extent to which 
the import of design documents, for which Jarge 
amounts have been paid, was avoidable and has proved 
infruc:tuous. The Committee recommend that Gov­
ernment should take steps to avoid such 10&Se8 in 
future. The Committee would also like Govern­
ment to issue detailed instructions to public under­

takings in the Iisht of this experience so that no omni­
bus commitment in respect of design documents is 
entered into which obliges an undertaking to import 
designs and drawings irrespective of their need. The 
Committee would like to be informed of the action 
taken within three months. 

the Committee have been informed that the manu­
facture of excavators was undertaken after assessment 
of the demand. It was visualised by the Corporation 
that 30 excavators would be required per year. The 
Committee, however, find that only 9 excavators had 
been supplied by the Corporation since 1965. There 
had been considerable delay even in the supply of 
these excavators. The Corporation had to reject 
orders because they could not meet the demand. 
N.CD.C. had to import 9 excavators because the Cor­
poration could not comply with the order. The delay 
in the supply of excavators resulted in the cancellation 
of orders. The Committee deplore that due to Jow 
productivity and management deficiencies there had 
been delay in the compliance of orders. 

The Committee: rrecommend that the delivery for 
the orders in hand should be expedited so as to attract 
more orders. 

The Committee take a serious view of the fact that 
approval of the Board of Directors was not obtained 
for the import of components for 9 excavators. Orders 
were also placed on the Bharat Heavy Electrica1s Ltd., 
for the supply of electrical components for the exca. 
vators on 2-11-1965, whereas the approval of the 
Board was taken on 28-5-1970 after a gap of nearly S 
years. The Committee: are of the opinion that the 
approval of the Board of Directors should have been 
taken at the time of taking the decision to manufacture! 
import the excavators components and before issuing 
the letter of intent .on BHEL for the electrical com­
ponents. The Committee would like Government! 
Heavy Engineering Corporation to look into the 
matter to obviate recurrence of such instances. 

The Committee regret to note that the manufac­
ture of 20 charging box cars, 12 Nos. HMB-DR.J5 
water drillin~ rigs and 20 Nos. UR. B-3 AM rigs was 
taken up WIthout any specific orders in hand and 
without any precise estimate of cost the~f, and 
drillinf pipes, tools and imported equipments wortb 
severa lakbs of rupees were purchased and they 

were all remaining idle. The production of these 
items was taken up merely "with a view to give some 
loading to the shops" and in order to utilise the capa­
city of the Plant which undoubtedly involved "com­
mercial risks." 
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Even when orders for S Nos. DR-IS Rip and 
7 Nos. UR B-3 Rigs were received. their manufacture 
was not started. The Committee further note that 
the Corporation received an order for supply of 3 
complete 3-0 type dri1lin~ rigs from ONGC. Although 
the rig were to be supplied by the end of 1967. HEC 
had supplied so far only ODe rig to ONGC and that 
too could DOt be put to use as some of the compo­
nents were still to be supplied. The Management 
have admitted that there has been serious delay in 
the manufacture of rigs. 

The Committee stress that the Corporation should 
not take up manufacture of items without any accu­
rate assessment of demand and existing sources of 
supply or firm order. The delay in the supply of 
machinery and equipment as compared to delivery 
schedule is reprehensible as it drives away potential 
customers. 

The Committee further deplore that although the 
cost of production of DR-IS-Rigs has Dot been worked 
out so far. the price of Rs. 6 rakhs per rig was fixed 
in 1967 even though the laDded cost was Rs. 6 ·41 
lakhs. The net loss in the manufacture of first ten 
UR B-3 AM ri$.S was Rs. 17 ·86S lakhs. The Com­
mittee would like Heavy Engineering CorporatioD 
to work out invariably costs before agreeing to sale 
price so' that the Management know full financial 
implications of execution of an order. 

The Committee regret to note'that the Corpora­
tion proceeded with the manufacture of 100 Ton Der­
rick Mast without proper examination of its neces­
sity. The Derrick Mast which was completed at a 
cost of Rs. 1 ·17 lakhs was not sold to the Rourkela 
Steel Plant on the plea that it would be utilised in the 
Plant itself. But actually the Mast was not utilised 
and lent on hire to Rourkela Steel Plant without 
setting the terms and conditiODs therefor. Failure to 
supply the detailed drawings alongwith the Derrick 
Mast and to settle the terms of hire initially resulted 
in short recovery of hire charges to the extent of Rs. 
57,513. The Derrick Mast has been lying in dis­
mantled condition alongwith accessories in stores 
since 3-9-1966. The Committee deprecate that no 
efforts have heen made to utilise the Derrick Mast 
which was manufactured at a considerable cost. 
The Committee recommend that the case regarding 
unwllnted manufacture of Derrick Mast should be 
investigated. The Management should take ap­
propriate steps so that such lapses do not recur. 

The Committee regret to note that the Corpora­
tion decided to manufacture vertical type continuous 
casting machines without any order in hand and with­
out making any market survey to ascertain its demand. 
The Committee also note that the manufacture of 
this item was taken up when the expansion program­
me had not been finally decided upon and the pro­
gramme had reached only conceptual or feasibility 
consideration stage. It is quite surprising that no 
order for lillY type or tnaclline has been finalised 110 
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far. The contract entered into with a foreign firm 
for obtaining technical know-how and documentation 
etc. had to be amended as it was decided later to 
manufacture only radial type continuous castina 
machine. Initial expenditure of Ra. 7·5 lakhs incur­
red for the vertical type of machine thus proved to be 
infructuous. 

All the cases discussed under the heading 'Defcc­
tive Production Planning' indicate that the Corpo­
ration decided to undertake the manufacture of lOme 
of the mlijor items without any proper planning. 
The ill planned production has resulted in consider­
able loss to the Corporation. The Committee view 
with concern the lack of planning and undue haste 
in taking up manufacture operations and sinking 
large amounts without a proper market survey of 
potential customers, resulting in blocked capital and 
losses to the Corporation. 

The Committee recommend that all such case:> 
where manufacture of items had been taken up in 
anticipation of orders or grossly in excess of orders 
in hand, should be carefully investigated and respon­
sibility fixed. The Committee suggest that Govern­
ment should also issue suitable guidelines so as to 
avoid such lapses in future. 

The Heavy Engineering Corporation incurred an 
expenditure of Rs. 11 '23 lakhs by way of engaging 
two foreign consultancy firms to prepare quotations 
for Bailadila and Kiriburu projects on tum-key basis. 
The Committee note that ultimately the decision at 
Government level was that the role of Heavy Engine­
ering Corporation should be limited to that of supply 
of equipment and machinery only. While it is true 
that by preparing comprehensive schemes for these 
projects, Heavy Engineering Corporation were able to 
secure orders for machinery and equipment to the 
extent of RI. 4 ·48 crores, the Committee feel that if it 
was Government's intention that the role of Heavy 
Engineering Corporation should be limited to that 
of supply of equipment and machinery only, there 
might have been no need for entering into consul­
tancy agreements with foreign firms at a heavy cost 
of Rs. 11 ·23 lakhs. The Committee would like 
Qovernment/Heavy Engineering Corporation to learn 
a lesson from these instances and lay down clear 
guidelines so that no premature action is taken to 
engage the services of foreign consultants at heavy 
cost when in the last analysis their services are hardly 
required resulting in unfruitful expenditure. 

The Committee regret to note that only 42 % of 
the total quantity requiring rough machining could 
be handled by the Rough Machine Shop and that 
there i5 considerable shortfall In the quantity of cast­
ings and forgings rough machines in the Rough Ma­
chine Shop. One of the reasons advanced for the 
inadequacy in handlin~ the required quantity of 
rough castings and forgmgs is that all the machines 
have not been manned so far. The Committee recom­
mend that immediate steps should be taken to fully 
utilise the capacity of the rough machine shop 10 
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that t~o Heavy Machine Building Plant and the Heavy 
M~hlDe Tools ~ant are not unduly atrained for 
finlshins the castings. The Rough Machine Shop 
should be tl0t manned suitably to undertake the 
rough machining work without delay. 

The Committee find that the fine auxiliary units 
constructed at the total cost of about Rs. 6 crores to 
cater to the needs of the three Plants of H.B.C. re­
mained under-utilised due to Jow Jevel of production 
in the Foundry Forge Plant and Heavy Machine 
Building Plant. Acetylene Plant could be utilised 
only to the extent of only 15 % during 1969-70 and 
1970-71. The Committee find that the service faci­
lities in Auxiliary units have now been provided for 
full production capacity. The Committee express 
the hope that with the increase in production in the 
three plants of H.E.C. the production capacity of the 
auxiliary units would also be fully utilised. 

The Committee regret to note that due to the delay 
in finalisation of the proposal for installing another 
compressor in the Oxygen Plant and thereby increas­
ing its filling capacity the Corporation could not earn 
a revenue of RI. 32,760 per month in 1968-69 and 
Rs. 13,722 per month in the year 1969-70. The 
objective of the Committee in mentioning this instance 
is to impress that the Corporation should not lose 
any opportunity to increase its revenue and cut down 
losses. 

The Committee find that the Detailed Project Re­
port fixed a norm of 22·21 per cent for scrap in equip. 
ment structurals. The management have, however, 
not fixed norms for scrap arisins, taking into account 
the changed product-mix (equipment and Building 
Structurals ). 

The Committee recommend that in the light of 
experience gathered so far, the Corporation may fix 
norms for scrap arising keeping in view the changed 
product-mix. The Committee would also stress the 
need for contemporaneous watch, being kept on scrap 
arisings to that remedial action can be taken without 
any loss of time whenever there is any variation as 
compared to the norms laid down. 

The Committee trust that Corporation would main­
tain separate records for scrap arising in respect of 
blast furnace structurals and buildin~ structurals 80 
as to compare the actual scrap arislDI with norms 
indicated in tbe Detailed Project Report fixed by the 
Corporation on the basis of ita experience. 

~ ... The Committee note that the Detailed Project 
. Report had prescribed norms of rejection for sbaped 

castinp, ingot moulds, 0.1. roUa and on the buis of 
thele norRII, it has been worked out that the excess 
rejections for the years 1964-65 to 1968-69 amounted 
to Rs. 22·44 Jakhs. In view of the heavy amounts 
involwd in tbele rejections, the Committee would 
strelS the need for takinJ f!DlCdlal measures to lee 
that tbe percentqe of rejeCUODB is immediately bro­
ught doWil within the norms envisaged in the Detailed 
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Project Report and in fact it should be possible to 
further reduce the incidence of these rejections by 
improving quality of materials and production and 
by imparting training to workers and supervisors at 
all levels. 

The Committee note that the Detailed Project 
Report did not lay down the percentage of rejections 
for several other categories of manufacture which ure 
now being undertaken in the Corporation. The 
Committee would like the Corporation to lay down 
strict norms for these rejections so that it is possible 
to evaluate the performance and take necessary reme­
dial measures to reduce losses on account of reject­
ions. 

The Committee lind that the Corporation lire not 
maintaining record of the cost of salvaging repairable 
rejections, as proper time booking system had not 
heen enforced. The Committee would like proper 
record of the cost of salvaging repairable rejections 
to be maintained and analysed contemporaneously 
in the interest of taking timely remedial measures. 

The Committee would like to be informed of the 
action taken on the above recommendations within 
three months. 

The Committee recommend thut the quality con­
trol and inspection in all the units should be improved 
so as to obviate the complaints from customers re­
garding the quality of products manufactured by the 
Corporation. The Committee need hardly stress 
that the Corporation should spare no efforts to win 
the confidence of their customers by supplying flawless 
quality equipment and machinery. 

The Committee take a serious note of the fact 
that no record was maintained to indicate the utili­
sation of machines and labour in any of the main 
production shops of the Foundry Forge Plant. As 
regards the reasons for not maintaining records it 
has been stated that there were certain difficulties 
as the production facilities had not been stabilised 
as yet and that the construction work was till in pro­
gress in some shops. The Committee fail to under­
stand as to how the construction work ohstructed 
the maintenance of idle time record as the Com­
mittee find that under similar circumstances, when the 
construction work was going on in the Heavy Machine 
Tools Plant during 1968-69, the idle time record was 
being maintained. In the case of Heavy Machine 
Tools Plant also no record of idle labour and machines 
WBI maintained till 1st April. 1968 although the pro­
duction in this plant started in January. 19(,7. 

The Committee further find that in the case of 
Heavy Machine Buildinf Plant no reasons for idle 
time to the extent of 70 ·8 %, 2S ·5 ~~, 40 '4 % and 6S ·9 ~~ 
have been indicated by the management for the years 
1967·68. 1968-69, 1969-70 and 197()' 71 respectively. 
'Other reasons' account for 9'8%,18%.17·1% and 
13 ·1 % of the idle time. No reasons for tbe idle 
machinea to the extent of 29·8%, 14·1 %, 19 ·6% 
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and 36·2% have been given for above years whereas 
the 'other reasons' account for 10'4%,6'9%.12·7% 
and 13·7% of idle machinery. This clearly indicates 

- tbat no proper records were being maintained by the 
management during all these years. 

The Committee are left with the impression that 
such gross omission in the maintenance of records 
of idle manpower and machinery could not take place 
without the knowledge of management. The Com­
mittee cannot too strOTlily stress that not only proper 
records should be kept of idle labour hours and idle 
machine hours but that thes~ should be systematically 
analysed with a view to take' ,timely (lction to elimi­
nate such wastage of produCtive resources, 1he 
Committee would like to be infonned in detail of 
the arrangements made in this behalf, 

The Committee find that utilisation of labour and 
machine hours in all the plants of the Heavy~ngjneer­
ina Corporation was much below the totll hours 
available. In the case of HMBP the percentage of 
idle labour hours to available hours varied from 41 ~, 
to 56 % during the years 1964-65 to 1970-71. "j he 
percentage of idle hours of machines to availabl': 
hours varied from 61 % to 78 %. The money value 
of idle labour hours during 5 years i.e. for the years 
1964-65 to 1968-69 and idle machines during the two 
years viz. 1967-68 and 1970-71 (the figures of first 
three years are not being available) amounted to Rs. 
86 ·18 lakhs and Rs. 350 ·08 lakhs respectively. In 
the case of Heavy Machine Tools Plant, the percen­
tage of idle hours of labour to available hours during 
1968-69 to 1970-71 was 45 ·12 %, 32 ,52% and 20 '27~; 
respectively. The percentage of idle hours of mach­
ines to available hours was 55 ·31 %, 60 ·93 % and 
49·48% respectively. The Committee further note 
that the percentage of idle hours of machines in HMTP 
do not include the available hours in respect of 
machines valued at Rs. 323 ·27 lakhs which were lying 
entirely idle. 

The Committee are shocked to find that in spite 
of their highlighting in their 14th Report on Heavy 
Engineering Corporation Ltd. (presented in April, 
1968) that the machines were not being put in use for 
want of trained operators. this handicap continues to 
persist and accounts for idleness of machines to the 
extent of about 29 % (HMBP) in 1970-71. The Com­
mittee are baffled by shortage of trained personnel 
on the one hand 'and idle labour hour on the other. 
ObviOusly, there has been no purposeful effort to 
utilise tbo available manpower for productive pur­
poses. otherwise they can see no reason why it was 
not found possible during all these four years to train 
up adequate number of persons in the duties of ope­
rators. 

The Committee reiterate that the Corporation 
should work out without furtber loss of time an incen­
tive acheme in consultation with experts and workers' 
representatives 80 that there is in-built incentive for 
greater production. 
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The Committee note the efforts which are beiDa 
made for divoraification of production in Heavy 
Enpneerina Corporation. The Committee need 
hardly stress that diversification programme should 
be most carefuUy devised after mature consideration 
so that it fits in with the main objective of the Corpo­
ration which is to produce machinery and equipment 
for setting up steel plants in the country. 

The Committee note that the Heavy Engineering 
Corporation have so far been able to secure only 
one order for lhe supply of 500 numbers of Calt 
Iron Frames and covers to Jordan at a value of 
£ 13,500/- C.F. Aquaba. In view of lhe fact that 
a larae percentage of the capacity available in the 
Heavy Engineering Corporation continues to remain 
unutiliacd, the Committee would stress the need for 
elq)loring all avenues for export, after meeting the 
internal demand, 80 that the Corporation can reap 
the benefit of production on Jarae scale and also con­
tribute its share in the earning of foreign exchange. 

The Committee are greatly concerned to note 
that the Heavy Engineering Corporation Particularly 
the Foundry Forge Plant and Heavy Machine Build­
ina Plant arc still Jackina in firm orders on long term 
basis which alone can ensure development and pro­
I Jction on an assured and rational basis. 

The Committee note that the taraet for production 
of steel in the country as well as the capacity have 
remained static for several years at about 9 million 
tonnes. It is only now that Government have taken 
some concrete measures to expand the capacity by 10 
million tonnes by the end of the 5th Plan period and 
have sanctioned the seUina up of new steel plants at 
Visakhapatnam and HOSpel with a capacity of 2 million 
tonnage each and expansion at Bokaro to 4 million 
tonnes. A special steel plant of 2,50,000-·-5.00,000 
!onnos capacity has been sanctioned for Salem. 

The Committee welcome the steps taken recently 
by Government to standardise the machinery and 
equipment required for settin(l up new steel plants 
and for ~pansion of the existmg steel plants. With 
the standardization of machinery and equipment, 

. it should be possible to make use of the capacity 
available in the Heavy Enaineering Corporation to 
the maximum extent in the interest of achieving self­
reliance. Considering the fact that the responsibi­
lities for steel plants as well as for Heavy Engineering 
Corporation are placed under the same administra­
tive Ministry, the Committee have no doubt that 
Government would take necessary measures including 
the settlnl' up of the Task Forces to sort out in detail. 
the requIrements of machinery and equipment for 
the Dew steel plants and expansion of existing ones in 
order to place long term firm orders on Heavy Engineer­
ing Corporation. 

The Committee need hardly stress that once orders 
are placed on Heavy Engineering Corporation, the 
Corporation should spare no efforts to see thRt machi­
nery and equipment of guaranteed quality which 
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would make for most efficient prodllCtion are tumed 
out and delivered according to schedule. The sale 
price for these machinery and equipment should 
become increasiagly competitive with increased tUJ1l-
over. 

The Committee would like to be informed within 
three months, of the action taken in pursuance of the 
above recommendations, as they feel that there is no 
time to be lost in evolving an inteJl'llted programme 
for creation of additional steel-malting capacity and 
utilisation of capacity of Heavy Engineering Corpo­
ration. 

The Committee find that in ~ I per cent cases the 
Company had tf) reject the orders Juring tho period 
from August 1967 to January 1969 as lPe Corporation 
was not in a position to supply the prodwls according 
to the requirements of the customers. In about 10 
per cent cases not even a regret letter was sent. In 
majority of cases where quotations were seftt, no 
follow up action was taken after despatch of quo­
tations. The Committee' Tegfet to' note that ~,~he 
Commercial Division of the Corporation prove,.-i 
inadequate todesl with enquiries from customers.' 
The proposal to reorganise the department has been 
pending for quite some time. The Committee recom­
mend that the Commercial Department shOUld be 
reorganised in such a way that HEC can discharge 
its responsibilities as an industrial and commercial 
enterprise. The best way the HEC can win and 
retatn the confidence of the customers is through 
guaranteed quality of machinery and equipment, 
efficient sales service, adherence to the delivery sche­
dules and readiness to respond to customers' require­
ments promptly. 

The Committee find that the costing system fol­
lowed by the Corporation suffered from various defi-
ciencies. They find that no cost accounting manual 
had been prepared and cost accounting was done 

/ through periodical circulars and procedure orders. 
No detailed cost estimates were being prepared before 
undertaking the job and it was, therefore, not possible 
to exercise effective control on costs. Fixed and 
variable elIpeoscs were not recorded separately. It 
was, therefore, not possible to determine whether any 
sales ware made below the marginal cost. No job 
analysis had been made to fix the norms for labour 
requirement. In these circumstances, the Committee 
feel that the sY$tem of cost accounting and cost con­
trol as prevailing during the last 8 years or so was 
neither scientific nor effective. 

The Committee have been informed that Cost 
Consultant has since been appointed and compre­
hensive accountlna manual has been prepared. The 
Committee. however, understand that no accountln~ 
manual 'has been prepared so far. In the preface to 
the aocounting manual on HMBP, it is stated that a 
suitable c:astini system is being drafted in consultation 
with tho eolt Consultants. The Committee have 
aIao been iDformed by the manaaement that the basic 
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procoduros for the various aspects and cost accounting 
have already boen laid down in the case of all the 
Plants. In 'he case of HMBP these have been incor­
porated in the accounts manual which has been ex­
tended to tbe other two plants also. The Committee, 
however, understand that the accounts manual oC 
HMBP relatina to costing is not being followed by 
PFP and-· HMTP which are fonowina the procedure 
laid down earlier. The Committee also understand 
that in the Foundry Forae Plant, a Committee was 
formed on 1·1-72 to draft the costing manual of that 
plant and the work is expected to be completed by 
JUDe, 1972. The Committee recommend that a 
comprehensive accounting manual including the cost 
accountiDa mould be prepared without any loss of 
time, 80 t6at the different mops may follow the correct 
and scientific procedures Cor costing. The Committee 
alia hope that steps will be taken to effect improve­
ments in regard to conection of data and introduce 
eft'bctive reporting systems. The Committee also 
hope that the time booking by clocks would very 
soon become effective so that the labour and conse­
quently the overheads on it become accurate. 'In­
troduction of a system of shop floor discipline, cor­
rect recording of basic data at that level and a regular 
flow of documents from the shops to the Accounts 
Department are some of the ste"s, suggested by 
Audit. The Committee hope that with the eff~tive 
implementation of these measures the costing oC the 
Corporation will become what costing oUght to be. 

The Committee find that the actual cost oC produc­
tion in all the plants of HEC was considerably in 
excess of the estimates given in the DPR. In the case 
of several items, the actual cost of production is more 
than 100% of the landed cost derived Crom DPR 
(Post devaluation) estimates. Low productivity, 
hi,h cost oC materials and wage rise without commen­
surate rise in productivity are given as some of the 
reasons which bave resulted in the high cost of pr(l­
duction. The Committee Curther note that except 
in tbe case of a few items. the cost of production in 
the case of major items oC production exoccded even 
the sale price. The cost price in the case of several 
items was more than ]00% of the sale price. It is 
~ifjcant to note that in the case of well Dlillin~ 
RJas type DR-IS, the cost of ,,{oduction was even 
more than 250 % of the sale ... j~. What surprises 
the Committee most is that the Corporation accepted 
jobs at prices which did not cover even the cost of 
direct materials. This it has been stated was done 
with the intention of getting the shops Cully loaded_ 
The Committee Curther note that, in making the cost 
analysis, overhead expenditure as applied to various 
jobs had only been taken into consideration leavin~ 
substantial portion of overheads unabsorbed. The 
actual expenditure was much in excess of the over­
head actually applied. Such unabsorbed expenditure 
has not been taken Into consideration in comparison 
of cost with selUng prices. The Committee find from 
the review of some of the cases like oil drilling rigs, 
slag ladle cars. cold blast valves, water well drilling 
rip tbat the Corporation incurred a substantial 108s 
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as a result of quoting prices much below the cost of 
production. Total loss sustained by the Corporation 
by selling its products at sale prices lower than the 
cost of production. upto the 31st March, 1971, works 
out to be Rs. 72 ·48 crorcs. 

According to the Pricing Policy of Government. 
sellin, price had to be fixed at rates which the markel 
could bear or the landed cost. This clearly indicates 
that in case the Corporation has to be a viable ynit 
it must reduce substantiaJIy its cost of production. 
The Committee on Public Undertakings (4th Lok 
Sabha) in their 14th Report on Heavy Engineering 
Corporation had recommended that "Concerted 
efforts should be made by the management to reduce 
the cost of production through improved producti­
vity and reduction of inventories. wastages f)f materials 
and better utilisation of men and machinery". The 
Committee deplore that nothing substantial hIS been 
achieved by the Corporation in this direction. 

The Committee stress that there is need for sus­
tained efforts and constant vigilance to ensure in­
creased production through better utilisation of men 
and machinery. This would help the Corporation in 
reducing the overheads Rnd therehy reduce the cost of 
production. 

The Committee are surprised to find that the 
Corporation has not prepared its own purchase man­
ua! though it has gone into production in 1964-65. 
Till recently. the Corporation had no list of its own, of 
suppliers and depended upon the lists available with 
the Director General, Supplies and Disposals and 
Director General. Technical Development. 

The Ministry have admitted that such /I 'position 
is not satisfactory'. The Committee are convinced 
that if the Ministry had been vigilant, these short­
comings in stores procurement work would have 
come to notice much earlier. The Committee hope: 
that the compilation of the 'purchae manual and the 
publication of list of suppliers will now be completed 
without any further delay. 

The Committee also find that the maximum, 
minimum and ordering levels had Dot been fixed in 
the case of all items. The Committee note that there 
is also DO system in vOJUC by which the items of stores 
procured for specific works could be located in a con­
solidated manner. 

The Committee have been told that limits have 
now been fixed for 7,112 items. The Committee fccl 
that the Corporation should complete the process 
expeditiously in the case of remaining such items which 
can be converted as 'stock items', so that duplication 
or orders and unnecessary purchases are avoided. 

The list of stores procured for cancelled work 
orders had not been prepared for a long time and 
consequently the action for their alternative use or 
disposal had not been taken. Out of the 498 can­
celled work orders lists of stores procured for only 
SS work ordors had been prepared till July. 1970. 
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Another list of 417 cancelled work orders has been 
prepared now. Out of these no details are available 
in respect of 45 work orders as regards procurement 
and disposal of stores. 

The Committee recommend that all the cases 
whore records are not available with regard to the 
procurement or disposal of materials should be investi­
pted in order to fix responsibility therefor. The 
List of Stores procured for work orders cancelled 
sbould be completod without delay and surplus stores 
identified with a view to avoiding further procure­
ment of the same materials. 

The Committee would like the Corporation to 
evolve a procedure by which the contingency for 
canccllation of orders is minimised and in any case 
whore an order Is cancelled no time should be lost in 
eoauring that IItores ordered for it are not procured 
to tho extent feasible . 

The Committee find that the CorporatioD pur­
chased S cranes in 1963 at a cost of Rs. 32,230 each. 

The management claimed that 2 cranes were used 
(or some time in the Heavy Machine Building Plant. 
No records were, however, shown to Audit regarding 
the utilisation of thelle two cranes. All the cranes 
are lying UDutilised in the stores as there is not much 
use for them. What is most surprising is tbat after 8 
years of purchase of these cranes, the matter is still 
under investigation. 

The Committee suggest that the investigation 
should be completed without delay and they should 
be informed as to why cranes were purchased with­
out making s~ of their utility to the Corporation. 
The Committee would also like the Corporation to 
intimate after investi8lltion, whether any of the cranes 
is defective and if so, fix responsibility for not detect­
ing the same at the time of inspection and payment. 

The Committee find that the Corporation pur­
chased 4 tower cranes at a total cost of RI. 5 ·42 lakhs 
in ]962-63, merely on the advice of the collaborators. 
without finding out whether tbese could be used by 
the Indian erection contractors. Except for ODe or 
two cranes, which were put into operation after 5 
years, the remaIning cranes have not been put to 
any usc. The Committee deprecate that the cranes 
were not declared surplus to the requirement and no 
efforts were made to dispose them of as soon all it was 
known that these were no longer required. The 
Committee would like that the matter regarding 
the unnecessary purchase of cranes and the delay 
cauaed in their disposal should be investigated and 
responsibility fixed for such costly lapses. Remedial 
measures should also be taken to see that ~uch lapses 
do not recur. 

The Committee would like Governml·nt/H.E.C. 
to review the position and take appropriate action 
for either tnessing into service the crane~ di~po~ing 
them to other Public Undertakings, who could put 
them to producdve lI~e. 
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The Committee find that the Corporation purchaliCd 
two used cranes at a total cost of Rs. 1 ·67 lakhs. The 
cranes were used after necessary overhauling for 1063 
hours and 300 hrs. Only as against their available 
life of 1900 hours lind 9676 hours respectively. The 
Committee note that the cranes could not be broUJht 
into use even after extensive repairs and had to be 
disposed of ultimately at a loss of Rs. 16,800.00 
The Committee fell that the matter reaarding purchase 
of used cranes needs II further probe with a view to 
fixing responsibility. 

The Committee find that the Corporation purcha­
sed 67 one ton pillar type Jib Cranes during January 
1965 to February, 1966 at a collf of Rs. 8 '36 lakhs 
even though a defect in design was' noticed when the 
drawinss were approved in 1964. The Committee 
have now been informed that necessary ft\odification 
will now be carried out with the help of 'TllIler Roller 
Bearinss' which arc being imported from USSR 
and the Cranes will be put to use in about two months 
time after receipt of the benring~. \ 

The Committee consider that the delay caused";ll 
carrying out necessary modifications in the cranes is 
hardly Justified. The Committee desire that the matter 
reaardlDg purchase of defective crane in advance 

of actual requirement lind for not carrying out the 
modifications within a reasonable limit of time re­
sulting in blocking of capital and loss of interest 
thereon need further examination with 11 view to fix 
responsibility for the lapses, if :lny. 

The Committ~-e are surprised to note that the 
Corporation purchased 2 numbers lIt' 5 ton winche~ 
and 6 numbers of 3 ton winches in 1964 although 21 
numbers of 5 ton winches and \3 numbers of 3 ton 
winches were nlready in stock, and were lying unutilis­
ed since August 1962. In addition, the Corporation 
purchased 2 numbers of 8 ton winches during 1963 
and 1964. As on dnte there are in aJl 2S winches 
in stock. Although the winches were purchased as 
for back. as in 1962, 1963 and 1964. an enquiry 
Committee has been appointed only recently to in­
vesti.ate in detail about the unnecessary purchase 
of wJDches and it is still to submit the report. The 
Committee would lik.e to be informed about the find­
iOSS of the investigating Committee. They would 
also like to be furnished with a statement indicating 
the period for which each of the winches was lying 
unutilised and what had been the estimated Joss on 
account of such an ill-planned purchase. 

The Committee are intrigued to find that it has 
not been found possible to dispose of the surptus 
13,024.02 meters of hose pipes even by public auction. 
This raises some doubts about the genuineness of the 
quality of the hose pipes purchased. The Committee 
would therefore suggest that the entire transaction 
should be thoroughly investiJlatcd to determine how 
such excessive purchase. far In excess of the require­
ments was made and whether the normal procedure 
of calling for tenders, placing of orders, inspectio n, 
purchase and careful storage was followed. 
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Rcspo~ibility should be fixed for the lapses and 
remedial measures taken to ensurc that it dOl'S 
not recur, 

The Committee need hardly add that eft'()rt~ 
should continuc to be made to dispose of the balancc 
surplus hose pipe without delay. 

The Committee find that the purchase of compo· 
nents (with oval covers for ladle cars) in anticipation 
of specific order resulted in an unnecessary 
accumulation of capital to the extent of Rs. 68,847. 
The Committee have been informed that there i~ no 
prospect of their utilisation and it is proposed lu 
dispose of these: oval covers. 

The Committee also note that the Corporation had 
placed an order for 379 induction motors, out of which 
330 motors valued at Rs. S,14,197 were received. 
Order for 47 motors had to be cancelled after paying 
a compensation of Rs. 1,900 to the suppliers as by thnt 
time balance quantity had already been received. 29 
motors were ~old to other Government understaking~. 
263 moto~ valued at R~. 4.03,045 were lying in the 

stock. 

The Committee were informed that an Enquiry 
Committee was set up to find out the circumstances 
leadin. to the placina of orders for induction motors 
and also to consider the question of utilisation or 
disposal of the motors lying surplus in stock. In 
accordanoe with the measures suuested by the: 
Enquiry Committee action was taken to approach 
other Public Undertakinas including the BokaTO 
Steel, Garden Reach Workshop and Dbarat Heavy 
Electricals Ltd. for the sale of the motors but without 
IIny result. An advertised tender was also issued 
towards the end of last year but the response has been 
poor. 

The Committee are: of the opinion that undue hUSh.' 

was shown in placing the orders for induction motors 
without eltamininetheir actual requirements. 

The Committee, therefore sUllest that the mallc-r 
should be investigated furthc:r and responsibility for 
the lapses, if any, should be fixed, Inter·aliofinding (lut 
the reasons for the non·disposal of the motors. 

The Committee find that in 1965 the Corporation 
purchased 4,846 kas. of Manila Ropes valued at Rs. 
111,173. Out of these 4,SOO ~. were: rejected hy 
an inspecting officer because of mferior quality. The 
Committee are surprised that thr same inspecting 
officer accepted the rejected ropes and rccommend{u 
110 pet cent payment. The Committee are informed 
that the inspecting officer did 50 on the basis of the 
recommendation of a Committee consisting of 3 senior 
officers who were asked to inspect the material. The 
ropes were got tested in Government Alipore TeM 
House in 1966 and found to be far below the requifl:d 
specifications and on this basis the same had been 
rejected by the same inspecting officer in August 1966 
and the entire qUllntity is stilted 10 be lying in storc~. 
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The Committee consider that neither the inspect­
ing ofllccr nor the Committee of 3 senior offtc:ers have 
acted with a full sense of responsibility and this result­
ed in an injudicious purchase of Manila Ropes 
which could not be disposed of. 

The,Committee are constrained to find how these 
ropes came to be later accepted and paid for and how 
the sample of the rope was not sent promptly to the 
Government Alipore Testing House. The Commit­
tee would like these aspects to be enquired into and 
responsibility fixed for the lapses. 

The Committee find that in 1964 the Corporation 
purchased 12,614 ·25 kgs. of continuous wire electrodes 
valued at Rs. 32,712 from a Bombay firm. The pay­
ment was made on the basis of an inspection cetificate 
issued by DO S&D, D.G. S&D carried out onPr sample 
test although they were required to test all tt.e elec­
trodes. In July 1965 the electrodes were found to be 
unsuitable. Further tests were carried out after a~ut 
one and balf years. A repeat order was placed by 
the Powadry Forae Plant in June 1964 on the same 
firm for a quantity of J2006 ·2S kgs. Payment for a' 
quantity of IlS7 ·8 kg. was made without the receipt 
of Inspection certified from the inspection authority 
and payment for 6895'S kgs. was released on the 
basis of an inspection ceriflcate without proper tests. 
No certificate receipt voucher was obtained from the 
stores department before making the payment. The 
Committee regret to note that due to lack of coordi­
nation between the two plants of the Corporation 
and due to the is.'1ue of inspection certificates without 
proper tests and payment without inspection has 
resulted in the purchase of electrodes of substandard 
quality. It is significant to note that even after about 
7 to 8 years of the purchase of the defective material 
the Corporation has not been able to start any investi­
gation in order to find out flaws in procedure and for 
fixing responsibility. According to the Management 
the investigation could not be started as the relevant 
files could not be made available as they were requind 
for the purpose of arbitration. Subsequently the flks 
were required by the lawyers in connection with the 
court case filed by the suppliers in Bombay Court. 

The Committee feel that the whole matter smacks 
of serious irregularities in the purchase procedure. 
They also deprecate that the matter has been allowed 
to linger on for years without fixing responsibility for 
such gross lapses. The Committee would Jikl' the 
Corporation to pin point irregularities in the tran­
sactions, fix responsibility and take remedial measures 
to obviate recurrence, 

The Committee arc greatly dislresSt:d to find Ihnt 
such Il larae number of cases of defective and iII-
planned purchases should have occurred resulting 
in loss of several lakhs of rupl'CS to the Corporation. 
Apart from the loss, the Committee are greatly exer­
cised about the procurement and purchase procedure 
in the Corporation which has made possible such 

, gross irregularities. The Committee would, therefore, 
stress that this and all other cases of irregularities in 
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stores should be closely analysed with a view to iden­
tify the shortcomings and deficiencies in the procedure 
and to rectify the same without delay. 

The Committee would also like the administrative 
Ministry and the Bureau of Public Enterprises to take 
special interest in the matter of stores manap:ment 
for the Committee have come across all too frequently 
such cases of defective and ill-planned purchases which 
are symptomatic of a deeper malady. Government 
should ensure that officers who are initially put in 
charge of stores and procurement are persons of 
e"perience and proven integrity so as to give a sound 
start in the matter of inventories and procedures for 
purchases etc. to the Undertaking. 

According to the Management, the ideal stock 
holding in the Corporation should cover the require­
ment for 6-12 months. The Committee, however, 
find that the actual value of stores in stock as at the 
end of years 1967-68, 1968-69, 1969-70 and 1970-71, 
representtd 34 months', 28 months', 21 months' and IS 
months' requirements respectively. Althouah the 
ratio of inventory to consumption is showing a down­
ward trend, as a result of efforts made by the COrpl)­
ration, the present stock with the Corporation is still 
on the hiah side. The Committee recommend that 
conCtrted efforts should be made to brj~ down in­
ventories to reasonable limits so as to aVOid unneee~­
sary locking up of working capital in inventories and 
considerable loss 10 the Corporation resulling in high 
cost of production. 

The Committee would also like the Corporation 
to analyse in detail the reasons which have led to 
the accrual of surplus stores of this hi.h value. The 
Committee consider that if provisioning of atroes is 
done on realistic and sound lines there should not arise 
occasions for such iarge quantities of stores to 
be having doclared surplus ""ulting in loss. 1 he 
Committee would, therefore. like the Corporation to 
take necessary remedial measures to see that Itore~ 
are ordered and provisioned on rational basis to 
obviate such losses. 

The Committee regret to note that the question 
of changing the equity debt ratio has been pendin~ 
with the Government for about 8 years. The Esti­
mates Committee in their ftfty-first Report on Heavy 
Engineering Corporation Ltd., presented to the Lok 
Sabha on the 3rd April, 1964 had asked the Govern­
ment to examine the matter regarding re-organisation 
of the capital structure. In their reply dated 8th 
November, 1965, the Government stated that the 
question of varying the existing pattern of loan equity 
parity in respect of these projects would be taken up 
for consideration after the capital cost are determined. 
The Committee do not find uy reason as to why the 
question of pattern of financing was linked up with 
the approval of capital costs. The Committee re­
gret to note that even after the approval of the capital 
costs, the question of revision of the capital structure, 
in order to reduce the financial burden on the Corpora­
tion, still remains to be finally decided. The Secre­
tary of the Ministry admitced during evidence tha 
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one of the main reasons for high cost of production 
was the huge interest on loans which the Corporation 
was required to pay every year. 

The Committee recommend that after examining 
all the ftnancial implications the Government should 
finalise the capital structure of the Corporation without 
any loss of time. 

The Committee on .Public Undertaklnas during 
their examination of Heavy Engineering Corporation 
Ltd •• in 1967-68 were informed that by 1970-71 there 
would be an accumulated loss of about Rs. 20 crores 
and it would take the Corporation about 3-4 years 
to wipe off the losses. The Committetl.ftJJt unhappy 
and observed that the expected profitaJ:)~ty of the 
plants was very low. The Committee now ',find that 
eVeD the low expectations of the Ministry have been 
totally proved to be erroneous. The actual accumtJlated 
losscs (Rs. 73 croces) by 1970-71 are three and~alf­
times more than that earlier expected.-

The Committee are deeply concerned at the huge 
loss suffered by the Corporation since its inception. 
According to the forecast furnished by the manage­
ment the Corporation is likely to suffer losses to the 
tunc of Rs. 23·5 crores during the next two ycars, 
althOugh these forecasts are only tentative. The 
actual losses arc likely to be much marc as according 
to the latest assessment of the Ministry, the year of 
break even point has been shifted from 1973-74 to 
1974-75. The Committee feel that at this rate 
the Corporation is likely to wipe Ollt all its paid up 
capital in the next two years. 

The Committee highly deplore that the Project 
Report does not include any realistic assessment as 
to when the Corporation was likely to break-even. 
All the exercises made so far differ widely from each 
other. The break-even point is being shifted from 
year to year, by bringing down the likely production 
and the sale value thereof. From the studies made so 
rar it is difficult to know as to what are the actual orders 
anticipated and whether the Corporation would really 
btcakeven within any reasonable measure of time. 

The Committee have been informed that the Min­
istry/Manaacment have taken number of measures 
such as reorganisation of the management at the higher 
level. Introduction of Incentive Scheme. improve­
ment in Costing System etc. The Committee would 
sUlqlCSt that the management sould intensify the effort 
to Increase production. ensure timely delivery and 
reduce their costs and overheads by improving pro­
ductivity and effecting economy. 

In their 14th Report on HEC Ltd. (1967-68) the 
Committee on Public Undertakings (Fourth Lot.. 
Sabha) had sugge.,ted that it would be advantageous 
to have the General Managers on the Board of Direc­
tors. The Committee fail to understand as to why 
the Government has not been able to come to 
any de.finite decision to have General Manaaers 
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in the Board of Directors even after four years of pre­
sentation of the Report of the Parliamentary Commit­
toe. On the one hand, it has been slaled that it is 
not quite necessary to have the General Manap.eJ's 
Board of Directors and on the other hand, Ihe Comm­
ittee are informed that 'Ihe matter has not been con­
sidered yet'_ 

The Committee reiterate their earlier recommen­
dation and IUgest that Government should consider 
this matter from the point of view of improving the 
functioning of the Corporation. The Committee 
would like tbe Government to strenalhen tbe Board of 
Directors 'by inclusion of knowledgeable, non-officials 
of standing to the extent of 50 per cent in the interest 
of better management of this premier national under­
taking which is expected to play a vital role in supply­
ing machinery aDd equipment for the new steel plants 
and for the expansion of the existing ones. 

The Committee rearet to nole that due to frequent 
changes in the top ManaJement, the production in 
the Plant suffered considerably. The Committee 
therefore recommend that as far as possible there 
mould be continuity in the top..Manaaement. Now 
that the Government have full time Managina Direc­
tor. Government should consider whether he shOuld 
also be v08ted with the duties of Chairman. 

The Committee note that aaaiNt the requirement 
of ~45, there are as many as 653 officers in Foundry 
Forae Product and similarly in Heavy Machine Build­
ing Project there are as many as 861 as aaainst the 
requirement of 829. The Committee consider that 
as neither the Foundry Forge Project nor the Heavy 
Machine Building Project is anywhere near optimum 
utilisation, there should have been no qU08tion of em­
ployinll officeIs even to the extent laid down in the 
Oraarusation Manual. In fact the Committee would 
have expected that the appointment of officers as 
well as staff and workers would be so phased out as 
to synchronise with the progress of manufacturing 
operations. The Committee consider that if strict 
scrutiny had beeh exercised in the case of appointment 
of officers, it would have been easier to enforce the 

.same discipline in the case of appointment of staff 
and workers_ 

Another factor to which the Committee desire to 
invite special attention is the extra-ordinarily large 
number of staff which are employed in the Headquar­
ters of the Organisation which incidentally is situated 
in the same place as the three Work shops. The 
Committee can_ little justification for havin, as 
many as 385 oftIoen and nearly 3,000 supporting staff 
for the Headquarters oraanisation. The Committee 
consider tIIat in all those public undertakings which 
are enpaeci in manufacturing operations, the accent 
should be on appointment of production staff and 
reduce the burden of indirect worken and officers. 
The Committee would, therefore, stronaly recommend 
that Govemment/HEC sbould critically examine the 
orpniatlonal let' up in the Headquarters with a 
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view to re-organise it on functional lines and eHect 
mallimum economy in officers and staft' so as to lIel 
a, a model orpnisation for olhers to follow. 

The Committee are greatly concerned to fin~ I~III 
in a key sector like Design in Heavy Machine BUlldmg 
Plant there is shortage to the extent of 364, as only 
191 offioers were in position as compared to the sanc­
tioned strength of 555. The Committee are not 
able to appreciate why the HEC/Government have 
not paid special attention to Ihis aspecl in order to 
get as many persons as necessary trained either in India 
or abroad so as to become self-reliant in this key sec­
tor. The Committee would like Heavy Engineering 
Corporation/Government to prepare a time bound 
proaramme for training of officers in Design and other 
connected works so as to attain self-reliance al Ihe 
earliest. 

The Committee are greatly concerned io\find that 
while the utilisation of Foundry Forge ProjttCt and 
Heavy Machine Building Projecl has only bcento Ihc 
extcot of 30% or less, the staff has been appainted 
in almost full strength. The Committee cannot "00 
Blronaly stress that there should be proper plannirtj! 
in the matter employment of officers and workers 
to ensure that they synchronise with the physical and 
actual proaress made in establishing production., 

The Committee would aslo like to stress that 
yardsticks for employment of staff should be evolved 
most carefully right in the beginning so that there is 
no question of later taking the plea that the statT in­
position are greatly in excess of requiremenls and 
therefore it is nOI possible to get either optimum 
production or results. 

The Committee also need hardly point OUI Ihat 
incentive system of wages should be introduced right 
from the beginning after most careful study and in 
consultation with the workers so that there is in-built 
incentive for increasing production and efficiency. 

Tho Committee attached greal importance to the 
orpnisation of training courses for workers and 
officers at various levels so as to give them a feeling 
of acquiring knowledge relevant to their vocation 
which would qualify them for promotion. 

The Committee also attach great importance to the 
~r~tion of refresher courses so that the know­
Jedae of workers is kept up-to-date by exposinl! then 
to the latolt developments and techniques of pro­
duction. The Committee would stress that orl!ani­
IBtion of trainia.a courses/refresher courses should 
receive special attention of the Personnel Department 
u woll as of top manasement so as to see that not onl)' 
these courses arc organised in a manner to best serve 
the iDlerost of the industry but also to make for en­
thuliaatic and willing participation by workers and 
offioors at all levels. 

The Committee understand that the multiplicity 
of trade unions has led to inter-union rivalries adver­
sely ~ industrial roIatlons. The Committee 
also find that for quito some time the labour manage-
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ment relations had not been cordial. There had beeP 
fRquent demonstrations, leadina to work stoppqe 
and gherBo etc, and as such the industrial relation 
and hence the production in the plants had beeD 
aft'octod, The CorporatioD had lost 2172 lJUlD-days 
in 1968, 36973 man-days in 1969 and 3226 man-day, 
in 1970, 

The Committee have dealt at length with the 
problem or manaaement workers relations in their 
Report on 'Personnel Policies and Labour Manaae· 
ment ReiatiODI in Public Undertakings' and would 
like to reiterate that the Corporation should spare no 
efforts to pve the workers in the UndertakinJSa sense 
of participation and involvement in the challenaina 
task of areater production for the aood of the COUDtry. 
All disputes should be reeolved throuah mutual dis· 
cussion in order to come to an agreement. 

The Committee are surprised to find that thoush 
the Corporation decided to relieve the Chief Security 
Officer on the basis of adverse comments made by 
Mr, Justice B. Mukherjee in his Report on the second 
fire accident in HEC in January 1964, subsequently 
the Chief Security Officer was transferred to the 
stores organisation of the Foundry Forae Plant and 
the Ministry were not even informed about this chanae 
in the decision. The Committee on Public Under· 
takings in their 14th Report on HEC Limited desired 
that the matter shol.lld be examined by the Ministry 
and suitable action taken. The Ministry have, however, 
held that it within the competence of the Corporation 
to transfer the officer from one project to another. 

The Committee do not share the opinion of the 
Ministry in this reprd. The Committee would /ike 
to invite the attention of the Government to the reo 
commendation/observation of the Committee con· 
tained in para 125 of their 14th Report on Heavy En­
gineering Corporation Ltd. where it was suucsted 
that whenever special Enquiry Committees are set 
up by Government the action taken on the obser­
vation / recommendations of such reports should be 
watched by the Ministries concerned. In reply to 
this recommendation, Government have stated that 
"necessary instructions had been issued to the adminis­
trative Ministries/Department as desired by the Com­
mittee", 

The Committee reiterate that it was hi,hly 
improper on the part of the Corporation to appoint 
the Chief Security Officer as Controller of Stores with­
out informing the Government. 

The Committee find that the Corporation iDCUr· 
red a net loss of Rs. 75 ·88 lakhs in one year (197().71) 
running the township. The Committee feel tbat the 
loss in maintaining the township is ratber on the 
high side and steps should be taken to reduce the loss 
by raising the income on township. and adoptio, swt­
able measures to effect economy consistent with effI· 
cient service. The Committee share the views of 
Audit tbat In maintenance of records for IIIBIIDCIlt 
and recovery of rent leave there is mucb scope for 
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improvement. The Committee stress that loss due 10 
lack of maintenance of the records and due to delllY 
in the allotment of quarters should be avoided. 

The Committl!lc find that in 1970-71 the expendi· 
ture In runniDI the hospital was Rs. 38 '56 lakhs. 
This appears to be on the high side. The Committee 
would suuest that the working of the hospital should 
be lot examined by an expert body with a view to 
eft'ect.in, economy wherever possible consistent 
with maintenance of reliable medical and hospital 
assIstanco to the employees. 

\ 
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