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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf, Present 
this 63rd Report on Action,Taken ,by Government on the recommendations 
contained in the 41st Report (Seventh Lok Sabha) of the Committee on 
Public Undertakings on Hindustan Photo Films Manufacturing Co. Ltd. 

2. The 41st Report of the Committee on Public Undertakings was pre-
sonted to Lok Sabha on 26 April, 1982. Replies of Government to all 
the recommendations contained in the Report were received in three batches 
by 29 January, 1983. The replies of Government were considered by the 
Action Taken Sub-Committee of the Committee on Public Undertakings 
on 17 March, 1983. The Report was finally adopted by the Committee 
on Public Undertakings on 23 March, 1983. 

3. An analysis of the action taken by Government on the recommenda-
tions contained in the 41st Report (1981-82) of the Committee is given in 
Appendix. 

NBW DELHI; 
A.prll 4, 1983 

Chaitra 14, 1905(S) 

MADHUSUDAN VAIRALE, 
Chairmtlll, 

Committee on Public Undertaking •. 



CHAPTER I 

R~PORT 

'f.his Report of the Committee deals with the Action Taken by Govern-
mebt oil tbe tecot'lltMftdation'S 'Contained in tbe Forty Fim ~t (Seventh 
Lot Slbha) ofttte COtttmittde Ott P\ablic U'hclertatinsa oD HWul'tan ~to 
Pilun Man.~ring Co. LCd. whidl was preleb-S to·Lot !abba on 26 
A~. 198i. 

2. Action Taken Notes have been rtcelved frol'b th~ Oovertllnent in 
respect of all the 22 recOntmel'lda'tiMS c()t\tained in 'theit'epoit. the 
recommendations have been categorised as follows:-

(i) Recommendations/Observations that have been accepted by 
GoverDlnent : -
Seritl NOli. 1·1,5-13, 18, 19 aftd ~l. 

(ii) Recommendations/Observations \\Ibicb the Coinmittee do not 
desire to pursue in, View .Or06vetl\in~nt's teplies : 
Serial Nos. 4 and 16. 

(iii) Recommendations/Observations in respect \)f wbltb replies of 
Government have not been accepted by the Committee : 
~rial Nos. 14. 15, 17 and 22. 

(iV) }tecomtnehdations/OMervatiotts in m~eet of ",hleb fhl.t replies 
or 'OOvernment are srin .waited : 

Serial No. 20 
3. 'the Committee will now deal ~ith the action taken by Government 

on some of their recommendations. 

Detdill IJf CrJJN*tlry utllllat;6,. to be *plcted i,. A.."ua/ Re'J1tt"S 

a ........... tIoa St. No. • (P.......... U.8) 
4. The Comtnlttte bad recommended tbat in, order that Parliament and 

the public mty 8fJt the correct picture, the depltfunent •• iee utilitation of 
capacity should be brought out in the Annual Reports of the Company 
and the BPE'Ii survey. 

S. In reply Government have stated : 
"As regards the sUliestion of the Committee that tbe department-
wise utilisation of capacity should be brou~ht out ih tile Annual 
Report of the Company, it is submitted that the detai" to be pub-
lished in this report havo to be in aocordance with the provisions 

I 
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of the Companies Act according to which the actual production illl 
respect of finished products meant for sale shall be mentioned., 
However, the Company will be directed to include departmental/ 
stage-wise utilisation of capacity in its annual performance report 
submitted to Government." 

6. The Cellllllittee need hardly point out that the Annual Reports of the 
PabUc UDClertakJqs should, not only satisfy the reqnirement of Company 
Law but also of the accoaataWUty to Parliament. The Annual Report of tbe-
Company sboold therefore bring oat the utilisatioD of capacity department-
wise. Farther BPE's annual survey sboold also do 80. The Committee trult 

necessary action wUl now be taken in tbis bebalf. 

Capacity utilisation of Ambattur (Madras) plant 

Recommendation SI. No. 9 (Paragraph II. 9) 

7. The Committee had found that with demand anticipations for X-ray 
and graphic art films having not materialised, the conversion plant set up 
atAmbattur (Madras) in 1979 entailing an outlay ofRs. 210 lakhs remained 
grossly under-utilised. The utilisation was only to the extent of 0 ,183 and 
0-061 million sq. metres during 1979-80 and 1980-81 aS'against the capacity 
of 3 million sq. metres. 

8. The Government have in their action taken note stated: 
"The conversion capacity created in the new plant is 2 million sq. 
metres of medical X-ray film. 0 ·25 million sq. metres of industrial X-ray 
and 0 ·75 million sq. metres of graphic arts film. These capacities arc 
within the projected demand as worked out by the Consultants. 

The demand for medical X-ray film which was expected to go to a 
level of 5 million sq. metres, however, did not reach that level, as anti-
cipated. Simultaneously, the conversion capacity for X-ray film at 
the Ooty Plant was also augmented by certain marginal improvements 
carried out in the meantime and. t~erefore, it was possible to meet 
the entire demand for this product from, the Ooty Plant itself. That 
being so, the additional capacity created in respect of medical X-ray 
film at the Ambattur Plant was not put to use appreciably for this. 
purpose. 

When the conversion capacity for graphic arts and industrial X-ray 
was planned at Ambattur in 1976. it was anticipated that a major 
share of the market in respect of these products would be taken over 
by HPF in a phased manner. 

However. under the import licensing policy for 1978-79. industrial 
X-ray and graphic arts film were brought under the OGL list thus 
enabling importers to import these materials freely. This policy was 



3 

continued during the next two years and on the Company's taking 
up the matter witb tbe Government, pointing out tbat such an import 
policy bad jeopardised tbe utilisation of tbe conversion capacity at 
Ambattur, these items have now been brought under restricted list 
during the current year (1982-83). 
Tbus, by the time the Ambattur Plant went into production in 1979. 
a large quantity of finished materials was imported directly into the 
country particularly from cheaper Japanese sources, taking advantage 
of the OG L provisions. This has acted as a major constraint in the 
utilisation of the conversion capacity at Ambattur Plant especially 
in view of the fact that all these products have a specified shelf-life. 

9. The fact that tbere was overestimation of demaod aod tbat tbe actual 
ch!mand for medical X-ray fUms could be met by augmenting tbe production at 
the Ooty Plant after making certain marginal improvements only reinforces 
the Committee's finding tbat tbe creation of additional capacity at Ambattur 
(Madras) was a patent case of bad planniq. In this context tbe Committee 
regret that their query whether there was any reliable market survey before 
embarking upon the Ambattur Project and if not, who was responsible for the 
omission, bas only elicited a cryptic reply that tbe projected demand was 
worked out by the consultants. The Committee would, therefore, like to 
know wbether the consultants UDd.took any reliable market survey for pro-
jecting the demand and ifaot, wby. The Conuaittee wish to emphasise that In 
future market survey sboold invariably be andertakeo before finalising a pro-
ject proposal of this kind. 

Need for independent Enquiry into various allegations against the Company 

Recommeadatlou SI. Nos. 14,15, and II (Paragfaph D, 14, 15 aad 11) 
10. According to a former Chairman of the Company delay in take 

over of direct distribution of Company's products was an act of sabotage 
of policy directions. In view of this allegation and in view of the 
charges of Javourtism shown to some distributors, the Committee had re-
commended that the delay should be investigated and responsibility fixed. 

11. In their reply Government have stated that although it was accept-
ed that the implementation of the decision to take over direct distribution 
could have been expedited, there was no delibrate effort on the part of 
the Company to resist the implementation of the decision. I t has also 
been stated that since all the officers concerned in the relevant period 
had left the services of the Company. no purpose will be served by a 
further investigation to fix responsibility. 

12. The committee had also found that the Company had been 
showing undue accommodation to its erstwhile distributors and at least 
some of the distributors had been favoured by the Management without 
safeguardingtbe interests of the Company. The Committee had therefore 
suggested an independent enquiry. 
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13. It has been stated by Government in their reply that as the alle-
:gations of favourtism shown to distributors had already been gone hiio in 
·detail by Committee consisting inter alia of two Government Directors 
of the Company, there was no need for a further formal enquiry. 

14. Even though some of the allegations bad been enquired into by 
a teem of officers, the Committee had felt that such an enquiry by officers 
associated with the Company during the period is neither adequate nor 
capable of inspiring confidence in ali concerned. The CoinIriittee had 
accordingly recommended that there had to be an independent enquiry not 
only covering the various allegations already made but also the points 
made by the former Chairman of the Company before the Committee and 
the points raised by the Committee in their 41 st Report (1981-82). 

15. The CouhtM hail given eogeDl i'ealsobs why there sbbilld b~ aD 
iilde.eDaeiit eaqUlr)' lilto tb~ various acts or omlssioD lid CCUbDlI~lc"i al1.,.d 
_illtist the ibill.a*eDi~t dt tile HPF as brouiht i)lIt hi the 41st Rbpoi't 
(1981-Si). tht! tolbitlntee aie ilot slUslied ~th tbe te»iy of tlie Mhil~try~ 
They wllth to teitetate their elirlier tetoUeiidatlod. 

Export of Silver Nitrate 

tteemb ... dltattOD SI. No. 1'7 (ParaltaPh II '17) 
16. Commenting on the export or silver nitrate by the COl11pany 

lhirtgary &. GOR. prior to 1979-80 thtough an agent Without cltltlhS tenders, 
the Committee had i'econllllended that the clrcumstatices uhder whicltthe 
~xpotts were mad.e without eriSurlrtg the reasonllbleness of price needed 
to be investigated. 

17. In reply Government have stated: 
"The Company had contacted parties in USA, aDa; Hungary and 

West Germany/Hong Kong to obtain favourable priCes. On the basis of 
the quotations from these parties, the conversion charBes obtained by 
the company may be considtred reasoJtable." 

ltha~ also betn stated that in these transactions. the company 
has realised a net profit of over Rs. 4 lakhs Which was largely due to the 
silver price differential in the Indian and the London Bullion Markets. 

18. The basic· ,..at raiBeci by tile Committee was whetller tbe price at 
"bicb exports of sliver nitrate were .... to HUlllary .... GRD wu the 
best price avail alt •• alMl whether otlaer buyers would have offered better 
price. This anumeci importance ,articularly ta view of the statemeat 
made by the MaD.gilll Director before the Committee that DO elort had 
been .• ade to establish the "a,oRableaess of the prices. Tbe statemeaa 
ROW made to tbe ell'ect that on tbe basi. of the ,uotations. tbe coaversioD 
ebarles obtaioed ItJ the Compaay may be considered reasouble aDd 
tlt.t ia these tr .... CtlOll8 by tbe compaay net proftt of over RlI.4 lakbs bad 
Mea macle bardly estabUsh til. reuoaabJeaess of tite pricet reali.eel. The 
COIIIIBiUee, tberefore, caDoDt but reiterate tbe lleed for iovestilatioD io tbe 
.. atter. 



CHAPTER n 
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED 

BY GOV·BJlNMENT 

Recommeadatioa (Serial No.1) (par.lraph 1) 

1. The Hin4ustan Photo Films Mfg. Co. Ltd. was set up in 1960 with-
tbe:objective: of attaining self-sufficiency in the manufacture of p~ 
{)l:\ic pro~8. Tho CQmmit~.exami~. the working of this, ~y d.at-
ins 1973-74. The Company'. record in the matter of fulfilling its olajeo&ive 
is, to say the least, PQor. It ha,s also been incurring losses since incep-
tion upto 1974-75. After setting off of profits earned subsequently, the 
cumulative losses as on 31st March 1981 were of the order of Rs. 7"42' 
crores. The profits mad~ in recent years do not impress the Committee. 
There is c9nsidera1)Je und~~-utilisation of capacity and there are large 
scale wast.a,aes in ,:arious st~ of ~Ilufacture ofpr~dqct~ lx~idc;s clear 
in~tion of general mismana.~nt of 9istribution and, ¥Ies, The co~t 
and quality control as well as the cash management in company leavc;s 
m~ch to ~ desired.. In sucl).. a situation, profits can only be at,tributed tc;> 
sUCQc!ssiv~ price re.,<i.siQns that f1.ave w"l~cn place exploiting the lJ1o~poly 
position in the market. In any case the company's own products did not 
contribute much to profits. More than 75 per cent of the profits was on the 
sale of imported products with. very little value adeled by the company. 

Reply of the Gol'erDDleat 

A n~tc; ~~ting o~t th~ perfor~n~ or t~ Compa,ny since 19.75-7,6, is at 
A,nnex~~I,. 

[Ministry of Industry/Deptt. of Indu.suiaJ Lletiolopmpat 
QM. Np. 1.S(3J)l8,2-C;Of(l) D4ted,17-11-821 

PARA-I 
The pcrfonnance of the company slace 1975-76 has to be usoued with reference to, 

the followiD, parameters 

PERFORMANCE MAN~~nOS 

Description 1976-77 19n·78 UI78-79- 1!1OtiO 1980-81 

2 3· 4 5 , 
~n~(: 3m 6604 ~~QD (Its: I~ ~540 4230 4903 

~Ies 3119 ,~ ~ 4676 m2' 
Net Profit J4J 164 212 'lG1 363· -----, .. ,_. 

5 
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... ".-._ .. _--_ ... --- ._- ---- ----". "-- - .. --- -.. - --_._ .. _---. .-----.--. --
2 3 4 5 6 

Growth rate % 
(Correlation to previous year) 
TurDover. 40·03 14·33 11·13 17 ·96 27 ·72 
Production 55'40 1 -05 18 ·25 15 ·91 34·69 

Sales : 
Cost of Sales: 

Net Sales (~~) . 95·45 95'40 94'14 94'29 93 ·92 
PenoImeI: 
No. of employees 2252 2338 2624 2806 2944 
Value added (RI.lakbs) 924 1106 1244 1361 1769 
Value added per man year (Rs. 
lakhs) . . . . 0'41 0·47 0·47 0·49 0·60 

IIIDac:iaI 
<irosa marain (RI. lakhs) 480 539 594 649 831 
Gross profit .. 436 493 545 619 797 
Net profit 143 164 232 267 363 
Capital employed (Ra.lakhs) 1856 2321 2526 3180 3741 
Net worth (RI. Laltha) -260·14 - 95·10 128 '15 345·73 570'86 
Net ..... t: 
Total asSets (%) 5·36 5 '07 5'96 5 '81 6·01 
Oross fixed 11 ·58 13·60 18·04 17'94 23'12 
A.-: 

'Sales(YJ • • 4·58 4·59 5·86 5·70 6'08 
Paid up Capital (%) 8·74 100()6 14·24 16'34 22·23 
Capital employed 7-68 7 -07 9·20 8-40 9·70 
Net worth per equity 78'95 211 ·84 460 0()9 

The above record speaks for itself regarding the improvement in per-
formance over the years in terms of production, sales, profitability and 
capacity utilisation. 

As far as self-sufficiency in photographic products is concerned, the 
~ompany has by its integrated production, largely displaced imports of the 
following materials:-

-Cine film positive Black and White 
-Cine film sound 
-Photo paper 
-Medical X-ray films 

By the programme of Jumbo conversion, the company has reduced the 
imports of finished material in respect of the following products, since these 
materials are imported in semi-finished form for being finished at the Com-
pany's plants, which results in a saving of 20·25 per cent in terms of foreign 
exchange as the packing and finishing costs are incurred in rupees. 

-Cine film positive colour; 
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·-Amateur roll film black and white; 
-Industrial X-ray film; and 
-Graphic Arts film. 

The company's profitability has also to be viewed in the context of its 
fulfilling the social obligations as a public sector company as follows:-

(i) providing subsidisei Ina.ing a:td trc1llSp:>;t to tbe employees 
and maintenance of a large township of 500 houses; 

(ii) P .. o~jsio;} ofsu·) .. ~a'ltial em.lloyee b!n~lits in tho: form of providing 
education for the dependants by running schools; 

(iii) Provision of medical facilities for the employees and their depen-
dants; 

(iv) Employm:nt of physically handicapped persons; 
(v) P .. eferenoe in employm:nt for econom:cally weaker sections of 

society. 
As regards ca.pacity utilisation, the integrated production of the plant 

since 1976·77 has been near full capacity in term'! of the end product. 
As for th~ clp.1city for cO:J.v.:rsion, its utilisation is largelydcpendant on the 
company's competitive position in respect of new products vis-a-vis ;marlcet 
price of imported finished material. For these reasons, the company has 
not been able to acquire the anticipated market share in respect of these 
products, nam~ly, cine colour positive, industrial X-ray and Graphic Art. 

As regards wastage levels, a series of steps have been undertaken by 
the company by way of modernisation of the plant and process improve-
ments. As a result of this, the rejection levels have shown steady declining 
trend over the years in respect of the following products:-

-Cine positive Black and White 
-Medical X-ray 
-Cine sound 
-Photo paper 

In the mllter of distribution and sales, the major achievement of the 
(:Ilm:nny hl'> b:!o th~ taking OV':f o[th, direct distribution of the products 
in 1970, d:.s.':iliing w:th th' eulier distributors net-work, pursuant to the 
directiv: of OOPU/G~verQm=J.t. Tnis sch.,m~ of direct distribution has 
b~n succ!ssfully im,lem,nted by opening 12 additional marketing 
outlets throulh out the country with one centre in each State 
and also with supporting technical service group to maintain 
closer liaison with the consumers and to provide service before and after 
sales. 

The larger share of profits from the Jumbo converaioD activity bas 
been the result of a deliberate pricing policy adopted ,by the (:Ompany 
which relied on the principle of 'what the traffic can Itear' and involved an 
element of cross-subsidisatioD between the dift'crent products. 
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While it is conceded that there is room t'orimprovement in r~pect of 
tbe above perfonnance ~rameters, earnest efforts have been and are being 
made by the company towards better results-physical and financial. 

aecomllleaatloD (Senal No.2) (parall'Qb 2) 

2. The Company has at present inte~at~d :vroduc,tio~ ~~bility 
of only cine film :VQ~tive (black and white), cine film sound, medical 
X-ray film and photograpru.c paper. Starting from 1972-73 t~ company' 
has gractuaUytaken up production of medical X-ray, amateur roll, cine 
colour positive, graphic art and industrial X-ray films witb imported 
jumbos anditspr-oductioR iRvolvos veryliule va}ueaddedbytbe Company. 
Out 'ofthe total production of 11 ·08 million s.q. meters of films during 
1980-81 as mucl,ta& 3 -S3 atillion sq. meters. (3.2 per-cent)of films .longed 
to thi,s ~tcgory. F~r'~r, ~~ ~port COJlt.nt of tb.c ra,W materials. stores 
and spares and components consumed was of the order of 6~ ·53 per cent .. 
Cine ncptive film is not manufactured at all in the coup-try. Thus it 
cannot be said that even after two decades of its existence t~ company is, 
anywhere near fulMini the objec~ive of attaining self-sufficiency in ter~ 
of either product coverage or production or indigenisation. It is neces-
sary to take steps to realise the obje~ive early. 

BealY qf tke ~Dr .... t 
The integrated production of HPF comprises of cine positive (black 

and wbit.>. soUR4 nep'ive. X-t:ay-pbotograpb.ic paper aDd olher mi.scella--
neous pro~s wlW;h forfal around 6S % of tu total psadua.ion. The 
indi&4~ou!i cOW!eofi of prQd.w:t~Jl of tb.i.s.. typc(otilor than peper) is of tile 
order of 95 % the im,pQrt Qontc~ bein. 5 % oaly. The base paper (BaryU. 
paper) for biromide paper manufactl,lllC hQ~,vl;r. fi9r~. IJ,bput 26,% of the· 
(lonteot and is wholly imported. 

As regards conversion of jumbo rolls of cine coloilt, lIo11 11m, graphic 
art film, industrial X-ray film. etc., which forms aro\lA4 >5% of'the total 
prodUction, the import content ~s been around 90 % oft~ total value-
of production. -

Apsft fJ;om tM ballO raw s.t~ks HPF has to import aoda cbmlM::als-
for eD).Q1~n fo~u.tion~ f91' which eQuiv.aIeDtS aIle not available 
iQdi.&~sly. 

The integrated production and jU1I\bo conversion have been as follows 
durin~ the past th,ree ye~(s:-

IRle, vated production 
Jumb9 QOPVOIR9R 

1979-80 1980-81 1~ 

.....' • ,-? Ii 

10'150\ Il{):67 U·lSt. 
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J n respect of graphic arts film, cine negative film, colour paper 
and aero film, oRly technological op.!ration documentation was fur-
nished by the collaborator in the 1960s. These are very sophisticated 
and complex products and in the last two decades. the technology has 
chang¢d S') fast th'tt tll-:: docum!ntation furnished by the collaborators 
in the 1960s would no more be of any avil to produoe the products thi,t 
are currently in the market. Necessarily, the company has to enter into 
fresh collaboration to take up the manufacture to reach self-sufficiency in 
respect of those products. However, as a first step to take up the inte-
grated manufacture, the company has set up a conversion plant at Amhat-
tur near Madras for converting Graphic Arts film and Industrial X-ray 
film. 

Further, efforts have already comm~ncOO by the company to locate 
a collaborator to set up full integrated capacity for the manufacture of 
Graphic Arts Film. 

Cine colour Positive Film, though Jnot contemplated under athe 
terms of the earlier collaboration has been taken up for conversion sinoe 
1974-75. Here again, with the objective of establishing integrated facility 
for the total manufacture, a collaborator has since been located and the 
detailed terms are being negotiated. It is likely that technology for the 
manufacture of colour paper could also be obtained from the same company. 

Thus, self-sufficiency through integrated manufacture in respect of these 
items is likely to be achieved in about the next 4 to 5 years. 

[Ministry of Industry (Deptt. of I.D.) O.M. No. ] 5(31)(82-CGF (2) 
. dated 17-11-82] 

RecommeodatioD (Serial No.3) (Paragraph 3) 
3. The collaboration arrangement with Mis Bauchet of France was so 

unsatisfactory that a number of products envisaged could not be taken up 
and fresh collaboration had to be sought for with otbers. A committee 
-constituted on the basis of a recommendation of the Cohunittcc on Public 
Undertakings (1973-74) has brought out a number of lacunae in the colla-
boration arrangement. What causes even greater concern is the fact that 
as dealt with in the succeeding paragraph a lubllCquent colla bora-
. tion arrangement also rew.ls that the mal}8scment has been failing to 
.exercise the requisite care .. Therefore, adequate precaution should be taken 
while entering into such arrangements in future. 

Reply of tile Go •• __ 

The Committee's observation that adequate precaution should be 
taken while entering into collaboration agreements in future has been 
noted by the Government for compliance. 

[Ministry of Industry (Deptt. of Industrial Development) O.M. No. 
1S(31)/82-COF (3) Dated 17-11-1982). . 
2-mLSS/82 
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ReeommelMlatioD (Serial Nit. 5) (Par .... aph 5) 

5. The black and white cine film in on the way out, and it is already 
late to start on the production of cine colour films. The Company is 
stated to have come up with a project costing Rs. 100 croreo; for establi&hing 
manufacture of cine colour positive. There is also a proposal for establish-
ing manufacture of industrial X-ray films at a cost of Rs. 50 crores. The 
proposal for estabJishtng manufacture of graphic art films is yet to evolve. 
As lead time for implementation of the various projects is stau:d . 
to be around 5 to 6 years after finalisation of all arrangements, the 
Committee urge that Projects should be formulated without delay and early 
decisions taken on the project proposals. In any case it should not take 
more than 6 months to clear a project even allowing .for tim.! for scrutiny 
by various agencies of Government. 

Reply of the Go..ernmeat 

The Committee has urged that projects should be formulated without 
delay and early decisions should be taken on the project proposals. At 
present there are two projects of H.P.F. under formulation-(i) setting 
up of a plant for the manufacture of cine colour positive films aod (ii) 
project for the manufacture of graphic arts and industrial X-ray films. 
The first project is likely to be formulated by the end of this year and the 
second by the end of June, 1983. Government will take early decision 
on the proposals. While taking such decisions, the Committee's obser-
vations will be borne in mind. TowaTds this end, Government has already 
conveyed approval to HPF's R&D Project and the company bas also 
prepared an implementation schedule.} 

The Government has also noted for complian~ the Conunittee's 
observation, viz.,)he projects should be cleared in a period of six motllh&,· 
which will include time for scrutiny by various agencies of Government. 
This observation of the Committee has also been communicated to the Plan 
Finance Division of the Ministry of Pirianoe (Department of Expenditure) 
for colftltliance by the variollS agencies of Oo\lernmo1l.t woo scrutinise the 
project proposals (Annexure I). 

E~Ili$trY, or In~r~ (qclM\Il~nt of ~~dustria~ Oev~loi!~U~) O.M. 
No. 1S(31)/82-CGF(S) dated 17-11-~ 
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Almexure-I 

(relating to recommendation No.5.) 

Ministry of Industry 
Deptt. oflndustrial Development 

CGF Section. 
Udyog Bhavan, 
New Delhi, the 24th July, 1982 

OFFICE MEMORANDUM 

Subject :-Action taken by Government on the recommendations contained 
in the Forty-First Report of the Committee on Public 

Undertakings (1981-82) on Hindustan Photo Films Mfg. Co. 
Ltd. 

The undersigned is directed to forward herewith an extract from the 
41st Report of the Committee on Public Undertakings (1981-82) on 
Hindustan Photo Films Manufacturing Co. Ltd., wich was presented to 
Loft Sabba on the 26th April, 1982 and to re'lJlest that the observations of 
the Committee that it shoukl. not take more than six months to clear a 
project may please be noted for compliance. It is also requested that 
suitable instructions may be issaed to all the scrutinising asencies of 
Government, underintimatioa to this Ministry. 

Min. of Fiunce, 
Deptt. of Expenditure, 
Plan Finance Divn.ll 

Sd/-
(S. Gane.pan,d.rn) 

Deputy Secretary to the Govt. of India 

Reoo ...... ~oe· SI.l\Ito.6(P .. 6) 

Incidentally, the committee aote ta,.t· Gowmmeg,t'i reawruoa 10 
the Corporate Plan of.t~ CQmpallY a.ulmUttcd in Sept~mbcr 1980 was not 
communicated to them thou811 according to the Secretary, Depatment of 
Industrial Development; tbeGovernment toought that the company could 
go ahead with the i .. plcma~tiOil of $~i~c ~cJteI!XS covered in the Cor-
porate );Ilan. The Co~ittee desire that in future Government should 
leave tbe company in no doubt as' ,to the difoeef.fOft ltwtit ·ahottfd take in 
regard to its corporate plans. 
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Reply of the Govemment 

The Committee has noted that Government's reaction to the Corporate 
Plan of the company submitted in September 1980 was not communicat-
ed to them. As submitted to the Committee in the course of hearings, 
the Government was under the impression, after frequent dialogues with 
the company that it could go ahead with the implementation of specific 
schemes covered in the Corporate Plan. which the company did. As the 
Committee is aware, the company had already progressed informulating 
its proposals like : setting up of R&D Centre, a Plant for manufacture 
of cine colour positive films and the project for manufacture of graphic 
arts and industrial X-ray films, without waiting for the Government's 
formal approval. However, Government has formally conveyed to the 
company its approval of the Corporate Plan on 7-6-1982. 

The Committee's observation that in future government should 
leave the company in no doubt as to the direction that it should take in 
regard to its Corporate Plan has been noted for compliance. 

[Ministry of Industry (Dep:lftm-:nt of Industrial Development), 
O.M. No. 15(31)/82-CGF (6) Dated 17-11-82] 

Recommendatloo SI. No.7 (Para 7) 

According to a former chairman it was a mistake to have taken up 
import of jumbo rolls and "scuttled the efforts at Developing technology". 
It is surprising to the Committee that only recently (October 1981) the com-
pany had proposed setting up a full-ftedged R&D Centre. The Committee 
desire that the R&D Centre should be established without loss of time in 
order that the company may be in a position to absorb and adapt the im-
ported technology in various fields and the kind of difficulties .that arose 
out of the initial c~lIaboration arrangement with Mis. Bauchet of France 
may not occur in future. 

Reply of tile Govenuaeot 
The Committee's observation tbat the R&D Centre shOUld be esta-

blished without loss of time has been noted both by the Go~rnment and 
the company for compliance. The Government's approval for setting up 
the R&D Centre by Hindustan Photo Films Ltd., at Ooty, was conveyed 
to the company on 31-5-1982. The ~ny has worked out a project 
implementation schedule, according to· which the R&D complex is ex-
pected to be completed by March 1984. 

[Ministry of Industry (Department of Industrial Development), 
O.M. No. lS(31)/82~F (7) [Dated 17-11-82] 

Rt'CODl8II ••• tIoa SI. No. • (pua 8) 
The Company's claid that the iostaUed Qlpacity has been uti-

1isec1moretban lOOper(lCntfell through on doser scrutiny. The production 
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atthe Ooty plant ranged from 7 ·017 million sq. metres in 1975-76 to ll'OO6 
million sq. metres in 1980-81. This included conversion of importedjumbo 
films. The integrated production of films alone ranged from 6'299 million 
sq. metres to 7 ·55 million sq. metres. The installed capacity for the inte-
grated production as fixed on 1966 was 6 ·15 million ~q. metres. A task 
force reviewed the installed capacity and came to the conclusion that it 
should be refixed as 7'673 million sq. metres. Thus production all these 
years has been less than the installed capacity as realistically assessed. 
FUrther, ifeach stage of manufacture, i.e. film base, emulsion, coating and 
conversion is taken into account separately there is considerable under-
utilisation of capacity of all but the coating capacity. This is because 
while the capacity of the plant and equipment was provided for the 
entire range of products originally contemplated, the company did not 
take up all the items resulting in excess capacity. In spite of taking up con-
version of imported jumbos, the conversion capacity is underutilised to 

. the extent or 20-25 per cent at the Ooty Plant. The conversion capa-
city at the Ambattur Plant (3 million sq. metres) remain almost wholly un-
utilised. Efforts should be made to achieve optimum utilisation of capacity 
in all stages as early as possible. The Committee furtber desire that in 
order that Parliament and the public may get the correct picture, the depart-
ment-wise utilisation of capacity should be brought out in the Annual 
Reports of the company and the BPE's surveys. 

Reply of tile Go,erDDlent 

Theintegrated manufacture of photo sensitive products basically has 
four stages of production, the Cellulose Triacetate base casting, emulsion 
preparation. icoating and conversion. 

At the time of performance tests the collaborators had certain operat-
ing speeds for the equipment in different departments based on which the 
capazity for the individual departments was auived at to yield an ultimate 
production of 6 ·15 million sq. metres at the last stage i.e. the conversion 
stage. This capacity of 6 '15 million sq. metres has been the reference 
point for determining capacity utilisation levels since the company went 
into production in 1967. 

Since 1972-73, the Company initiated schemes of modernising the 
existing plant ;lIter alia to provide improvements and balancing facilities. 

Throu,h the above schemes, the Company has been steadily up-
grading the equipment and technology from its own expericn<:e and com-
peten<:e as a continuous effort. Over the years, certain modifications and 
improvements carried out in this direction at a cost of about Rs. 1 '5 crores 
have resulted in increasing the capacity to 7'7 million sq. metreaas assessed 
by a Task For<:e tlet up by the Company. The increased capacity, there-
fore, is Dot a reassessment of capacity installed Db ""/tlo, but as a result of 
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conti nuous improvements carried out in the plant over several years. Since 
1981, this capacity of 7·7 million sq. metres has become the reference point 
for capacity utilisation level. 

As regrads the suggestion of the Committee that the department-wise 
utilisation of capacity should be brought out in the Annual Report of the 
Company, it is submitted that the details to be publis~d in this report have 
to be in accordana: with the provisions of the Companies Act according 
to which the actual production in respect of finished products 
meant for sale shall be mentioned. However, the Company will be directed 
to include departmental/stage-wise utilisation of capacity in its annual per-
formance report submitted to Government. 

(Ministry of Industry, (Department of IndU!ltrial Development), 
O.M. No. IS(31)/82-CGF (8) Dated 18-12-82.] 

CODlJlleats of the Committee 

Please see Para 6 of Chapter I of the Report. 

JttlCOmmenclatiou 81. 'No. , (para') 

Additional finish;ng capacity of 3 million sq. m~tres for con-
version of X-ray and~raphic art films was created at Ambatt\lr, Madras in 
1979. This entailed an outlay of Rs. 210 lakhS. The 4emalld 
anticipation having not materialised. the plant is grossly underutilised. The 
utilisation was only to the extent of.o '1~3 and 0 O()61 million sq. metre5 
duri~ 1919-80 and 1980-81 as against the capacity of 3 million sq. metres. 
As against anticipated profits of Rs. 135 lakhs the annual loss was Rs. 40 
lakhs. Thus this is a patent case of bad planning. The Committee would 
like to know whether there was any reliable market survey before embark-
ing on this project and if not, who was responllible for the omission. 

The Company had uadcrtaken an independent market survey through 
1eacliDl market &lIrvey consultants both for medical X-ray and graphic 
arts films. In respect of medical X-ray the demand by 1980. as assessed 
by the consultant, was 5 million sq. metres. This projection of demand 
was also confirmed by rhe Drup Controller, Ministry of Bealta. 

In respect of the Graphic Arts film. the consultant had projected a 
demand of arond 1 minioasq. met.-by 1980. Besides. the COmpany 
had also coHeeted informatioll on the imports of Grapiaic Arts Film duriag 
the past. 

AU these estimates of 4emand were taken into consideration before 
formulating the scheme for IICtting up a conversion plant at Ambattur, 
Madras. 
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The conversion capacity createdin the new plant is 2 million sq. metr~ 
of medical X-ray film, 0 ·25 million iq. metres of industrial X-ray and 0 ·75 
mHlion sq. metres of gr~p}ric arts film. These capacities are within the 
projected demand as worked out by the Consultants. 

The dem.a.nd for medical X-ray film which was expected to go to a 
level of5 million sq. metres, however, did not reach that Jevel,as anticipaled. 
Simultaneously. the conversion capacity for X-ray film at the Ooty Plant 
was also augmented by Certain marginal improvements carried out in 
the meantime and. therefore, it was possible to meet the entire demand for 
this product from the Ooty Plant itself. That being so, the additional capa-
city created in respect of medical X-ray film at the Ambattur Plant WLlS not 
put to use appreciably for this purpose. 

When the conversion capacity for grBJ'hic arts and industrial X-ray 
was planned at Ambattur in 197ti, it was anticipated that a major share of 
the market in respect of these products W<n11d be taken OYer by HPF in a 
phased manner. 

However, under the import 1M;~Qsini polley for 1978-79, ~ndll5trial X-
r~y and graphic arts film were bro",bt llnder t. OOL list thas enablilll 
importers to import tIlese matedals freely. ThisPQlicy was contiD,u.ed 
duriq tlae next two years and on the Company's ~kiD8 up the matter witla 
the 6owrlllllent,pointing out t_t SItCh an import policy had jeopardi!iCd 
the utili_ion of the con_sian oapacity at AmbaUur. :thcse "ems have 
DrN been brO\lPt under restrictod tist during the current year (1982-83). 
Thus, by the timethe Ambattur Plallt weat into prodlWtion in 11979, a 
Jar. quantity fIf finished materials was imported directly into the 
country particalady from'cMaper Japanese souroes, taking advantqe 
of the OGL proYisiOM. Thill has acted.u a ~or oonstrmat in the utilisation 
of tbD conversion capacity at ~ur Plaat especially ill view of the fact 
that all these prociucts have a spedficd sbclf-&ife. 

[Ministry of laduatry (Dcptt. of lnduatrial Development) 
O.M. No. IS(31)/82-COF (9), dated 18-12-82.] 

Coauneata of the CoauaIttee 

Please see Para 9 of Chapter I of the Report. 

R~"'tICID (Serial Net. to-Plan 10)' 

Accordin, to the Managameot there are 4,mapd COll8t.raints in 
respeotJof cine oolour:ilm positive,~ndustr~ray.fiIm:and.lraphic:art':Dlm.. 
Tbit, acoordiq to the management, is partly dill to imports allowed under 
OOL or OR ~sbment }i(#JtCeI and p&I1l~ d~ to a4verse daty atructure 
on,imports. T.Co~Uee bave beca illfonoed that balc4.;o(the-.coompa.,ys 
rClpCClll1~ti.oa the Milliatry ~ FilWLD4lC bad incccued the import dauyVor 
direetly imported fiai.sbcdlollato someexteat.ut even with this ino.-cue the 
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dutyj,on:the jumbo~rolls iihigher. The~Company's suggestion to shift the' in-
dustrial X-ray film and graphic arts film from OGL to~restricted/banned list 
is stated to be stilI reoeiving the:attcntion of the CCI&E.,However, the import 
replenishment entitlement on export of feature films has been reduced pro-
gressively from 50 to 20 per cent in 198 I -82. The Committee desire that the 
fiscal and economic policies of Government may be reviewed and sucn. further 
adjustments as may be necessary in the duty structure, import policy and 
export incentive made in order to sustain the indigenous industry better. 

Reply of the Government 

The observations of the Committee that "the fiscal and economic poli-
cies of Government may be reviewed and such further adjustments as may 
be necessary in the duty structure, import policy and export incentive made in 
order to sustain tbe indigenous industry better" has been noted and taken 
up with the Ministry of Commerce and the Ministry of Finance for compli-
ance. 

The kind attention of the Committee is drawn to the latest Import 
and Export Policy for 1982-83 wherein Graphic Art Films and .Industrial 
X-ray films have been included in Appendix V which relates to the list of 
automatic permissible items i.e. the equivalent of the restricted list of the 
previous year. As regards the REP entitlement for import :of cinemato-
graph films, not exposed, colour (all types) against export .of cirrematograph 
films exposed (feature films) the entitlement has been brought down from 20 % 
of the export value of feature films in the import policy for 1981-82 to 17i % 
in the policy for 1982-83, after representations were made by Hindustan 
Photo Films from time to time and recorrunendations"were made by Govern-
ment at various levels. The Committee has mad" a marginalnote of the 
fact that the import of graphic arts films and industrial X-ray films has been 
restrictc:d in the current licensing policy (page 18 of the report). 

[Ministry of Industry (Deptt. of Industrial Development) 
O.M. No. 15 (31)/82-CGF (10), dated 17-11-821 

RecollUlleadation (Serial No. lI-Para 11) 

The Committee had drawn attention to the huse loss of silver 
(Rs. 1 crore) in their 55th Report (1973-74) adling for investigation. A 
High Powered Committee appointed for this purpose submitted its report 
in 1976. It is regrctable that responsibility was.Dot fixed for this 10$s, the 
senior officers ooncerned with decision making] durjng~ the cultural period 
having left the service of the company. That such a loss did not come to the 
notice of either the Board of the company or the administrative department 
of Government typifies the way -they were functioning at that time. By tbe 
time it came to be noticed by the Committee and the inveltigation was made 
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it became too late to fix responsibility. The Committee, however, note that 
the loss of silver has now come down to 8 per cent from the level of 34·9 per 
cent in 1972-73. The Committee recommend that there should be effective 
monitoring at least in future, and the management information system 
should be streamlined. 

Reply of the Government 

Following the recommendations of the Committee on Public Under-
takings in their 55th Report (1973-74) emphasising the need for proper 
management control to ensure minimum wastage of silver, silver nitrate, 
etc., a number of steps have been taken in controlling silver losses and bring-
ing about improvements as a result of which, the silver losses as a percentage 
of gross input has steadily decreased over the years as shown in the following 
table :-

Year 

1972-73 
1973-74 

.1974-75 
1975-76 
1976-77 
]977-78 
1978-79 
1979-80 
1980-81 
1981-82 

Total loss as % on 
gross input 

34 ·19 
25 ·99 
18 ·14 
13·80 
10·32 
1 1·00 
7·26 
8·75 
8·36 
8'60 

Attempts are being made to bring the loss further down. The recom-
mendation of the Committee that there should be effective monitoring in 
future aDd the quantum of silver losses should be part of the management 
information system is accepted. 

[Ministry ofIndsustry (Deptt. of Industrial Development) 
O.M. No. 15 (3J)/S2-CGF(1 J), dated IS-12-82.} 

RecommeDdatlon (Serla. No. ll-Para 12) 

During the last three years the aggregate percentqe of rejections ill 
all stages of manufactute of films and paper ranged from 29.9 per cent to 
37 ·85 per cent in the case of cine positive, 40 ·21 per cent to 42·S per cent 
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in the case of medical X-ray, 37 ·25 per cent to 43 ·48 per cent in the case of 
dne sound and 10 ·85 per cent to J.3 ·04 per cent in the case of bromide paper 
as against DPR norms of ) I ·3 per cent, 27 ·01 per cent and 9 ·18 per cent 
in the case of cine positive, medical X-ray and bromide paper respectively. 
According to the management, the rejection norms indicated in the detailed 
project report pertained only to manufacturing rejections and did not in-
clude unavoidable edge wastages and timings. However, it was seen that 
the rejections were also much in ex.cess of the overall norms recommended by 
the Bureau of Industrial Costs and Prices in 1974 in the case of cine positive 
conversion (15 ·47 to 23 ·12 per cent as against the norm of)O per cent), 
medical X-ray coating (14 ·73 per cent to 16 ·61 per cent as against norm of 
9 per cent), cine sound coating(5 ·1 per ceDtto 5 ·47 per cent as against norm 
of 4·4 per cent), bromide paper coating (4 ·68 per cent to 6 ·82 per cent as 
against norm of 2·3 per cent) and bromide pap;:r c()nversion (6 ·6 per cent 
to 7 ·52 per cent as against norm of 5 ·35 per cent). In this connection the 
Committee learnt that one of the directors of the Board of the company 
had written to the then Minister of State for Industry on 
18th July, 1980 and again on 22nd Augu')t, 1980 drawing 
his attention to the high rate of rejections in the Company. 
Comparing the rejections with those of an international company he 
had pointed out that one of the major factors affecting the company's per-
formance was the high rate of rejections accepted as normal and surprising~ 
ly used also as the basis for working out the price formula in BICP report. 
However, regrettably no action seems to have been taken on this by the 
Ministry, nor has the Ministry reviewed the level of rejections at .any of it s 
periodieal performance appraisal meetings. The Committee feel strongly 
that the BICP ought to have made interllational comparisons before suggest-
ing the Dorms for rejections. In any case the whole question should be gone 
into afresh by the BICP with a view to laying down realistic· norms not to 
regularise the existina position but to bring about effective management 
control. 

RePly of the GovenubeBt 
The recommendation of the Committee that tae whole question ikouJd 

be gone into afresh by BICP has been accepted and the BICP has been 
requested accordinaIy to undertake a fresh comprehensive study of the 
various operations orHinciustan Photo FilQls Manutacturing Company 
Limited for laying down realistic norms of rejection. 

As regards periodical review of rejection levels, a monthly progress 
report put up by the Company to the Board include a report on rejection 
levels and thCM are reviewed by the Board from time to time. A continuous 
attOlllfl it MiDa .... h)l tlle COlllPM~ to establish ·C&GfIO aDd effect 
rola&iamWp ,for the ,_tioM aM_iOlt hu been tHeft flOJII time to tilb 
to oreete faoUities fer KinaFnlGoW8 rejcotiotM at variolll atapa. 
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I ncidentally, it may be pointed out that the quality of the products and 
the levels of re~Ctiona.re to be vj~wed in relation to the technology and equip. 
ment available with the Company. Most of the plant and the technology 
was supplied in the 60's and the performance chhe plant with respect to 
quality/rejections will not stand comparison with the latest plants abroad. 
Thore are only a few production units of photographic materials in the world 
and these companies are not communicative with regard to such dotails. 

Some time back when the company was struggling hard 10 reduCe 
the flejc;,rion lovels in the varioul sootions of their plant, they asked for 
as;istance from Kodak who are one the rep:Jted international manufactures. 
Kodak had agreed to bring down the rejection levels .. (The rejection levels 
and the output offered to get achieved by Kodak involved, among others, 
a technical fee of Rs. 450 lakh besid~s an additional investment of Rs. 322 
lakha to Rs.488Iakha in different ueaS ohile plant). A comparision bet-
ween the rejection levels prOpolied by Kodak and those curcently attained by 
the Company shows that at present in a few sections, the current rejection 
levels are even better than those proposed by Kodak. The present position 
with respect to rejections in the case of these products is given below:-
_~~ __ .. ____ , _~ __ .__ 1 

Item 

Cine Pos .. 
Cine Sound 
,X-ray 

Baec Subbing Coating Conversion 
r->---Ao~ ~---""" r-~ ~~ 

Kodak HPF Kodak HPF Kodak HPF Kodak HPF 
(80-81) 

20 8·7~ HI 4--4' 
20 9 ·37 10 4·SI 
20 8·74 10 5 ·3~ 

2 ·5 
2 ·s 

100() 

4<40 
5·47 

16·61 

15 15·98 
15 21 ·47 
15 17 ·07 

It may at~ be metltionedhere that about SO % of tile rcjedec1 material 
it reo,ded ad the net losl on account of rejections would be only 20 % of 
the material ~. 

[Ministry of Induatry (Deptt. ofItiduttorial DoYelopment) 
O.M. No. 15(31)/82-CGF(12) Dated 18-12-82] 

R ......... tIea st. No. U (tWa II) 

The quality of tbe prodGCts of the Company in &eneral does not 
~r to M1IIC MetlqldtesatilfiK:tory tOQ)osumerl. 11lere have been a lot 
of complaints:. The Committee desire that the quality control Itt up in the 
company should be strengthened and complaints should be attended to with 
promotitude for making improvements .. 

Rep), of the Go\'~ 
TbcCoarpuay baa been atrivinsto build an ... ured qaality at a.H 

'ta8U otpoo4actiolltSartiDl &0111 supplicsofvaclors tbrouaJa muwfacturc 
.&Del JCrviae of tM pro4uct wJUJe in lISC by tbe Clllitomer. 
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As regards the finished products of HPF, these are tested according to 
the standards of American National Standards Institute (adopted initially in 
1964 andmodified from time to time upto 1981), which are followed ,by all 
photographic film manufacturers. 

The various steps taken by the Company to ensure quality include---
J. A systematically planned quality sampling/inspection procedure 

with the guidance of the Indian Statistical Institute; 
2. Upgradation of machine and improvement in process capability; 
3. Development of quality conciousness . among thl! operators through 

a planned training programme; 
4. Dissemination of quality information among' employees. 
As a result of the above steps, the complaint levels from the market on 

company's products have considerably come down. 

As part of company's policy for '..ffective after sale: service. a Technical 
Service Centre at an investment of Rs. 25 lakhs has been set up in June 1982. 
This centre is expected to play a vital role in test-marketing and evaluating 
new products and systems, developed by the R&D Centre of the Company 
besides handling product complaints and providing timely feedback to the 
manufacturing operations. To begin with, the Technical Service is expected 
to cover graphic arts film, medical and industrial X-ray film and in due course 
such facilities would be extended to the other product groups ali well. 

With a view to further improving the process of manufacture and the 
quality of end products, Government have recently sanctioned the setting 
up of a full-fledged R&D Centre entailing an investment oiRs. 197 lakhs. 
This centre apart from taking up the development of new products and im-
provement of existing products, will also take up basic research in the photo-
graphic science. This centre is expected to be ready by middle of 1984. 

It must, however, be admitted that quality improvement is a continuous 
process and the Company will continuously strengthen . its.R & D and 
quality control efforts. 

[Ministry of Industry (DepU. of Industrial Development) 
O.M. No. IS (3l)/82-CGF (13) Dated 18-12-82} 

RecommeadatlQll SI. No. 18 (Para 18) 

The cost of production has registered 50 per cent increase in the 
case of cine positive film and 40 per cent in the case of cine sound film during 
the period 1978-81. Further. the cost of production ofcine positive fibn was 
oonsistently . more than the budgeted cost in al1 these years. The cine sound 
film was sold below cost in all the three years and Xwray film as well as cine 
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positive black & white film were sold below cost in two years. There were 
substantial price increases during these years. An analysis of the profits 
on the company's own products during the year 1980-81 has revealed that 
heavy losses were incurred on cine film positive and cine film sound but sub-
stantiul profits were made on m(dical X-ray film (Rs. 81 '65 lakhs) and 
bromide paper (Rs. 94 ·89 lakhs). The ~Committee have been informed 

that as a matter of deliberate policy there was cross subsidisation in that the 
black & white films were sold below cost and the loss was covered by 'pro-
fits on cine colour films and other converted products. However, the Com-
mittee do not approve of the pricing of medical X-rays with u high margin of 
profit. Having regard to the social implications .. the medical X-ray films 
should be sold, as far as possible, on cost basis as suggested by the BICP. 

~Further, the Committee desire that taking note of the ,lacunae, effective 
. cost control system should be introduced in the company. They would part i-
:cularlycommend the idea of integrated financial and cost accounting system. 

Reply of tbe Government 

The company had to resort to price increase on account of the cost of 
inputs going up and/or due to the impact of various s.tatutory levies on the 
raw material inputs. On account of the increa~ of;prices of various raw 

: materials, mainly silver, the selling prices of the \products of company's in-
~tegrated manufacture had to be revised upwards in December, 1979 which 
included medical X-Ray film. Since the price increase was effected only 
in December, ]979 the benefit accrued only for a part of;the year and the 

~ overall selling price did not fully cover the co,t of production ,during that 
. year (1979-80). Subsequently, due to reduction in silver coating weight from 
17 gms. to 15 gms. in the case of X-ray film which was not contemplated in 
the budget, it re!'ulted in economy and the cost of .)production dropped by 
itself though the selling price remained the same during] 980-81. The margin 
of profit achieved in the case of X-ray }ilm was not, therefore, due to 
indiscriminate increase in prices but by effecting economies in the cost of 
production and t.echnoiogical improvements. In any case, the proposed 
comprehellSive review of the: Pricing System of the Company by the BICP 
will no doubt make suitable recommendations in this regard. 

While considering the propose for increasing the [price of the company's 
products in February 1980, to cover the entire cost of production, the Board 
decided that the company's pricing policy for cine products should be on 
the basis of .tbe prin;:iple of "what the traffic can bear". The Board felt 
.that as tbe black & white sector may not be able to 'bear a further hike in 
price, the more afUuent colour sector perhaps could take this burden and 
therefor.=, deliberately ~ided to load the impaotot]egitimate increase due 
on tbe black & white films on the cine colour positive film. Therefore. 
the "apparent"losaon account of cine positive (blKk " white) being soJd 
below the coat as in February J 980 has been adequately compensated 
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by way of increase in tho:: selling prices of the cin.! colour positive film. In 
other words, the cross-sub.idization was between the black & white and 
Colour film. 

With a view to improvi ngand streamlining the existing system of financial 
account iDa and cost accounting in HPF, the task of preparation of Accounts 
Manual, Cost Accounts Manual and Budget Manual was entrusted in 
1971 to a consultant. In the preparation oftbtse Manuals, the Manage-
ment Consultant had devised a scheme of integrated- Financial and Cost 
Accounting System in the Company. This integrated financial and cost 
accounting system is in vogue in the Company s'ince 1971. 

However, as cecommended by the Committee, all efforts will be made to 
make the system more effective. 

[Ministry of Industry (Deptt. of Industrial Development) 
O.M. No. 15 (31)/82-CGF (18) Dated 18-12-82.] 

Recommeltllatfen Sf. Ne •• 9 (para 19) 

A co:ltroversy surrounding the price increase given effect to in 
December 1979 came to the notice of the Committee. Though the price re-
vision was decided upon by a Committee of Directors consisting of Sh .N. 
Rajan, Sh. Manish Behl (Government Directors) and the Managing Director 
our portedly on the basis of a decision taken in the Board meeting held on 
23 November 1979, this wa~ disputed at the Board's meeting held on 15 
December, 1979. In this connection the Committee wish to draw attention 
to the fact that aa:ording to the former Chairman of the company, misleading 
information was given in reprd to tlte prites aIt80ugh these were consider-
ably hisher tluln tbollC recommended in the BICP-report's fair price formula. 
The COTJl1llittee focI that the cost structure of tbe COlllploDY and the pricing 
policy require a review. The ComJDittee have already indicated that tbe norm 
for rejection should be refi"J.ed realistically. 

Reply of tbe Government 

From the perusal of the records of the c.ompany, it appears that the 
Sub Committee was duly authorised by the Board to con9ider pl!ice revision 
and to give effect to it. This is substantiated by the fact that the action of 
the Managing Director for implementing the price increase effective from 
10 December 1979 was confirmed by the Board at its 12lst meeting ~Id on 
15 December 1979 by a 6 : 1 majority. Further, while the initial report of 
BtCP had indicated that the prevailing price of HPF in case of certain pro-
ducts were higher than their selling price, the Company had pointed out 
certain factors which the B1CP had not taken into cortsideration, such as 
waae increases stlbsequerttly eWeeted, etc. in arriVing at the fair price formula. 
On the basis of the clarifiCations fumish.e"d by HPF, tire BICP had sub!ie-
quentlyconftrnted that 1he prices of HPF were on1yaboutQ .~ % more than 
the fair PriCe formula. 
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However, in ac<:ordan~ with the recommendations of the Committee-
under Para 12, at the request of Government, BICP arc conducting a fresh 
study into the pricing policy of the Company. 

[Ministry of Industry (Deptt. of Industrial Development) 
O.M. No. 15 (31) /82-CGF(19) Dated 18-12-1982.1 

Recommendation SI. No, 21 (Para 21) 

The sales of the company consistently lagged behind the production 
in all the years 1977 to 1981, with the result that there was a heavy build 
up of the inventory of finished goods. The level of finished goods inventory 
holding was of the order of Rs. 18·32 crores on 31 st March, 1981. The out-
standing dues to the company were of the order of Rs. 13 ·88 ~crores. The 
heavy inventories and faulty credit policy have combined to push up the 
working capital needs of the company. The working capital as 011 31st Marcil. 
1981 wa~ Rs. 30,69 crores and this represented about six months' va)~ of 
production at cost. The company has been facing cash low problems. Its 
borrowings from banks have gone liP to Rs. 18 ·114 crores in 1980-81. The 
company has not been able to repay the loans •• d advaMCS ,raRted by 
government and these overdue instalments together with tile intel'Cst wore 
of the order of Rs. 14 ·47 crores as on 31 March, 1981. The default in re-
payment has occurred since July, 1975. The CoDlJ'Oittee have no doubt that 
the.'Production and sales JDan&#J]tent as well as the cash management in the 
company are unsatisfactory. They hope that steps would be taken to put the 
company on a sound financial footing. 

Reply of the GoYerameat 

Hindustan Photo Fi1m~ Manufacturing Company Limited, being the 
only unit engaged in the manufacture of various types of photo sensitized 
films and also keeping in view the very special nature of the products and the 
process time, it is desirable that the company should maintain a reasonable 
level of buffer stock of finished goods. An inventory level of finished goods 
equivalent to two months' sale of the company was suggested by the RBI 
in February, 1978 when the company had authorised distributors for the 
sale of its various products. The authorised distributors were also maintain-
ing in addition a stock of finished goods equivalent to about one month's 
sale. But with effect from July, 1978 the company dispensed with the system 
of sale of its products through authorised distri butors and adopted the direct 
distribution system. In doing so, it bCcame necessary for the company to 
hold an additional inventory of finished ,oods that was previously held by 
the authorised dealers. Thus, the inventory level of finished products that 



may have to be carried by the company revolves around three months' average 
sale of the company. 

The finished product inventory holding of the company during the last 
four years was as under .-

Year ending March 31 Value of 
inventorY 

of finished 
goods 

No. of 
months 
sales 

........ ,..--~ .... ----.- .. -.... .------'-"'---~----'-----~---~~~ -- ... ~--

1979 
1980 
1981 
1982 

(Rs. \akhs) 
722'89 

1064'33 
1832'98 
2394'05 

2'2 
2'8 
3 ·7 
4·4 ...... --------.-~-.... ---~---.-~-. ....--.,~-~~~-.----

From the above details, a rising trend can be observed in the closing stocks, 
over and above the limits considered reasonable. 

The heavy inventories do have their resultant effect on the cash flow 
position. The company had to adopt a flexible approach in regard to the 
credit policy to keep the inventory holdings as low as possible. The short-
term borrowings by the company from the commercial banks are as per the 
cash credit limits sanctioned by the RBI within the Credit Authorisation 
Scheme. However, as advised by the Committee efforts will be made by the 
company to improve sales and cash management and to bring down the 
inventory to satisfactory levels. 

[Ministry of Industry (Deptt. of Industrial Development) 
O.M. No. 15(31)/82-COF(21) Dated 25-1-1983] 



CHAPTERW 
RECOMMENDATIONS WHICH THE COMMI1TEE DO 
NOT DESIRE TO PURSUE IN VIEW OF GOVERNMENT 

REPLIES 
JleeommeDdatlOD (SerIal No.4-Para 4) 

Au agreement was entered into in 1977 with Mis. VES Film Fabric, 
Wolfen, aDR for the manufacture of amateur roll film in all its stages. 
Although the entire amount of Rs. 57 lakhs due under the agreement was 
paid to the collaborator the HPF has not been able to take up commercial 
production as yet for want of coating capacity. A scheme for establishing 
coating capacity costing Rs. 2 crores is stated to have been cleared by Govern-
ment only recently. It would take another 2 years to establish production of 
amateur roll film. In this connection the Committee have been informed by 
a former Chairman of the company that the speed of the coater proposed to 
be acquired is only20 metres per minute as against the speed of 150 metre~ 
per minute of a coater in any modern plant. Thus. not only has there been 
delay in establishing the production facility but the scheme itself appears 
to be unsound. This requires critical examination and appropriate action 
by Government. 

Reply of tile Goveremeat 
Initially when the proposal for integrated production of roll films was 

mooted. it was anticipated that only technology was to be imported and that 
the manufacture of amateur roll film (black. and white) would be taken up 
with the existing hardware in the factory and any additional facility required 
would be only marginal. Accordingly. approvad of Government was sought 
for entering into a collaboration agreement involving a payment of Rs. 57 
lakhs. In accordance with the terms of payment. the lumpsum was to be paid 
in four instalments: (I) first instalment being due after the documentation, 
(2) the !JCCOnd instalment after trial production and the third and fourth 
instalments one and two years respectively after the second instalment. The 

. second instalment was paid by middle of 1979 after commencement of pro-
duction and the third and fourth instalments were paid one and two years 
thereafter. The Company, thus, absorbed the technology by mid 1979 but 
reJUlar production of roll film could not be established because of the diver-
sion of available coating' capatity to the more urgent requirement of X-ray 
films. 

In the meanwhile. in May 1978 itself. a proposal for an additioll&l 
outlay for increasing the production and ex.pansion of the plant including 
the creation of additional coating capacity was put up for consideration 
of the Board. In August J979. a fresh proposal entailing an investment of 

3-99lLSS/82 2S 
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about Rs. 2 crores was put up by the Company to the Board to go in for a 
short-term expansion project for increasing the coating capacity required to 
meet the growing demand for X-ray films as well as to take up the integrated 
production :of roll film. The proposal enviMged the fabrication of the coating 
machiDO"indiaan_yand this was SIlge6tedmDCI: the installation of a 
modern ~terwith 8 ,higber.peed wQuI4take a lead~time Qf 4 to 5 years 
apart from a bea vy investment Qftb.e ~rdcr of Rs. SO to 60 crores. After the 
Board approved ,t~ PfOPpsal in A"l8ul!t ·1979,th.e f~sibility report was 
prepared in NovCPlber 1979 and submitted to Governmentin March 1980. 
Government f>l!nction fpr the additional cQatiQg mt1cl\iae cost41J:lU. 2jifpfes 
was given in July 1981. The additional coating capacity is nowe~~ to be 
completed by July 1983. t\seapacity for all other "tagcs of roll film pro4uction 
is available, with the implementation of this scheme, it is expected that r~8\llar 
manufacture of rol1 film would commence by July 1983. Meanwqi.1e 
small batches of roll film are being produced from time to time to enable the 
TeChnicians to keep in touch with the technology and thl!ce bas been (10 

production problems. 

On a closer examination orthe scheme for setting up additional cQatin$ 
facility costing Rs. 2 crores. it was found that the Company's Board bad 
taken into consideration the merits/demerits of the two alternatives open 

'to it at that time, viz. (i) the setting up of additional coating facitity in4i-
genously at an estimated cost of Rs. 2 crores with a coating speed of approxi-
mately 20 metres per m1Io\Qte &.J.lQ (ii) SCA"mtign of a modern sophisticated 
coater with a speed of 60 to 10 metres/minute, with an estim~ted investment 
of abOut Rs. 60 crores. The following ~re the compilrative higWiahts:-

~----~--~---- ~ 

"InVestment was ofthc order 00\5. 2 crOrc5. 

Lead time-~ months 

At tbe ~atG qC ,cowlh 'of "e~n.d •• tll~ ~s~ 
coatina capacity would caler to the total 
liem.nd oftbe'countryln tho interim periOd 
of 24 11lQIll~, b)l which ti1,Dc this facility 
l:Ould be' hrOuaht into operation. 

HIP Speed PtSodenI eo.tw 

Invcstment-about Rs. SO to 60 
c:rores. 
Lead time-48 to (i()·months 

AI thoGe~d fot ,Me4iCaJ . X..say 
film was Jl'owillJ at II rut .ratc, 
befbre this plant ,is in.talled, 'the 
deman\lwoultl r., ...... dIc.Ul)ply. 
neceuiJatina the c~y to ,0 
in for_1Jo ccmvenlon-a iltuatfon 
nol in fill, ~ t)o~1a'PQticy 
of progressive In(ijJellit,tion. 

Sntitely _....,d and, "'ricawd wlthill Tile techDoioar .and. oquIptncmt ~ 
India invol'4i. ... no foreian collaboration. of the latest design. forelltl c~1fbo­

ration was inevitable. 

T\lis schemJ has the merit of IPlal involve-
m mt of the cl:>~any'~ ":'l'9onnel-3 testing 
pulld to proVe IUCh . ClIUlsbility for future 
cltpansion proarammes. 

Wholly deeigned and Cabl:iI:atcq ,",1-
~Idf' lnd!" mor~ or less on a turnkey 
basis. ' 
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Conisdering the above factors and seeing the merits in tbe first alter-
native. viz. the setting up of the additional coating facility at a cost of Rs. 2 
crores indigenously, the Company's Board took a conscious and unanimous 
decision to opt for alternative (i) bepiag .. open the option to 10 in for the 
modern coater at tbe appropriate staat. 

[Ministry of Industry (Deptt; of Industrial. Developnent) 
O.M. No. 1S(31)/82-CGF(4). dated 18-12-82J 

Recommendation (Serial No. 16--Para 16) 

It is surprisiq that the reasonableness of the price paid for the 
import of jumbo rolls and the pri<:e obtained for the export of silver nitrate 
ha, not been ascertained by the manaJCmcnt. Annual impertof jumllo rolli 
ranginsfrom Rs. 12·44 crores to RI. 22 ·54 croreli have been made during 
t_Iast 3 years. These imparts have been made from two sources. AecordiDI 
to a former chairman of the company the price paid to them was much in 
excess of the price of the competitors. Even though the competitors may be 
unwilling to supply the jumbo roUs tbe least that is expected of the mana.-
ment is that they should have attempted to settle the price in tune witb the 
inteCcnatiooal market. This should be ensured at least in future. The Com-
mittee have reasons to believe that crOTeS of rupees could have been saved 
if the management was vigilant. 

Reply of tile Government 
Before entering into annual contnlcts for supply of jumbo rou' for 

conversion. offers for supply of jumbo rells are invited by HPF from all.* 
leadina manufacturers in the world. Differ~nt brand .. have different levels of 
technology built into them and each one of them commands Ia eAch.li. 
price of its own in the international market. Therefere. the oKers are Dot 
readily comparable on the basis oftbe quoted price alone. la fact. coosidera· 
tiou like cooaumerpreference. colour:rendition:colour"baIancc. tJac procell-
ing facilitioiin the)arious laboratories and the demaQd for dift'orent "udt, 
etc. govern the ultimate choice of the source of supply besides the ea)!latity 
of the . suPf'lior. 

Further, oxperieooe of the CompallY in tK last ftw year. hal been 
that they have been left with offers for colour jumbos from only two 8tJpplier.. 
So, within"the constraints oflimited sources of supply, the company has been 
negotiating the purchase J'riee fbf' jumbo ton. in such a way that the ultimate 
converted roll does not cost the consumer more than the directly imported 
ftidshed roll and that the company does not lose in the barga,in but earns 
a ~asonabfe profit. . 

[Ministry of Industry (Deptt. of Industrial Devolopmoat) 
O.M. No. 1S(3T)/82-COf'(f6), dated IS-Ii-sal 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES 
OF GOVERNMENT HAVE NOT BEEN ACCEPTED 

BY THE COMMITTEE 

Recommendation (Serial No. 14-Pan 14) 

The Committee on Public Undertakings (I 973-74) had recommend-
ed taking· over of direct distribution so as to eliminate intermediaries, and 
government had accepted the recommendation as early as February, 1975. 
Further. a decision taken by government in a meeting of Chief Executives 
of public sector undertakings in July 1975 that with a view to ensuring· that 
customers got the right quality of goods the company should try t(l) deal 
directly with the photographers/other consumers instead of through dealers, 
was communicated to the company in September 1975. However. the com-
pany continued the arrangement with private distributors till about the middle 
of 1978. The explanation given to the Committee for this long delay in im-
plementing their recommendations is not convincing. Clearly the Manage-
ment has been blowing hot and cold and dragging its feet for long. Though 
government had intimated to the Committee that the Marketing Division of 
the Company had been fully reorganised and strengthened the management 
had pleaded subsequently that the strength of the Marketing Division was 
inadequate for direct distribution. Earlier the management was of the view 
that direct distribution would result in .\oss but after nearly 2 years changed 
its views. There was needless delay in considering the report of the manage-
ment consultant who was appointed to advise on distribution arrangements. 
Finally. it was stated to be at the instance of the government that direct 
distribution was taken over by the company. According to a former chairman 
of the company delay in take over of direct distribution was an act of sabotage 
of policy directions. He informed the Committee that the 11 private distri-
butor concerns engaged by the company were actually held by 5 families. 
In view of his allegation and in view of the charges of favouritism shown 
to some distributors, the Committee suggest tbat the delay should be investi-
gated and responsibility rUled. 

Reply or tlte Go, ....... 

While it is accepted that the implementation of the decision to take 
OV.H dir¢ct di~tribution of the products of the Company could have been 
expedited. it is felt that there was no deliberate efforts ~n the part of the 
Company to resist the implementation of the decision. The Company bad 
to place before its own management the points of strcnJlh and woaknoHes 
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in im'plemelltingthe'decisioll and its own appreciation as to'bow the problems 
have to be faced. The then Chairman of the Company felt that the stage bad 
not been reached in terms of preparation and image of the brand name 
'INDU' and hence the distribution should be further phased. 

It may be further added that the then Chairman ~Shri M.K. RBJu 
(holding office from 20-7-72 to 9-9-77), Shri K.K. Abraham, the then Manag-
ing Director (from 31-8-74 to 11-5-76), Shri S. Nagarajan. then Financial 
Controller (from 11-5-76 to 28-5-81), Shri R.N. Viswanathan (Chief 
Marketing Manager from 2-4-73 to 18-9-75) and Shri N. Meena-
kshisundaram (Chief Marketing Manager from 1-2-1976 to 12-12-78) arc no 
more in the services of the Company. As such, it is felt that no purpose will 
be served by a further investigation to fix responsibility which will not lead 
to any result since ultimately the Company have taken over the distribution 
of all its products by July 1978. 

[Ministry of Industry (Deptt. of Industrial Development) 
O.M. No. 15(31)/82-CGF(14). dated 18-12-82] 

Comments of the Committee 

Please see para 15 of Chapter I of the Report. 

Recommendation (Serial No. lS-Par. 15) 

The company has been showing undue accommodation to its erstwhile 
distributors. The credit limit anowed to them was much in excess of the 
bank guarantee obtained from them: In a number of cases it exceeded to 20 
times the guarantee. Despite the Board's decision in 1974 that the bank 
guarantee should be adjusted to the volume of business from time to time. 
virtually no action was taken until the company took over the distribution 
in 1977-78. Further in a number of cases the distributors had failed to ho-
nour their hundies on the due dates. The value of such dishonoured hundies 
during the period 1975-79 in respect of 5 distributors was of the order of Rs. 
3 ·75 crores. In the case of one distributor (Gopal Films) the number of 
hundies dishonoured were as high as 121 in one year (1976-77). Though 
there were heavy outstanding dues and their bundies were dishonoured, sur-
prisingly further supplies were made to them. In spite of the fact that in one 
case (Gopal Films) the then Chairman directed that stock remaining unsold 
on the date of take-over of distribution by the company should not be resumed 
by tbe company and there was divergence of opinion regarding the quality 
of the unsold stock. the stock was finally taken over. Not all ofit bas been 
sold yet. The company also hired an accommodation in Banplorein 1978 
for setting up a sa10s depot from the mother of a partner of Gopal Films. 
She was only a subtenant of a contractor, who had taken the building on lease. 
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According to the Mana!lng Director, he was entirely gui""d by the resional 
Matuiier. Incidentally. the Committee note tbat allegations of act of favo-
uritism towards Gopat Films Were made. All these show that at least 
some of the distributors Were being favoured by the ma~ without 
safCjuarding the interests of the company. Therefore. the Committee would 
suggest an independent enquiry as mentioned in the foregoing "paragraph. 

Reply of the GOvel'llDleat 
The company has pointed out that bank guarantee was in lieu ora caution 

deposit' and was never intended to cover the entire outstandings against a 
distributor at a given time. The bank guarantee limit was fixed between 
Re. I and Rs. 10 lakhs for the various distributors several ytars ago. The 
credit extended. in some cases and at times, varied between five to twenty 
times of the guarantee and the Board was concerned with the matter. It 
directed the company to work out the guaranteel required from the distri-
butors on a rational basis. Accordingly. in May. 1976 the company decided 
upon the following formula linking guarantee to the credit extended ;-

Bank guarantee=Sales x credit period X 20 % amount (If the product 
sale x credit period exceeds Rs. 100 lakhs the bank guarantee will be 10%) 

The Company informed all the distributors of this requirement and they 
had also agreed in principle to furnish bank guarantees accordingly. Mean-
while. the company decided to take over distribution directly and with the 
tenure of operation of the distributors being very limited, it was difficult 
to persuade all of them to furnish bank guarantees as per the revised formula. 

In regard to the dishonouring of hundies. the company has reported 
that dUring the years 1976 to 1978. the distributors dealing in still materials 
(ioll film and photographic paper), were holding heavy stocks with them 
and were also finding it difficult to coUect their dues from the customers in 
time. As a result. many of these distributors had failed to honour their 
hundies oli their due dates but were settling them subsequently-eitber against 
a apooi.fic invoices or by ad-hoc lumpsum amounts. However. interest at 
the tate of 18 % was charged from the distributors for tho defaulted period. 
Dela~ payments against hundies, therefore. were not an unusual feature 
.n the transactions at ,that time and the case of Messrs. Gopal Films was one 
among them. Stocks continued to he supplied not only to Gopal Films but 
\0 all distribuors right up to the end of June, 1978 so that a sudden shortage 
in the market did not develop on account of the Board's decision to take 
over distribution direct. 

As per the agreement with the distributors. the company resef'V\9d the rigbt 
to resume the stock on termination of the aSredmertt. The- stoeb stlpplied 
to tJie distribotors durini the currency of the a,reetnetrt ~ supposed to 
be sola by thetn even after the expiry of the agreement. Some Gf t.1le distri-
butors inotuding MIs. Oopal Films had represented to tbe Company to take 
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over the remaining stocks. While the stocks wore taken over in the respect of 
.'1st all the ~gi~utors, they could not be taken over frolll. Mis. Qopal 
~. SQ~s~cpcks of MIs. Gopal Films were old and the matter w~ cUi-
QU~ by the ~d on three occasions and ultimately,t he,st~ks were bKen 
over in December, I 979/January, 1980. ' 

As regards allegations relating to favours shown to distributors, these 
were gone into ih detail by a Committee consisting of Shri N. Rajaa, AS/FA 
Shri Manish Behl. Joint Secetary and Shri C. Mallikarjunan, Chief Vigilance, 
Officer, in the Deptt. of Industrial Development. The Committee found that 
no special favours were shown to any of the distributors. The findings of 
this Committee were also referred to the Central Vigilance Commission. The 
Commission observed that the prevailing system was far from satisfactory 
and advised the Department of Industrial Development to review the prevail-
ing distribution policy with a view to ensuring that the company did not incur 
bad debts. As, however, the company had made its own distribution arrange-
ments for its products since July 1978, the question of review of the arrange-
ments prevalent prior to July was of no practical significance. 

As rcgarPi hiring of accommodation at Bangl&iore, this has been ,one i~o 
in detail by the eaquiries conducted by the Director General, Ind\4.tr~1 Con~­
genpy and SJ,l'*Qucntly by the Rl\ian CommiUeementioned above. BQth 
~se,~nq\4ir~es have cQncluded that due procedures had been, foUowod ~ 
no special favours had been shown to any party and that the rent ~Q""-s 
found reasonable. This had also been referred to the evc which did not 
advise pursuing tbe matter further. 

In the cUcl.\lIlstances. this Department feels tbat a further formal CDquily 
into these matters may not be necessary. 

[Ministry of Industry (Deptt. of Industrial Qevel'?Pntent) 
O.M. No. 15(31)/82-CGF(lS), dated 25-1-83) 

CoauaeIIts ef the ComIIlittee 

Please see para 15 ofObaptor I of tbe Report. 

ReeollUllelldatioo (Serial No. 17-Para 17) 

Prior to 1979-80 the company had exported silver nitrate to Hunpry and 
;OOR. The export toGDR was through an aacnt. No.effo.rt au made 
to find out wlaetber the priocwas best price availab&e aod wbether oibor NY-
ers would oft'or beUer price. No tender was called for. Nor w:as any .OftQrt 
made to noaodatebencticial price witll the help of the aUlhw,itiCi IfOal:OfACd. 
The cirwlDltances undor which the exports were made withoul ~Rna~ 
reaso~ls of price calk for an investiaation. 
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Reply of the GoverDIIleat 
Silver nitrate is one of the products for which Hindustan Photo Films 

Manufacturing Company Ltd. has been granted an industriallincence. Against 
a liceDSed capacity of 90 tonnes, the production of silver nitrate during 
the years 1976-79 was as follows :-

1976-77 
1977-78 
1978-79 

86 • 30 tonnes 
73 . 70 tonnes 
73 . 00 tonnes 

As the company had some surplus production capacity, it exported a 
small portion of the production during the years 1976-79 as indicated below: 

1976-77 
1977-78 
1978-79 

6·50 tonnes 
5· 00 .. 
2'30 .. , 

Approximately two-thirds of silver nitrate is accounted for by pure silver 
and. therefore. the price is related to the ruling price of silver in the Bullion 
market. The company negotiated price adopting the following formula, 
viz. O· 63S of London Bullion Market silver price per Kg plus conversion 
charges including a small margin for the company. In these transactions. 
the company has realised a net profit of over Rs. 4 lakhs which was largely 
due to the silver price differential in the Indian and the London Bullion 
Markets. 

The company had contacted parties in USA, GDR. Hungary and West 
Germany/Hong Kong to obtain favourable prices. On the basis of the quo-
tations from these parties, the conversion charges obtained by the company 
may be considered reasonable. With the imposition of a ban on the export 
of silver compounds/silver chemicals/silver salts with more than 50 % silver 
content. in March, 1979, HPF has ceased to export this item thereafter. 

[Ministry of Industry (Deptt. of Industrial Development) 
O.M. No. 15(31)/82-COF(17), dated 25-1-83] 

COIIUIleIIts of the Comadttee 

Please see para 18 of Chapter I of the Report. 

Recommeodation (Serial No •. ll-Para 21) 

The committee's examination of the HPF for the second time left them with 
the impression that all is not well with the company yet. The image of the 
company has also suffered on account of a number of allegations made by 
r"aponsiblc men. ThcSt' were enquired into by a team of officers, including 
two government directors of the company. According to the Secretary 
the enquiry was not intended to be an independent full dress enquiry. The 



-Ce»mmittee feel that such an enquiry by officers associated with the Company 
_iag the period is neither adequate nor capable of inspiriag confidooce 
i. aU concerned. It can be argued that such a limited enquiry may not be 
Gttective. The Committee after examining the company have inevitably 
e»aae to the conclusion that there has to be an independent enquiry not oaly 
C4vering the various allegations already made but also the points made by 
tae tormer Chairman, which as indicated in Section lof Part I oftbis Report 
&ad the points raised by the Committee in this part of the Report. There 
skould be a proper vigilance set up in the company. Further, the Committee 
willh to stress that there ought to be a better control by the administrative 
Department and for the purpose at Icast the performance appraisal meetings 
sliould be held rcgularly in future. 

Reply of tile Go.erolDellt 

Tbe specific issues brought out by the Committee including the need for 
independent investigation ia certain cases, have been dealt with in the forc-
ping paragraphs. 

The Government accept the recommendations of the Committee for a 
proper vigilance set up and periodical review of performance. The Company 
ebtained the services of a Deputy Collector from the State Government 
•• deputation who was the Vigilance Officer of the company between 21004-80 
aad 31-8-81. On his reversion to his parent department, the company 
IIu ,inee selected an Officer of the Department of Industrial Development 
and he is expected to join shortly as Vigilance Officer of Hindustan Photo 
Films Mfg. Co. Ltd. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 15(3l)/82-CGF, dated 29-1-83) 

C_elltl or tile Com-'eter 
. Please see para 1 S of Chapter I of the Report. 
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aECoMMENDATIONS IN RESPECT OF WHICH FINAL RBPUES 

OF GOVERNMENT ARE STJLL AWAITED 
'RetoIIlIDeafttioa cs-w Ne. lD--Para 20) 

ODe or the price revisions made recently was given effect to from t 101, 
1~80 and th~s involved a 40 p.er cent increase in th~ case of cine colour films. 
1'hercwas an alleged clandestinl! sale after the price revision but at the 014 
price w.hich entailed a loss of Rs. 4·1 lakhs. Although eDI which enCluired 
into it recommended prosecution against three ofHcials of the company and 
a director of a private firm, the management of the company bad curiously 
come to the conclusion that the CDI had not conclusively estabfishcd case 
for prosecution. The matter was instead referred to tbe eve who dcsi'red 
that the case may be referred through the Department of Industrial De~p­
mat. ODe of the officers who was allegedly iD'901~d in the clandeltiu 
.... was involved in a CDI case for his misCODciuct even before his appoia*-
meat in the company. This offtcer. who was initially taken as a pure __ 
taMlfller, was surprisingiy appointed as Chid'Marbting Manaacr i. tile 
co..,.ny even after the past antecedents came to the notice of the COmpaDJ. 
Tbe Committee are, therefore, constrained to urge that prosecution sbooId 
be launched as suggested by the CDI, if necessary, in consultation with the eve 
and the circumstances under which the Chief Marketing Manaser was appoiat-
cd should be enquired into for appropriate adioo. 

Reply or the Go'fel'lUll. 
The CDI registered and investigated two cases against the present Chief 

Marketing Manager, Hio·dustan Photo Films Mfg. Co. Ltd. One of these 
cases related to some misconduct alleged to have been committed by bim 
while be was the Deputy Materials Manager, Fertiliser Corporation of India. 
The second case related to the part played by bim as Chief Marketing Manap'. 
HPF, along with two other officials, on 30 June 1980 on tbe eve oftbc revillioa 
in price ~f films by the Company. 

2. The advice of the Central Vigilance Commission (CVC) to whoa 
the two cases were referred as per the prescribed procedure in force has siac:e 
been received in June, 1982. In tbe first case, though the Commissioa's 
Inquiry Officer found that the charges against the Chief Marketing Mana .. r 
of HPF were not established, the Commission did not accept his findinp but 
instead advised imposition of a major penalty. 

3. In respect of the other case relating to sale of cine colour positive fUm. 
the evc advised 00 24-6·82 that out of the three persons against whom the 
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~BI had propoaod prosecution the case asainst two of them could be doled 
aDd said thAd" ther..: was justification for prosecuting the Cbief Marketing 
Mauser of H?F. 

4. The Disciplinary Authority after oxamioiq the advice of the eve 
in botla the cases, bas (CQ~ted the Department of Industrial DevolopDle~t 
on 12-1-83 to seek tbe advice of evc &pin in the light of his findinp and 
futQrer submissions mado in this rcprd. The Disciplinary Authority's CsaI to make another referoncc to t~ cve is now hoing proceued ia the 

rtment of Industrial Deyelopmen~·. . 
S. As reprds tbe circumstances in which Shri B. Seetharamaiab was ap-

pointed as Chief Marketing Manaacr while disciplinary proceedinp were 
pendinS against him. the comgany has ~plai.ned that the post of Manager. 
Marketing Division fell vacant in December, 1978 and as it was lying vacant 
for a long time, the Board decided tbat a senior officer in the same pde 
should be laterally transferred and posted as Chief Marketing Manager tem-
porarily, pending appointment of a suitably qualified aod experienced Chief 
Marketing Manager: Till such time a 'permanent incumbent was selected, 
Sbri B. Seethatamalab, 'Who was Manage!', Purchasing Division at Ooty 
in the scale of pay of as. 1800-2250, was transferred and posted as Chief 
Marketing Manager in Madras in October, 1979 in his existing rate and scale 
of pay. After interviewing ex~rnaL and. internal candidates, the Selection 
Committee recommended the appointment of Shri B. Seetharamaiah himself 
to the same post aod this was approved by the Board's Sub-Committee on 
Personnel in May, 1980. The company has also clarified that the appoint-
ment of Shri B. Scctharamaiah as Chief Marketing Manager did not entail 
any promotion to him and he was posted in the same grade which he was 
holding befoe\! functioning as the Chief Marketing Manager. The company 
has been instructed that such appointments of persons against whom there 
are vigilance enquiries should be referred to Go,;ernment. 

NEWDBLIU: 
April <t, 1983 

[Ministry of Industry (Deptt. of Industrial Development) 
O.M. No. IS(3t)/82-CGF(20), dated 29-1-83] 

Chili"" 14. 1~90~':-:;(~Sa-'ka-') 

MADUSUDAN VAIRALE, 
CluJ/mum, 

Committee on Public Unde,takin68 

At the limo orraclU&1 vcri6c:atioD, the Mini.trY intimated the followiDi IIPto-
.da. POIition :-

uTbe DisciPliaary AuthoritY'. ftndinp and further submission. have lince 
been fonrardod to tbe Central Viii lance Commission and (he laC..,', Ina! 
adviCe ia awaited. This Is likely to be received by the end of this montb. 11Ie 
IDaI adviCe ortbc Central Vi,ilallCe Commission shall be acted UPon." 

(Miniatry of Industry - (DcPtL or Industrial Development) 
o M. No. J 5(3 J )/82-CGF, dated 26-3-13) 
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APPENDIX 

(Vldtl para 3 of Introduction) 

Total number of recommendationa 

Recommendations that have been accepted by the Government 
(Vide recommendations at SI. Not. 1,2,3, S, 6, 1, 8,9, 10, 11,12, 
13,18,19 and 21 
Perccnt:1ac to total 

Recommendations which the Committee do not desire to pursue in 
"<iew of Government's reply (Vide Recommendationll at SI. Nos. 
hnd"16) • 

Pe~ntaae.to total 

Rec:ommendations in respect of which replies of Government have 
aot been accepted by the Committee (Vide Recommendation. at 
S1. Nos. 14, IS, 17 and 22) . 

Percentaae to total 

Recommendations in respect of which final replies of Government 
ace still awaited (VI. recommendationa at SI. No. 20) 

PercentaBC to total 

MGIPF-99lLSS/81-1.4-83-111S. 

2 
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