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INTRODUCTION 

I, the Chainnan of the Estimates Committee, having been autho-
rised by the Committee to submit the Report on their behalf, pre-
sent this Hundred and Fifty-fifth Report on the Ministry of Inigatioa 
and Power-National Projects Construction Corporation Ltd., New 
Delhi (Reports and Accounts). 

2. A general examination of the published Annual Reports and 
Accounts of the National Projects Construction Corporation Ltd. tor 
the year ending 31st March, 1961 was conducted by the Sub-Commit-
tee of the Estimates Committee on Public Undertakings whose Report 
thereon was finally adopted by the whole Committee. 

3. A statement showing an analysis of the recommendations con-
tlined in this Report is also appended (Appendix IV). 

4. The Committee wish to express their thanks to the officers of 
the Ministry of Irrigation & Power and the National Projects Construc-
tion Corporation Ltd., New Delhi for placing before them the material 
and information that they wanted in connection with the examination 
of the Annual Reports and Accounts of the Company. 

NEW DBLm; 

March 19, 1962. 
Phalguna 28, 1883 (S). 

• 

(iii) 

H. C. DASAPPA. 

Chairrn.n, 
Estimates ~  . 
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THE OBJECTIVES 

The National Projects Construction Corporation was Batabliab. 
Incorporated on the 9th of January 1957 under the :'i:tt::'of 
Companies Act of 1956 for the purpose of undertaking the NPCC. 
execution among others of river valley projects in the 
country. The proposal for setting up the Corporation was 
considered and approved by the Irrigation and Power 
Seminar held at Srinagar in July, 1955 in which the States 
had also participated. The reasons for the setting up of 
the Corporation were stated to be briefly as follows: 

(i) The inadequacy of the administrative machinery 
in the States to undertake the construction of 
large projects and the time that would be taken 
to build up an organisation capable of handling 
large construction jobs; 

(ii) The paucity of private contractors adequately 
equipped and competent to undertake the exe-
cution of major river valley projects; 

(iii) The tendency of project authorities to purchase 
new machinery and equipment even when 
serviceable surplus machinery was available on 
other projects, making the optimum utilisation 
of such eqUipment impossible; 

(iv) The non-utilisation of experienced technicians 
wbo became surplus on the project because of 
the disparity in pay and service conditions in 
the various States; and 

(v) The beneflts that would accrue from such a 
Corporation which would combine the advanta-
ges of departmental construction with the 
flexibility associated with the execution of works 
by private construction agencies . 
. 

A. Participation by States 

2. The sponsors of the scheme for the setting up of the Severt' 
National Projects Construction Corporation had expected ~  .. 
that all the States would participate in this venture. This 
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expectation has not been fulfilled. Of the 15 States even 
now seven, namely-the States of Andhra, Madras, West 
Bengal, Mysore, Maharashtra, Gujarat and Orissa are not 
participating. The reasons advanced are either that the' 
projects in the States are, as put forward by Madras and 
West Bengal, small and technical personnel and private 
construction agencies for the purpose are available or toot 
a State Government is itself contemplating the setting up 
of a similar construction agency. It would thus appear 
that as far as these States are concerned they have not so 
far been very enthusiastic about it. 

3. Irrigatio'l't is a subject in the State List of the Seventh 
Schedu.le to the Constitution, The Committee are 
constrained to observe that it would have been prudent on 
the part of the Centre to have moved more cautiously and 
ensured the participation of most, if not all the States 
before venturi'l'tg on a Corporation with a capital structure 
which clearly envisaged participation by them. 

No major 4. After the formation of the National Projects Cons-
~~ '  u::; truction Corporation a number of major irrigation and 
NIiCC. hydro-electric schemes have been launched in the 

States. A list of such schemes is given in Appendix I. Out 
of 26 projects, the Corporation has not secured any 
major works except some portions of work relating to the 
Rajasthan Canal, Tawa and Kosi Projects. It has engaged 
itself principally in the execution of works like the 
construction of aqueducts, masonry structures, lining work, 
submersible bridge, excavation of the foundation dam, 
construction of barrages, etc. It does not appear to be bome 
out by these facts as assumed by the premoters that aU 
the States are not adequately  equipped to undertake major 
iTrigatiOftl schemes and hydro-electric projects or that 
there is any paucity of private construction agencies in the 
field. 

B. Surplus Machinery 

. 5. Another major object in settiJlg up the Corporation 
~ ;~~ was to procure and utilise to the maximum extent the 
pluB machi-serviceable surplus equipment available on the completed 
~ ~  ful-projects. But no precise assessment of the surplus 

machinery available with such projects appears to have 
been made at the time of the setting up of the Corporation 
or thereafter. From a statement furnished by Government 
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it is noticed that machinery worth Rs. 670 lakhs 
was procured by the States from the completed projects 
between 1956 and 1961. During this period the machinery 
transferred to the National Projects Construction Cor-
poration was only to the value of Rs. 14 lakhs 
while machinery worth Rs. 68 lakhs went to the 
private parties. Thus less than 2% of the total surpluses 
were procured. by the Corporation whereas 9% was dis-
posed of to the private parties end the rest to the States. 
During 1960-61 and 1961-62 (upto September 1961) the 
Corporation did not procure any machinery from the 
completed projects while private parties purchased 
machinery worth Rs. 2 lakhs and the States pur-
chased machinery worth Rs. 98 lakhs. In this connec-
tion reference is also invited to para 17 of the 
Report. The Secretary of the Ministry stated in 
evidence that in putting forward this as an argu-
ment for setting up the Corporation, Government had 
over-estimated the importance of surplus eqUipment being 
made available to it. Thus the objective of procuring and 
utiHsing the surplu.s machinery has not been achieved by 
the Corporation to any reasonable extent. 

C. Surplus Technicians 

6. The other avowed object in setting up the Corpora-Number of 
tion was that it could ensure the optimum utilisation of ~'  

the available technical personnel, particularly, the large ~ ~  
number of employees of the n.v.c. and Hirakud that were meagre. 
being rendered surplus. The Committee were informed 
that in May, 1956 about 1,800 technical personnel of D.V.C. 
were surplus. By the end of January, 1957 over 4,500 were 
reported su:rpl1£S to the Employment Exchanges. Out of 
this the National Projects Construction Corporation has 
so far been .able to absorb only 28 persons from th,e com-
pleted project'S, which 'U'orks to a meagre O' 6% of the 
total surplus technical personnel. Here again the Cor-
poration has not been able to fulfil its avowed objective. 

D. Flexibility 

7. It was expected of the National Projects Construe-F1cxlblUtr 
tion Corporation that it would achieve a synthesis of fot :bie:f 
the best features of departmental construction with 
those of the private construction agencies. During their 
visit to the Office of the Corporation the Sub-Committee 
on Public Undertakings were informed that adequate 
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powers and flexibility of rules had not been ~  on 
the Corporation, with the result that it had not developed 
a commercial bias as the staff had nothing to gain or lose 
if the ~  gained or lost. Compared to the private 
contractors the Corporation suffered from certain handi-
caps like the rigidity and necessity of observing the set-
rules in the matter of procurement and control of stores. 
It would thus appear that its objective of combining the 
advantages of departmental construction with the flexi-
bility associated with the execution of works by private 
construction agencies has also not been realised to any 
reasonable extent. 



n 
CONTRACTS 

A. System. of Securing Contracts 

6. The Srtnagar Seminar contem.plated that the National NPCC ... 
Projects Construction Corporatiotl woUld operate like an to -:: •• 
ordinary contractor competing with others in the field and ~ ~ 
was generally opposed to the Cotporation undertakihg 
works on cost-plus buis. But In actual practice in 
the initial stages it has not turned out to be so. 
The Corporation has approached the State Govern-
ment to allot work to it at negotiated rates and 
on cost-pluS basis, which i! a radteal departure from 
the system of open competitive tenders. In fact, of the 
contracts to the value of Rs. ,~ lakhs m.ost of them are 
at negotiated rates and on cost-plus basis as would be 
eVident from the follOWing break .. up·: 

-
·At the time of factual verification, the Ministry furnished the following 
break-up :-

Rs. In Lakhs Percentage to 

Ci) By nellotiations only (i.e. without calling 
for open tenders) 91 

(ii) By nl!gotiationa, but only after calling for 
open tenders 693 

(iii) By calling open tenden but re&trictinl 
the final c0l1tracts to co8t-plus buia 190 

(iv) 9y open tenders • 131 

the lotal 
value 

17 

u 

RI. in laths Percentage 
to thetotal 
value 

~
;  At ~  rates. . 
ii) On Cost-PIlIl a.,is. . 
iii) Through Open Tenders . 

9. From the above tab1e it would be seen that over 88% Most of the 
of the works (in terms of value) were undertaken by the ~ ~ 
Corporation at negotiated rates and on cost-plus basis. The neaotiated 
value of works undertaken through open tenders ratea. 
accounted for only 12 per cent. During their visit to the 

5 
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Corporation, the Sub-Committee on Public Undertakings 
were informed in explanation that the Corporation, unlike 
private contractors, could not do sub-standard work. They 
had to quote realistic rates and they would not resort to 
claims for compensation for low rates as a rule. 

NPCC 10. While the Committee appreciate that the Corpora-
sho?ld not tion should do standard work, they do not quite see how 
~ ;.~ ~  it can only be done at negotiated rates or on a cost-plus 
of camped- basis.Pf, as the general belief goes, the private agencies 
tivetenders. t t t h' h' 1  d h' h . f fit th quo e a ra es, W tC mc 11. e a l.g marg:r.n 0 pro , e 

Committee do not appreciate why the Corporation should 
not compete successfully with the private agencies and 
yet secure the contract and turn out standard work. The 
Committee at any rate feel that the National Pro-
jects Const?ruction Corporation should not deviate from the 
system of competitive tenders as itl goes against the basic 
principle of commercial practice which the Corporation is 
expected to observe. Any other arrangement like negotiat-
ed rates and cost-plus basis would tend to curb the entTe-
preneurial initiative of the Corporation and would hardly 
leave any incentive for economy and efficiency in the execu-
tion of works. It would also expose the Corporation to 
the allegation that it is getting a favoured treatment and 
that but for the negotiated rates it would not be a viable 
unit Efforts should, therefore, be made by the Corporation 
to observe normal commercial practices in the line and to 
develop its competitive strength and capacity to execute 
works more economically and efficiently vis-a-vis the pri-
vate contractors. It should not depend entirely on con-
tracts secured On negotiated rates and· cost-plus basis. 

B. Competition in rates 

Rates of pri- 11. The Committee examined the rates quoted by the 
vate contrac- . 
tors dropped Corporation (Appendlx II). It was observed that the rates 
afterNPCC's quoted by the Corporation were higher than the estimated 
~ ~ ~  costs by 7 to 29 per cent, whereas in the case of the private 

contractors the range was ~ 1 to 8 per cent. It was 
claimed on behalf of the Corporation that after their entry 
into the field the tenders of private contractors which were 
40 per cent above the estimates, had dropped considerably. 
Even so, the rates of the Corporation were not competitive. 
It was explained that unless the contract was of a fairly 
big size, approximating to about Rs. 50 lakhs, the Corpora-



7 

tion was not in a position to compete with the private 
contractors. 

12. It seems to the Committee that the explanation lies 
in . the heavy overheadB in the Corpora'Uon. The Com-
mittee, therefore, suggest that the reasons for this may be 
thoroughly gone into and remedial measures initiated so 
that the Corporation is not handicapped in the matter of 
quoting competitive rates for comparatively small Work-If. 

C. Supervision by States 

13. During evidence it was stated by the Managing No need for 
Director that as the Corporation was in the position of an =c:::u-
ordinary contractor, the State Governments deputed their OUI 8urvrvi-
supervisory staff to see that the work executed by it was s':teI Y 
of the required quality. It waspofnted out iil this connec-
tion that even an overseer of the State Government could 
over-rule the seniormost techndcal officer of the Corpora-
tion Gnd that this worked as an irritant and created a feel-
ing of frustration in the officials. The Committee feel that 
since the National Projects Construction Corpora-
tion is a Government organisation manned by ex-
perienced technical staff, some of whom have been drawn 
from the States themselves, there is perhaps no need for 
the concurrent and continuous supervision of the work 
done by t,he Corporation as at preBent. The nature and 
extent of the existing supervision could perhaps be rela.r-
ed or confined to a test check by senior C1fftcers of the 
States. Such an arrangement would be successful only 
when the Corporation ensures required standard of work 
through its own internal synem of quality control. Since 
several States are co-partners in this Corporation and are 
represented on its Board, it should not be dit1f.cult to com-
mend the adoption of BUCha practice and enlist their co-
operation in this behalf. 

D. Delay in Execution 

14. From the ~  furnished by the Corpora-~~~  ~  
tion it 'WBS noted that in some cases there had been delays aDd disrupt 
in the execution of works ranging from 1 to 2 years. The ~ ' ~ . 
Committee were informed that the Corporation had 
not so far paid any penalty for deleys, as the works were 
completed after getting extension of time from the Project 
authorities. It is well known that delays tend to increase 
the cost of works and disrupt the cwerall plan sch.edules. 
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It is therefore of utmost importance to complete the works 
within the original time limits. The Committee feel that 
the Corporation should set an example in the prompt 
execution of works. Timely execution would not only 
reduce expenditure but would also attract mort clientele. 
The Committee hope that the Corporation would take steps 
to improve the position in this direction. 

E. Contract Agreements 
15. From the quarterly reviews of the Financial Advi-

ser it was observed that agreements for the contracts 
undertaken by the Corporation hod not been finalised in a 
number of cases. Some of the contracts were as old as four 
years. In evidence it was stated that the delay was due 
to prolonged correspondence with State Governments and 
thDUgh no formal agreements existed, there was enough 
valid legal basis for doing the work inasmuch as the tender 
form, which contained the mte contract etc., was for all 
practical purposes an agreement. Whatever the justifica-
tion for delay, the Committee feel that efforts should 1)0 

made by the CDrporation with the co.-operation of Proiect 
authDrities/State Governments to ensure that the contract 
agreements are finalised within the stipulated time so that 
no trouble arises eventually on this score. 

F. Labour Co-operatives 
16. The Committee were informed that originally when 

the Corporation started its work the idea was to deal 
directly with the labour. An attempt was mpde but as the 
staff of the Corporation was not sufficiently experienced to 
deal directly with labour the practice had to be abandoned 
in favour of giving contracts to piece workers. The Manag-
ing Director stated that since the works of the Corpomtion 
were scattered at different places and were· for different 
durations, labour co-opemtives had not been started. The 
Committee hope that whatever labour eo-operatives have 
been formed, they would be given p1'efeTence for execut-

. ing pteceworks. • 
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PLANT AND MACHINERY 

A. Acquisition oj Machine1'y 

17. One of the principal reasons or inducements to set up ~  
. . . acqulr. 

the CorporatIon was to Be-qwre the surplus machinery from 8Jnall per-
the completed projects tfnd ensure its optimum utilisation. ctent til ge °lf • • • 0 a BUrp US 
The total value of surplus machmery avaIlable WIth the mKhinery. 
State Governments in January, 1957, when the Corporation 
was set-up, was Rs. 323 lakhs. Since then surplus machi-
nery valued at Rs. 760 lakhs has been transferred from the 
completed projects to the varioWl parties as given below:--

Name 

State Project 
Private Pilfties 
NPCC 

Total: 

Amount 

Rs. 
678 lakhs 
68 laklul 
14 lakhB 

760 l8k111 

Percentage 
to total 

8!ol" 
8'5 
1.11 

JOO 

It win be aeen tha.t 90 per cent of bhe total surplus 
machinery was acquired by the States, 8.5 per cent by 
private parties and only 1.8 per cent by the Corporation. 

B. Dispoaal of Surpluses 

18. The c!ommittee were informed in this context 'that Diaposal 
the procedure for the disposal of surplus machinery on the proCedure 
.' ~ ~ river valley proJects was that the Smte Governments had ference to 
the ftrst preference and only such equipment as had no Statea. 
dernend from them could be acquired by the Corporation 
or the private parties. They were further informed that 
the State Governments were not agreeable to spare their 
surpluses as they wanted to hold them against their future 
need. The Sub-Colnmittee on Public Undertakings ~ 

however, told that the search for machinery was actually 
started by the Corpomtion after the contracts had been 
secured. 

9 
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19. The Committee are doubtful if the policy of Govern-
ment to accord the Corporation the second preference was 
a sound one. The policy of the Corporation was a130 faulty 
inasmuch as it did not move for the acquisition of machi-
nery in time. If they had done so, it would have given 
them an initial advantage in the matter of securing the 
necessary can'tTacts. 

C. Central Fleet of Machinery 

prold0sal to 20. With a view to reduce the import of spares to the 
~  ' ~  minimum and thereby conserve foreign exchange, the 
be re-eu-Corporation was to have built a central fleet of machinery. 
mined. A proposal in this regard was submitted by the Corpora-

tion to the Ministry of Irrigation and Power in June, 
1957. But the Central Water and Power Commission 
did not agree to the proposal on the' ground of cost, limit-
ed number of schemes requiring earthmOving machinery, 
and likely opposition from the States. During their 
visit to the Corporation, the Sub-Committee on Public 
Undertakings were, however, informed that the schemes 
requiring such earthmOving machinery were on the 
increase and there would certainly be enough work 
for such equipment, if purchased, during the next 
few five year plans. The Committee, therefore, suggest 
that the proposal to build a central fleet of machinery may 
be re-examined by Government. 

D. Purchase Procedure 

No adequate .. ; 21. The Committee were infol"lIlled that the second-hand 
~  aid "machinery obtained by the Corporation from the completed 
' ,~ projects was mostly old and had outlived its life. Its 

purc:haSeI. maintenance WQS becoming uneconomical and it would soon 
hlave to be scrapped. On enquiry as to how much machin-
ery came to be purchased, it was stated that the represen-
tatives of the National Projects Construction Corporation 
who inspected the machinery only satisfied themselves 
that the machine could perform in a manner commensurate 
with its age. They also satisfied ther:oselves that all the 
parts were intact and that repairs had been carried out 
properly. When the machinery was actually delivered and 
mken possession of it was, however, found that the perfor-
mance of some of them was not upto expectations as is 
clear from para 22. It obviously appears from this that 
adequate caTe was not bestowed nor inspection carried out 
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at the time of purchCl8ing the machinery. The Committee 
would emphasize the necessity CYf a thorough inspection by 
experts before such purchases are effected in future. 

E. Overhauls and Repairs 

22. The expenditure incurred on major overhauls and Maintenance 
minor repairs together with the provisions made therefor cost of 
during the last three years is given below:- ~~~  

Year 

1957-58 
1958-59 
1959-60 
1960-61 

Total. 

(Ra. in lIkha) 

Provision &;ual 

1·85 

7'7S* 

5'55 
8'47 

Nil 

3·05 
4'06 
8.80 

15'91 

*This includes RS.3· 18 lakha provided for major overhauls and minor 
replir3 of ll11cnhlery borrowed from the project authorities. 

The precise cost incurred on the maintenance of the old 
and new machinery is not available sepaI'9tely. But it is 
reasonable to S'Uppose that most of the expenditure of about 
Rs. 16 lakhs was incurred on the old machinery. This! 
would indicate 'that the maintenance costs of machinery in 
the Corporation have been high and work out to approxi-
mately 65 per cent. Such situations should be avoided. 
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TECHNICAL PERSONNEL 

A. Staff Strength 

; ~~ '  23. The staff strength of the Corporation together with 
of ~ the sources from which they have been drawn is as 
nel. follows:-

Reasons for 
direct rec-
ruitment 
not clear. 

(J) Direct recruirment 

(ii) Drawn from the cwnpleted projects· 
(iu) Retired Officials 

(if!) Deputationiats 

Total 

No. 

106 

28 

15 

7 

156 

Percentage 
to the total 
----

68 

18 

9·6 

4'4 ---
100 

Thus 18% of the technical personnel of the Corporation 
were drawn from the completed projects and 68% are 
direct recruits. 

B. Availability of Technical Personnel 

24. At the time of the setting up of the Corporation 
the follOWing categories of technical personnel were av-
ailable at the Employment Exchanges:-

Foreman (Elec. & Mech.) 

Draftsmen (Civil, Elect. and Mech.) 

Other technicians • 

Total 4,5'4 

Nevertheless, according to the information supplied to 
the Committee, 92 Sectional Ofticers and Draftsmen had 
to be recruited direct from the open market to meet 
special requirements. The Committee are not happy 
at the Corporation resorting t.p direct recruitment 
when such surplus staff was available. 

*92 persons of this category were selected and offered appointment : 59 
out of them joined servlCC in the corporation ard ,,8 were in posi-
tion in August, 1961. 

12 



13 

C. Retired Personnel 

25. At present there are 15 retired persons in the Cor-Etnployme&&f 
poration out of which 12 are Sectional Officers and Drafts-of retired 
men. The employment of retired personnel is not desirable S:i:bi:.°t 
in a commercial organisation like the National Projects 
Construction Corporation where the initiative and service 
prospects of an in.dividual matter a great deal in making 
it a success, The Committee hope that this aspect would 
normally 'be borne in mind while employing the retired 
personnel. 

D. Recruitment and Training 

26. The Annual Report of the Corporation for 1960-61 Difficulties 
refers to the frequent resignations of the staff this year also ~ ~~  
as in previous years. The Secretary of the Ministry examination. 
stated that there were various projects which drew on the 
technical personnel and they oome to the Corporation as a 
last resort. The Committee also understand that by adopt-
ing the Government scales of pay and Rules the Cor-
poration had been able to attract only the superannuat-
ed staff or staff whom the Svate Governments were will-
ing to spare. The Committee were, however, inform-
ed that the Board of the Corporation was aware of the 
difficulties in regard to the recruitment of personnel 
and a Sub-Committee had been appointed to go into 
the question of building up of the Corporation's own 
cadre of Engineers by recruiting and training young 
Engineering gradwltes and Overseers. The Committee 
hope that the Sub-Committee of the Corporation would 
give the matler due consideration. 

1761 (Aii) LS-3. 



V 
FINANCIAL RESULTS 

A. Capital Structure 

27. The authorised capital of the Corporation is Rs. 2 
crores divided into 20,000 equity shares of Rs. 1,000 each. 
It was decided by Government on ad hoc basis that while 
the Central Government should contribute a sum of Rs. 50 
lakhs towards the purchase of shares, the balance of the 
capital should be contributed by the participating State 
Governments, each contributing Rs. 10 lakhs. This capital 
structure contemplated that all the s.tates would participate 
in the scheme. This has not, however, been the case as 
only eight States have so far subscribed towards the share 
capital of the Corporation. Some of the States, as already 
noted in para 2, have expressed their inability to participate 
owing to their difficult financial position. The situation 
could have been avoided if the States had been formally 
consulted regarding the number of shares to be purchased 
by each before the proposal was finalised. 

B. Turnover 

28. The total capital of the Corporation during the four 
YOlrs (1957-58 to 1960-61) vis-a-vis the value of work done 
by it is as follows:-

Total Capital 
Value of work done 
Ratio of total capital to 1 he 

value of WOr k done. , • 1 : 

81\, 19 

·P'50 

'47 

1958-59 J 959-60 1960-6r 

134'77 160-86 179'66 
IZ4'OO 218'00 257'89 

1 : 0'91 .1 : J' 3 1 : J '4 

--- .. - _.-._.--, . __ .... -
Tu f 29, From the above table it would appear that while the rnover 0 
NPCC turnover of the capital showed a steady increase during 
beIr nor- the first three years, in the fourth year it remained almost 
rna. stationary. The Financial Adviser of the Ministry stated 

during evidence that "If We proceed on the basis of 3' 5 
ratio of turnover on capital, Rs, 2 crores would cover a 

11 
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business of Rs, 7 crores a year", According to this basis, 
the turnooer of the Corporation. ought to have been Rs, 6' 30 
crores during 1960-61. But the turnover in the Corpora4 
tion is mu.ch below the normal expectations and much 
leeway has to be covered, The Committee hope that this as· 
pect would receive attention by the Corporation. 

C. Prime Cost and EBtimates 

30, The following table gives the estimates and actuals ~  
of the cost elements in respect of the works executed by estimates. 
the Corporation during the last two years viz. 1959-60 and 
1960-61:-

(Ra. in 1akIu) 

1960-61 : 

Estimates Actual 

I, Total value of work done 
at contract rate, z18'03 zI8'03 257'89 zS7'89 
2, Prime Cost 179'44 I8S·8y 214'20 229'87 
3, Works Overheads u'43 13'64 13'z6 9'36 
4. General Overheads 16'74 14'50 18'67 16',U 
5. Profits IO,4z 4'08 u'76 2'Z3 

It would appear that during 1959-60 the prime cost ex-
ceeded the estimates by Rs. 6 lakhs and during 1960·61 by 
about Rs. 16 lakhs, resulting in a steep faU in estimated! 
profits 'by over Rs, 6 lakhs and Rs, 9 lakn,s respectively, 

D, Cost Elements and Value of Works 

31. The following table gives the actual cost element, 
of works executed during the last four years together with 
their percentage to the total value of work done by the 
Corporation :-
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32. It wm be seen thClt the percentage of prime cost to Rise in 
the total value of work done has gcme up from 75' 6% in ::: ~  
1957-58 to 89'1% in 1960-61. Even the COTpMation's own mination. 
estimates of prime C08t during 1959-80 and 1960-61 were 
about 82 per cent. The relative rise in prime cost may 
well be due to lack of proper utilisatiow. of men and 
materials. It is normaUy expected of an organisation of this 
nature that with the increase in the ~  of work and the 
experience gained by it, the percentage of prime cost to the 
value of work done would com.e down. The Committee, 
therefore, feel that the increase in prime COBt ,.equires to be 
carefully examined to find out the precise reasons therefor 
so that appropriate remedial measures may be taken. 

E. Profl.tI 

33. The following table gives the figures of gross and net 
profits of the Corporation for the last four years:-

(RI. In laltht) 

1957-58 1958-59 1959-50 1960-61 

I. Gross Profit 9'69 13'32 18,86 18·6.t 
J, Percentage of Grosa Profit to 
value of work done ,  , 23'92 IO'7S 10'4 7'2 
3, Net Profit 3'29 3'74 4'08 2'23 
4, Percentage of Net profit to 
the value of work done, 8'1 3'0 1'9 0'9 

S, Percentage of Net Profits 
to total capital , 3'73 2'77 2'S3 1'23 

It would be observed that the pereentage, of both the gross 
profit and the net profit to the value of work done htWe ~~~ ~  
been deteriorating from year to year. The perceft.tage of erior.tin" 
gross profit has come down from about 24 in 1957-58 to 
7 in 1960-61 and that of the net profit from 8 in 1957-58 to 
0' 9 in 1960-61. The return on total capit.aZ has also decreas-
ed from 3'73% in 1957-58 to 1'23% in 1960.61. 

34, The low profits of the Corporation have been attri-Rea 
'buted to the unremunerative rates, a number of unantici- ~' rate 
pated lossee and difficult site conditions. The auditors of fif ~ pro-

the company in tht"jr report for 1960-61 have drawn atten- ~~  out. 
tion to the low margin of net profits in the following 
words:-

1JIt is observed that the working of the year under 
report shows a low margin of net profits of ,9% 
on the value of work done, as against the margin 
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of 5 to 51% of net profits reserved at the time of 
preparation of estimates for giving tenders. The 
low profits is due to very low profit at Kosi and 
losses at Chambal Palaithe and Chambal-Sham-
pur units and is attributed to disputed measure-
ments which have been ignored in preparing the 
accounts, mistakes in framing estimates, mis-
takes in measurements by Project authorities, 
excessive issue of consumption of materials 
and low efficiency of machinery. A detailed 
investigation should be made by the Manage-
ment to find out the exact factors, res-
ponsible for the low rate of profit in 
order to safegUGl'd against the recurrence of such 
conditions in future and to achieve the maximum 
efficiency and profits". 

35. The Committee th1L8 find that the profits of the 
Corporation have been continuously decreasing and are 
not satisfactory. They feel that the margin of 5% 
to 51% provided in the estimates is inadequate as it barely 
covers the normal im-erest liability on the capital invested 
in the Corporation. In the opinion of the Committee, the 
Corporation should earn a reasonable return on its capital. 
In this connection a reference is invited to· paragraph 24 
of the 120th Report of the Estimates Committee (Second 
Lok Sabha) on the Sindri Fertilizers and Cnemicals Ltd. 

F. Dividends 

36. The dividends declared by the Corporation during 
the last four years are as follows:-

1957-58 1 '2% (Free of tax). 
1958-59 1'7 % .. 
1959-60 1 '0% .. 
1960-61 1 '0% " 

The dividends were declared after providing for the statu-
tory obligations for Income Tax, Development Rebate, etc. 
and for contingent liabilities of various sorts in the Profit 
and Loss Accounts. The Secretary of the Ministry said 

. ~  2.4 of the 120th Report of the Estimates Committee (Second 
Lok Sabha) reads as follows:-
"In the Committee's opinion a public undertaling should not only give 

a reasonable retum on the capital, after providing for depreciation 
and reserves, but also provide funds for axpansion. Alternatively, 
the undertaking should be in a position after a Ipecided period, to 
redeem from its accwnulated funds its capital which can be utilieed 
by Government for other purposes. The Sindri Pertilizera and 
Chemicals Ltd., have not so far been able to meet these require-
menta. The Committee hope that the future working of the under-
takina would satisfy these requirements" • 
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during evidence that the Finance Departments of the parti-
cipating States in the Corporation expected some return on 
their investments. Further, if no dividends were declared 
they could not expect the other States to join the Corpora-
tion. It was also stated that there was no overall policy of 

~  respecting the declaration of dividends by Pub-
lic Undertakings. 

37. The Committee appreciGte the desire of the State No utility 0 f 
Governments participating in the Corporation to get some declaring 
return on their capital i1tVe8tments. They are therefore ~~ ~ . 
not convinced of the utility of declaring such meagre divi-
dends. They trust that the Corporation would increase its 
earning efficiency to declare reasonable dividends. 

G. Advances and Sundry Debtors 

38. The Sundry Debtors of the Corporation went up from Causea for 
Rs. 14 lakhs in 1958-59 to Rs. 36 lakhs in 1959--60 and the ~ ~~;  
figure of advances rose from Rs. 1'29 lakhs to Rs. 10 lakhs payments 
during the corresponding period. The reason was stated ~~~~ ~  
to be that payments had not been received from the pro- . 
ject authorities for services rendered. Since the States 
where the Corporation has undertaken works are repre-
sented on the Corporation's Board and the Corporation 
deals mainly with the Government agencies, the Com-
mittee do not see why delays in payment of dues extending 
over a year should continue to occur. They suggest that 
the causes of delay may be discussed by the higher of1i-
cials of the Corporation with those of the project autho-
rities with a view to removing the procedural bottlenecks, 
if any. 
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CONCLUSION 

39. As has been already indicated, the Natiolltal Pro-
ject.s Construction Corporation was started with the .~ 

of utilising surplus machinery and technical manpower on 
the completed river valley pTojects which were supposed 
to be available at the time the pToposal was initiated. Unfor-
tunately, the setting up of the Corporation was not preceded 
by adequate and pTecise data regarding the surplus machin-
ery and manpower and thei,. availability to the Corpora-
tion. As facts turned out, it could achieve very little in 
either direction. It is regTettdble that more zeal than pre-
cise .~ attended the establishment of this Corpora. 
tion. 

40. Rive,- Va.ney Projects come under the subject 
<Irrigation' which is in the State List of Seventh Schedule 
to the Constitution. As such, one would have expected that 
the cooperation of most of the States was at least ensured 
before the setting up of the Corporation. The Central Gov-
ernment on the contrcry established the Corporation and 
then looked round for cooperation from the States, making 
its truk a diffiCUlt one. The sources of building up an effi-
cient organisation to e:recute the major river valley pro-
jects were not exploited adequately and in time by the 
Corporation with the result that it became increasingly 
dit(ticult jor it to secure the goodwill a.nd willingness of 
the States to co-operate with such a venture. The Corpo-
ration has now been working for welt-nigh four years 
against heavy odds and its path is still strewn with diffi-
culties. 

Entry of 41. It must be said, however, that the setting up of the 
~ Corporation in itself has served a useful purpose in that its 

psyc OOgl-
cal effect on very existence has created a psychological effect on the ten-
tprivate ,eon-dency of the private contractors to quote high rates. It has ractors . 
quotations. endeavoured to set htgh standards of work-a matter that 

needed to be brought prominently ·to the notice of private 
contractors. There is a future for its activities should the 
organisation be geared up to the task. It is to be hoped that 
in its task, the Corporation would endeavour to exe('ute 

20 
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works entrusted to it with speed, etff.ciency and economy, 
ensuring at the same time a high standard of quality. Also 
the Corporation should :be able to build up a nucleus of 
technical manpower and machinery capable of handling all 
types of river valley projects and set up a reputation for 
competency, integrity and service. 

NEW DELHI; 

March 19, 1962. 

Phalguna 28, 1883 (Saka.) 

H. C. DASAPPA, 

Chairman, 

Estimates ~. 
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APPBNDIX I 

(V ide para 4 of the Report) 

List of Major Irrigation Schemes and Hydro electric projects 
Major Irrigation Schemes 

Name of Project Name of State 

Tungabhadra High Level Canal Andhra Pradesh 
Stage I 

Sone Barrage } . 
Remodelling of Sone Canal System Bthar 

Gandak U.P. & Bihar 

Narmada (Stage-Breach) Gujarat 

Banas (Dantiwada) Gujarat 

Ukai Gujarat 

Tawa Madhya Pradesh 

Parambikulam Aliyar Project Madras . 
• Mula Maharashtra 

Bagh Maharashtra 

ltiadoh Maharashtra 

Gurgaon Canal Project Punjab. 

Rajasthan Canal Rajasthan 

Sarda Sagar Stage II U.P. . . 
Ramganga. U.P. 

Rangsabati West Bengal 

. __ ... _---.,", 
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Work 
started 
in month/ 
year 

1957 

2./1959 

1958 

1961 

5/1957 

1960 
1958 

1961 

1958 

1958 

1958 

1959 

6/1958 

2/1957 

1/1957 

1/1957 



S. 
No. 

I 

2 

3 

4 

5 
6 

7 

8 

9 

Hydro Electric Projects 

Name of Project 

Upper Sileru Hydro Electric Project 

Umaiam Hydro Electric Project, Assam 

Sholayar Hydro Electric Project . 

Pamba Kakki Hydro Electric Scheme, Kerala 

Bhadra Hydro Electric Project 

Jaldhaka Hydro Electric Project 

Mettur Tunnel H.E. Scheme 

Sharavathy H.E. Project (Second Stage) 

Ramganga H.E. Project 

Date of 
commence-

ment 

1958 

1959-60 

1957 

I958-59 

1957 

1958 

1961 

1959 

1958 
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APPBNDIX III 

Staummt showing the summary of Conclusions! Recommendations of the 
:&timates Committee contained in the Report 

S. Reference 
No. to Para No. 

in the Report 

I 2 

I 

2 3 

3 4 

5 

5 6 

6 7 

Summary of Conclusions/Recommendations 

3 

Of the 15 States even now seven are not participating in 
the Corporation. It would appear that as far as these 
States are concerned they have not 50 far been very 
enthusiastic about it. 

The Committee are constrained to observe that it would 
have been prudent on the part of the Centre to have 
moved more cautiously and ensured the participation 
of most, if not all the States before venturing on a Cor-
poration with a capital structure which clearly envis-
aged participation by them. 

It does not appear to be borne out by facts 
that all the States are not adequately equipped 
to undertake major irrigation schemes and hydro-
electric projects or that there is any paucity of private 
construction agencies in the field. 

The objective of procuring and utilising the surplus 
machinery available with the completed projects has 
not been achieved by the National Projects Con-
struction Corporation to any reasopable extent. ' 

Out of 4,500 persons reported surplus to the Employ-
ment Exchanges by the end of January, 1957 
the N otiona! projects Construction Corporation has 
so far been able to absorb only 28 persons which works 
to a meagre o· 6 % of the total surplus technical 
personnel. Here again the Corporation has not 
been able to fulfil its avowed objective. 

lt would appear that the Corporation's objective of 
combining the advantages of departmental construc-
tion with the flexibility associated with the execution 
of works by private construction agencies has a1s 0 not 
been realised to any reasonable extent. 

28 
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Whi1e the Committee appreciate that the Nationa) 
Projects Construction Corporation should do standard 
work, they do not quite see how it can only be done at 
negotiated  rates or on a cost plus basis. If, as the 
general belief goes, the private agencies quote at 
rate<;, which include a high margin of profit, the Com-
mittee do not appreciate why the Corporation should 
not compete successfully with the private agencie5 and 
yet secure the contract and turn out standard work. 
The Committee at any rate feel that the National 
Projects Construction Corporation should not deviate 
from the system of competitive tenders as it goes against 
the basic principle of commercial practice which the 
Corporation is expected to observe. Any other arrange-
ment like negotiated rates and cost plus basis" culd 
tend to curb the entrepreneurial initiative of the Cor-
poration and would hardly leave any incentive for eco-
nomy and efficiency in ~.  execution of works. It would 
also expose the Corporation to the allegation that it is 
getting a favoured treatment and that but for the 
negotiated rates it would not be a viable unit. Efforts 
should, therefore, be made by the Corporation to 
observe normal commercial practices in the line and 
to develop its competitive strength and capacity to 
execute works more economically and efficiently fJis-
a-fJis the private contractors. It should not 
depend entirely on contracts secured on negotiated 
rates and cost plus basis. 

It seems to the Committee that the explanation for the 
rates quoted by the Corporation being higher than the 
estimated costs and those quoted by the private con-
tractors lies in the heavy overheads in the Corporation. 
The Committee, therefore, suggest that the reasons for 
this may be thoroughly gone into and remedial mea-
sures initiated so that the Corporation is not handi-
capped in the matter of quoting competitive rates 
for comparatively small works. 

The Committee feel that since the Corporation is a Gov-
ernment Organisation manned by experienced techni-
cal staff, some of whom have been drawn from the 
States themselves, there is perhaps no need for the con-
cqrrent and continuous supervision of the work done 
by the Corporation by the staff of the State Govun-
ment as at present. The nature and extent of the 
eldsting supervision could perhaps be relaxed or 
confined to a test check by senior officers of the States. 
Such an arrangement would be successful only when 
the Corporation ensures required standard of wor k. 
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through its own internal system of quality control. 
Since several States are co-partners in this Corporation 
and are represented on its Board, it should not be 
difficult to commend the adoption of such a practice 
and enlist their cooperation in this behalf. 

It is well known that delays tend to increase the cost of 
works and disrupt the overall plan schedules. It is, 
therefore, of utmost importance to complete the works 
within the original time limits. The Committee feel 
that the Corporation should set an example in the 
prompt execution of works. Timely execution would 
not only reduce expenditure but would also attract 
more clientele. The Committee hope that the Cor-
poration would take steps to improve the position in 
this direction. 

Whatever the justification for  delay, the Committee feel 
that efforts should be made by the National Projects 
Construction Corporation with the cooperation of 
Project authorities/State Governments to ensure 
that the contract agreements are finalised within the 
stipulated time so that no trouble arises eventually 
on this score. 

The Committee hope that wherever labour cooperatives 
have been fomed, they would be given preference 
for executing piece works. -.-

The Committee are doubtful if the policy of Govern-
ment to accord the National Projects Construction 
Corporation the second preference in securing 
surplus machinery frem river vall· y projects was a 
sound one. The policy of the Corporation was also 
faulty inasmuch as it did nOlt move for the 
acquisition of machinery in time. If they had done 
so, it would have given them an initial advantage in 
the matter of securing the necessary contracts. 

The Committee suggest that the proposal to build a 
central fleet of machinery may be re-examined by 
Government. 

From the fact that the performance of some of the 
second hand machinery obtained by the Corporation 
was not upto ~ it is obvious that adquate 
care was not bestowed nor inspection carried out at 
the time of purchasing the machinery. The Com-
mittee would emphasize the necessity of a through 
inspection by experts before such purchases are 
effected in future. 
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It is reasonable to suppose that most of the expendi-
ture of about Rs. 161akhs on overhaul and repairs 
from 19S7-S8 to 1960-61 was incurred on the old 
machinery. This would indicate that the main-
tenance costs of machinery on the CorJ?Oration have 
been high and work out to approxunately ~ , . 
Such situations should be avoided. 

According to the information supplied to the Committee 
92 Sectional Officers and Draftsmen had to be re-
cruited direct from the open market to meet special 
requiremen s. The Committee are not happy at 
the Corporation resorting to direct recruitment 
when such surplus staff was available. 

The employment of retired personnel is not desirable in 
a commercial organisation ~ the National Projects 
Construction Corporation where the initiative and 
service prospects of an individual matter a great deal 
in making it a success. The Committee hope that 
this aspect would normally be borne in mind while 
employing the retired personnel. 

The Committee hope that the Sub-Committee of the 
Corporation which has been appointed to go into the 
question of building up of the Corporation's own 
cadre of Engineers would give due consideration to 
the difficulties in regard to the recruitment of person-
nel. 

The situation that some of the States have ~  

their inabiLty to rarticir;ate in the venture 
could have been avoided if the States had been 
formally consulted regarding the number of shares 
to be purchased by each before the proposal for setting 
up the Corporation was finalised. 

The turnover in the Corporation is much below the 
normal expectations of 3 . 5 times the capital and 
much leeway has to be covered. The Committee 
hope that this aspect would receive attention by the 
Corporation, . 
During 1959-60 the prime cost exceeded the estimates 
by Rs. 6 lakhs and during 1960-61 by about Rs. 16 
lakhs, resu'ting in a steep fall in estimated profits by 
OVer Rs. 6 lakhs anJ Rs. 9 !akhs respectively. 

The percentage of prime cost to the total value of work 
done has gone up from 75' 6% in 1957-58 to 89' 1% 
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in 1960-61. The relative rise in prime cost may 
well be due to lack of proper utilisation of 
men and material. It is normally expected of an 
organisation of this nature that with the increase in 
the volume of work and the experience gained by it the 
percentage of prime cost to the value of work done 
should come down. The Committee, therefore, feel 
that the increase in prime costs requires to be care-
fully examined to find out the precise reasons therefor 
so that appropriate remedial measures may be taken. 

The percentages of both the gross rrofit and the net 
profi to the val ue of work done have been deterio-
rating from year to year. The ~  of ~  
I'rOfil has CO!l:C down from about 24 in 1957-58 to 
7 in 1960-61 and :hat of the net profit from 8 in 
1957-58 to o· 9 in 1960-61. The return on total 
caritai has .~  dccrca'lcd from 3.73 % in 1957-58 to 
1.23 % in 1960-61. 

The Committee lhus find that the Rrofits of the Corpo-
ration have been continuously decreasing and are not 
satisfactory. They fed that the margin of '; % to 
51 % provided in the estimates is inadequate as it 
barely covers the normal interest liability on the capital 
invested in the Corporation. The Corporation should 
earn a reasonable return on its capital. In this 
connection, a reference is invited to paragraph l4 of 
the 120th Report of the Estimates Committee (Second 
Lok Sabha) on the Sindri Fertilizers and Chemicals 
Ltd. 

The Committee appreciate the desiPe of the State Gov-
ernments participating in the Corporation to get 
some return on their capital investments. They are, 
therefore. not convinced of the utility of declaring 
such meagre dividends. They trust that the ~
poration Would increa..<:e its earning efficiency to 
declare reasonable dividends. 

Since the States where the Corporation has undenaken 
works are rerresentcd on the Corroration's Board 
and the Corpo"ation dea's.m.ainly wih the. Govern-
ment agencies, the Committee do not see why de'ays 
in payment of duei extending over a year should 
continue to occur. They suggest that the cauo;es of 
delay may be discussed by the higher officials of the 
Corr-oration with those of ,the rro;ect authorities 
with a view to removing the procedural bottlenecks, 
if any. 
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39 As has been already indicated, the National Projecta 
Construction Corporation was started with the objecti 
of utilising surplus machinery and technical man-
power on the completed river valley projects which 
were supposed to be available at the time the proposal 
was initiated. Unfortunately, the setting up of the 
Corporation was not preceded by adequate and pre-
cise data regarding the surplus machinery and man-
power and their availability to the Corporation. Iu 
facts turned out, it could achieve very little in either 
direction. It is regrettable that more zeal than precise 
calculations attended the establishment of this Corpora-
tion. 

River Valley Projects come under the subject "Irrigation" 
which is in the State List of the Seventh Schedule to 
the Constitution. As such one would have expected 
that the cooperation of most of the States was at least 
ensured before the setting up of the Corporation. The 
Central Government on the contrary established the 
Corporation and then looked round for cooperation 
from the States, making its task a difficult one. The 
sources of building up an efficient organisation to exe-
cute the major river valley projects were not exploited 
adequately and in time by the Corporation with the 
result that it became increasingly difficult for it to 
secure the goodwill and will"ngness of the States to 
cooPerate with such a venture. The Corporation has 
now been working for well nigh four years against 
heavy odds and its path is still strewn with difficulties. 
It must be said, however, that the setting up oC the 
Corporation in itself has served a useful purpose in 
that its very existence has created a psychological 
effect on the tendency of the private contractors to 
quote high rates. There is a future for its activities 
should the organisation be geared up to the task. It 
is to be hoped that in this task, the Corporation 
would endevour to execute works entrusted to it with 
speed, efficiency and economy, ensuring at the same 
time a high standard of quality. Also the Corporation 
should be able to build up a nucleus of technical man-
power and machinery capable of handling all typca of 

~  valley projects and set up a reputation for com-
petency, integrity and service. ' 

-,----.. ---------_.,--------



APPENDIX IV 

.Analysis of Recommendations contained in the Report 

I. Classification of recommendations 
A. Recommendations for improving the Organisation and working. 

1,2,3,4,5,6, 9, II, 13, 14. IS, 17,18,19,20,25,26,27 
B. Recommendations for effecting economy which include suggestions 

for increasing the production. 
7, 8, 10, 16,21,22,23,24 

C. Miscellaneous 
12 

II. Analysis ofimportant recommendations directed towards economy 

Sl. No. as per 
No. Summary of 

recommendations 
Paniculars 

I 7 Competitive strength and capacity should be developed 
to execute works more economically and efficiently 

viz-a-viz th·:! private contractors. 
2 8 Remedial measures in regard to heavy overheads sug-

gested. 

3 10 Timely execution of works would not only reduce ex-
penditure but would also attract more clicnt-ele. .. 16 Maintcinance COsts of machinery have been high. , 21 The turnover is much belo.w expecttltions. 

6 22 Increase in prime costs should be carefully examined. 

7 23 The Corporation should earn a reasonable return on 
the Capital. 

8 24 Earning efficiency should be increased. .. 
III. Monetary Value of economy. 

It is not possible to calculate the monetary value of the economies which 
might be effected as a result of the implementation of the recommendations 
classified' under B above. 
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