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INTRODUCTION 

I,-the Chairman, Committee on Public Undertakings having beon 
authorised by the Committee to present the Report on their behalf, 
present this' Ninety-sixth Report on Rahabilitation Industries Corpo-
ration Ltd. 

2. The Committee's examination of t~e working of the Company 
was inainly based on. the Report of the Comptroller and Auditor 
GeneralofIndia, 1982, Union Government (Commercial) Part II. 

3. The Committee took evidence of the representatives of Rehabili-
tation Industries Corporation Ltd. on 16 July, i983 and of Ministry of 
Labour and Rehabilitation (Department of Rehabilitation) on 4 October, 
1983. 

4. The Committee considered and adopted the Report at their 
sitting held on 21 April, 1984. 

5. The Committee wish to express their thanks to the Ministry oJ 
Labour and Rehabilitation (Department of R~habilitation) and 
Rahabilitation Industries Corporation Ltd' for placing before them tho 
material and informatien they wanted in connection with examination of 
the Company. They also wish to thank in particular the representatives 
of the Department of Rehabilitation apd the Company who gave 
evidence and placed their considered views before the Committee. 

6. The Committee also place on record their appreciation of the 
assistance rendero j bv the Comptroller and Auditor General of India. 

NEW DELHI ; 
April 27, 1984 
Yaillakha, 7, J906(Saka) 

MADHUSUDAN VAIRALE, 
CluJlrnuln, 

Committee on Public Undertakinlll. 



CHAITERI 

AIMS AND OBJECTIVES 

The Rehabilitation Industries Corporation Ltd. was set up in 1959 
with the prime object of providing employment to tbe displaced ~ersons 
from East Pakistan (now Bangladesh) through industrial development. 
The paid up capital of the Company as on 31.3.1983 was Rs. 4.11 
crores. In ~ddition. the Company had been granted long term loans by 
Government of India. The total amount of loans and interest due 
amo~nted t~ Rs. 28.50 crore. 

The Company had been carrying on three main activi~ies viz. 
industrial financing. indust rial estill\! managoment and Industrial and 
commercial activities. 

1.2 During evidence of the representatives of the Rehabilitation 
Industries Corporation Ltd .• the Committee enquired as to the extent to 
which the primary objective of providing employment had been achieved. 
the Managining Director of the RehabilitatiQIl Induslries Corporation 
inCpqne!1 tbe Committee :-

"The primary objective was to provide employment to the refugees 
who came from East Pakistan at that time and this has been 
achieved in a very limited manner." 

1.3 Subsequently in a note, the Committee were informed that the 
number of refugees who had found direct and indirect employment was 

• 5296. The numbt"r of displaced persons/migrants and local people who 
~ere given employment as on 31.3.1983 by tne COm'pany or threDgh the 
Company's schemes was as follows :-

SI.No. EIIlP!oyer No. of heads as on Total 
31 st Ma~cb, 1 !183 

D.P. Non-D.P. 
I. R.I.C. Ltd. 2609 13(; 2745 
2 Loanee Parties 2!05 2105 
3. Occupants of 

Sheds 582 543 1125 

Total: 5296 619 5975 
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],4 The Government had in November, 1970 accepted the recom-
mendation of the Administrative Reforms Commission that they should. 
in consultation with the public undertakings, make a comprehensive and 
clear statement on the objectives and obligations of public undertakin&s 
laying down the broad principles for determining their precise financial 
and economic obligations in matters such as creation of various reserves, 
the extent to which the enterprises should undertake the responsibilities 
of self· financing, the anticipated returns on the capital employed 
and the basis for working out rational wage atructure and pricing 
policies. In November, 1970 Ministries were asked by the Bureau of 
of Public Enterprises that statements of objectives and obligations for 
the undertakings should be formulated by the individual enterprises with 
the approval of Government and that Ministry of Finance should be 
consulted before finalising the financial aspects of such statements. 

I.S According to Audit the objectives and obligations of the 
Company in terms of the above directions of BPE have not been laid 
down. 

1.6 The Ministry of Intimated Audit in June, 1982 that plan 
of the Company laying down the broad financial and physical targets 
from 1981-82 to 1996-91 had been approved in October, 1981. 
According to audit, however, the approved plan relates to only targets for 
a dec~de and not precisely to the objectives and obligations in terms of 
Bureau of Public Enterprises instructions. In this connection, tbe 
Corporation, in a written note. informed the Committee :-

"Exercise bas ~ready started for laying down the objectives and 
obligations as envisaged by Bureau of Public Enterprises. In 
the past pratically the Company did not work on the commer-
cial !iRCI and instead it acted as a relief organisation following 
the path of dole oriented culture. Since 1981-82 attempts have 
been made to turn the corner from dole-oriented culture to 
commercial oriented one. The company is yet to reach the 
break-even point thouah the organisatiOD has been looking 
forward for the same." 

1. 7 When enquired why tbefinancial and economic objectives of 
the Company were not clearly spelt out as enl'isaged ill the instructions 
issued by BPE in 1970 and bow in the absence of the specific parameters 
tbe performance of the Company was beilll reviewed by the Ministry, 
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the Secretary, Department of Rehabilitation stated:-

"We bad appointed Committees even before 1970 and later on in 
order to find out what should be the financial and economic 
objectives of not only the Corporation but of the various 
units. This exercise was done. Instructions were issu'ed again 

• and again. Ultimately a conclusion has been arrived at that 
it 'is difficult to implement these decisions, If the Committee 
expects the RIC to achieve the two objectives namely, to find 
employment for refugees and at the same time to aim at profit 
also, it would be, if I may say so, vt!ry difficult to achieve." 

1.8 The witness, however, stated that attempts had been and were 
being made to give the units specific objectives and both financial and 
economic targets. The Corporation and the Government found it diffi-
cult to stick to those objectives due to various reasous. 

1.9 When pointed out that even the basic objective of providing 
employment to displaced persons was served only to a limited extent. 
the Secretary stated : 

"rt would have been impossible to start more units to employ more 
people. Moreover this was not the only agency with the 
Government to rehabilitate these people. Their were other 
government schemes also to look after their rehabilitation 
through the Rehabilitation MinistrY." 

1.10. According to the Annual Report of the Corporation for the year 
1982-83, the cumUlative loss of the Company at the end of the year was 
Rs. 2922.72 lakhs which represented 710.78 per cent of the paid up 
capital. The paid up capital of the Corporation at the end of the year 
1982-83 was Rs. 411.20 lakhs. 

1.11 On being enquired whether i~ view of the mounting losses 
year after year, the continuance of the company was justified, the Corpo-
ration informed as under :-

"As the initial objective of the Company was to provide gainful 
employment to the displaced persons, it functioned practically 
as a relief organisation since inception and thercfore, the 
commercial aspect was considered secondary. Now, the em-
phasis is on commercial viability." 
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1.12 In this connection the -Committee drew attention to the 
(OilOW/Dg recommendation of the 19,14 Departmental Committee :-

"While the overriding objective should indeed be rehabilitation of 
'displaced persons, note has also, at the same time, to be taken 
of the methods and costs so that the opportunities for rc;habili· 
tation are sustained over time and as far as possible further 
enlarged. An industrial undertaking that is viable is obviously 
in a better position to provide the kind of meaningful rehabilI-
tation to tbe dispfaced persons that affords him, among other 
things, a chance to merge usefully in the mainstream of the 
company. It is in this context that the question of commercial , 
viability of the various units of the RIC assumes significance." 

1.13 The Committee pointed out that the Corporation having l:een 
incorporated under the Companies Act, was supposed to be run on 
economic basis; tbe Secretary of the Ministry stated that the Corporation 
should not have been registered as a Company. The Committee of 1971 
had clearly said tbat a Company form of organisation was not suitable. 
Asked as to whether a suggestion was made to get the Company 
deregistered, the Secretary of tbe Ministry stltted in evidence: 

''This qtiestion bas been repeatedly under examination. Even now 
we arc thinking how to run it on a commercial basis. We will 
put this matter before the Government whether the Company. 
since it cannot be run on a commercial basis should be wound 
up. GovernlrleJ1t should serionsly think libalil it" 

1.14 'the lttbabiIitaHoD Iildastrles Corporatiot. was set opiD 1;5~ 
with tii~ .11.111 obJeCthe or pro~i4lbg einpl(,ymeDt t6 ftIe cJlq,t.ced persons 
from Eat PakistaD (DOW Bangladesh) tbrongb industrial deY'eiopment. Tbe 
DUmber of displaced persoDS etDployed by the CompaDY was, however, 
oDly2609',Em. taking into consideratioD the indirect employment 
provided to the dlspiaced PersODS by the parties to whom l.oDDS or indlls-
trfal sheds have been given by the Company, the DUmber of persons who 
bad fOlUl4 direct and iadireet employment thro1lgh various activities of 
tilt Compauy was only 5296. CodsideriD: tbe magnitude of the problem, 
the ComplIDY has thus played a "cry Hmlted role .. profidint employment 
to the dlspl8Ctd persons. OD ttie otIIer Ium:d; die ComplP'ly bad in the 
,rocelll iDcarred a colossal 1011!1 _f Rs 2!U3 crores apto the eDd of 
1911-83, as acaiast the paid op capital of Rs. 4.11 crores. 



1.iS The Managing Director, in h;s evidence betore the Com-
mittee admitted that the Company acted until recently as a relief organi-
sa' ion following the path of dole-oriented culture. It was only from 1981-
82 that attempts have been made to turn the COTner and to adopt a 
commercial approach. The Committee are surprised to find that there 
bas been lack of deciseon even in regard to the basic approach of the 
Company in its functioning. it would nllt have been so, Iiad comprehen-
sive aims and adjectives or the Company becn laid don. Although it 
Was in November, 1970 that the BPE llad req!lcsted all Ministries to lay 
don objectives and obliga tions for each public enterprise UDder their 
administrative control, it is only recently that an exercise has been 
started by the Company in this regard. The Committee hope that the 
objectives and obligatlons as envisaged by BPE would now be finalised 
expeditionsly and approval of the Ministry obtained. 

1.16 In regard to objectives of the Company, the Committee are 
Dnable to agree with the view expressed before them that it 'Ita! very 
difficult for the CompaDY to achieve the twin objectives of finding employ-
ment for refugees and at the same time to be an econo.nically Yiable unit. 
It has heen conceded that there were various other schemes tOT looking 
after the rehabilitation of displaced persons If, in spite or tbese s.:hemes, 
the Government decided to set up Rehabilitation Industries Corporation 
as a Company under the' Companies Act, it was S!lpposed to funclion on 
commercial Iioes and should have been mana~ed as an economically viable 
concern. The Committee are of the opinion that wo~king of Ihe Company 
on commercial lines was not incompatible with its objecti,e of providing 
employment to the displaced persons. As pointed out by the Departmental 
Committee .ppointed by the Ministry in 1974, an industrial undertaking 
",hicb is viable Is in a ~tter position to provide the kind of meaninl:ful 
rehabilitation to the displaced persons. Tbe fact that there has been 
linprofement iu the performance of the Compan)' durin~ the last two yea·.s 
sho"s that the Company could be made a viable I;oncern. E,idently, it 
bas not been managed well earlier. 

t.t7. 'the Cbmn'ikfee desire that etrecthe steps should now be 
liteh to eItSbri! tLit the CoitJpany becoines s03n lin eeonomically 'iable 
unit as other"ise it would be difficult to justify its contiliuance as a 
.GoverDJllent Company under the Compaies Act. 



CHAPTER II 

INDUSTRIAL FINANCING 

The Company granted loans to industrialists etc. to help set up new 
industries and to expand existing ones with the object of creating mOre 
employment potenlial for displaced persons. The various criteria consi-
dered while examining the loan ;applications were the security offered, 
employment potential to be created, via!>ility and technical soundness of 
the'schemes, competence and integrity of the loa nee industrialists etc. 
In August, 1969, the Company decided to keep the industrial financing 
activities in abeyance till the financial position improved. Funds provi-
ded upto 1968·69 by the Government of India for re-Iending purposes 
were disbursed upto 1971-72 and from then onwards the activity of the 
Company in this field was confined only to the recovery of instalmellts 
of principal and interest. 

2,2 The Company sanctioned loans to the extent of Rs. 177.54 
lakhs to 43 loanees out of which 39 loanees drew loans to the extent of 
Rs. 119.51 lakhs. Loans amounting to Rs.58.03 lakhs could not be 
disbursed owing to the failure of the loanees to fulfill the conditions of 
the loans and completion of the formalities and. suspension of the loan 
activities by the Company. As against the commitment of giving 
employment to 467~ displaced persons, the loanee industrialist had given 
employment to only 2105 displaced persons. 

2.3 On being enquired what provision were embodied in the agree-
ments with the loonee industrialists to ensure that the employment of 
displaced persons was as per commitments, the Corporation baa stated 
in a written reply that the commitment of displaced persons employment 
was imposed in the agreement as a condition of sanction of loan depend-
ing upon the scheme of individual loanee industrial employment 
potentiality which was taken into consideration •. 

2.4 As regards the action taken against the loanec companies for 
default in giving employment to the requisite number of displaced 
persons. it has been stated : 

"The only safeguard to ensure the employment of agreed D.Pa was 

6 
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to recal1 the entir~ loan aDd non-grant of displaced person 
employment rebate on interest_" 

2.5 As on 30-9-1983 the outstanding loans stood. at Rs. 66.55 
lakhs and interest dlJe there on amounted to Rs. 48.92 lakhs. Out of 
this an amount of Rs. 59.46 lakhs towards principal and Rs. 46.49 lakhs 
towards interest had been provided in the accounts as doubtful of 
recovery. The Committee were informed tbat the outstanding loan was 
recoverable from 25 loanee parties (including 12 Co.operative Societies) 
only out of which tbe management of 3 firms has been taken over by the 
Government of India. The amount involved is Rs. 42.91 lakhs. Tbe 
claims against these firms have already been lodged to the Commissioner 
of payments. Number of persons given employment by tbese loanee 
parties till 31st March, 1983 is 2105. 

2.6 The Committee were further informed that cases are pending 
in the Court of Law against 5 loanee parties, involvement of which 
comes to Rs. 4.77 lakhs. 

2.7 It was also noticed that although an amount of Rs. SO.17 lakhs 
was recovered from the loanees upto 31st March 1981, only a ~um of 
Rs. 28.40 lakbs was repaid to Government, the balance amount of 
Rs. 21.77 lakhs together with the undisbursed loan of Rs. 13.14 lakbs 
was diverted towards working capital requirements of the Company. 

2.8 When enquireil about the measures taken at the time of 
granting 10anJ to ensure their recovery, tbe Corporatioa ·stated tbat 
loans were disbursed to the loanee parties and to different cooperative 
societies by the company against mortgage of assets and personal 
guarantees. 

2.9 As regards the circumstances under which a major portion of 
loans and interest has become doubtful of recovery. it was stated: 

"At the initial stage the loanee parties paid instalment of Principal 
and Interest thereon and subsequently wben they failed to pay 
the principal they paid the interest only. Legal steps were not 
taken then witb the hope tbat the parties would refund the 
principal amount also. But when the financial conditions of 
the loanee parties became worse they failed to pay the interest 
also. RIC then issued legal notices in certain cases and started 
a legal case against Mis. Raymond Paper Mill Ltd., who 
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failed to r<:pay even its 1st instalment. In this connection· it 
may be mentioned that out of the total provision (in the 
account) of Rs. 59.46 lakhs (Principal), Rs. 45.66 lakhs 
relates to Private Parties and I\s. 13.89 lakhs to Co-
operativlls, sponsored by RIC. Action towards realisation of 
outst~nding principal of Rs. 42.911akhs could not betaken by 
RIC due to nationalisation of 3 loanee parties by Government 
01 India. The RIC sponsored Co-operatives w~re not doing well 
since inception and hence realisation became a remote chance. 
Tnerefore. all amount of Rs. 13.80 lakhs was provided iiI the 
Accoun,s. " 

2.10 The 197~ Departmental Committee had made the following 
recommendation as regards recovery of the outstanding loam :-

"The Committee recomm~nd that the entire loaning operation 
having come to a stop, RIC may now pay urgent attention 
towards recovery according to the terms and conditions of the 
loans and wherever defaults have continued the matter be 
plalled before appropriate courts of Il\w so that the Company's 
interests are adequately safeguarded." 

2.11 EAs\::ed about the steps take~ to accelerate the pace of r.ecovery 
of huge outstandings against the loanees, the Committee have been 
informed that Senior Officers of this Corporation are now reviewing tbe 
debt cases from time l(l time and taking effective steps for recove~ing the 
dues as far as possible. As per decision of the BO!lr~ of Directors the 
Company was trying to scttlt: the disput~s with loanee parti.;s outside ~e 
couTt of law. Already the comp~ny had entered into ag~eements WIth 2 
loanee parties and they were paying their: dues in instalments as per 
agreements. An amount of Rs. 2 lakhs has been recovered from 3 
loanee parties during the years 19& 1-82 and 1982-83. 

Some of the cases of loans are reviewed hereunder: 

(i) Nabaru'I Taxi Drivers Coopera/~ve Soclet~ef No.1 (0 VJ~ 

2.12 Th~ Nabarun Taxi Drivers Cooperative Societies No. I to 
VIII. spoDsor~ by the company had started· operation during 1961/64. 
BcsidC8 the invC$tlQent in the share capital to the extent or Rs. 2.80 
lakbs. ~~·CoQ\pan>:p'~id I~ns amounting to Rs. 1l.741akhs during the 
petiod ~P~ 1962-63 to 1964-65 .for purchase of 88 taxis (11 taxis per 
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Society) to these Societies. Besides, some managerial staff, office 
accommodation, garage, repairing facilities and fuel services were also 
provided by the Company, the cost of which (according to the Mana-
gement) was to be borne by the Societies. 

2.13 The secieties defaulted in repayment of pi:incipal as well as 
payment of interest from the beginninJ and on stoppage of operations 

. were put into liquidation by the Registrar of Co-operative Societies in 
June 1975. AD amount of Rs. 3.49 lakhs outstanding on account of 
advances paid towards cost of services rendered by the Company have 
been considered doubtful of recovery in the accounts for the year 
1973-74. In order to liquidate the debts of the Societies, the Official 
Liquidator sought permission of the Comp:lDY (being the principal and 
secured creditor of the societies), (or disposal or 48 taxis cabs, which 
was agreed to by tbe latter in February 1976. Besides investment of 
Rg. 2.80 hkhs in the share capital, the total outstanding dues against 
il1e societies amounted to Rs. 13.08 lakhs (Loan Rs. 7.02 lakhs and 
interest Rs. 6.06 lakhs). These have been shown as doutful of reali~ation 
and provided for in the accounts of the Company. 

2.14 In this connection the following points deserve mention: 

(a) Only 48 taxis, with engines and several parts missing, were 
handed over to the liquidator by the Managers of the 8 
Societies. According to the Ministry <June 1982), 41 bodies of 
the taxis were disposed of fOr Ri. 9331. 

(b) The whereabouts of the remaining 40 -"'taxis were not 
known. 

(1:) Neither any statement of (he accounts of tbe societiei (in liqui-
dation) nor any account has been received from the liquidator 
so far <November 1981). 

(d) No action was taken for default in repayment of ;tincipal and 
payment of interest against the societies tiD they stopped 
operations in June 1975. 

2.15 On being enquired about the latest polition of 40 taxis whOle 
where-abouts were not known, the Committee wore informed : 

"ActuaUy RIC Ltd., dispoa of the 41 taxis ont of the 48 taN 
handed over to the liquidator. The remainill87 taxis were a 



10 

total scrap and could not be sold. Regarding remaining 40 
missing taxis the pt>8ition remains nnchanged. As the officen 
who were looking after the Co-operatives have left the Com· 
pany long before and hence further details are not available 
with this Company." 

2 16 As reprds the reasons for poor performance of those Sof;:ieties 
and the steps taken by the Management to oversee the working of the 
Societies in which the company had considerable invallDcnt, the Cor-
poration bas stated:-

"In the Managing Committee of the society the company deputed 
3 members of its own. Apart from thi» for each society the 
company posted o~er to look after the day to day functioning 
of the Society. Ff"equent break-down and repair of taxis, 
pilferage of petrol and spare parts and running of taxis 
without meters by tbe member drivers arc tbe reasons for poor 
performance of tb. locieties." 

2.17 When asked to explain the inaction on the part or Manage-
ment against defaulting Societies till they stopped operation in June 
1975, the Corporation stated that the defects were discussed time and 
again in the Board of Directors Meeting of the company but nothing 
could be done against the irresponsible member-drivers. 

2.18 In this connection, the Joint Secretary oftbe Ministry infor. 
med: 

..... the hypotheation was .,ery very poor; there was mal-functioning 
and tbe taxis dilappeared. The records of mOlt of the 
cooperatives arc 1l9n"'lIistcnt. Investigations by police arc 
reported to be in progress for year after year." 

2.reJ When ask~ whether the Ministry appointed auy Senior 
Officer or a Committee to leok into the matter, the Secretary replied in 
the negatiye. 

(ii) Power-100m Co-operative Sor:ietiel 

2.20 With a view to reducing rosses of its l1and-1oo111 unitl, tile 
Company decilkd (May 1%6) to organise six power-loom co-operative 
~iot;e. with tile participation' or tbe worken of 'he band-loom unit •• 
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It was also decided to centribute Rs. 25,000 towards share capital and 
to provide loan of Rs. 2.09 lakhs to each of the societies. It was • 
contemplated that the Company would be the sole supplier of the raw 
materials and also the sole selling agent of the finished products tm the 
loan was repaid. ·The Company was also to supervise the activities of 
the ~()Cieties till the repayment of the loan. As against the decision to 
organise sil[ co-operatives, ooly three power-loom co-operative societies-
two at Taherpur and one at Bon-Hooghly were set-up in May and 
December 1966 respectively. Whenever the Company failed to supply 
raw materials to the societies to earn sufficient service charges to pay 
wages of the workers, the Company used to pay advance service charges 
by treating the same as advance to the societios. The performance of 
the societies was not satisfactory as a result of which these were incurring 
heavy losses year after year. Owing to accumulation of powerloom 
products worth Rs. 7.00 lakhs with the Company and difficulty in 
marketing tbe same, the Company in May, 1976 stopped supply of yam 
to the societies. A situation bad tbus arisen wben the societies had no 
money to pay wages to the workers. Accordingly, the Company decided 
(September 1976) to set up a Committee to go into the fonctionin, of 
the powerloom co-operative societies rls-a-,js the Company and make 
recommendations as to how the funds advanced to the co-opcrative 
societies should be treated. The Comminee in its report submitted iu 
October, 1976 observed. inter alil1. as follows ;-

(i) By holding about 90"/0 of the paid up share capital of these 
Societies, Rehabilitation Industries Corporation controls 90"/0 
right of ownership in these Societies and as such virtually owns 
tbese Societies. 

(ii) SillCC Rehabilitatioa Industries Corporation is the sole supplier 
of raw materials, sole sellilll agent of all products and has also 
assumed the responsibility of supervising tho activities of tho 
Societies. no ODe else but R.I.C. could be beld responsible 
for inaacial IOIICS and fiDanciaI mis-manqcmcnt of the 
Societies. 

2.21 In JUDO, 1977 it was decided that with a view to havin, a 
better functional and financial control over the Power-loom Co-operative 
Societies, the Company should tate over their administrative contro). 
Accordingly, the Registrar of Co-operative Socictles was requested 
(August 1977) to intimate the steps to be taken in this reprd. n. 
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Registrar of Co-operative Societies in turn issued notice (November! 
December 1978) to the societies to sbow cause: wby they ,hould not be 
liquidated. . ~pprehending that in the event of abrupt liquidation of 
the Societies, the Company would not only face difficulties in absorbing 
the workers and in realising the dues but aIso will be unable to run the 
looms as tbe licences were registered in the names of the Societies, the 
Company requestod (February 1979) th!l Registrar of Co-operative 
Societies to cancel the notice for liquidation and appoint the Company 
as the sole Adminiitrator till the licences were transferred in its name so 
as to enable it to run the looms. The Registrar of Co-operative Societies 
issued notification in April, 1930 cancelling the notice for liquidation 
and appointed the Company as the sole Administrator. 

2.22 The CompallY had also applied <February 1979) to the 
Director of Handlooms and Textile, Government of West Bengal to 
transfer the licences in the name of the cO'llpany. Tbe licences had not 
been transf~rred in the namc of tbe Company till November 1981. 

2.23 Audit bad pointed out that due to the beavy losses sustained 
by the societies, the Company is likely to los,e the entire outstandin,g 
loans and advance of Rs. 77.82 la1chs inclUding accrued interest of 
Rs. 3.41 lakhs ds ~n 31st March 1981: The CompallY has made a 
provision· for Rs. 7S.l2 ralChs in the accounts against the loans and 
advances (Rs. 77.82 lakhs) and investment in sbare f.':apital (Rs. 0 50 
la1ch), As on 31-3-1983 the advances and loans incillding interest out-
atand'jpl! amountCd R~. 98.0'2.543. 

2 24 . When enquired about the specific reason5 (or the poor 
performance of these Societies resulting in huge losses despite the fact 
tbat tbe Company was the sole. supplier of raw-materials. sole selling 
aient of ~ni~h~d produ<:ts .and had also assomed the responsibility 
of 9upervj~ing the activities of tbe Societies, the Corporation 
a~ated : 

"Due to dearth of fund powerlooms societies could not be fed witb 
requisite raw-materials regularly. This resulted in increasin; 
the losses as idle wases !:lad to be paid. Owin~ tq accumulation 
of powerloom products worth Rs. 7.00 lak~s with the Company 
and ·diflicuTty in mar~etini th~ same due to r~ession the 
company in May. 1976 st9pped supply of yarn to the societies. 
Other factors like load-sheddin, abseDt~eism and uncertaintly , 
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of the tuture of powerlooms also contributed much for the poor 
performance ... 

2.25 In view of the observation made by the departmeu~1 CQm-
mittee in October, 1916 that no one bllt the Company could t>~ reid 
responsible for financial losses and financial mismanagement ·of the 
societies, the Committee enquired whether the. matter has been invespga-
ted. In reply. the Corporation has stated :-

"As the l'owerloom Co-operatives could not run of their own RIC 
had to take the responsibility of supplying raw materials and 
selling finished stoc~s thereof to ke-ep' the co· operatives 
running. But due to dearth of funds RIC could not feed the 
co-operatives regularly and as a result of which performance of 
the co-operatives suffered and did not improve. Later on RIC 
attempted to take over the administrative control of tile co' 
operatives but the matter is still lying with the Directoi' of 
Handloom and Textiles, Govt. of West Bengal in conaection 
with the transfer of licences i. the name of the RIC." 

2.26 As regards the . latest position of transfer of licences in the 
Dame of the Company, the Committee bas been informed: 

"under tile circumstaoces of these Co-operatives (RIC bejng the 
ae'administrator), these have 1,0 be putintQ-vohmtaryJiquida-
tion lirst, 'Liquidator appointed &Dd then licence, uan~fcHed 
in 1he name of RIC: The RegistrAC or.~-Q~r~tivc;s Q~d 
already ·been·apprQaChe4 by· RIC .fot the I09-mc;..i!:lcl!l(iing 
aPl'oiBtm~t of .liqUidator, •. we ai-e:awaiting J~c;t~n . fr,om lh.' 
office of thellesistUl' ofCo-.op.;ratjycs,. W ... t:HengaI''., 

2.27 It bas been stated thai the total tiuDlber of disphiced Pi:fIiOIlS 

employci! in t'lie p60werloom satieties as on 31.3-831.ai 185-. ". , 

(iii) . M, s: S;a qnd Parulis liUluslriu Ltd. 

7.28 The Company 511nctioned two loans of RI. 20 q,O la)<hs ~n~ 
Rs. 9.00 lakhs carrying interest at 6 per cent and 7 per cent per annum, 
in May 1900 and June 1!l62mpcctiVely to- Mis. SeD and Pandit 
IndnstriH Ltd., manufacturen of '~yc«!t a~aiQ$t fint,charge on their 
entire fried bl9Ck assets. The toans 'Nero I'qJl&Yable within 15 years in 
halr-Ylarly instalments commencing from :th, laird year of 1iral¥3l of the 
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loan. The loanee company, however, drew the first loan in full and Rs. 
6.81 lath. against the second loan of Rs. 9.00 lakhs upto October, 1963. 
The first instalment of Rs. 1.52 laths which fell due on I'th November. 
1963, was paid by the loanee in instalments during March 19~ and 
luly 1964 and no payment of instalment was made thereafter. However, 
interest was paid regularly upto March, 1969. Against a legal notice 
illSucd on 24th August 1971 for payment of arrears of instalments of 
principal and interest aggregating Rs. IS.71Iakhs'(principal Rs. 1264 
lalehs and interest Rs. 3.07 laths) upto August 1971, the loanee company 
expressed its inability (August 1971) to pay the amount due to various 
difficulties. Owing to labour troubles and acute shortage of working 
capital the I. anee company closed down its factory at Kalyani with effect 
from 29th March, 1971; the closure continued for one year. 

2.29 Then Cumpany allowed the loanee to create pari pemu charge 
on it. fixed assets. (which were already mortPJed to the Company) once 
in favour of the West B.:ngal Industrial Development Corporation 
agaiDat a loan of Rs 5.00 laths in December 1968 and again in favour 
of the Industrial Reconstructi0'l Corporation of India Ltd. in October, 
1971. As no paym!nt of ou[standinl principal and interest was made 
by the loa nee, the Company aglin illSued a Solicitor'S notice on 1st 
September 1975 demilnding early paym~nt of outstanding dues. In the 
meantime, the Government of India issued a notification dated 8th 
September 19~ 5 authorising the InJuitrlal Reconstruction Corporation 
of India Ltd. to take over the maD1gement of the 108000 company for a 
period of 5 years and declaring that the operation of all its i;Onuacts, 
asroomentl, obligations and liabilities etc., would remain suspended. 
Subsequently, in October, 1980. the loaoee Company was nationalised. 
The claim of the Company submitted to the Commillioaer of Payments 
in August, 1981 bed not been lCttled tiD November, 1981, 

2.30 The dues outstanding against the loanee aggregating to Rs. 
42.73 laths (principal Rs. 25.29 Iakba and interest Rs. 17.44Iakbs) 
upto 3G-9·1983 have been claaified as doubtful of recovery and pro-
vided ror in the accounts. The loanee Company employed 406 dis-
placed persons only apinlt the commitment or giving employment to 
437 penona. 

2.31 On being enquired about the reasons for takin, 7 years in 
illSuing a legal notice (in August, 1971) (or payment of arrears whea the 
loanee had made no repayment of instalments of loan after July, 1964, 
the Corporation has informed :-



IS 

''The !lr:n in question employed 401 displaced persons in their 
work. After paying the first instalment of principal. the firm 
started facing problems such as labour troubles. acute shortage 
of working capital, etc. As a matter of fact, because of th, 
firm's dire need, Pari POS3U Charp has been created then on 
the fixed assets of the firm for further loan (in order to obtain 
funds/working capital) in fayour of West Benpl Industrial 
Development Corporation and I ReI. Incidentally even tben 
ultimately the situation could not be 'laved. 

The firm could not pay more than the interest burden for some 
time more i.e. upto March, 1969. This cannot be denied that 
in addition to persuasiou for repayment of the loan, actions 
like issuing of legal notice vis-a-vis proceeding in the COllrt of 
law against the firm, was not considered proper before 1971, 
probably with the intention, as it appears from the records, to 
give suffiCient chance to the firm to revive so that it could pay 
the principal as well as the interest after its revival. Thi; is 
also because employment of 405 displaced persons along with 
others was dependent on the survival of the firm. 

The firm faced liquidation and ultimately was nationalised by 
the Government of India. On the basis of priority of our 
claim, it appears, there is not much chancc of our recovery of 
the loan. The position probably would have been the same, 
bad this ultimate end (liquidation/nationali8ation) of this firm 
b~n accelerated a few years ago by takini legal and other 
actions contemplated no. or subsequently. 

It appears, even if the legal action against this firm was a little 
belated, the same appeara to be because of the foreioing consi-
derafon only." 

~.32 As regards the amount of claim submitted to the Commissio-
ner of Payments in August, 1981 and the latest position of the settle-
ment, it has been stated tbat a claim amounting to Rs. 42,72,844.36 was 
lIubmitted to the Commissioner of Payments but notbing has so f.ar been 
received. 

1.33 When questionedaboul the attion taken against thil unit for 
not employing the displaced persons to the extent of commitment, tll' 
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Corporation has informed ;-

"Although the quota for this firm was 437, but after some time of 
lunning, the firm applied for reduction of the quota from 437 
to 400. R.IC·s reaction to .this request was not good, but the 
major pr.lblem at that time the firm faced was the question 
of its survival. It was not running well at all, rather faced 
acute problem of fund/working capital. It also faced consider-
able labour problem affectiDI: its production to a consider-
able extent. As a matter. of fact, because of these major 
problems, DOn-fulfilment of quota of employmement did not 
weiah much. However, the difference is only 31 i.e. 
437-406." 

(iv) Mis. KllSUm Engineering Company Limited. 

2.34 The Company sanctioned two loans of RB. 7.7' lakhs and 
RI. 8.30 lakhs on 10th August 1959 and 27th June 1965 respectively to 
Mis. Kusllm Engineering Company Limited for expansion of its factory 
against mortgage of its fixed assets. The first loan was disbursed between 
March 1960 and D?cember 1963 in full. However out of the second 
Joan of Rs. 8.30 lakhs. the loanee drew RI. 5.67lakhs only io two in-
stalments in March 1967 and October 1967. Loans drawn by the 
loanee thus aggrepted to Rs. 13.37 laklls. 

2.35 After paying Rs. 9.46 lakhs towards principal and Rs. 8.15 
lakhs as intereat upto January 1976. the loance Company deCaulted in 
payment oC instalments oC principal as well a~ interelOt Calling: due Crom 
February 1976 onwards. Although a solicitor's notice was served on 
the loanee in October 1977 Cor realisation of outlltanding dues, no legal 
action was instituted apinst the loanee. The loaate paid Rs. 0.71 
lakh in 1980-81 towards interest. Total outstandina dues apinst the 
loance uJlto the end of March 1981 amounted to Rs. 4.841akh (principal 
Rs. 3.91 lakhs and interest Rs. 0.93 lakh) which have beeD considered 
good in the accounts. 

2.36 The loanee employed 246 displaced persona only as against 
the commitment oC giving employment to 571 persons. The management 
stated (November 1981) that for want of adequate working capital and 
labour di.rorbancea there was a shortfall in employmeat of displaced 
penODS by the IOllMc Company. 
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2.37 According to the Ministry of Supply and- Rehabilitation, 
(June 1982) an amicable settlement has been reacbed with the loanee 
Company (in March 1982) according to wbich the recovery of the dues 
would be made in instalments. 

2 38 As regards the latest position of recovery, the Corporation 
has stated that the Company hed received Rs. 1,72,500/- upta March. 
1983 on account of principal and in addition to that arrear and current 
interest has also been received. 

(v) M11. Raymond Paper Mills 

2.39 In Decemb r 1967, the Company sanctioned a loan of 
Rs. 2.50 lakbs to Mis. Raymond Paper Mills against security of 
th'e fb:ed assets of the firm and personal security of the partners 
to enable -the firm to set up a paper-board mill at the Ranaghat 
Industrial Estate with a total employment potential of 80 displaced 
persons, Apart from the said loan, which was disbursed to the firm 
during July to November 1968, the Co:npany leued out to the firm a 
factory shed, specially constructed to its specification at a cost of 
Rs. 1.52 lakhs, and 10 acres of land at tbe estate. Production in tbe 
fir n's factory commenced in March 1969, but owing to paucity of work-
ing capital and other factors, the factory was closed down in August 
1970. The firm failtld to repay the first instalment of the principal 
which had fallen due to July 1970. A second loan of Rs. 5.00 lakhs 
sanctioned in August 1969 was not released. 

2.40 The partnership firm was constituted into a public limited 
company in November 1971 as Nadia Paper Machinery Limited, but 
could not function owing to certain legal complications. Subsequently, 
under a court order in 1973, the new company was declared defunct and 
one of the original partners of the firms was made the sole proprietOl'. 
Tbe production was restarted in October 1976. 

2.41 Out of the total outstanding interest or Rs. 31,862 on loan 
upto March 1970, tbe Company was able to release only Its. 11,890. 
The balance amount of Rs. 9,972 plu8 further irttereat amounting to 
RI. 2.29 lakhs besides the principal loan of Rs. 2.50 Ialths and rent 
amounting to Rs. 2.81 lakh. were outstandina asainat the Arm upto 
Marth 198t. The company iBstituted lepl attion &pinst the firm for 
I'ealisation of the outstanding dues ill December 1918. The principal 



(Rs. 2.50Iakhs) and interest (Rs. 2.29 lakhs) have been considered 
doubtful of recovery and provided for in the accounts. 

2.42 In reply to a question about the reasons (or delay in taking 
legal action for recovery of outstanding instalments of principal and 
interest, the Committee has been inrormed : 

"The Company did not take any legal step against the firm thougb 
the firm Itopped all payment to RIC since April, 1970 as re-
opening of the closed factory wal ellpected by tbis Company. 
Instead of going to the court the represp,ntative of tbe firm W8& 

called for discussion so as to arrive at an amicable settlement. 
who in turn subl11itted a payment programme by ycry easy 
Instalments covering a period of sill months only. lhe propo-
lal was considered very Iympathetically and witbout any alte-
ration. As tbe position did not improve, the company institut-
ed the legal action against the firm fur realisatien of the out-
stal!ding dues in December, 1978." 

2.43 With regard to the latest position 0 ( the suit filed in tbe 
COUrt for realisation of tbe dues of the company in Decem\..er 1976 
against the firm,' it has been etated : 

"The latest position of the suit is that His Lorcbbip has been pleas-
ed to direct the re9pondent to deposit @ Rs. 10,000/- per 
montb to tbe Receiver appointed in this connection. Conse-
quent upon tbis order the Receiver subsequently filed a petition 
beror.e Court conveying inability to continue al Rtceiyer on 
account or personal ground. RIC already issued instruction 
to its Solicitors, M.'s. Dotta & Sen to move for appoj.ntment of 
rresh Receiyer preferably from RIC." 

2.44 The ComPIlllY bad beelf carrying 0If 3 main activities viz, 
"dustrlal financlog. iDdustrial estate maDagemeDt aDd rUDDing of iDdus~ 
tr1al aDd collllUerciai aeth'itles. UDder" the scbeme of fiaaDcioe . tbe-
CompaDY gl1llltelllOllll!l to iadu!ltrial~ etc. to belp set IfP Dew iDduS J 

tries MCI to expaDt! existing ODes witb the object of creating more em-
ploymeat poteatlal·for displace. penoDS. The various criteria to be 
COIISltlered wblle gr .. tiDg loaDs were the ICcurity oIIered. employmeut 
poteDtial to .,.. ereated. viability aod tecllllil:al SOlIadDeSS of the 
.chemes, coDlpetenee aDd integrity of tbe loa.ee iDCIDstrialists, etc. 
1>viDg tIae period 1959·60 to 1971-72 the Compauy disbursed loaDS to 
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43 loanees to the extent of Rs. 119.51 lakbs "lifter wbicb the activity 
. was conline4 to the recovery tbereof. The performance of the Company 
in reganl to this activity has been disappointing. It failed to enforce 
the condition of providing employment to the displaced persons· as 
committed to by the industrialists, the number of displaced persoD~ ac· 
many employed being 210S as against tbe commitment of giving em-
ployment to 4671) persons. Tbe recovery of tbe loans from tbe loanees 
bas also been extremely poor. As against an amount of Rs. 119.51 
lakhs disbursed to various parties an amollnt ofRs. 115.47 lakbs 
(Rs. 66.55 lakhs on ac~ount of principal and Rs. 48.92 lakbs as interest 
accrned thereon) relDained outstanding, oat of wbich an amoant of 
Rs. 105.95 lakhs was considered doubtful debt and .provided for as such 
in tbe accounts. 

2.45 From the facts stated above, tbe Committee cannot help con-
cluding tbat tbere bad been no proper appraisal oi the loan applications 
to ensure credit wortbiness of tbe parties and sonDdaess of projects 
before granting them the loans . 

2.46 Tbere had been inordillate delays in taking adiOO for the 
recovery of the loans. For instance, in the case of 0!le concern from 
wbon an amonnt of Rs. 42.73 lakbs was outstanding and wbich did not 
pay even the first instalment in time it was after 7 years of the default 
in payment that a legal notice was issued. :~ven tbereafter, no prompt 
follow-up action was taken except issuing again a solicitor's notice and 
tbat too 4 years after the earlier notice. The claim of the Company is 
now pending witb the commissioner of payments as the debtor concern 
bas since been nationalised. In another ca~e, legal action for realisa-
tion of outstanding dues against the concern which had failed to pay 
even the first instalment was initiated after 8 years of tbe default. Yet 
in another case~ no action was taken for default in repayment of dues 
amounting to Rs. I3.08lakhs by 8 Cooperative Societies till they stop-
ped operations and went into liquidation The reasons advanced for the 
inordinate delays in realising tbe dues are hardly convinci 19. The Com-
mittee regret to note tbat the macbinery which existed in the Company 
for the recovery of loans was not ellecti,e and there had been lack of 
serions elIm1s to recover tbe loans from tbe defaulting parties. As a. 
result, tbe CompiUly is likely to suller a loss of over Rs 100 lakbs on 
this activity. The fact that the Company failed to rece,er tbe amount 
due nen from the societies in whicb it actively participated in manage-
ment is only indicative of the failures of the officers to safeaard the in-
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fer. of "'e Compaay. The Committee hue lIeea a.arei tbat die 
sealer oIBcet'II of the Company are DO" re1'ici"iol the debt ~.sell from 
time to time a" tllklog e!fedille Iteps for reccrrery of the IlUtstaodillg 
duel. Tbey hope that the m~tter "ould he 1'lloroosly pIIrsoed to e«ed 
reconrie. as faf a. possible. 

2 47 The committee figd that io the case of powerioom cooperatl,e 
societies, despite the fad that the Compaoy was the sole supplier of raw 
materials, 80le selliog ageot of fi mished products and has also assumed 
the respoDlliblllty of supervisiog the activities of the societies, the Com-
paoy was likely to lose the entire amoODt of oufstaodiol loaDs aDd ad-
'aoces or RI. 98.02 l8khs OD acc-auot of poor performaoce of these 
societies The IOcietles are stated to hne suffered losses as due to dearth 
of faDds the (omp.ay eouId Dot feed them witb reqaisite raw materials, 
etc!. resalflD, ill paymeot of idle wages. HavinK decided to set up tkese 
IOCletles aDd haTiDg taka orer tbe I'8Ipj)IIsibility or IIIpp\yiDa raw lIIate-
rials aDd marketlog of products etc., it wase5peeted of tbe Compaay 
to provide oece!JSary loputs. The Committee hope that iD case the 
COIDPIIDY decides to eaerlise the powerlooms agaia after the Iiceoces are 
tr ... ferTed to them, decll,e steps would be takeD to make them 
,iable. 



Cit \.PTER III 

INDUSTRIAL ESTATE MANA.GEMENT 

(.4) Cfeation of Infrastructure 

Wltb a view to providing facilities for setting up of new small-scale 
industrial unit for employment of dispLiced persons. tbe Company· had 
estabilisbed three industrial estates at Bebala. Bon-Hoollbly and Durga-
pur and erected 67, 50 and 11 obeds respectively at three places. In 
addition, a Cast Iron Foundry had been let up at Durgapur in 1964·65. 
Subsequently, the Company construcred a second block at Bon-Hooghly, 
a new small estate at Ranagbat and added some more sheds at the 
existing Bon-Hoogbly (Block I) anei Babala estates :-

3.~ Tile total capacity created at these five Estates and the capital 
putlay iQcurred thereon was as follows :-

.. 
No. of Coverel Area Uncovered Ar~a Capital Outlay 
sbeds (Sq. ft.) (Sq. ft.) incurred 

(Rs. in lakhs) 

191 561925 2223035 102.57 

The above capital outlay represents the cost of sbeds, electrical in-
ata\lations etc. bllt d~ not inclu4e U~e cost of land. A large area of 
tile land IW/Iuired by til, C~paRy tClmaine4 un~tilised aqd was sub~e­
quently surrendered to tbe State GovernmentjDur!llpur Development 
Autbority. 

3,3 In !Jlln-Hooghly tbe company acquired 33.165 acres of land 
QlJt "f wbich 7~.465 acres was utilised. Asked about the latest position 
qf \ltjlisation of 4.70 apres of unutili:ted land and tbe position about 
payment of cost of land at Bop-Hooghly, tbe; Compa'!y inf"rmed the 
Committee that in view of tbe Comp~ny's stringent· financial position, 
the Compaay tried to pt tile laad. from 90vernmcnt pf W"!t Bengal 
free of cest. The OO1lOl'ameat of West peqll~llllree~ to tr~l1~er Illlld 
011 payment ofa token .'~lIa. Nq ~11~1l1J~ Y(lt bt;e" <lcawn ~Q II tiJize 
lit, uDutiliscG laadof Pon- HooghJy. 

21 
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3.4 At Ranaghat the Company took possession of 40 acres of 

land ~rom the Government of West Bengal but only about 10 acres 
were utilised. When enquired about the basis on which the requirement 
of 40 acrea of land at Ranaghat was assessed and the latest position of 
the cost of land, the Corporation informed :-

"It is regretted that records available do not reveal the basis of such 
assessment. However, it is found that setting up of industrial 
Estates and Industrial Units were contemplated in a big way. 
As none of the schemes at Ranaghat was found successful 
construction of further sheds was not considered. The final i-
sat ion of cost of land at Ranaghat will be completed along with 
that for Bon-booghly and Bebala." 

3.5 While possession of 40 acres of land at Ranaghat was taken 
in 1962, the proposal for surrendering surplus 30 acres of laUd was made 
ouly in 1977 (i.e. after 15 years) and was accepted by the State Govern-
ment in July, 1981. On being asked about the delay in initiating actioD 
for surrendering surplus land and the financial implications involved 
on that account, the Corporation r,'gretted delay in surrendering the 
surplus land and also informed that there appeared to be no financial 
involvement. 

3.6 The Company acquired 100 acres of land at Durgapur on 
lease for 60 years from March, 1963. Only '8 acres were utilised 
for construction of 11 factory sheds and cast iron foundry. 

3.7 When enquired about the basis of assessment of the require-
ment of 100 acres of land at DurgapuT, the Corporation informed 
as under:-

"The Company secured 100 acres of land at Durgapur with the 
object of setting up of Industrial Estates and RIC's own indus-
tries there in a big way. which did not materialise. The pro-
curement was also made on an ad-hoc basis. The surplus 
land had already been surrendered". 

3.8 When asked about the amount paid to Durgapur Develop-
ment Authority on account of un utilized land, the Corporation has 
stated that the Company paid approximately R~. 1.01 lakbs to D.D.A. 
as tax/ground rent etc. on account of unutilized land for the 16 years 
of possession of surplus land. 



(B) Recovery or rent &- electricity charges 

3.9 The fonowing table indi':ates the utilisation of sheds as 01\ 
31st March, 1981 :-

Name of Industrial No. of No. of No. of sheds 
Estate sheds sheds used depart-

1. 

l-

3. 

4. 

available let Olit meDtally 

Bon-Hooghly Block-I 51 33 18 
Block· II 49 39· 10 

Behala 7& 10 8 

Durgapur II 8 3 

Ranaghat 2 2 

191 152 39 , 

• This iacludes ODe shed whick had been Iyiftg vacant since july 1977 
and was allotted to the Central Warekousing Cotporation in 
December, 1980. 

3.10 The economic rent fot the industrial estates in Behala and 
Bon-Hooghly was fixed in accordance with the instructions issued by 
the Ministry of Commerce and Induslty in july 196) and for the sheds 
at the Industrial Estate, Durgapur in accordan:;e Wilh the instructions 
issueJ by the Ministr), of Industry and Supply (Department of Industry) 
in Augu~. 1965. "In respect of 'sheds at Ranaahat, however, rent was 
fixed Oft a IlImp sum basis. 

3.1t lu "iew of increase in e:tpeoditlite on "mainten3l1ce, the 
Company revised the rates of rent of the sheds on two occasions in 
December. 1914 and October, 1918 respectively, in accordallce with the 
Government of Itldia orders of 1960 and 1965 mentioned above. 

J.12 As there was no provision in the a~reemenh with the existing 
lessees of Bon-Rooghly. Behala ,nd Durgaplir ludustrial Estates for 
revision of reDtllicence r~es, the Company could not enrorce the en-
liaaced ratCil. As a re.ult, the Co:npany had to (orell.:! revenue: by way 
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of rent amounting to Rs. 29.091akhs up to the end of Mareh 1981 as 
per details below ;-

Name of the Industrial Loss of revenue 
Estate (Rs. in lakhs) 

1. Bon-Hooghly 
Block-I 6.61 
Block-II 7·37 

2. B~hala 11.98 
3. Durgapur 2.13 

,9.09 

3.U A clause for recovery of rent at the rates to be revised in 
future was incorporated in the lease agreements entered into from 
December 1974 onwards Despite this, no recovery of increased rent 
effective from October 1979 could be made from 9 new lessees (one each 
at Block 1 and Block II of Bon-HooghlY Industrial Estate and 7 at 
Dehala Industrial Estate), who took .. occupalionof sheds after 
December 1974. This also resulted in loss of revenue amounting to 
Rs. 0.82 lakh up to the end of March 1981. 

3.14 Asked about the reasons for non-inclusion of a clause for 
revision of rent/licence fee in the original agreement with the existing 
leSlees of Doo-Hooghly. Behala and Durgapur Industrial Estate resulting 
in the los8 of Rs. 29.09 lakhs to the Company. ti.e Corporation has in-
formed that RIC management could not initially foresee the trouble 
that might crop up in enhancing the rates of rent and no clause was 
incorporated in the original agreement. 

3.1 S As regards the steps taken by the management for realisation 
of rent at the enhanced rates, the Corporation has informed that :-

"The Corporation has taken legal uctions apiDst many tenants and 
those are still pending in the COlln of law. Incidentally IOIDC 
of the sheds, RIC managed to get possession after getting those 
vacated by the old lessees, were BOW leased Ollt tv other parties 
at the market rental prevailing at present:' 

3.16 Asked about the constraints in recovering the rent at the 



revised rates from December. 1.974 'from the new lessees despite inclu-
sion of a clause to this effect in the agreement with them. the Corpora-
tion stated:-

"RIC was facing difficulty in recovering the dues from lessees who 
became habitual defaulters in payment of th~ dues. As per 
the Board's decision. RIC was making an all out eitort outside 
court of law to realise tbe said dues amicably. Some adminis-
trat,v'e steps like discontinuaoce of eleclric suppll' etc. were 
lakeu to pressurise tile par~ies for payment. In fact such steps 
were found fruitful in realisation of the dues. Allbough taking 
legal steps were possible for enhancement of rent aod recovery 
thereof. yet consideriog tbe foregoinlI. su"h steps were not taken 
apprehending the total non-payment of rent even at tb,e old rate 
for an indefinite period as court procedures are a long drawn 
affair." 

Ollblanding dutS 

3.17 B,e&ides the lease agree'tnents for recovery . of rent. separ8~e 

agreements for supply of electric energy to the lessees from bulk supply 
of power received by the Company from the Calcutta Electric Supply 
CJrporatioo '(fOr Bon-Hooghly and Bchala IndustrialliRatcs).' West 
Bengal State Ekctricity Board (for Ranaghat Industrial Estate) aad 
Durgapur Project Ltd. (for Durgapur Isdu.trial Estate) were also 
executed. 

3.18 Aa on 3ht March 1981, Rs. 37,37 lakhs. repl!eSeD&ing feI't 
(Rs. 29.3-7 laIlhs-136Iessees) and eklctf'iciiy charges (Rs. 8 oil lakhs.-
137 Icuca) remaiaed outstanding against lessees of 5 IodustriaJ Ellatea, 
out of tbese Rs. 9.38 laths and Rs. 1.25 lakbs respectivdy were consi-
dered doubtful of recovery and provided for in the accounts. 

3.19 In J,wauancc of the recommendation made by tbc.~oard of 
RehabilitAtion in 1968. Governll1CD1 bad iSsned instructions to R.I.C. as 
foilows: 

"The Corporation should devise ways and means of further impro-
ving their working. TIttt Corporation mould also tau imme-
diate steps for recov~rinl the outstanding dues from the defaul-
ters. The Corporation 'should also review the procCldua: for 
employing displaced pe1'SODS in the industrial estates and see 



26 

that commitments made for such employment could be ell'ecti· 
vely enforced." 

3.20 Askedabout the reasons for non-realisation of the outstand· 
ing rent of Rs. 29.37 lakhs and the electricity charges of Rs 8 lakhs, 
most of whic:b were more than 3 years old, the Corporation haa stated: 

··Due to various reasons viz. general industrial unrest, industrial 
business recession, non-acceptance of revised rate of rent and 
electricity, in many cases, on the plea of non-extension of 
facilities like watel supply, repairing of roads and maintenance 
of sheds etc. in some cases for demand for ownership of the 
sheds on hire purchase system. At last Corporation took legal 
actions against many tenants which are still pending in the 
court of law." 

3.21 When enquired how the outstandings to the extent of Rs. 9.38 
lakhs (rent) and Rs. 1.25 lakhs (el~ctricity charges) became doubtful of 
recovery, the Corporation informed the Committee that the said amount 
became doubtful of recovery mainly due to the closure cf the lessee 
companies and provided for in the aecounts with the approval of the 
Board oC Director •. 

3.22 As stated by the Corporation, the outstanding dues on 
acconnt ohent and electricity as on JI~3-1983 .tood at RI. 3.'.lllakhf 
and RI. 7.43 lakhs respectively. 

(D) Employm~nt of displaced personJ 

3.22 Tho table below would indicate tbat the actual number .of dis-
placed persons employed in the Industrial Estates was far below the 
pltenfial employment indicated in the schemes submitted by the occupants 
.fthe sheds, for the six years endin~ 31M March, 16~1 : 

As at Employment of displaced persons 
:nst Marcil (Numbera) 

1'otential Actual 

1976 1597 401 
1917 1615 408 
1978 lS~1 395 
h79 1593 429 
1980- 1~26 436 
.. 981 1626 436 

~ 
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The Management attributed (November 1981) the following reasons _ 
for short-fall in actual employment of displaced persons over the poten-
tial employment: 

"(I) The parties were not encouraged in spite of incentive offered 
• to them in the shape of rebate on rent at 20% for employing 

the required number of displaced persons. 

(2) The parties expressed their inability to employ the required 
number of D.Ps. on the ground of non-availability of sk"led 
workers from amongst D.Ps.'· 

3.23 When enquired about the number of displaced persons emp-
loyed by the occupants of the sheds as on 31-3-1 83, the Corporation 
informed the -Committee thatthe number of displaced persons employed. 
by the occupants of the sheds a8 on 31-3-1983 was 582. 

3.24 In reply to a question whether any provision was made in 
the agreements entered into with the occupants to ensure that the emp-
loyment of displaced persons wq actually made as per the indication 
given in the schemes submitted by them, the Corporation has stated 
that in the agreement there was a clause for giving employment to a 
specific number of displaced persons-

3.25 The Board of Rehabilitation suggested in 1969 that the indus-
trial sheds should be passed on to industrialists on hire-purchase basis 
with stipUlation of displaced persons employment for a period orat least 
five years. This would help the Corporation to recover considerable 
capital for future investment. In connection with this suggestion the 
Ministry have stated that it was felt that for an initial period the sheds 
might be given on rental with the stipulation of employment of displaced 
persons 'which could be c~nverted at a later stage into hirc-purchUe 
system • 

. 3.26 Asked on what considerations the above deciaion was taken 
and why outri~ht sale to the lessees on hire-purchase basis was not 
favoured, the Secretary of the Ministry stated:-

"We .were afraid that once the ownership of the shed was trans-
ferred to them. it would have been difficult to aafeguard the 
interests of the displaced perpons employed by them. This 
view was taken in November, 1969 and remained till February, 



28 

1979. Even in the later stage, the hire purchase system could 
Dot be implemented becanse the land on wbich sheds were 
constructed was yet to be transferred to RIC. We ba-.e been 
advised that legaily and technically the hire purchase schemes 
would not be possible to implement.· The State Government 
also said that unle~s the ownership was tramferred, .it would 
not be possible to introduce the hire purchase s)'Mem. The 
land belongs to the West Bengal Government and they have to 
transfer it to us. We have been asking the land not on the 
commercial price but on a token price. The discussion is soing 
on with the West B~ngal Government. 

3.27 The Committee were subsequently informed in this connec· 
tion as follows :-

"The Government of West Bengal hal agreed In principle to 
Company's proposal for transfer of land at Schala, Bon-
Hcogbty and Ranaghat in tbe name of tbeCompany against a 
token value of Re. II· oniy. The said proposal is underconsi-
deration by the Finance Department, Government of Weltt 
Bengal'" 

3.28 The Company's performance ia the maUer of hulustrial estate 
management bas been dlsbearteniug. Large areas of land (lSI acres) 
were taken onr on an aclhoc bnis without proper ___ of the need. 
Over firlo of the acquired lalld (Illaeres) wa, not pat to aily ase 8IId 
wal .""eadeM to tile State Gover_eat, after a I.,.e of 14 to 15 years. 
TIle ~ttve of pI"OvldiDg empte,.meat to the displaced persons was 81.) 
serted to • limited esteIIt a5 the lessees provided employmeDt to ooly 582 
cIlspIaeed pelW8bS a. against the cOMmltmeat m3i1e for elDploymeut to 
1626 tfl&placed ,ft'!IOIB. In spite or the directiolls 1!JS1Ied by tbe Gove ..... 
mnt .. the eOmpDJ failed to take measures to see that the commitmellQ 
made for the employment of displaced persolls was effectively enforced. 

3.29 fte o,"dndttee ·are Mlrpl'Ised to note thai lite apremeDts 
ntered Jato Witll t1le lessees were defective liS thIese trd nt priJvide for 
au eDabllDI clause for ~JsibB of mt/llc:eDce fee wldl1tJe result CUt the 
reat eubnced by the Company iu accordaace witb the GoverDment of 
ind.1 orders. conlel iIot lie recaTCrd and It bad fu satrer a ioss of 
Rs. 29.:\7 lakbs oa this lecont. Strangely ellOUp, even Ib eaSe of lea~ e 
lpameals exeeuted "id! SO:De lessees from DeceDiber, 1914 onward, 
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which contained a clause enabling the Company to eDhaDce tbe rates of . 
rent, no recovery of eDhanced rents was made from thelll. Worse still, 
B large amount of reDt and electricity cbarges amouDting to Rs.40.75 
lakhs as on 31-3 198' remained outstanding agaiDst the lessees out of 
which RII. 1063 lakbs we're considered as doubtful debts aDd were pro-
vided for as such iD the accou .lIs. 

3.30. The Committee regret to Dote that ilspile of ID9tractins is§8ed 
by the Ministry in pnrsnance of the report made by the Board of Reha-
bilitatioD in 1968 to the effect that the Company should take immediate 
steps for recovering the outslaooing dues form the defaulters and to set! that 
the commitments made for employment of displaced persons is effectively 
enforced, no concrete measures were taken in this direction. They have 
been informed that legal action has now been taken agaillst some of the 
tenants· for tbe realisation oC the outstanding dues and in some otber 
cases out of conrt actioDs have been initiated. The Committee hope that 
there woul~ be no further laxity in thts lega,d and all out efforts will be 
made to recover the dues. 

3.31 In 1969 the Board o~ RehabilitatioD had suggested that indus· 
trial sheds should be passed on to industrialists OD hire purchase basis 
with the stipulation of displaced persons employment for a period of at 
least five years. The Board was of the view that this would help the 
COolpllllY to recover cODSid~rable capital fOl" futare investment. Accordlog 
to tlle Ministry the hire pnrchase system conld IIOt be implemented !lecause 
the 1.l1li OD which sheds were cODstructed was yet to be transferred by the . 
State GovenuneDt to RIC. 

3.31 The Committee regret to note that the Company had DOt ben 
able to settle the question of transfer of laad with the State Govemment 
all dlese years. However, now that the State GorerDment has agreed iD 
princtple to transfer the land iD the lIame of the Company at a token 
value of Re. IJ-, the matter may be pursued Tigoroll,ty and all connected 
fonDllJltles dllDpleted expeditionsly. The questioD of sale of sheds to the 
indliSltlldlsts CIII hire· purchase basis should be considered seriously. 



CHAPTER IV 

INDUSTRIAL AND COMMERCIAL ACTlVmES 

The Company's industrial and commercial activities fall into the 
following 3 categories: 

(a) Units manufacturing consumer goods. 

(b) Units manufacturing engineering goods and performing strlic-
tural and engineering jobs. 

(c) Units rendering service&. 

There were"22 units at the beginning of 1967-68. Three new units 
were set up subsequently. Out of 25 Units, 12 units were closed from 
time to time and 13 units are still running . 

• (A) Wor~;ng Results of Units 

4.2 Tbe Unit-wise accumulated loss suffered on running units is as 
under :-

Position as on 31-3-1983 
(Rs. in lakhs) 

I. Tah~pur Production Centre (-) 133.53 
2. K.B.M. Production Centre (-) 112.11 • 
3. Gayeshpur Production Centre ( ) 70.97 
4. Habra Production Centre (-) 9255 
5. MaIda Silk Unit (-) 27.50 
6. Leather Works (Bonhooghly) (-) 66.41 
7. Garment Factory (Bonhoogbly) (-) 47.59 
8. Fruit Canning Units (Bonhooghly) (-) 67.08 
9. Sukumar Engineering Works (-) 146.73 

10. Sheet Metal FactorY (Bonhooghly) (-) 76.61 
11. ea,t Iron Foundry (JjUrgapur) (-) 56.59 
12- Wood Works (Bonhooghly) (-) . 16.55 

(Since meraed with Sheet Metal Factory) 
13. Textile Processing Unit (Bonhoogbly) (-) 94.99 
14. Project Division (+) 53.81 ------

Total loss (-) 955.40 

30 
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4.3 In addition to this the Company also suiTered a cumulative 
loss of Rs. 15.29 lakhs on the units closed from time to time and the 
unit-wise loss is as under: 

(Rs. in laths) 

I. Jagadalpur Production Centre (-) 0.50 
2. Padwa Production Centre (-) 1.19 
3. Sheet Metal Factory. Oayeshput (-) 7.05 
4. Sleeper Factory. Jagadalpur (-) ]5.27 
5. Blectrical Ancillary Unit. Behala. (-) 25.85 
6. Tent MakingiJnit (-) I.IS 
7. Wood Works (Rupnarayan) (-) 3.01 
8. Automobile Workshop (-) 2.60 
9. Fuel and Service Station (-) 0.36 

10. Ceramics Unit (Ranaghat) (-) 10.05 
ll. Fruit Canning Unit (AS,!1rtala) (-) 8.26 

-----
total loss (-) 15.29 

4.4 This was in addition to a 10$s of Rs. 1907.47 lakhs on occount 
'OflIead Office es on 31-3-1983 which includes int-, alia interest on un-
,secured loan of Rs. 1172.29 lakhs (including 'penal interest Rs. 402.14 
lakbs). interest on secured loan Rs. 21.48 lakhs. provision for bad and 
doubtful debts Rs. 239.81 lakhs and depreciation Rs. 4.86 lakhs which 
have not been apportioned to the different units. 

4.5 'the Committee pointed out that in pursuance of the recom-
mendations of the Departmental Committee in 1972. the Ministry 
decided tbat in view of heavy losses being incurred by RIC. a thorough 
reorganisation was ne~ded and witb tbis end in view it WaS considered 
necessary to close down tbe units which were; commcr~ally-not viable 
and which had no prospects of being made so in future and instead to 
develop new units on the advice of qualified techniciamlconsultants. Jt 
was also decided that the new units to be organised must be product-
-oriented. In conformity with these principles. it was decided that the 
Managing Director should undertake a .tudy in-deptl\:~nd recommend 
to the Bollt'd of Directors on :-
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(i) The units which should be cloied down, being completely non-
viable financially. 

(ii) The action to be taken in further consolidating and developing 
such of the units as appear to be viable and which could be 
further improved up()n by re-organisation. 

(iii) Setting up of new viable units as part of the rooganisation pro-
cess wherever feasible and necessary on tile advice of qQslified 
consul $ants to mainta~ the tempo of activity of tho Corpora-
tiol\ eJtisting at that time. 

4.6 When enquired 1.I.hethcr any such in-dtlpth study was made 
by the MBnagillg Director, the Joint Secretary of the Ministry ~tated 

that tile Manaaing Director was asked in Ftbruary. 1974 to do the 
feasibility study of the Units, which had not been made earlier, to find 
out tbe input requirement, working capital requirement, loan activity, 
commercial banking activity etc. but by that ti'1le another Committee 
called Chowdhury Committee was asked to lo.ok inm WI!iJ.-wi4e stru~ture 
of the Company. These things got merg.ed t080tber. 

4 7 Asked about the reorganisation made after tbe receiPt of the 
Report of Chowdhury Committee, the witness stated that some units 
were closed. 

4.8 The Committee desired to know the number of units cIescd 
down after 1974. In reply, the Secretary of the Ministry informed tIae 
CommittCCi that the following units were closed aflor 1974:-

0) Automobile WoRlhOll Unit was closed iQ 1~14-"Z.S;. 

(ii) FlI,d P,Ild Scrvic~ St~tion was closed down in 1975~76; 

(iii) ElectriCal Ancillary Uait wn dOled dow. in. ltil~ 

(iv) CerarWca Unit wal also closed i~ 1981-82; and 

(v) Tent Makill, Uoit was closed ia lil3-it4_ 

(8) I'roductiort ~r1tttItft:e 

·4.9 . Tlteinstalted/Ulai1lable . capacitJ 0( "" ~ .1Jni~ bad.1Wt 
becnfiXed tilll~ • . neMinillfly ~ A»djtia:J~ 19112 tkt 
the Company had since worked out &II eaelUile ~qtbl ~t 



capacity and attainable capacity during the current year and the next 
financial year in respect of the various units. 

4.10 The Committee enquired when and what was the capacity of 
the different production units of the Company fixed by the Company. 
RIC in a written reply inforlbcd that the capacity of the production 
units of the Company was determined in 1981-82. The percentage 
Capacity utilization in 1981·82 and 1982-83 was as rollows :-

Name of the ~. Percentage of capacity 
utilised during --------

1981-82 1982-83 

2S 21 1. Project Division ) 
2. Sukumar Engg. Works J 
3. . Sheet ~1etal Factory 67 43 
4. Caat Iron Foundry 54 21 
5. Garment Factory . 22 51 
6. Leather Works , 60 36 
7. Fruit Canning Unit 60 29 
8. Textile Processing Unit :'2 S9 
9 .. Handloom Units (4) 67 S2 

,,19. Maida Silk Factory 65 67 

• 4.11 Asked about the reasons due to which the capacities could 
not be fixed earlier. the Company has stated :-

"RIC was set up with the main ()bjective of providing emploYlDent 
to displaced persons. "1n order to cope with the exigency of 
providing immediate employment to the displaced persons 
due to heavy influx, the units of the Corporation were suddenly 
set up/takenover and as such "DO techno-economic feasibility 
report could be made before the sam: came into exis-
tence in order to study the economic viability." 

4.12 When enquire<!\bout the reasons for low capacity utilisation 
during 1981-82 and 1982-83. the Company in a written note. stated that 
during 1981-82 production in all the. units was practically suspended 
upto October, 1981 awaiting Government's decision regarding continu-
ance of the ~orporation. The Government decision was received on 
7th November. 1981. Thereafter production activities were undertaken 
!l!!d actual production started in December, 1981 on receipt of workinJ 

"-



capital from ~he Government. The shortage of working capital was 
one of the major limiting factors. Company was not sure about its 
continuance and therefore, could not book sufficient orders also. CUlt~ 

omers had no confidence in the Company because of past irregular perfor-
mance, untimely delivery etc. As regards the low capacity utilisation 
during I ')82·83, the Company has stated that absence of matching 
machinery and handling equipments and shortage of working space were 
some of reasons. The management took appropriate action for pro-
l:ur~ment of machinery/equipments and construction of additional sheds 
for the units on receipt of plan loan sanctioned by the Government. It 
toolt some time to procure and instal the said machinery and equipments 
for prodUction purposes. Laclt of orders, mainly from Public Under-
taki.lgS and unremunerative orders were also the reasons. Further, 
becauge of irregular p~rformance in the past, the Company's image was 
at its lowest ebb in the market. As a result, the Corporation had to 
face much difficulties in securing orders from the market. Moreover, 
due to severe power shortage at the beginning of the year, the produc-
tion suffered to a great extent. 

(C) Targets ,Is-a-,;, actNal production 

4.13 The table below indicates tile targets of production and 
achievements there-against for the last 10 years ending 31&t Mateh, 
1983 :-. 

Year 

1973·74 
1974-75 

1975·76 
1976·77 
1977-78 

1978·79 

1979-80 
1980-81 

1981-82 
1982-83 

• 

Targets of production 

70.45 
104.34 
292.09 
367.45 
260,00 

155.89 

148.94 . 
112.00 

'330.00 
780.00 

(Rs. in lakhs) 
Actual Percentage of 

Production achievement 

53.41 
71.10 
89.00 

127.60 
1~.15 

106.13 

101.48 
101.20 
266.95 

685.60 

75.8 
68.1 

30.5 
34.7 
65.4 
68.1 

68.1 
90.4 
SO.89_ 

8'7.89 
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4.14 According to Audit, shortfall in production during the res-
peetive years as compared to the targets fixed (except in 1973-74 for 
which information was not available) was attributed (November 1981) 
by the Management to the following reasons-

1974-75: Dearth of orders and capital. 

1975-76: Restriction on production at weaving centres to avoid 
stock-piling. 

1976-71: Outdated plant and machinery, shortage of working 
capital, low productivity and restricted prodllction at 
weaving centres as per decision of the Board, dearth of 
orders. 

1917-78: Lack of funds. handling facilities and matching macaines, 
restriction 011 production in wea'{ing Centres as per 
decision of the Board, dearth of orders and load-shedding. 

1978-79: Flood. prolonged PQ,wer cut. non-availability of mater-
ials viz. steel, leather, cement etc. lack of funds and 
non-availability of site from Eastern Coal-fields Ltd. 
for project work. 

1979-80: Shortag~ of working capital. prolonged llIlSCheduled 
power cut, non-avallability of raw materials and neces-
sary machines, dearth of orders and restriction o. 
production of Weavins Centres as per decISion of the 
Board. 

1980-81: Paucity of funds, dearth of orders, prolon&ed power cut 
and absence of top management. 

4.15 The Committee enquired about the reasons for wide varia-
tions in the targets fixed from year to year, RIC in their reply have 
stated as under: 

"Targets were fixed on higher side depending .upon tile anticipated 
future work of the Corporation. From 1975-70 the Corpora-
tion undertook project work at different collieries. Therdore, 
the targets fixed for the years from 1975-76 1.0 1977-78 were on 



the higher side. But from the year J978-~9 the targets ,wert' 
lower as the Corporation was facing difficulties as fol1ow5:-

(a) Shortage of working capital 

(b) Shortage of orders. 
(c) Want of raw materials 
(d) Absence of peaceful labour relation. 
(e) Load shedding. 
(f) Restriction imposed on production. 
(g) Natural calamities 
(h) Outdated and outlived plants and mac:hinery 
(i) Low productivity 
(j) Lack of handling facilities 

CODiidering the above, annual projections were found to 
dift'er." 

4.16 Asked about the declining trend in the fixation of targets 
which were brought down from Rs. 367.45 lakhs in 1976-77 to Ra. 
112 Iakhs in 1980·81, the Company stated that declining trend in the 
fixation of targets was mainly for the restriction imposed on production 
due to beavy stock piling. 

4.17 As reprda porformaece in 1983-84, tho Committee were 
tnformed that die revised ta1'J!et of production of the COQlpany for 
1983-84 bad been fiHd at R •. 530 laltha. of which the tota'l production 
till November, 1983 wal Ra. 258.08 laltha and tile balance production 
of Rs. 271.92 lakhs was expected to be achieved during the remainina 
period of the year. 

Performtlllce o/Indivldual U1Itt~ 

A brief review on the. working of some of Uie Units is given 
below:-

(I) Leatlrer Works at Ilon-HoQ6Ir/y 

4.18 1n July, 1962, the Company started a small footwear manu-
facturing uuit at Taherpur to provide employment to displaced persons. 
Due to non-availability of workers at Taberpur. the Unit was shifted to 



Bebala in March, 1963. In October. 1963. the Unit was shifted from 
Dehala to its newly constructed factory shed at Bon-Hooghly IndD8triaJ 
Estate-

4.19 The Unit mostly manufactured footwear of various types 
manually and since April, 1971. was mainly producing ammunition 
nfety boots against orders. 

4.20 During the year from 1975-76 to 1980-81 the production was 
far below the estimated capacity of production. As against the estimated 
capacity of production of 47520 pairs of shoes per year. the total pro-
duction ranged from 7445 pairs to 26317 pairs during 1975-76 to 1978-
79. There was a lIbarp decline in productiou during i979-80 and 
1980-81 when only 5454 and 2442 pairs respectively were manufactured. 

4.21 In this connlCtion, the management stated (November. 1981') 
as (ollows '-

"As production'is made against order only and receipt of order 
depends on the basis of lowelt quotation it is not always pos-
sible to keep the floor busy with production- Execution of the 
order in time is not always possible for want of requisite raw 
materials. erratic load sheddiD!, labour unrest etc." 

4.22 As compared to production at sale value, the incidence of 
raw materials consumed and wages paid was on the higher side. In the 
following cases it was noticed that the cost of material. consumed alone 
was higher than sale price of the products :-

SI. Job No. DcIIcription Material1l iale 
No. consumed v.-

(Ita.) (a..) 

1. lABf73-74 A.Boot 3,299 1,.373 
2. 2AB/13-74 A. Boot 55,975 47,1106 
3. 5C/73-74 Black Derby 5.791 4,l6S 
4. IOL/74-75 Ladies S8Ddal 2,188 . 1.498 
5. IL/74-75 Ladies Sandal 3,551 3,112 
6. ,IAB/74-75 A. Boot D.S.P. 1,84.601 1.S8,SOl 
7. 3ABI75-76 A. Boot F.C.I. 19..000 16.731 
8. 1C/75-76 Ankle Boot 14.737 13.SSO 
9. 6C/1S-7ci KAbli 3,748 2,314 

10. 3C175-76 Kabll 1.445 1.148 
11. 2C/76-77 O.lfor4 aboc W.B.P. 18,529 14.780 



4.23 Tn this connection. the Management stated (November, 1981) 
as follows :. 

"In some cases orders were accepted at a lower rate not only to 
avoid payment of idle wages but to have entry in other firms 
as approved supplier and to eliminate other un-favourable con-
ditions for execution of the orders." 

4.24 When enquired whether the shoes were being lold below 
coat price even now, the representative oC the Company atated -: 

"So long a8 tbe capacity utilisation is lower, the cost will be higber. 
So. we must strive for achieving capacity production. Produc-
tion has come up very well. Selling depends on the market 
forces. Even today, somewhere we are selling slightly below 
total cost ; but certainly we are covering labour cost and part 
of factory and head office overheads. This situation will 
change eventually once we achieve greater capacity utilisation. 
Losses will remain till we come to the break-even point. 
Secondly, we had no market study made for us. Even Defenc~ 
and Mines people were reluctant to place orders on us. So, 
we took a limited order and executed them in time. W~ are 
now getting repeat orders. We had supplied more than 60,0;)0 
shoes by now to all these agencies. They have been accepted, 
passed and used by ~em. We are getting repeat orders." 

4.25 The unit was incurring hea~y losses year after year. The 
cumulative losses at the end 01 the year 1982-83 was. Rs. 66.411akha 
(CIOluding expenditure on Head Office account). 

4.26 When asked about~ the steps taken by the management to 
arrest the mounting losses from year to year, R.I.C. in a note informed :. 

"As prime consi..leration of the or~isation was to f~ed the . unit 
with work action \'<8S taken towards procurement Qf the orders 
without thinking of the operational results owing to absence of 
commercial approach. Now the situation has changed. Cor~ 

poration secured orders to the tune of Rs. 37.58 lakba and 
Rs. 20.86 lakhs in the years 1961-112 and- 1982-83 respectively 
agajn~l \'<hil:h pruductlOll wa. achieved amouniing to Rs. 25.44 
lakhs III 198H,2 and Rs. Ji-.:il iakhs in 1982·83." 
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4.21 According to. Audit production of goods without ensuring 
their marketability resulted in accumulation of stock of finished goods 
and consequent loss due to deterioration in quality. 28451 pairs of 
yld stock of footwear valuing Rs. 3.91 hikhs were lying in the Central 
stores and different sales emporia of the Compan'.' till July, 1975. 19126 
pairs valued at Rs. 2.80 lakhs were sold in December, 1975 at a price of 
Rs~ O.16lakh resulting in a loss of Rs. 2.0t lakhs. Out of the remaining 
9,325 pairs of shoes, 9105 pairs valued at Rs. 1.09 lak~were disposed 
of at a price of Rs. 0.90 lakh by 31st March, 1981. Thus, 282: 1 pairs 
of shoes were sold at a loss of Rs. 2.23 lakhs. 

4.28 Asked about the reasons for accumulation of stocks of shoes, 
the Managing Director of the Company stated that the stocks of shoes 
went on accumulati.lg because the designs and quality of shoes were in-
ferior, with the re~ult that they had to be disposed of at a loss. He 
futher stated that the Company has standardized the pro5Juction of only 
two qualities of shoes. One is the Defence ammunition shoes for Army 
and the other is mining sh9es. The Company is producing according to 
orders placed. 

(ii) Fruit Canning Unit at Agartala 

4.29 In May, 1963, the Company took over the two fruit canning 
units at Agartala belonging to the then Tripura Administration. The units 
were taken over on agency basis initially for one year with the stipula-
tionthat if these centres could be run profitabisly, the Company could 
take them over permanently after appropriate valuation of their asacts. 
The units remained under the management of the Company till Decom-
ber, 1969. 

4.30 ~tts could not be 'run economically. The total loss 
incnrred u,;' . cember," 1969 amounted to Rs. 8.26 lakhs. At the time 
of closure of the units most of the products were very old and had 
deteriorated in quality. I I August, 1910, fruit goods valuing Rs. 2.22 
lakbs were declared damag~,l and written off. Stock worth Rs. 3.30 laths 
was disposed of. the remaining stock worth ·Rs. 1.17 lakhs and .Rs. 0.39 
lakh was declared damaged and written off (juring 1973-74 and 1915-76 
respectively. Thus out of the total stock of Rs. 7.()8 lakhs as an 
3ht December, 196Q , the stoek worth Rs. 3.781akhs h;iA to be writton o~. 



4.31 The Management attributed (August, 1969) inter alia, the 
following reasons for uneconomic running of the Agortala Units: 

(i) The Unit processed only pineapples, the season of which lasted 
only for about three months in a year. The unit, thus remained 
idle for nine months in a year. 

(ii) Heavy transport charges were involved in carrying the finished 
products for marketins from Agartala. 

(iii) Difficulties in Ilupcrvisins the workins of the unit from Cal-
cutta. 

'4.32 When enquired if these reasons were not known to the 
management before take-over, RIC, in a note, informed that apart from 
processing of pineapple products,. it appears. the manasement had the 
idea of processing other fruit products also to keep the unit busy 
throuahout the year. But ultimately. the other line of products could 
not be opened and prevailing one turned to be uneconomical. 

4'.33 In view of the uneconomic funning of the Units at Agartala. 
the Company handed them over to Tripura Government in December. 
1969. On the closur~ of the Units the st~ks of the finished products 
wortk Rs. 7,08 lakhs were transferred by the Company to its Bon .. 
HOQJhly Central Stores at a cost of RI. 0.11 lakh. 

4.34 The Committee desired to know the reltloos for accu~ula­

tionOffood ploduets and whether the reasons for it had been investi-
..... andrespoDlibHity fixe4. In reply. tbe-CJompany stated : 

"Finished goods produced at Aaartala Unit did not find slitable 
market there and for wblch accumulation toOk ... place. The 
product being new, it did not have the accepta~ the market 
altholl8h, the quality, it appears, wassllperior. This was in-
vestigated. The invC8tigatioo was conducted by a team of 
officers and report submitted to the Board and BOlrd desired 
that aotion should be initiated for taking departmental action 
against the concerned General Manager on deputation from 
Government of West Bengal. However, it appears, rcspeDiibj-
'ily hlld DOt booDfixecl on aD)' indiv~dultf' .. 
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(iii) Bon-Hooghly Fruit Canning Unit 

4.35 In 1963-64, the Company had set up fuit canning unit at 
Bon-Hoogh1y, Calcutta for canning of fruit jams, jellies, juices, sauces 
etc. to cater to the dOmestic market The Unit also produced pineapple 
slices in syrup and mango juice for export against specific orders. ' 

" 4.36 The Unit suffered a cumulative loss of Rs. 75.34 lakhs upto 
the cn(jl of the year \ 982-83. 

4.37 In 1977 the Company exported 6500 cartons (each carton 
containing 24 tins of 850 arams each) of pine-apple slices to 3 parties of 
Yugoslavia from the Bon-Hooghly fruit caaning unit on FOB basis 
against Ie tter ef cred it opened by the parties as per details below:-

Name of Party Quantity Sale price 
(Cartons) (RI. in Iakhs) 

A 4,000 4.11 
B 1,000 1.03 
C 1.500 1.52 

4.38 All the parties informed the Company in November, 1977 
th1lt the cans containing the pine-apple slices had metals not conforming 
to the specificdtions as stipulated in the contracts and that the pine-apple 
sliees bad developed organoleptic character with too much corrosion on 
the cans, rendering tbe fruit slices unfit for human cODSumption. The 
buyers demanded refund of the full price paid by them. After protracted 
correspondence and negotiations, party B and Party C agreed to settle 
tbe dispUt~ on payment of Rs. 0.48 lakh and Rs. 0.70 lakh to the par .. 
ties respectively by the Company. The Company, therefore, suffered loss 
of Rs. 1.37 lakhs. Party A did not agree to any settte1bent and preferred 
an arbitration proceeding (June 1978) as per provision of the contract 
before the Foreign Trade Arbitration Federal Chamber of Commerce, 
Belgrade. Toe Ministry stated (June 1982) that the Arbitration Court has 
held ita first hearing in February, 1982. 

4.39 The Committtee enquired whether the good1 or the cant 
iupplied by Metal Box Company were defective and whether the matter 
hasheen investigated and responsibility fixed. In reply, the Company 
has stated ;-
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"Fresh goods were supplied by the Corporation. Supply was 
effected after inspection. conducted by FPO. An analysis indi-
.cated that there wire higher percentage of tin content and 
some heavy metals arising out of inferior quality of tin plates. 
Correafondence were made with MIl. Metal Box ComPt'-ny 
which avoided the responsibility on technical ground i.e.'" 
percentage of sulpher in sugar was higher and manoeuvred the 
entire case in their favour and disowned any responsibility in the 
matter." 

4.40 Asked about the latest position of the case under arbitration, 
the Company bas informed ;-

i 
"No progreu has yet been made. Correspondence between RIC 

and Ministry of Rehabilitation is in ptogress. It may be added 
in this connection that Arbitration Court had its sitting in. 
February 1982 at Belgrade but no decision was arrived at." 

(iF) Handloom Units Cotton 

4.41 The Company took over between May 1962 and September 
1962 from tbe Government of West Bengal five handloom centres (at 
Taherpur, Habra, *Khosbasmahalla, Oayeshpur and Chakda') whicb 
were being rUn as training cum-production centres. These centres were 

. taken over with all their assets free of charge. The Board of Directors of 
the Company decided (September, 1962) that the centres should be run 
by the Company for the time beina with the ultimate object of handing 
them over to Co-operative Societies to be formed by the workers and a 
time limit of 5 years was fixed for effecting such transfer. The Company 
has, however, not been able to implement this decision owing .to 
agitation launched by the workers and staft' of the bandloom uni18 
apinst such a transfer. 

(0) Production Per!ormartc. 

442 The Company was generaDy not able to achle\e targl"tl of 
production during the years from 1973-74 to 1980-81. A review of the 
taraets of production aad actual production during these years has 
revealed that the targets ranged from Rs. 10 Jakbs to Rs. 46.80 18kha 
whereu the actual production ranged from Rs. 2.24 Iakhs to RI. 27.75 

-n.- uDits were merged iato one ill 1963-64. 
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laths. Paucity of funds, non-availability of raw materials, load shedding. 
absence of firm orders and restriction imposed on production to avoid 
accumulation of stock were attributed (November 1981) by the Manage-
ment as th~ reasons for shortfall in production over the targets. 

4.43 When enquired about the performance of the 4 Handloom 
Units during 1981-82 and 1982-83. the Company informed as under;-

(Rs. in \alths) 

Year Target Achievement % of Achievement 
------- _:::::z ______ 

Prodn. Sale Prodn. Sale Prodn. Sale 

1981-82 23.00 23.0J 18.27 22.27 79.43 97 

1982-83 83.00 83.00 93.42 51.27 112.55 6t.77 

(b) Productivity 

4.44 It was also noticed that theQ:: was very low productivity of 
workers. The following table shows the average wage vis-a-vis produc-
tion per worker per year from 1973-74 to 1980-81 : 

Year 

1973-74 

1974· -5 

1975-76 
1976-77 
1977·78 

1978-79 
1979-90 

1980-81 

Average wage per 
worker per year 

(Rs) 

1,597 

2,253 

2.717 
2,699 
2,549 

2,742 
3.250 
3,586 

Average production 
per worker per year 

(Rs.) 

2,897 

2,187 
1,769 

234 
74) 

1,048 
1,617 

50S 

4.45 Asked about the position in this regard durin. 1981-82 and 
1982-8', the Secretary of tho Ministry stated in evidence that tho 
avcraae value of production per worker in 1981-82 was Rs. 2147 and it 
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had looe upto Rs. 11,736 in 198~-83. As regards the wages, he 
ltated :-

"If 011' •• JC(:ordinl to Government rate of pay scales, it would 
be about Rs. 4000 to Rs. 4500." 

(c) WorkiU 1U1U1" 

4.46 T\1c unit had incurred a cumulative loss of Rs. 409.16 lakhs 
upto the eod or 1982-83 (excluding expenditure oil head office a~ount). 

4.47. In this connection, the Secretary of the Ministry stated that 
tlte handloom units formed major part of the Company's losses. He also 

. stated that 'no commercial company would have taken the'S handloom 
unita from West Bengal when the uoits were prima facie sick 
~ .re not ma~il\'B profit from the very beinning. He further added 
that various Committees had investigated into the reasons for their 
inability to run on profit and the following remedial meaSures had be'D 
luggested: -

(al R~tum tbe un.its to W-elt Bengal; 

(b) Convert them' into Cooperative Soeieties; or 

I~ CJQIO." down, 

He acJ<led that it was impossible to implement any of the above 
suggestions becu~e wherever the Units were closed, the retrenched 
workers 0{ ~ose nnits had to be tranlferred to other Units whether those 
Units nteded them or not. 

4.48 Asked about the steps taken by the Company ~ iD!p{ove 
workin, or these IInits, RIC informe4 in a note that new 1oo1Dll were 
installed to increase production. Attempts were made to feed the 
nnits with 'raw material. as far as possible depending on availability of 
funds. . 8e(ore the products reach marketable standard and the worken 
acquire cQIllpetitnoe skill attempts were mac:Ie to keep them engaged OD 

Ieoms to made them trained. 
I. '_ 

Durin, eviden~ tbe MaDagin~ Director of the CODlpany a4ded ;-
" '- . -
"'Yc:~~ C»..p:,oaqcti~ 0(, JaQala dIaotis aad &!.r=a. Tb~ handlooDlll : 

. ~t,. QOl!lpot~ wi.tb P9"e~IqQIIlS.Jt is au Ul!equal competi-
tion If handloom aector bas to he viable. it should prod~ 
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items whil1h cannot be made by the powerloom sector. So, we 
decided to have a product-mix with high value added. These 
handloom weavers are artistic people; they are intelligent 
people. They have got the talent. I harnessed these qualities. 
I started making experiments to go in for high vaJue added 
items." 

4.'" Wben asked during evidence whetbeF the handloolB products 
were also heiDJ sold at less than the cost price, the M.D. atated : 

'"Losses will be there till we achieve a certain working capacity. On 
70% to 80% capacity utilisation, we arrived at a standard cost, 
...w try to recover it. If we are working on paltial working 
capacity the .rC6ult will be loss." 

4.50 Due to very slow movement of finished products, there was 
heavy accumulation of stock in the Handloom units. In 1971-",2, the 
Company disposed of non· moving handloom products wortb Rs 7.20 
Iakhs at ~. reb~e of 45:x, and suffered a loss of Rs. 3.24 lakhs. Out of 
the closing stock of finished goods worth Rs. 14.10 lakhs as on 3Ist 
March, 198 1, stock valued at Rs. 1.12 lakhs was non·moving. The 
accumulation of closing stock was attributed (November..l98l) by tho 
ManaaeXDent mainly to high price of Company's goods, obsolete 
~~ back dated designs and absence of sufficient saL oJltlets etc. 

4.51 When enquired about the latest position of disposal of 
non-moving stock worth Rs. 1.12 lakhs, the Company bas stated that 
liS on 31.3.1982 the pos:tion stood at Rs. 0.72 lakh which is on y 2.7% 
of total. stock. 

".52 Th~ Commltlee are UlIbappy at the poor perronnanee or th~ 
~ial anet commercial units of the Company. All the units with the 
excepUoDoI ollt had. incurred heaT)' losses and are mainly resp0ll8i~ for 
tbe c:umulatl'e loss or Rs. 29.32 troteS snffered by the Compauy 
.pto the end of J981-83. The Committee fiad that tbe fBrioDs UDlh 
..n!re -set np/takea oyer from the Stale Governments withe" aOJ plan· 
binC aacI wftllout gl'ing any thonght to their techno-eCOllo-mic "riabiIit, 
For Illstan~, tile 5 baDdloom Dnlts whlc:b have accountetl f&r s .... -
tl.l pm of tbe total loss were taken over from the tto..-eat eI W.-l 
Be~gtll and hn as fadory nnlts wbeD admittedly sadlltlltfs are normally 
I'I1II85 • cottage hulustry or as c:ooperative societies. Stntagei1 eIIooglt, tM 
~ 6ec:rw10 nllitbese eeatres 1DItia1f:r foIL a JIIejted ,.ciod .... 
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then to band tbem over to the cooperative societies-a decisiOD which 
could not be subsequently implemented owing to agitation lauoched by the' 
workers and slaft' against sucb a trallsfer. Tbe Committee would like to 
point out tbat tbe objective of providiug employment to displaced perSODS 
was not ntcessarily served by giviug tbem direct employment but could 
well be aehiend by beilig an instrumeut for KereratiOD of employmeitt. 
TbeY see no reason wby ti,e bandloom uoits could Dot he orKauised as 
cooperatifes from tbe very begiuning and the required managerial and 
fiuancialinputs provided to them. Had this b.en done much of the losses 
incurred by the Company on account of rnnuinK them as factory units 
could hne been avoided. 

4.53 The ComllJittce also find that not only these lIDits as well as 
other units were set up without proper planning but even subsequently no 
s.eps were taken for tbeir reorgznisation. As far back 115 1971, the 
Ministry bad decided tbat in view of beavy losses being incurred by tbe 
Compauy a thorougb rearganisation was needed and with tbis end in view 
it was considered nect'ssary to close down tbe units which were com-
mercially not ,i"Ue and ,,'hicb had DO prospects of heinK made so ia 
future and instead to delelop new product oriented units ou the advice of 
qualifted tec~niciaus/consnh"nts. It is distressing to find that no serions 
elforts wcre made to reorga ·,ise tbe various uuits to make them viable as 
decided. It should not bale been ditlicnlt to do so without sacrificing the 
objective of keepidg persons in employment as tbey could bave been 
absorbed in the new orKanised units. The Committee wonld like to be 
Informed of the reasons for this failure resulting in beavy loss of pnblic 
fuads. 

4.54 The production performance of the various units presented a 
dismal picture. It was net until 19811-81 that the installed or attainable 
CIIpacity of various uoits bad been fixed. Tbe Committee coaId set DO 

saUsfacto: y explanation for thii failure. Even with reference to capacities 
IxeJ lately, out of 13 runuiog units the capacity utilisation in 1982-83 . 
111 12 of tbelll was below 60% and in 3 of tbem it was even less tb.. 30 
per cent. The production was far helow even tbe taraets Ixed every year •. 
As aKaiDst tbe present break even poiat of Rs. 18 crores tbe annual 
productioD rUled from Rs. S3 laks to Rs. 170 laths durlna 1973-81.. 
Ena lifter llelatedimplementation of tbe revitaJisatioD plan in 1982, tbe 
val ue of productiOD was Rs. 6.86 crores in 1982 83 aDd this bas lllaill 
slipped to aatidpate4 RI. 5.30 crores in 1983-84. Not oaIy the prodDCtiu. 
"a, low Ht the prodac:s 1Daaur.t.red were iD many cases of iId~ 
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quality aDd of out-d,· ted designS. There was al!lO Iliek of quality c()ntrol. 
In one m the Fruit nn!ling units of tbe Company a loss of Rs 1 371akbs 
was incurred as the Pine Apples slices exported to three parties were 
fOllnd to be nnfit for buman cOD!iumption. Tbe Committee view witb 
conceru the poor performance of the Comany resulting from mismllDage-
IDeDt, lack of roresighte4ness and business prudence. 1 hey desire that 
elrective measures be taken to merease the production In tbese IInits at 
least to the break even level at the earliest. 

4.55 The sales performance or the Company was equally bad. 
There was heavy accumulatloll of finished goods on account of failure 10 

make proper market study and to produce goods as per demand. Accu-
mulated stocks bad to be disposed of at heavy losses. For instaoce. 
19126 pairs of sboes were sold in December, 1'75 at an incredibly low 
price i.e. of about Rs. 4 per pair on an average. Similarly, the handloom 
prodncts wortb Rs. 7.10 lakhs had to be disposed of in 1971-72 at 
unusualIy Iligb rebate of 45%: The canned fruit worth. !{s. 3.78 Iakhs had 
to be written olt as these had deteriorated in quality on Account ·of long 
storaga. 1be Committee are' distressed- to find that the marketing and 
production. planning left much to be desired. They would stre!os t:le need 
far quaUtatl"e strengthening of the liales and marketing organisatioD 
of the CompaDY to ellsure that the CompaDy is able to sell "hat is 
produces. 

4.56 The Company also suffered on aecoonl of ineffective cost 
control. Most of the products were sold below cost aOO in some cases 
the snle price did not cover even the direct cost (material an J labf)ur). 
Amazingly theR were iustances in leatber works uuits where the sales 
lalue of production was even lower tban the uloe of materials consumed. 
Thus, it '"'1IId .ban Heu" more eco~olllical ta pay idle wages than to 
produce. 

4.57 The labour productivity was exceedingly If)w in varioos units. 
TIle ,aloe added per man month 11'85 far below tbe average emoluments. 
ID blllldloom units In 1980-81, the value of production per ,vorker wa~ 
only 15 per cent of the average wages .. It is distr~ssjng to find that lit'le 
etIorts bad been mde until recently to improve labollr productivity by 
taking up production of high value Items requiring manual skjJh and ta 
tram the workers for doing such jobs Had this b~en dele carlier. tbe 
manp:lwer available to the Compan111'ould have beccme an asset inste;;d 
.f helng a liability. The Committee desire that at least 'now there 5d'luld . 
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lie COIIICIoas pia ..... , towards making best ose of hmnaa resonrces so 
that tbe Co.paay II able to r_ee itli eost 1){ produetiOll aad its prodncts 
are eompetltive ill the market. 

(D) Cost Co.·.trol 

4.58 The followinc defici~ncies in the costing and cost eontrol 
system of the Corporation have been pointed out in the Audit 
Report :-

(a) No comprebensive cost accounting manual was in existClllce. 

(b) Th~ system of reporting variation in cost against tbe estimate .,.. 
to different levels of managemont for eJ.ereiaing effective ooet 
control was not in vogue. 

~c) No classification of overhead expenses iato fixed aDd variable 
components had been made. 

(d) No norms bad been prescribed for wastages and rejectiona. 

(e) There .was DO system of reconciliation. between the cost and 
financial accounts. 

(f) There was no system of standard costing. 

(8) There was no effective system of recording idle time for labour 
and machines. 

The Management Itated (November 1981) as follows :-

(i) A draft regarding accounting manual wbicll alto iDcludes COlt 
accounting has been prepared and lina! shape of'll bicb ia likely 
to take place shortly. 

(ii) The system of Management reporting had been statted fully 
from April. 1980 and tbe standard costing system had been 
introduced from April, 1981. The system of reconciliation 
between cost and financial accounts had been started partly 
from April, 1980. Attempts are "being made to introduce 
in full reconciliation system between cost and fi08llCiat 
accounts. 
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4.59 When enquired how control on costs WilS exercised in view of 
various deficiencies pointed out in the costing and cost control system; 
the Company informed the Committee as under :-

• "It is a fact that costing system and cost control could not be 
effectively introduced earlier but all round efforts are now 
being made to formulate and streamline the system as Car as 
practicable," 

4 60 As regards the latest position of finalisation of the account-
iI:g manual, it has been stated that all efforts are being made to complete 
the accounting manual by the end of December, 1983. 

461 In this connection, the Secretary of the Ministry stated during 
evidence :-

"It is a fact there was no ManU/ii, formal Cost Accounts Manual. 
The Ministry has ta·ken note of it and has asked the Com'pany 
to do it. The Accounting Manual which will include· Costing 
al 0, should be ready by'the c:.nd of this year (1983). Costing 
was done in a rough and ready method, There-by products 
became "ery costly. So, value of stock became very high. 
The result was reduction of price, and liquidation of stock. 
When we wantl'd to find out why the need for Costing Manual 
was felt, we were told that since products were not selling, the 
Company was making losses. The need for Scientific Costing 
was not so urgent then as now, when we are really enter-
ing tJ1e area of more production and are trying to sell 
more.u 

462 The Committee enquired whether !ieficiencies regarding cost 
control system were ever pointed out by Statutory Auditors or the 
Comptroller and Auditor General and when this matter came to the 
notice of the Department of Rehabilitation. In this regard the Ministry 
has informed in a note as under :-

"According to the information received from Rehabilitation Indus-
tries CorpOration, there have been no specific comments by 
the Statutory Auditors in their main Annual Reports on the 
annual accounts of the Corporation regarding cost control 
deficiellCies as pointed out in the Report of t!le Comptroller 
and Auditor Generat-Union Government (Commercial) Part II 
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1982 on the Rehabilitation Industries Corporation,~overinl the 
working of the Company from 1967-68 to 1980-81. However, 
another annual Supplementary Report of the Statutory 
Auditors is give1Pannually in order to supplement the main 
Report. This include&. inter alia, report on sy~tems of internal 
control, cost accounts etc. Under the head "Cost Accounts", 
they did mention about details of job costing or other costing 
system as implemented by the Corporation for their various 
production units. They had also pointed out the need for 
comprehensive plans for cost control, cost reduction etc., from 
1976-77 onwards. 

The Office of the Comptroller .I: Auditor General had also not' 
specifically mentioned the cost control- deficiencies in their 
annual reviews of the Statutory Auditors Report&. However, 
the Comptroller and Auditor General in their Report-Union 
Government (Commercial) 1979-Part IV containing resume 
of the Company Auditors Reports and comments on the 
Accounts o( Government Companies did mtntion ccrlai,n short-
coming' under "Cost Control" such as cost of production was 
more than estimated/standard cost, there was no system of 
ascertaining idle time for labour and machinery specifying the 
reasons therefore etc. but Rehabilitation Industries Corporation 
was not shown along with those companies in the case of which 
the Comptroller & Auditor General bad pointed out that 
costing system was not in operation/standard costing system 
had not been introduced/fixed. The Rehabilitation Industries 
Corporation had informed the Director of Commercial Audit 
in February, 1981 about the progress of action taken to remove 
the shortcomings pointed out by Audit. 

Tbe Corporation had a costing system in the past. The system 
was not so sophisticated. The idea was to fonnulate, in the 

• At the time of factual verification the Audit stated that "such deficiencies 
are not commented upon by the CAG on the accounts of the Companies U/S 
619(4) of tbe Companies Act, 19S6 but an: brousht out in the Report on' 
Resume of the Company Auditon' Report prepared by !be CAG as wo:ll as 
in the appraisal reports of tbe respective companies whenever taken up. 
Such deficiencies wo:rc pointed out even before 1979, in the Resume of tbe 
Company Auditon' Reports." 
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first instance, a basic system within the framework of existing 
resources, to be followed by sophisticated system. That system 
was, however. discontinlled. In'1982, the deficiencies regarding 
costing system and cost control were specifically brought to 
surface il\ the Report of tbe Comptroller & Auditor General-
Union Government (Commercial)-Part II 1982 exclusively on 
Rehabilitation Industries Corporation prepared after a detailed 
performance audit covering the period 1967·68 to 1980-81. 
Instructions were issued to the-Corporation by'the Department 
of Rehabilitation in May, 1982 to comply with the audit 
'Observations. Necessary action was also initiated by the 
Corporation. Efforts were being made to finalise the com-
prebensive Cost Accounts Manual by December, 191B and 
remove the other deliciencies also to the extent possible. 

According to the latest information, tbe Cost Accounts Manual 
had not, however, yet been finalised. The deficiencies in costing 
system II'S pointed 'Out&t pages 68-69 of the "Report of the 
Comptroller & Auditor General <>f India-Union Government 
(C(lmmercial)-Part If 1982-Rt!habilitatioo Industries Corpo-
ration Limited" are still persisting," 

".63 The Committee find that there are several 1Ieficiencies in the 
~sting and cost control system. Inspite of the fact that some of the 
.teficienctes b. -cost colitrol had been poluted out It, the C.tAG in bis 
reports since 1979, they are still persistinl_ Tbe Committee desire that 
an efficiellt cost control system soited to the industrial and commercial 
activities of the Corporation be Introduced early by tbe Compaoy taking 
into aa:oUDt fbe various deiciencies pointed eot ~ the C.tAG. 

4.64 III this connection, the CeDUilittee regret to Dote that althougll 
"'the Seeretaryilf the MtDistry had assured the Committee tbat die cost 
ecconnts manual would be ready by the eud of the year 1983, it has nOt 
yet been finalised They desire that it should be finalised without forther 
\lei.,. 



CllAPTER V 

PERSONNEL MANAGEMENT 

(A) Changes in'Top Management 

The 1971 Departmental Committee suggested that having regard to 
the na~ure of the operations, the Chief Executive should be a man with 
strong commercial bias and outstanding qualities of man-management 
irrespective of bis basic discipline. If necessary, the position should 
even be upgraded from grade D to Grade C. He must be appointed in 
tbe first instance for a' minilT.um period of 5 years, should be willing to 
serve another term, if required, and prepared to swim and sink with the 
Corporation as long as he is with the RIC. 

S.2 When enquired about tbe implementation of the 1971 Depart-
. mental Committee recomendation regarding appointment of Managing 
Director, the number of Managing Directors changed during the 
last 10 years, the period &f their employment and' the reasons for 
their change, the Ministry informed the Committee in a written note as 
under :-

~'The report afthe Committee was received in 19i2. It was obser-
yed that the officers with necessary qualifications were normally 
not wiUing to accept the post of Managing Director of tbe 
RIC, as the pay scale was not considered sufficiently attractive. 
It was, therefore, felt lhat the post sbould initially be filkd up 
from suitable officer empowered for Schedule 'D' post, in order 
to keep a suitable officer who makes appreciable improvementl 
in 'he working of the Corporation, the post coul4 be considered 
for "Plrading at the appropriate time. 

, As regards the Committee's recommendation that the Chief 
Executive must be appointed in the first instance fOf a mini-
mum period of 5 years, it may be stated that the Government 
policy in this regard alrealy provides that the tenure of 
incumbents of top posts in public enterprises should normally 
be for a period of 5 years subject to their performance beina 

Sl 
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satisfactory. So far as deputationists from the Central 
Government Services were concerned. the policy obtaining at 
that time was that they should exercise their option for absorp-
tion in the concerned und~rtaking or reverlion to the parent 
cadre within specifiej tim~ limit. This policy was intended to 
ensure that there were no frequ~nt changes in the incumbaocy 
of Chief Executives of pubijc enterprises and this would also 
make for a greater identification on the part of the incumbents 
with the affairs of the concerned enterprise. Tbe following 
oflicea held the post of the Managing Director after receipt of 
the 1971 Committee Report;-

51. No. Nam. Peciod of 
service 

Total period 
of service 

__________________ witll t~ RI(: 

1. Sbri D.C. Mukherjee 

2. ~hri M.J{. Majumdar 

:\. Shri S.C. Banerjee, IMP 

4. Sbri A.K. Deb, lAS 

5. Shri A.R. ltohii 

15-5-1973 to 
24-3-1974 

25-3-1974 to 
7-1-1977 
During the period 
from 8-1-1977 
to 1-3-1977, the 
Financial Advisor 
and Chief Accounts 
Officer of the 
Corporation held 
the charge of 
Managing 
Director. 

2·3-1977 to 
1-6-1980 

1-~1980 to 
17-9-19&0 

17-9-1980 to date 

to months 

2 years, 
9 months 

3 yearS 
3 montbs 

3! months 

Continu:ng. 

~ hri A.K. Deb was appointed only as a temporary meas\!rc 
pending appointment of the regular' incumbant. Sbr; A.R. 
Kohli was appointed Managing Director for the normal period 
'Of , years with effect from 17th September, 1980. He is still 
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tmltinaing. The earlier Managing Directors had left the 
Corporation on medical grounds or for takin, up lome other 
usignmentl, etc." 

(B) Incumbents to Senior leYe! posts 

5.3 There was lack of experienced persons at aenior level positions. 
The 1971 Departmental Committee pointed out that some of lbe unit. 
were headed by penons without any technical qualification. although the 
Job content of the unit was of technical nature and tbat it might be 
necessary to'replace thoae unit heads by properly qualified persons. 
No effective mea$ures, however, appear to have been taken in this 
regard aa BPE a,ain pointed out in their R.eport in 1979 (seven years 
after the Report of the first Committee) that the marketing and produc-
tion planning in respect of all the units needed to' be considerably 
ItrenJthened by redeployment and induction of senior level experienced 
officers. 

5.4 Aaked about the steps taken to stren~n the management at 
lenior level positions, the repreaentative of the Ministry stated that the 
latest position was that the Managing 'Director was in position from 
September, 1980 and he had a team of 10 perlon. of the top management 
level. Tiley were well qualified. ' 

fC) Strmgth oj Head Ojfice and UnitJ 

5.5 The table below indicates tbe staff strength both at tbe 
Head Office and Units of the Company for the six years eneiDi 31&& 
March 198] ;- ~ 

Particlllara 

Number of perlOna 
employed at the end 
,,'the year 

(i) Mf11UJguiJlT 

(a) Heael ODiCI' 
(b) Units 
fI:) 'retIII 

1915- lc)76- 1977- }!i'18- 1979- 198()" 
76 77 78 79 30 81 

14 
1 

21 

15 
10 
25 

{5 
2 

13 
/ 

11 
7 

24 



(ii) . Supervisory 

(a) Head Office 
(b) Units 
(c) Total 

(iii) Others (clerical &: 
Grade IV) 

(a) Head·Office 
(b) Units 
(c) Total 

(ill) Worker! 

<a) Head Office 
(b) Units 
(c) Total 

(M Total Employees 

Ratio of 
other statY 
to workers 

2{) 

14 
34 

5S 

21 
14 
3S 

21 
16 
37 

180 178 198 
.819 795 794 

21 
16 
37 

21 
15 
36 

19 
17 
36 

204 209 213 
80l 832 916 

999973 992 1011 1041 1129 

1577 1570 1574 
1577 1570 IS74 

, 
2631 2602 2628 

1544 
1544 

2615 

1589 
1589 

2690 

1579 
1579 

2770 

1:1.5 1:1.5 1:1.5 1:1.4 1:1.4 1:1.3 

5.6 According to Audit, neitber tbe detailed project reports of tbe 
various units indicating staff requirements were prepared nor a compre. 
bensive analysis of tbe man-power requirements ef units and Head 
Office of the Company was made. The sanctioned strengtb. of tbe 
various units as well as that of Head Office was also not made available 
to Audit. 

5.7 The Committee enquired about the justification for the DOD-
existence of tbe detailed project reports of the various units indicating 
staff' reqnirements and absence of comprebensive analysis of tbe man-
power requirements thereof as well as at the Head 0Ifu1e of the Com-
pany. In this connection, the Company bas informed in a written note 
as under:-

"Having regard to tbe circulpStances, neither tbe detailed project 
reports of the various units indicating staff RQuirements were 
prepared nor a comprebensive analysis of the manpower 
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requirements of the units and ·Head Office could have been 
made earlier. With a view to revitalisation of the Company 
and to keep the activities confined purely to the commercial 
line, feasibility reports were prepared for all the units, which 
received approval of the Government in the latter part of 
1981." 

5.8 When asked whether the Company had at any time made any 
assessment of the exact manpower requirements at tbe "nits as well as at 
tbe Head Office and the extent of surplus manpower with the company, 
RolC. has in their reply stated that the question of the extent of surplus 
manpower has been considered by the Board of R.I.C. recently. This 
.,-.ect las been taken up and n six months' time complete identification 
of excess manpower will be made. 

5.9 When enquired about the total number of employees in the 
Company during the last two years, the Ministry informed the 
Committee in a written reply that U.ere were 2753 and 2745 employees 
as on 3'1-3-1982 and 31-3-1983 respectively. 

5.10 The Review.Committee pointed out in 1975 that "at present 
the headquarters staff of RIC number 8350 (as against 311 earlier), with 
salary and other administrative charges to the tune of Rs. 27 lakhs per 
annum as against estimated production of Rs. 75 lakhs in 1973-74. No 
commercial undertaking with RIC·s present cutturn of production could 
hope to. carry such disproportionate load of administrative overheads. 
li, therefore, s6ggested that there should be complete overhaul of the 
-exirun'g set uJ> t\nd much of the Headqnarters staff might be r~ted to 
the outlyingun;t\; grouped into clusters treated as Divisions with suffi-
cielrtpo",ers delegated to them.o th'at the Divisions may become largely 
self:.sutii~t in respect of day-to-day management." 

5.11 Asked whether the organisational set up was restructured as 
sU'8ifested, the Secretary of the Ministry stated that the orpsisational 
.et Up was r5trUctured in 1974-75 and about 10% of the staff was 
tranWf'en-ed from Head Office to different units. Adequatcpowors were 
de~ated to Ma'IrajOrs in February, 1976 and tbey were &lao empowered 
to fUllunttsinclepcndently. He, however, admitted that: 

"It is a fact that the staff was top heavy in the sense that the staff 
recruited in the categories of non-workers was from the beginn-
ing ver3' heavy. The staff' at HeadquarterS was more thm 
required. It was difficult.to retrench." 
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5.12. According to the Annual Report of the Company for the 

year 1981-82. the total e.xpenditure as on 31-3-1982 00 salaries .and 
allowllnces of office staff was Rs. 8' ,03,248 while the expendituro! Iln 
account of wages of industrial workers was Rs. 1,03,54,6 71. The 
Committee enquired about the reasons for disproportionate expenditure 
on office staff as compared to industrial workers. In his reply, the M.D. 
explained as under :-

"I agree, it is very much on the high side. The entire number 
includes security staff also. We converted about 100 into blue-
collared employees over a period of time. We had inherited a 

. large number. I am not defending myself that it is correct and 
that it should continue. It will not continue. After the normal 
retirement or resignation by any of them, we. do not recruit 
any new person in "this particular category; there is a total ban 
in letter, spirit and practice. At the same time what we have 
done is, we have started our trading activities of the ..,roductl 
which we manufacture, sO" that these people can be utilised 
elfectively. Some of them are being converted into salesmen. 
Today I have a trainej sales-force of 150 people as compared to 
50 people about two years back. They are being referred as 

"staff. Gradually over the next two years, you will find a sales 
staff of 300 people. These trading activities give a margin of 
10 to 15 per cent. This is how we recover the overhead. We 
have been able to reduce the security staff also and turn them 
into blue-collared employeea." 

5.13 A~ per Annual Report of the Company for the year 1982-83. 
the 'CXpenditurc on salary and allowances of office staff was Rs. 1.05 
crorcs as against wages of industrial ~orkers amounting to Rs. 1.16 
crores. 

(D) Labour Productivity 

5.14 According to the B.P.E. Survey, the average monthl¥ emolu-
ments per employee were much more as compared to the value added 
per man month during the yean from 1979-80 to 1982-83 as is evidCIil 



58 

from the following table: 

1979-80 1980·81 1981-82 1982-83 

Average monthly 
emoluments ~ 
employee Rs.SSS Rs.842 Rs.687 Rs.798 

Value added per 
" man month Rs. 121 Rs. -218 Rs.256 Rs.719 

The reason. for low productivity were lurplus clerical staft' and the 
employeea being untrained displaced persoDS. 

5.15 The 1971 Departmental Committee pointed out that the crea-
tion of surplus clerical staft' is the fault of the management at some point 
of time and the present state of acute dissatiJfaction among the labour 
is very largely the creation of management over the years. The Committee 
held the view that if 15 or 20 persons working under the same roof and 
doing the lame job as is the case in the RIC are subject to 
2 or 3 difl'erent wage scales, the management could onJy. invite labour 
troubles. The Committee inter-aJia suggested (i) sending back 10 thdr 
parent organisations all th~ deputationists; . (ii) uniformity in wage 
scaleslwage rates and reduction in the number of grades; (iii) evolving a 
system of linked productivity with payment, punishing tbe slack 
employees and rewarding the good ones i in consultation with ia bour 
representatives and enforcing it first on a pilot basis and thereafter 
extending it generally. 

5.16 During evidence the Secretary of the Ministry admitted that 
the employment of untrained displaced persons was partly responsible 
for low productivity and cODsequen'losse&. 

5.17 Asked whether any scheme was framed during the last 20 
years to impart training to the workers in the units with a view to 
iocreuinl productiviry, the Secretary of the Ministry stated: 

"There is no specific scheme for training as such. But the training 
on job is being given to those people whose production norm& 
are noticed less thaD what are prescribed. Since they have to 
be paid, it is a training on the job. In the last year or two, 
tlte Company has introduced a Dew product. For that purp<J!e-, 
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they give special training to the people who are going to 
pr04uce this particular type of produCt." 

5.18 When asted about the number of workers trained during the 
last 2 years under "On the Job" training scheme, the Ministry informed 

, the Committee in a note that during the years 1981-82 and 1982-83, 148 
preparatory workers were converted to weavers in the Handloom Units 
of the Corporation ofter giving them "On the Job" training. During 
these years, about 300 weavers were also trained on their own 
looms. 

5.19 On being asked. whether any productivity linked incentive 
scheme has been introduced, the representative of the Ministry informed 
the Committee that for increasing productivity. production nOlms have 
been laid down. If the workers produce less than the norm, deductions 
are made in the wages. If they produce more than the norms incentives 
are given. According to him 95 per cent of the workers· have achieved 
the norms. At this stage the Joint Secretary of the Ministry informed 
that the productivity linked bonus w,as a~()o thece. 

5.W When enquired about the number of deputationists reverted 
to their parent departments, the Secretary of the Ministry stated that 
since 1980 there were no deputationists in the Company. The prescnt 
policy of the Company was that no deputationists should be taken unless 
it was absolutely necessary. 

5.21 Asked about the reasons for disparity in wage scales of the 
workers doing the same jOb, the Secretary stated: 

"When a particular unit is closed, the people were not lent home 
but they were shifted from one unit to another. I am told 
that these pay scales have been rationalised and this anomaly 
has been removed." -, 

5.22 The 'Comp8llY had sutIered 00 account of 0I'g8llisatiooai de§· 
cieDcies aDd laclt of proper manpower plaanlng. 1bere had been frequent 
changes in the to, maDagement. During a period of 8 years from 1973 to 
1980 . there were as many as 5 changes in the incumbents to the post 
of Managing Director. There is no gain-saying that such frequent 
chaages at the top level adversely atIect the performaDCe olllDY organisa. 
tion. There has to be a carefal llelccfion of the top executives to ensore 
eoatiDait)' in top moagemeDt for a fairly 1001 period. 'There w .. also 
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lack of experier.c:ed persons in senior level positions. Some or the units 
"ere head'edby persons without any technical qualifications .although the 
job content of t1:e units was of a technical nature. Regrettably even after 
this deficiency had been pointed our by a . Dep.ental Committee in 
1971 no serious efforts were made for" qualitatively strengthening the 
.. rloas anits by induction of experienced ollicen. The Committee were 
assured b) the Secretary of tbe Ministry that with tbe appointment of 
new MD there wJ!re changes in the senior level positions and tbese were 
now being held by qnailfied persons. 'lbe Committee hope that the ne" 
team would be able to take effective measures to progressively improve 
the performance of the Company. 

5.23 While OD tbe one band there "as lack of experienced persons at 
the senior levels, on the otber band the Company had sutlered on aeconDt 
of excessive overbeads. No detailed analysis of the manpower require-
ments of the uoits aod Head Ollice was made. Tbe total expenditure on 
sal.rl.- aod allo"ances of officers and stall' durlol 11)82·83 was of the 
order of Rs. 1.05 crores 88 against Wage Bill of .Rs. 1.16 crores for 
Indostrial "orkers. The. Secretary of the Ministry conceded during 
evidence that tbe staff at tbe headquarters was more tban required. 1 he 
Committee find that a Review Commitlee on tbe working of the Company 
badobsenq as early as in 1'.175 tbat the headquarters stall of the 
Company was bigbt)" excessive and no commerelal undertaking witb a low 
ont-tnra like this Company c081d atlord sach I disproportionate load of 
administrative overheads. The Committee regret to note that but for a few 
half-hearted attempts, no serioul efforts bave been made over tbe years to 
rectify tbls posI lion. 

5.24 ,The Committee were Informed by the Maoagiog Director of 
the Company that qoestlon of exteat of sorplul ma .. power had been 
considered by tIte Board of the COmpaDY receatly aad complete ideotific-
atlon of exceas IDIlIIpower woald he made withiD six moatbs' tiIiIe. They 
bope that tbii excercise would be' completed as prollliBN sad the sorplos 
ma..,wer employed productively OD other Jobs. 

5.25 Dar.., the e,ldeltce, tile Secretary of the MiDlsCry made a 
point that employmeat or lIIItraiaed. dlsplacell pers88 was partly res-. 
poDsible {or low productivitJ aDd C8D8eqaent losses, ne Committee 
feel that on-jOb traiDlDa thougb osefel is IIOt saflieleat. 1 hey 
w'lUld. therefore, like to stre. that lOUIe eJDplo,wes from eaclt trade ... ay 
be protlded opiGrflllllty to reeei1'e sbort ..... tndIIiIIg lit' the Profotyfe 
De'eiopmeDt~-n.iDiD& C .... er Ja ....... 1lraiDiDI IlIStiCab to 
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tDable them to impro.e their skills. Those who receive such traioing 
(acUities may OD retum impart those technical skills to other persoDs of 
the Company in that trade. 

5.16 During their visit to some of the units, the Committee obsened 
that most of the operations, especially in the Footwear Unit aud Fruit 
Canning Units were done manually. The Committee feel that if some 
mechanisation Is Introduced in repetitive jobs, the production would 
increase. The quality would also improve; thus making goods competitive 
III market. 

5.27 The Committee wnuld also like the company to explore the 
possibility of deriving benefits or collaborating with well-kuown organisa-
tiOBS engaged In Research and Development activities relating to the 
operations of the Company with a view to improve the techuology emplo-
yed in its variOlls units. 



CHAPTER VI 

FINANCIAL MANAGEMENT AND OTHER MA TIERS 

(.4) Working results 

In view of heavy losses incurred by the Company since its inception 
in 1959, a number of Committees were set up by Government from time 
to ti~ to undertake detailed technical and financial appraisals of the 
working of various units of the Company so as to identify the factors 
responsible for continued losses and to suggest means for placing the 
Company on sound economic footing. Conversion of handloom units 
co-operatives of the workers, transfer of ownership of the industrial 
sheds to industrialists on hire-purchase basis with stipulation for 
employment of displaced p~rsons. reco~e;Y of arrears of rent and 
electricity charges from lessee industrialists, dispersal of H ad Office 
staff to the units to reduce administrative overheads, closing down of 
some units and transfer of certain units to other analgous public sector 
units, etc. were the main recommendations of these Committees. Most 
of the recommendations, however, could not be implemented and the 
company continued to incur losses. 

6.2. The cumulative losses as on 31.3.83 amounted to Rs.2922.72 
lakhs thereby wiping out the paid-Up capital of Rs. 411.20 lakhs and th. 
outstanding loan of Rs. 1796.05 lakhs. 

6.3 According to Audit the Management attributed (January 1981/ 
November 1981), the following reasons for the losses sustained by the 
Company:-

"(a) Originally the Company was being treated as a developmental 
and welfare organisation, the main function of which was 
to provide economic rehabilitation to displaced persons from 
erstwhile East Pakistan. The· commercial aspect of the 
Company was then treated as a secondary one. 

(b) The taking over of the uneconomic handloom units from the 
Government of West Bengal and subsequently c,?verting them 
to fac~ory units and introduction of w!LSC structure on the 
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recommendation of the 8th Tribunal Award increased the 
losses. 

(c) Most of the units of the Company are not properly planned 
and laid out. The engineering units of the Company cannot be 
called modern factories since there are deficiencies regarding 
balancing equipment. 

(d) As tbe main idea was to prJvide employment, the same figure 
increased gradually without looking into the cost structure and 
economic viability. The sale price in some cases has to be 
fixed at lower than cost to stand eompetition in the market for 
at least partial engagement of labour. 

(e) The manufacturing process in some cases has to be done 
• manually resulting in unavoidable increased labour cost. 

(f) As most of the employees are untrained displaced persons, the-
productivity was low. .... 

(g) Initially the Company had undertalcen a large nriety of nOD· 
commercial acti~ities which added to the tosses. 

(h) Non-availability of sufiicient working capital in time attributed 
to tbe decreased productivity a~ increased losses. 

(I) Rate of interest on loans taken by RIC both from Central 
Government and Banks is too high considering the. type of 
business carried out by RIC. 

(j) Central and State Government's concessions and subsidies are 
not forth-coming to RIC handloom 'units which are allowed to 
different small scale industries and co-operatires. 

(It) RIC with its vast overhead cost had to compete in the open 
market with small scale entreprenellrs for which no price pre-
ference is ~lIowed both by Central and State Governments. 

(I) Apart from the above, in recent years, floods and regular load 
shedding has helped to increase the I&ses:' 

While indicating the ractoIl responsible for Iosscsof the Company 
(which art •• r. or less the same as indicated above) the" Ministry stared 
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(September, 1982) that as a result of implementation of the levitalisation 
programme there is now a hope for t~e Corporation to turn the corner. 

6.4 In view of the continuous losses aggregting Rs. 880.7 lakbs 
(including cash loIS of Rs. 477.43 lakhs) incurred by the Company from 
inception to 1975-76, the Company approached the Government in 
April 1977 for restructuring of its capital. The proposal envisaged 
conversion of loan (Rs. 477.43 lakhs) into equity to the extent of 
accumulated cash losses; the treatmeit of balance loan (Rs. 213.12lakhs) 
as interest free loan for a period of 5 years, with a moratonuIIi on 
repayment during that period. 

6.5 At the instance of the Ministr~ of Supply and Rehabilitation, 
the Company, between october, 1980 and September, 1981 submitted 
feasibility reports in r~spect of its various units along with projections for 
production/sales, cash flow etc. for the period from H81-82 to 19,,0-9le 
The proposals included inter alia, conversion of loans to the extent of 
R.s.7oo lakhs (out of total loan burden of Rs. 1488.05 lakhs) into equity 
and waiver of penal interest amounting to Rs. 739'22 lubs. On tbe 
basis of the above proposals and projections the Ministry conveyed 
(November 1981) the following measures for revitalisalion of the 
Company: 

(I) Ceramic Unit and Electrical Aneillary Unit shou:d be closed 
down. 

.J,i 
(2) The four handloom units should be continued on a trial basis 

only for 2 more years, 1981-82 .and 1982-83 and their perfor-
mance closely watched. The handloom production should be 
diversified to improve earnings and attempt should also be 
made to form worken into co-operatives who can takeover the 
haBdloom sections progressively. 

(3) An loans outstanding on 31st March, 1981 to be interest free 
from lst April, 1981 to 31st March, 1986. 

(4) Moratorium for a period 85 years on repayment of instalments 
of all lOaDS outstanding as on 31st March, 1981. 

(5) For capital outlay in 1981-82 and 1982-93, RI. 1.16 crom to 
be made available by way of equity and loan in the ratio of 1:1. 
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(6) Grant of a non-plan loan of Rs. 1.84 crores for 1981-82 to 
l1Iake good the cash losses for the year and for workins capital 
requirement. 

(7) From 1982·836nwards, the Company to arranlte to meet its 
further workin! cilj)ital requirement froto commli~lI banks. 
No non-plan loan to be given from 1st Avril, 1982 

As a result of the Government's decisions mentioned at (3) and (4) 
above, the liability of the Company in respect of Government 10aOl 
(including normal and penal interest) amounting to Rs. 2502.93 la.ichs 
as On 31st March, 1981 would remain frozen during the period from 
1st April, 1981 to 31st March, 1986. 

6.6 According to th~ Animal RepOrt er tlie Cotnp8n~ flir the year 
1981-82 the Electrical Ancillary alii cenllbic Units of the Corporation 
were closed down itt 1981 alid the elDployees of the slla ndits were 
re-deployeCI in other uhits of tile Corj)oration. Till! pliilt and machinery 
were partly disposed of and partly thlitderted to otbt!' uiiitS; and the 
shed occupied by the Ancillary Qhit waS let out to NF'bC. In the 
Abnual Report ror 1982.83 it has alto ti= stated that lio aceeptable 
terms and edbditions ror Selling bUt of the derunct i:eraritit: flIctbty could 
yet be obtaitted. 

6.7 Asked about the efforts made to form eooperatm socictilS of 
han4100m work~s, the representative of the MiniJtry iDformed the 
Committee that workers did not want to form coolSonrtiYe societies. 
The trade unions threatened agitation if Government forced them. The 
Slate GovernmeM was aJto apinst it. 

6.8 As regards poor performance of the Company, the Mariaging 
Director stated in evidence before the Committee : 

"When the Company is producing io6ds wortli leii tIuui Ii crofe of 
rupees and payiog wages alnioiL RI. 2 d·ores a year, it is 
aCtually a very poor performanee. Out objective bas to be 
something like Its. 15 crores to caine to the bre&k even 
level:" 

6.9 In this coBDCCtion, the Secretary of tho Ministry alto "'ter alUJ 
ltMed : 

"ne reauIta of die Company are DGtrully satisfactory. We are not 
fu1I.y satiatied llDCl-evco W CbairmanrManagilll Director II 
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also not satisfied with the performJnce. We would certainly 
like to improve. The Government in the past was trying to 
find out how the Company's performanc~ could be improved. 
But it was ollly in'1981-82 that the Government took note of 
certain constraints faced by the Company. 

As reprds the reasons for heary losses, he added: 

"The Company suffered for two or three basic reasons. One was 
salary structure which was not competitive. Second was the 
product which was produced· could not mee - the market 
competition. Third was the amount of working capital which 
shoold have been generated to increa5e the total production 
was not readily available. It has been found that unlesS the· 
Company produced a turnover of not less than Rs. 1 crore per 
month, that is Rs. 120 I lakhs per year, it may not be able to 
break even. The Government's intention and the Company':J 
target ia to reach this figure in the next two to three years so 
that the company will start breaking even. Another thing that 
happened was that the company, instead of producing in the 
textile wing only cheaper varieties of cloth, has ~tarted 

producing high-cost textile products which are very favourably 
received in the market. That has also given the company a 
higher production value-wise, and the sales figures are also 
gomg up." 

6.10 When asked about the action taken op the recommendations' 
of various Departmental Committees, to make the Company viable, the 
Managing Ditectot of the Company stated : 

"From 1968 to 1980 six committees were appointed.-to go into. the 
causes of sickness of this company. By the time tli e report of 

'one ~ommittee came, another committee came in picture. 
With the result, the productivity n~ver pi:ked np. They are 
an small scale units cstalliilhed without any st~~ies made in 
the past ......... The basic problem was that n{) propetieasibility 

\ atudy was done whea these units were eatablished. The second 
thing was that the proble n was so gigantic and the people. did _ 
not go into fuller details as to what was required. When the 
problem' or iefugeescame, it .was a BUdden influx.· At ihat 
time it was not pomble to prepare tire tea sibility -repOrt. Once 
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a company starts losing, it becomes difficult to bring it on the 
Toad of recovery." 

6.11 tn this connection, the Secretary ()f the Ministry informed the 
Committee during evidence as under :- . 

"Various Committees were making various recommendations. The 
Committee which was appointed in 1980, took a very conscious 
decision how to make the Corporation more viable and profit 
earning one by having a revitalisation scheme worked out. 
So, the Government took into consideration the Corporation's 
constraints in October, 1981 and gave them the necessary 
finances on a very large scale. Then, we did get a very dynamic 
Managing Director. He had also his own team properly 
selected and then the Corporation was put in a better position. 
So, the Governmenf had a proper revitalisation scheme and 
the Government could put in· charge a good team properly 
selected and fOi tunately industrial relations a'so picked up. All 
these thing~ put togethe, the Corporation was put on a very 
good position." 

. 6 12 When enquired about the achievements made by tbe Company 
as a result of implementation of the revitalisation plan, the Committee 
were informed in a note as under :-

"The Corporation has already completed two years of the revitali-
sation plan. During these years, thero has been considerable 
improvement in the working of the Corporation. Both 
production and sales have picked. up sizeably. From the 
production of the value orabout Re. 1 crore during 1980-81, it 
ri>sc to about Re. 2.67 crores worth i.D 1981-82 and Re. 6.86 
crores worth i!l 1982-83. Similarly, sales .increased from about 
Rs. 1 crore worth in 1980-81 to about Re. 2.79 crores in 
1981·82 and Rs. 6.80 crores in 1982-83. There has also been 
reduction in cash loss. T·he cash loss during 1981-82 was 
Rs. r: 50 crores as against Rs. 1.70 crOres in 1980-81. The 
cash loss was further reduced to Rs. 0.90 crores during 1982-83. 
Since there has been some slippage in thc programme, thc 
revitalisation plan of the Corporation has been reviewed by a 
Sub-Committee of the Board of Directors. The Board of 
Directors have also approved the recemmendations made by 
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full S\lb-Co.all~itt~ ill their mect~1 Mid on 29 August, 1983. 
The entire working of tbe Corporation including the progress 
of implementation of the original revitalisation plan sanctioned 
in 1981, the modjfied projections now approved by the Board 
on the basis of the report of the Sub-Committee of the 
BQf.fcJ. Ilre under consideratiol;l of tile Depl'rt~ent of Rehabili-
taJio~." 

6.13 According to the note dated 27-9-1982 of the Department of 
Rebabilitation, the Company was expected to reach a zero loss figure by 
the end of tbe year 1982-83 after taking into consideration the various 
concessions lite interest holiday on loans for tbe period 1981-86, 
moratorium of S years in repayment of instalments of loans outstanding, 
lito. 

6.14.· On lIoing enquired if the Corporation has been able to 
~ evan in 1982-83, the Co~atioll haa in a ute stated as 
IoJlows:-

··AI per "RIC's records and the original feasibility report and 
projection, the Corporation was expected to make a profit of 
RJ. 4~1~ in. tbe; y~ 1982-83. H~j:Vcr, it haa not mealured 
uptp the ~iQR.o·· 

6.1 S Witb regard to the point at which tbc Corporation expected 
to f~h b~oak eyen, th~ Corpo~tio~ has informed that as per revised 
~sis of tbe w.or~ing of the Company and the projection made, the 
Corporat~n is, ~p~e4 to reach the break even in 1985-86. 

6.16 Subsequently, in a nole, RIC bal informed that the Corpora-
tion woqld brc;at-evenwitb a turnover of Rs. 18 crores provided a 
reali,tic al)d. beneficial capitel restrocturing is done;. The present debtl 
equity rati~ is yery !ldverse. However, with a turnover of about Rs. 18 
crores, there would not be any calh 10SI. The pr~nt debt-equity 
ratio iJ 4:1 as api~s~ Governmcnt policy of debt/cquity ratio of 1:1 in 
ge~lC~rll]. -.. 

(!J) Performance RevIew Meeti1lJJ 

6.17 In pursuance oftbc recommendations of tbe Committee Oil 
Pu~tic Undertakings made in 1967-68. ins ructi01!S were issued by BPE 
in 1969 for bolding regular performance review mcetinas of tbe under· 



69 

takings under thoir adminilltrative·control.Tho Dumbe~ of auch meetinss 
which were earlier required to be' not less than once in six months was 
raised to once in every quarter by the instructions issued in 1975. 

~18 When .ukcd about the number of performance review meet-
ings held by the Ministry since 1970, the Secretary of the Ministry 
stated : 

"It is a fact that no performance review meetings were held prior 
to 1981. We do not want to gloss over it. ........ Since 1981, 
they were being held. Two meetings were held, i. e. in Ianuary 
and December, 1981; then in March, August and December, 
19&2; and then in April, 1983, In luly, 1983, the Secretary 
herself reviewed. Another Ieview will be made by me." 

He further added : 

"The formal performance review meeting might not have taken 
place but the working of the Campany was being reviewed 
from time to time (1) when the budget came for scrutiny in tho 
Millistry; and (2) when tile reports of the various committees 
came to Government's attention. Gove(nment was trying to 
find out what should be done and at various tiDICS Government 
did issue variousinstractions aad direeti\C8." 

'19 The Committee regret to Bete that the Company had beeD 
inCUrring losses continnonsly since inceptioD and the acenmulated losses 
at the eltd ef the year 1912-13 were a staggering figure of Rs. 29.23 
erores. Conslderillg the way ill widell tile Company hd heen managed 
slaee tbe begbmilJl I18thlag better could be expected from it. Apart 
fYom the failares of the maDlllemeat, the Ministry of RehabilitatioD 
eonlcJ not also be said to hne discharged Its responsibility towards the 
~ompany under its control. O.e . of tile COlltribntory factors for the 
losses of the CompatIJ wall paaeity of faud.. ID view of the heavy losses 
!lufrered .y the CompaJl1 if raeecl severe retl4MltCH c_traipts forcing It 
to cort.D l'rocIndicill a" eeaseqneDtial llenier losses. It was expeeted of 
the MiDI!ltr7 to take timel, __ lor pfOYidillc adequate fiDancial 
support If It was eoavilieed., die ue' for ...... aIIC'e of the Company 
The Committee recret tdllOle1llat·· ~_ after tile t...,811)' approacbe4 
the Go.ellllllellt ·lii April; 1977 for I'fttrndur.iag its. capital ill view of 
tieavy lossesn&reti, bJ it,1t w" Mt _iI N.oHtnIIer 1931 that the 
Mini8tQ' IIecame aftft to 1IIe ............ es lor rent.us CllID of 
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the Company. In the meantime, - the CompaDy weDt fl'rther Into the rei 
acd tbe losses ,~bic3 were Rs. 880 74 la~bs upt 1975·76 went up :to 
Rs 261607 lakbs by the end of 1~80·81. Tbe Committee could ILd no 
.sacti~flictory explanation for this lack of timely decisioJ) is regard to 
1I:.italisatian of the Compall) which could bave belped in reducin& the 
hea,y losses of tile CompailY· 

620 The Minis ry also failed to discharge properly its functioD of 
monitoring and reviewing the perrormaDce of.the Company. Althougb 6 
Committees were set up at differeDt times to undertake detailed technical 
and fin,ncial appraisal of the working of tbe various DDits of tbe 
Company, it l"l regrettable tbat most or the recommendations of tbe 
COIl,mittees \\cre not i nplemented defeating th~ very purpose of appoint-
ing these Co;omittees. Further, in spite of clear instrnctions issued by 
the BnE in 1969 and 1975 for bolt1ing the performance review of meet· 
ing~, no such meetings were held till 1981, Even during 1981 anil1982, 
the review meetings have not been held every quarter as required uDder the 
guidelines Issntd by the BPJ': in 1975. The Committee regret to Dote 
that tile Ministry failed to discharge tbis important function in-spite of 
the fAct that the Company was iDcurring hnge losses since inceptioD and 
Its rl'gular. performance appraisal was, therefore, aU the more Decessary. 
The Committee hope that at least in futore the performance of the 
Company will be kept regularly UDder review on the basis of reports 
rectived under the ManagemeDt IDformatiun System as well as by holding 
Bctiou·oriented quarterly review meetings. 

6.21 Even after belated implemeDtalioD of the revitalisation plan. 
which provided the Company various eoocessiCHlI In regard to tbe liability 
of the Cqmpany iD respect of GovermneDt loans, the Company is Dol yet 
oul of the woods. The MiDistry expected that the Company would readl 
If zero loss Hllure by tbe eud of tbe year 1982-83. However, according 
to the latest assessment of the Company, it was expectl:d to reach break-
eveo point oDly iD 1985·86 and that too provided there is rcstrllcturing of 
the capital aDd the unfayourable debt-equity ratio is sui~bly altered. 
The Committee have beeDinformed that the eDtire workin& of the 
Company including the progress of implementatioD of the eri&iDa1 rev ita-
lisalioD plan and the mo4i1ed projections were lIIIIIer conaideratiea of the 
Deparlmeut of Rebabilitatioa. The Committee desire that the de6bera-
tions by the Deptt. should be expedited lUId measu.... taken to ensure 
that the COIDpU)' becomes IOOB an ecGIIomicaUy viahle Bait as otherwise 
il wmad lie dHlicaIt 10 julify its coatl .... ace .y loDger. 
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(C) ':xtra expenditure oj Rs. 3.75 lakhs in civil conslrllctiJn work under-
taken-by the Company. 

6.22 With a view to utilising surplus man'power, the Comrany 
secured (August 1976) a work order from Coal fndia Limited (Easlern 
Divison) for construction of regional and unit workshops including 
administrative and other buidings, roads, boundary walls, drainage system 
etc_ at different collieries in Asansol Coalfield area for Rs. 2 crores, on 
tum-key basis. The masonary walls of the regional workshops at Ukhra 
and Mugma and unit workshop at Nabokajora constructe.d by the 
Company at aeost of Rs. 7 lakhs collapsed due to a cyc\on i.l March,' 
May; 1978. A Committee was set up (April. 1978) by the Company to 
investigate into the caus"s of the damage of the walls. The Committee 
in its report of April, 1978 on damage to the brickwalls of workshops at 
Ukhra and Nabokajora. attributed the damage, itfter alia, to the use of 
substandard materials ond defective construction The investigation in 
respect of Mugma was not conducted as the walls were constructed by 
the sa~e contractor based on a similar design. Walls were reconstructed 
by the Company at a cost of Rs. 9.75 lakhs. No resp'0nsibilitv was, 
however, fi1(ed for the lapse (November. 1981). The Ministry had 
desired (1178) :t rep'Jrt on the subject from Eastern Coalfields which has 
not been recdved by the Ministry so far. The Ministry stated (June, 
1982) that efforts were 8ti1l being made bv the RIC. to get the report 
from the Eastern Coalfields Limited and fixation of responsibility could 
be examin~d only after the report was received. 

6.23 When enquired about the nature of the report sought from 
Eastern Coalfields Ltd .. and whether the report has been received fram 
them, Rehabilitation Industries Corporation in a written reply stated :-

"For having impartial view on the collapse of wan~, Mis. ECL were 
requested to conduct investigation 'into the matter. No report 
has been received despite several written requests." 

6.24 Asked about the justification for the abnormal dday in 
fixation oi responsibility for the lapse involving considerable loss to the 
Company, the Committee were informed by REC as under :-

"Fixation of responsibility has not been possible as yet owing to 
non-receipt of the report from M Is. EeL. Moreover, all res-
ponsible officers either left the Company or their services have 
been terminated." . 



72 

6.15. The Committee take a Ieriou new of the fad that tile 
CompIUIY bn resorted to lise of slIb-stalldard material ia CiTiI coutruc:-
dOD work for lUIotber Public Sector Compaay (Coal India) alld had to 
iJICIIr .. 114ditloaal COlt of Rs. 3.75 iakhs ... recoastraetioa of the 'efee-
tift walls. Ait-lil tile malter had come to the DOticIe of the M..atry 
ill 1"., DO a~ h .. beea takell so far toix tile respouibiilty. ne 
COIBIDIttee regret to .ll8fe die iIlordlDate .Iay ill tIais rei_ ... de*e 
that the eaquiry sboid. be expe.lted... action tuea .... t the ,ailty 
pertODl. 

NEW DELHI; 
!11 April. 1984 
ffibGkhll. 1906 (stili"" 

.. 

MADHUSUDAN V AIRALE. 
Chaimum, 

. Committ~e pn PubIiJ: U"tlmakin;; . 



APPENDIX 

Statement of Conclusions! Recommendations of the Committee 
1M Pilblie- Undertaki"g~ C<1JfIained in the Report 

S. No. Reference to 
"Para' No. Tn 
the Report 

Conclusions/Recommendations 

I. 

2 

1.14 

3 

The Rehabilitation Industries Cor-
poration was set up in 1959 with the main 
.objective~f providi.ng employment to the 
displaced.persons from East Pakistan (now 
BangladeshI through industrial develop-
mel\t. The number of displaced persons 
employed by the Company was, howeveJ', 
,on)y2609. Even taking into consideration 
the indirect .employment provided to the 
displaced persons by the parties to whon 
loans or industrial sheds have been given by 
the Compauy, the number of persons who 
bad found direct and indirect employment 
through various activities of the Company 
was only 5296. Considering the magni-
tude of the problem, the Company has 
thus played a very limited role in provi-
9ing employment to the displaced persons, 
On the other hand, the Compacy had ill 
the . process incurred a colossal loss of 
RI. ~9.23 crores upto the end of 1982-83, 
as against the paid up capital of Rs. 4.11 
crores· 

1.15 The Managing Director, in his 
evidenoe before . the Committee admitted 
that the Cdmpany acted until recently as 
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a relief organisation following the path of 
dole-oriented culture. It was only from 
1981-82 that attempts have been made to 
tum the corner and to adopt a commercial 
approach, The Committee are surprised 
to find that there has been lack of decision 
even in regard &0 the basic approach of 
the Company in its functioning. 1t wOlild 
not have been so, had comprehensive aims 
and objectives of the Company been laid 
down. Although it was in November, 
1970 that the BPE bad requested all 
Ministries to lay down objectives and 
obligations fOT each public enterprise 
nnder their administrative control it is 
only recently that an exercise has been 
started by the Company in this regard. 
The Committee hope that the objectives 
and obligations as envisaged by BPE 
would now be finalised expeditiously and 
approval of the Mini.try obtained. 

In regard to objectives of the 
Company, the Committee are unable to 
agree with the view expressed before them 
(hat it was tery diffieult ror the Company 
to achieye the twin objectiYes of finding 
employDient for refugees and at the same 
time to be an economically viable unit. It 
lias been conceded that there were various 
other. schemes for looking after the rehabi-
litation of displaced persons. If, in spite 
of these scheines. the Government decided 
So set up Rehabilitation Industries Corp!> 
ration as a Company under the Compani~ 
Act, it was suppoaed SO function on com-
mercial lines and should have been 
managed as an economically viable conJ 
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cern. The Committee are of the opinion 
that working of the Company' on commer-
cial lines was not incompatible with its 
objectives of providing employment to the 
displaced persons. As pointed out by the 
Departmental Committee appointed by the 
Ministry in 1974, an industrial under-
taking which is viable is in a better posi-
tion to provide the kind of meaningful 
rehabilitation to the displaced persons. 
The fact that there has been improvement 
in the performance of the Company during 
the last two years shows that the Company 
could be made a vinble concern. Evidently, 
it has not been managed well earlier. 

, The Committee desire that effective 
steps should .now be taken to ensure that 
the Company becomes soon an economi-
cally viable unit as otherwise it would be 
difficult to justify its continuance as a 
Government Company under the Compa-
nies Act. 

The Company had been carrying 
on 3 main activities viz. industrial financ-
ing, industrial estate management and runn-
ing of industrial and commercial activities. 
Under the scheme of financing the Company 
granted loans to industrialists etc. to help 
set up new industries and to expand exist-
ing ones with the object of creating more 
employment· potential for ddplaced per-
sons. The various criteria to be considered 
while granting loans were the security 
offered. employment potential to be 
<:I'"ted, viability and technical soundness 
of the schemes. competence and intearity 
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of the loanee industrialists, etc. During 
the period 1959-60 to 1911-12 the 
Company disbursed loans to 43 loances to 
the extent ofRs. 119.51 lakbs after ~hich 
the activit, was confined to the recovery 
thereof. the perr~rmancc of the Company 
in regard to this activity has bem di8a~ 
pointing. It failed to enforce tile condition 
of providing employment to the displaced 
persons as committed to by the industria-
lists, the number of displaced perSOILl 

actually employed being 2105 as against 
the commitment of giving employment to 
4679 persons. The recovery of the loan9 
from the loances has also been extremely 
poor. As against an amount of Rs. 119.51 
f!ikhs disbursed to .arious parties an 
amount of Rs. 115.41 laths (Rs. 66.55 
lakhs on account of principal and 
Rs. 4S.92 lak!!s asinterest accrued therean) 
remailled'outstanding, ollt of whith an 
atnount ofJts. 105.95 lakhs was considered 
dbubtful debt aDd provided fer as such in 
the accounts. 

~ From the facta stated above, the 
Committee cannot help concluding that 
thCl'.e had been nopropef appraisal of the 
Jo.ad appJications to ensure credit worthi. 
BeSS or die patties alld soundnC8s of pro-
jects before ,tallting them the loans. 
, ":P There had beell inorllinate delays in 

takitlg.actioa for the recovery of t.he loans. 
FUHlstaruz. in the case of one eoncern 
flOlll;,wholll8n alllount of Rs. 42.73 lakhs 
.... cnltstalulmg and which did not pay 
efeIII the- 'lint instalment in time it was 

. after 1 yeM'!I of the default in payment that 
• legal notice was issue4. EYen thereafter, 
110 prompt follow-up action was taken 

~-~---=~----------------------~--~ 
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e~pt wung again a solicitor's notice and 
tbat too, 4· years afner the earlier notice. 
The claim of the Company is now pending 
with the cOl!lOlissioner of payments as the 
debtor -COllCorn has since been nationali-
sed. .1n aaQther case, legal action fot 
realisation of outstanding dues against the 
concern which had failed to pay even the 
Ihst instalment was initia ted after 8 years 
of tbe default. Yet in another case, no 
action was taken for default in repayment 
of duesam~nting to Rs. 13.0S lakhs by 
8 Corporation Societies till ~hey stopped 
operations.and went into liquidation. The 
reuons adllllnced for the inordinate delays 
in realising,the dues are hardly convincing. 
The Commiuee regret to note that the 
maclliDery which existed in the Company 
for the .. recovery of loans was not effective 
and there had been lack of serious efforts 
to recover . the loans from the defaulting 
parties. As.a result, the Company is 
likely to suffer a loss of over Rs. 100lakhs 
OQ thts activity. The fact that tbe CompBllY 
failed to recover the amount due even 
f,rom. the socieities in ·which it actively 
partiClipated. in management is only indi-
CIIltive·,of, tile failures of the officers to 
safeg~rd. the interests of the Company. 
1bet::ommi~ee have been assured tbat the 
SQQ.i<n.qfficcrs of the Company are now 
~'1jewing .~ . .debt cases from time to time 
and lakias -effective steps foc recovery of' 
the. outstaDd~g dues. They hope that the 
qUer ~ be vigorousfy pursued to 
effect rcx:overies as rar as rossible. 

The Committee find tfsat in the case 
of powerloom cooperative socieites, 

--~~~~~---------------
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despite the fact that the Company was the 
sole supplier of raw materials. sole selling 
agent of finished products and has also 
assumed the responsibility of supervising 
the activities of the socieities, the Com- . 
pany was likely to lose the entire amount 
of outstanding loans and advancer of 
Rs. 98.02 lakhs on account of poor perfor-
mance of the societies. The societies are 
stated to have suffered losses as due to 
dearth of funds the Company could not 
feed them with requisite raw materials,. etc. 
resulting in payment of idle wages. Having 

. decided to set up these societies and having 
taken over the responsibility of supplying 
raw meterials and marketing of products 
etc., it was expected of the Company to 
provide necessary inputs. The Committee 
hope that in case the Company decides 
to energise the powerlooms again after 
the licences are transferred to them, effec-
tive steps would be taken to :make them 
viable. 

The Company's performance in the 
maUer of industrial estate management 
has been disheartening. Large areas of 
land (181 acres) were taken over on an ad 
hoc basis without proper assessment of the 
need. Over 60% of the acquired land 
(112 acres) was not put to any use and 
was surrendered to the State Government. 
after a lapse of 14 to IS years. The 
objective of providing employment ~the 
displaced persons was also served to a 
limited extent as the lessees provided 
employment to only 582 displaced persons 
as against the commitment made for 
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employment to 1626 displaced persons. 
Inspite of the directions issued by the 
Government, the Company failed to take 
measures to see that the commitments 
made for the employment of displaced 
persons was effectively enforoed. 

The Committee are surprised to 
note that the agreements entered into with 
the lessees were defective as these did not 
provide for an enabling clause rur revision 
of rent/licence fee WIth the result that ~be 

re~t cmbanced by the Company in accor- . 
dance witb the Government of India 
orders,,;:ould not be recovered and it had 
to suffer a loss of Rs. 29.37 lakhs on this 
account. Strangely enough, even in case 
of lease agreements executed' with some 
lessees "from December, 1974 onwards 
which contained a clause enabling the 
Company to enhance tbe rates of rent, no 
recovery of enhanced rents was made from 
them. Worse still, a large amount of rent 
and electricity charges amounting to 
RI. 40.75lakhs as on 31-3-1983 remained 
outstanding against the lessees out of 
which Rs. 10.63 lakhs were considered as 

. doubtful debts and were providd for as 
such" in the accounts. 

The Committee regret to note that 
inspite of Instructions. isslled by the 
Ministry in pursuance of the report made 
by tbe Board of Rebabilitation in 1968 
to the effect that the Company should 
like immediate steps for. recovering the 
outstanding dues from the defaulters and 
to see that the commitments made for 
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employment of displaced persons is 
oiIectivelyenforced, no concrete measures 
were taken in this direction. They have been 
informed that legal action has now been 
taken agaillSt some of the tenants for the 
realisation of the outstanding dues and in 
some .otbcF. cases out of court actions have 
been initiated. The Committee hope that 
:there 'would be no further laxity in this 
regard and .ll out efforts will be made to 
recover the dues. 

In 1969 the Board of Rehabilitation 
had suggested that industrial sheds should 
be passed, on to industrialists on hire 
~r~ basis with the stipulation of 
Gisplaced porsons employment for a period 
;of at i4ast·jve years. The Board was of 
.ho·viollV,~hat this would help the Company 
to reeo"or Q)nsidorable capital for future 
iBvOltment., According to the Ministry 

.. the,hire.;purchase system could not be 
ilnplemen~ because the land on which 
~ w,ero constructed was yet to be 
tr,-D$ferre4 by the State Government to 
RJC· 

The Committee regret to note that 
the Company had not been able to settle 
the question of transfer of land with the 
State Government all these years. How-
ever, now that the State Government has 
agreed in principle to transfer the land in 
the name of the Company at a token value 
of Re. 1/-. the matter may be pursued 
vigorously and all connected formalities 
completed expeditiously. The question of 
sale. of sheds to the industrialists on 
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hire-purchase basis should be considerCd 
seriously . 

. (," . " 

The Committee are unhappy at the 
poor perf~rmance of the' industrial 
and commercial units of the Company. 
All the units wi1!t the exceptio.n 
o'f one had incurred heavy losses 
'~nd are ~ainlY responsible for the cumu-
laJive loss ot Rs. 29.23 crores suffered by 
the 'CoriJpany upto the end of 1982-83. 
fhe Coml11i~tee find that the various unitl 
were set up!taken over from the State 
Governmenis without any planning and 

, _ . ::' ~. 'f 
witho~fgiviDS any thought to their techno-
economic viability. For instance, tbe 5 
'bandloom uRits which have accounted foc 
a slibSta'ntial part of the total loss were 
taken "over from the Government of West 
Be.~gal and run as factory units whell 
admittedly such units are normally run 
~s a cOttage industry or as cooperative 
~~!r;\tj~ •. '~trangely eoougb, the Company 
49cided to run these centres initially for 
il.' li,~ii~ period and then to hlilld them 
~.!pf ~~ 1h~ cooperative societies_ deci-
~io,n wN~ coulc1 not be subseqaent1y 
iinplemented owing to asitation launched 
by the wOrk~ and 1Itaff against such a 
ttanst~ . .'The Committee would like to 
poi~tol1t tJ.tat the objective of providin, 
employment to displaced pCII'SOD1l WM nat 
lIi~ss~r:i'y served by ,Wins lllem ~ir~ 
employment btlt could' wei be achIeved 
by·· .. eias aa intrtrllment for perationof 
eInptOyDieot. Theyeee 00 reason why 
the baDcnOOm units could not 'be organise4 
as' c;,oPcritives from the very beginning 
and' the . required managerial and financial 

It • 
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inputs provide(f to them. Had this been 
done much of the losses incurred by t~e 
Company on account of running them as 
factory units could have been avoided. 

The Committee also find that not 
only tbe,e units as well as other units were 
aet up without proper planning but even 
subsequently IrO steps were taken for their 
reorganisation. As far back as 1972. the 
Ministry'had decided that in view of heavy 
losses being incurred by the Company a 
thorough reorganisation was needed and 
with this en j in view it was considered ne-
cessary to close down the units which were 
commercially not viable and which had no 
prospects of beina made so in future, and 
instead to develop new product oriented 
units ou the advice of qualified techuicians/ 
consultants. It is distressing to find that 
no serious efforts were made to reorganise 
the various units to make them viable as 
decided. It should not havebeeu difficult 
to do so without sacrificing the objective 
of keeping persons in employment as they 
could have been absorbed in the new 
organised units. ,The Committee would 
like to be informed of the reasons for 
this failure result ina in heavy loss of public 
funds. 

the production perrormance of the vari-
ous units presented a dismal picture. It 
was not until 1980-81 that the installed or 
attainable capacity of various nnits had 
been fixed. The Committee could get no 
satisfactory explanation for this faill.re. 
Even with reference to capacity fixed 
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lately. out of 13 running units the capacity 
utili,ation in 1982-83 in 12 of them was 
below 60% and in 3 of them it Was even 
less than 30 per cent. The production 
was far below even the targets filted every 
year. As against the prescnt break even 
point of Rs. 18 crores the annual produc-
tion ranged from Rs: 53 lakhs to Rs. 170 
tuhs during 1973-81. Even after belated 
implementation of the revitalisation plan 
in 1982, the value of" production was 
Rs. 6.&6 cr~res in 191:.2-83 and this has 
again slipped to anticipated Rs. 5.30 
crores in 1983-84. Not only the production 
was low but the products manufactured 
were in many cases of inferior quality and 
of out-dated designs. . There was also lack 
of quality control. In one of the Fruit. 
canning units of the Company a loss of 
Rs. 1.37 Iakhs was incurred as the Pine 
Apples slices eltported to three parties 
were found to be unfit for human con-
sumption. They Committee view with 
concern the poor pert'ormance of the 
Company resulting from mismllJlagemcnt • 
. Iack of foresightedness and business 
prudence. They desire that etrectiue 
measures be taken to increase the produc-
tion in these units at least to the br.eak 
even level at the earlit:llt. 

The sales performance (If the CODl-
paflY was equally bad. There was heavy 
accumuiation of finished goods on account 
of faihuc to make propel aarket study 
and to produce goods as per demand. 
Accumulated stOCD had to be disposed of 
« heavy Josacs. For instance, 19126 pailll 
of shoes were sold in December, 1975 at 
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an IncreClibly low price i.e. of about Rs 4 
I'd pair on an average. Similarly, the 
liilndloom products worth Rs. 7.20 lakha 
had to be disposed of in 1911-72 at un-
usually high rebate of 45%. The canned 
fruit worth Rs. 3.78 lakhs had to be 
written off as these had deteriorated in 
quality on account of long storage. The 
COiDlnitlee are distressed to find that the 
marketing and production planning left 
much to be desired. Tbey would stress 
the need for qualitative strengthening of 
the sales and marketing organisation of the' 
Company to ensun: tbat the Company is 
able to .ell wbat it produces. 

. . 

The Company also suffered OD 

aecoJlnt of ineffective cost control. Most 
of die products were sold below cost and . 
in some cases the sate price did not cover 
4!ven tbe direct cost (material and labour). 
Am~ingly tbere were instances in leather 
works unit. wbere tbe sales·· value of 
pfoductionwas even lower tban tbe value 
9f materials consumed. Thus, it would 
nve been more economical ro pay idle 
wages than to produee . 

tbe labour productivity was ex-
ceedingly iow in various units. Tbe value 
added per man month was far belowtbe 
~verase emoluments. In handloom units 
in 198&-81, the value of production per 
worker was only IS per cent of ahe averag: 
walcs. It is distressing to find that little 
eft'otta had been made until recently to 
lbipr~e labour productivity by taking up 
production of high value items requirin& 
manual skills and to train the worie" to, 
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doing such jobs. Had this been done 
earlier, the mlnpower available to the 
Company would have be;ome an asset 
instead of being a liability. The Committee 
desire that at ieast now there should be 
conscious planning towards making best 
use of human resources so lhat the Com-
pany is able to redue its cost of produc-
tion and its products are competitive in 
the·market. 

The Committee find that there are 
several de/iciencics in the costing and cost 
control system. In spite of the fact that 
~~ine of deficiencies in cost control had 
hcl:n poirited oui by the C&AG in his 
C" , • ": ·reports since 1979, they are still persisting. 
The COmmittee desire that an efficient cost 
control system suited to the industrial and 
~ommercial activities of the Corporation 
be introduced early by the Company 
taking ,into account the various deficiencies 
pointed out by the C&AG. 

In this connnection the Committee 
tegret to note that although the Secretary 
of the Ministry had assured the Com-
mittee that the cost accounts manual 

. ~uid bc ready by the end of the year 
tgs3, it hilS not yet been finalised. They 
ac:liire that it should be finalised without 
furtHer delay. 

The CompallY had sutl"ered on 
aCcount of organisational deficiencies and 
lack of proper manpower planning. There 
IIad blea f1"equent changes in the top 
lfiaiullement. During a period of 8 years 
from 1973 to 1980 there were as many as 



2 

23 S.23 

86 

3 

S-changes in the incumbents to the post 
of Managing Director. There is no gain-
saying that such frequent changes at the 
top level adversely affect the performance 
of any organisation. There has to be a 
careful selection of the top executives to 
ensure continuity in top management for 
a fairly long period. There was also lack 
of experienced persons in. senior level 
positions: Some of the units were headed 
by persons without any technical qualifi-
cations although the job content of the 
units was of a technical nature. Regrettably 
even after this deficiency had been pointed 
out by a Departmental Committee in 1971 
no aerious efforts were made for qualita-
tively strengthening the various units by 
induction of experienced officers. The 
Committee were assured by the Secretary 
of the Ministry that with the appointment 
of new MD there were changes in the 
senior level positions and these were now 
being held by qualified persons~ The 
Committee hope that the new team would 
be able to take effective measures to pro-
gressively improve the performance of the 
Company. 

While on the one hand there was 
lack of experienced persons at the senior 
levels, on the other hand the Company 
had suffered on account (\f excessive 
overheads. No detailed analysis of tho 
manpower requirements of tbe units 
and Head Office was made. The total 
expenditure on sal8rics and allowanceS of 
officers and staff during 1982-83 was of 
order of Rs. 1.0S crores a8 against Wage 



2 

24 5.24 

25 S.25 

c--· 

87 

3 

Bill of Rs 1.16 crores for industrial 
workers. The Secretary of the Ministry 
conceeded during evidence that the staff 
at the headquarters· was m~re than 
required. The Committee find that a 
Review Committee OJ;! the working of the 
Company had observed as early as in 1975 
that the headquarters staff of the Company 
was highly excessive and no commercial 
undertaking with a low out·turn like this 
Company could afford such disproportio-
nate load of administrative overheads. 
The Committee regret to note that but for 
a few half-hearted attempts, no serious ' 
efforts have been· made over the years to 
rectify this position. 

The Committee were informed by 
the Managing Director of the Company 
that question of 'extent of surplus m"n-
power had been con$idesed by the Board 
of the Company recently and complete 
ideatification of excess manpow~r would 
be made within six months' time, Thc.y 
hope that this exercise would be completed 
as promised and the surplus manpower 
employed productively on . other jobs. 

During the evidence, the Secretary 
of the Ministry made a point that employ· 

. ment of untrained displaced persons was 
partly responsible for low productivity 
and consequent losses. The Committee 
feel that on-job training though useful is 
not sufficient. They would, therefore, like 
to stress that somo employees [rom eacil 
trade may be provided opportunity to 
receive short term training in the Proto-
type Dcvclopment-cum-Traftling Centres 
or Indutrial Training Institutes to enable 
them to improve their skills. Those who· 
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receive sucb training facilities may On 
return impart those technical skills to 
oJber per,ons of the Company in that 
trade. 

During their visit to some of the 
units, the Committee observed that most 
of the operations, especially in the Foot-
w~ar Unit and Fruit Canning Units were 
dOlle ma:nually. The Committee feel that 
if some mechanisation IS introduced in 
repetitive· jobs, the production would 
ipcrease. The quality would also im-
prove; thus making goods competitive in 
market. 

The Committee would also like the 
Company to explore the possibility of 
deriving ~nefits or collaborating with 
weJI'I"lOwl) organisations engaged in 
~e$earcl! .nd Development activitiesrela-
tin$ to th~ operations of the Company 
wiJh II view to improve the technology. 
FqJplo)'~ in its vaoiaus units. 

The Committee regret to note that 
the Company had been incurring losses 
continuously since 'inception and the 
accumulated Ipsses at the end of the year 
1982-83 were a staggering figure of Rs. 
29.23 crom. Considering the way in 
which the Company had been managed 
siace the beginning nothing better could 
be expected from it. Apart from .the 
failures of the management, the Ministry 
of Rehabilitation could not also be said to 
hllVC d*harged its responsibility towards 
the Company under its control. . One of 
the contributory factors for the losses of 
the Company was paucity of funds. In 
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view of the heavy losses suffered by the 
Company it faced severe r,sources cons-

. traints forcin,; it to curtail production and 
cODsequential heavier losses. It was 
expected of the Ministry to take timely 
measures for providing adequate financial 
support if it was convinced of the need 
for continuance of the Company. The 
Committee regret to note that even after 
the Company approached the Govern-rent 
in April, 1977 for restruc,uring its capital 
in view of heavy losses suffered by it. it 
was not until November 1981 that' the -
Ministry became alive to the need and 
took measures for revitalisation of the 
Company. In the meantime, the Company 
went' further into the red and the losses 
which were Rs. 880.74 lakhs upto 1975-76 
went up to Rs. 261647 lakhs by the end 
of 19110-81. The Committee could find 
no satisfactory explanation of this lack of 
timely decision in regard to revitalisation 
of the Company which could have helped 
in reducing the heavy losses of the 
Company. 

The Ministry also failed to dis-
charge properly its function of monitoring 
and reviewing the performance of the 
Company. Although 6 Committees were 
set up at different times to undertake 
detailed technical and financial appraisal 
of the working of the various units of the 
Company, it is regrettable that most of the 
recommendations of the Committes were 
not implemented defeating the very pur-
pose of appointing these Committees. 
Further, in spite of ciear instructions 
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issued by the BPE in 1969 and 1975 for 
holding the performance review meet-
ings. no such meetings were held till 1981. 
Even during 1981 and 1982, the review 
meetings have not been held every quarter 
as required under the guidelines issued by 
the BPE in 1975. The Committee regret 
to note that the Ministry failed to 
discharge this important function in-spite 
of the fact that the Company was incur-
ring huge losses since inception and its 
regular performance appraisal was. 
therefore. all the more necessary. The 
Committe hope that at least in future the 
performance of the company will be kept 
regularly under review on the basis of 
reports received under the Management 
Information System as well as by holding 
action-oriented quarterly review meet-
ings. 

Even after belated implementation 
of the rcvitalisation plan which provided 
the C)mpany various concessions in 
regard to the liability of the Company in 
respect of Government loans. the Company 
is not yet out of the woods. The Ministry 
expected that the Company would reach 
a zero loss figure by the end of the yea r 
1982-83. However, according to the 
latest assessment of the Company. it was 
expected to reach break-even point only in 
1985-86 and that too provided there is 
restructuring of the capitai and the un-
favourable debt equity ratio is suitably 
altered The Committee have been infor-
med that the entire worldng of the 
Company including the progress of imple-
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mentation of the original revitalisation 
plan and the modified projections were 
under consideration of the Department of 
Rehat-ilitation. The Committee desire 
that the deliberations by the Deptt. should 
be expedited and measures taken to ensure 
that the Company becomes soon an 
economically viable unit as otherwise it 
would be difficult to justify its continuance 
any longer. 

The Committee take a serious view 
of the fact that the Company has resorted 
to use of sub-sLndard material in Civil 
construction work for another Public 
Sector Company (Coal India) and had to 
incut'an additional cost of Rs. 3.7S lakhs 
on reconstruction of the defective walls. 
Although the matter had come to the 
notice of the Ministry in 1978, no action 
has been taken so far to fix the responsi-
bility. The Committee regret to note 
the inordinate delay in this regard and 
desire that the enquiry should be expedi-
ted and action taken against the guilty 
persons. 

Akuhdeep PriDten, 20, Ansari Road, Daryagaoj, New Delbi.Il0002. 
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