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INTRODUCTION

1, the Chairman, Committee on Public Undertakings having been
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 the working of the Company
was mainly based on.the Report of the Comptroller and Auditor
General of India, 1982, Union Government (Commercial) Part II.

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

4. The Committee considered and adopted the chort at 'hexr
sitting held on 21 April, 1984.

5. The Committee wish to express their thanks to the Ministry o}
Labour and Rehabilitation (Department of Rchabilitation) and
Rahabilitation Industries Corporation Ltd* for placing before them the
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 Committce also place on record their appreciation of the
assistance rendere 1 by the Comptroller and Auditor General of India.

MADHUSUDAN VAIRALE,
NEw DELHI ; Chairman,
April 27, 1984 Committee on Public Undertakings.

Vaisakha, 7, 1906(Saka)




CHAFTER I
AIMS AND OBJECTIVES

The Rehabilitation Industries Corporation Ltd. was set up in 1959
" with the prime object of providing employment to the displaced persons
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 addition, the Company had been granted long term loans by
Government of India. The total amount of loans and interest due
arﬁoﬁnfed to Rs. 28.50 crore.

The Company had been carrying on three main activities viz.
industrial financing, indust rial estaje management and Industrial and
commercial activities.

1.2 During evidence of the representatives of the Rehabilitation
Industries Corporation L‘td., the Committee enquired as to the extent to
which the primary objective of providing employment had been achieved,
the Managining Director of the Rehabilitation Indusiries Corporation
infprmed the 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 number of displaced persons/migrants and local people who
were given employment as on 31.3.1983 by the Company or threngh the
Company’s schemes was as follows :—

Sl.No. Employer * No. of heads ag on Total
31st March, 1983
D.P. Non-D.P.
1. R.IC. Ltd. 2609 136 2745
2. Loanee Parties 2105 - 2105
3. Occupants of
Sheds 582 543 1125
Total : 5296 679 5975
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1.4 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 undertakings
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 structure 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.

1.5 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 1990-91 had been approved in October, 1981.
According to audit, however, the approved plan relates to only targets for
a decade and not precisely to the objectives and obligations in terms of
Bureau of Public Enterprises instructions. In this connection, the
Corporation, in a written note, informed the Committee :—

*Exercise has already 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 lines and instead it acted as a relicf 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 though the organisation has been looking
forward for the same.”

1.7 When enquired why the financial and cconomic objectives of
the Company were not clearly spelt out as envisaged in the instructions
issued by BPE in 1970 and how in the absence of the specific parameters
the performance of the Company was being reviewed by the Ministry,
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the Secretary, Department of Rehabilitation stated :—

‘“We had 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 issued 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, very 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 prov}iding
employment to displaced persons was served only to a limited extent,
the Secretary stated :

“It 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 in 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 therefore, the
commercial aspect was considered sccondary. Now, the em-
phasis is on commercial viability.”
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1.12 In this connection the Committec drew attention to the
following recommendation of the 1974 Departmental Committee :—

““While the overriding objective should indeed be rehabilitation of
'displace‘d persons, note has also, at the same time, to be taken
of the methods and costs so that the opportunities for rghabili-
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 the displaced 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 sigaificance.”

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

““This qtiestion has been repeatedly under examination. Even now
we are 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. Governmient should seriously think about it.”

1.14 The Rehabilitation Thdustries Corporation was set up in 1959
with thé miafn objective of providing employment té the displiced persons
from East Pakistan (now Bangladesh) through industridl development. The
number of displaced persons employed by the Company was, however,
only 2609 Even takmg into consideration the indirect employment
provnded to the displaced persons by the parties to whom loans or indus-
trial sheds have been givea by the Company, the number of persons who
hid found direct and indirect employment throngh various activities of
the Company was only 5296. Cousidering the magnitude of the problem,
the Company has thus played a very limited role  providing employment
to the displated persons. On tlie other hand, the Company had in the
process incurred a colossal loss of Rs 29.23 crores upto the end of
1982-83, as agaiast the paid up capital of Rs. 4.11 crores.
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145 The Managing Director, in his cvidence before 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 turi the corner and to adopt a
commercial approach. The Committee are surprised to find that there
has been lack of deciseon even in regard to the basic approach of the
Company in its functioning. it would not have been so, liad comprehen-
sive aims and adjectives of the Company becn laid down. Although it
was in November, 1970 that thé BPE kad requested all Ministries to lay
down objectives and obligations for each public enterprise under their
administrative contro!, 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 Ministry obtained.

1.16 1In regard to objectives of the Company, the Committee are
unable to agrec with the view expressed before them that it was very
difficult for the Company to achieve the twia objectives of finding c:zploy-
ment for refugees and at the same time to be an economically viable unit.
It has been conceded that there were various other schemes for looking
after the rehabilitation of displaced persons If, in spite of these schemes,
the Government decided to set up Rehabilitation Industries Corporation
as a Company under the Companies Act, it was supposed to function on
commercial lines and should have been manazed as an economically viable
concern. The Committee are of the opinion that w'okking of the Company
on commercial lines was not incompatible with its objective of providing
employment to the displaced persons. As pointed out by the Departmental
Committee appointed by the Ministry in 1974, an industrial undertgking
which is viable is in a better position 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 yea's
shows that the Company could be made a viable concern. Evidently, it
has not been managed well earlier.

1.17. The Comniltlee desire that effective steps shotld mow be
tikeh t0 ensure that the Coifipany becoines $0on 4n ecomomically viable
unit as otherwise it would be difficult to jastify its coatinuance as 2
Government 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 potential for displaced persons. The various criteria consi-
dered while examining the loan ;applications were the security offered,
employment potential to be created, viability and technical soundness of
the~schemes, competence and integrity of the loanee 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-lending 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 instalments
of principal and interest.

2.2 The Company sanctioned Joans 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 4675 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 has 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 loanee 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.Ps was
6
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to recall the entire loan and 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 due 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 that the outstanding loan was
recoverable from 25 loanee parties (including 12 Co-operative Societies)
only out of which the management of 3 firms has been taken over by the
Government of India. The amount involved is Rs. 42.91 lakhs. The
claims against these firms have already been lodged to the Commissioner
of payments. Number of persons given employment by these 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
comesto Rs. 4.77 lakhs.

2.7 It was also noticed that although an amount of Rs. 50.17 lakhs
was recovered from the loanees upto 31st March 1981, only a sum of
Rs. 28.40 lakhs was repaid to Government, the balance ainount of
Rs. 21.77 lakhs together with the undisbursed loan of Rs. 13.14 lakhs
was diverted towards working capital requirements of the Company.

2.8 When enquired about the measures taken at the time of
granting loans to ensure their recovery, the Corporation ‘stated that
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 when they failed to pay
the principal they paid the interest only. Legzal steps were not
taken then with the hope that 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 motices in certain cases and started
a legal case against M/s. Raymond Paper Mill Ltd., who
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failed to repay even its Ist 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 KRs. 13.80 lakhs to Co-
opcr.a‘tives. sponsored by RIC. Action towards realisation of
outstanding principal of Rs. 42.91 lakhs could not be taken by
RIC due to nationalisation of 3 loanee parties by Government
ot India. The RIC sponsored Co-operatives were not doing well
since inception and hence realisation became a remote chance.
Therefore, an amount of Rs. 13.80 lakhs was provided in the
Accounts,” ’

2.10 The 1974 Departmental Committee had made the following
rccommendation as regards recovery of the outstanding loans :-

“The Commitiee recommend that the entire loaning operation
havmg come to a stop, RIC may now pay urgcnt attention
towards recovery according to the terms and conditions of the
loans and wherever defaults have continued the matter be
placed before appropriate courts of law so that the Company’s

. interests are adequately safeguarded.”

2.11 BAsked about the steps taken to accelerate the pace of recovery
of huge outstandmgs against the loanees, the Commlttee have been
informed that Senior Officers of this Corporation are now reviewing the
debt cases from time to time and taking effective steps for recovering the
dues as far as possible. As per decision of the Board of Directors the
Company was trying to settle the disputes with loanee parties oufside ihc
court of law. Already the company had entered into agreements with 2
loanee parties and they were paymg their ‘dues in instalments as per
agreements. An amount of Rs. 2 lakhs has been recovered from 3
loanee parties during the years 198 1-82 and 1982-83.

Some of the cases of loans are reviewed hereunder :

(i) Nabarun Taxi Drivers Cooperative Socleties No. I to VIII

2.12 The Nabarun Taxi Drivers Cooperative Socicties No. I to
VIIL sponsored by the company had started‘operat.ion during 1961/64.
Besides the inyestment in the share capntal to the extent of Rs. 2.80
lakbs, the Compauy pald loans amounting to Rs. 11. 74 1akhs during the
period Crom 1962-03 to 1964- 65 for purchasc of 88 taxls (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 principal as well as
payment of interest from the beginninz and on stoppage of operations
" were put into liquidation by the Registrar of Co-operative Societies in
June 1975. Ap 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 Company (being the principal and
secured creéditor of the societies), for disposal of 48 taxis cabs, which
was agreed to by the latter in February 1976. Besides investment of
Rs. 2.80 laklis in the share capital, the total outstanding dues against
the sacieties amounted to Rs. 13.08 lakhs (Loan Rs. 7.02 lakhs and
interest Rs. 6.06 lakhs). These have been shown as doutful of realisation
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 Rs. 9331.

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

(c} Neither any statement of the accounts of the societies (in liqui-
dation) nor any account has been received from the liquidator
so far (Novemiber 1981).

(&) No action was taken for default in repayment of principal and
payment of interest against the socicties til they stopped
operations in June 1975.

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

“‘Actually RIC Ltd., disposed of the 41 taxis oat of the 48 mﬁ
handed over to the liquidator. The remaining 7 taxis were a
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total scrap and could not be sold. Regarding remiaining 40
missing taxis the position remains unchanged. As the officers
who were looking after the Co-operatives have left the Com-
pany long before and hence further details are not available
with this Company.”

216 As regards the reasons for poor performance of those Societies
and the steps taken by the Management to oversee the working of the
Societies in which the company had considerable invesument, the Cor-
poration has stated :—

*In the Managing Committee of the society the company deputed
3 members of its own. Apart from this for each society the
company posted officer to look after the day to day functioning
of the Society. Frequent break-down and repair of taxis,
pilferage of petrol and spare parts and running of taxis
without meters by the member drivers are the reasons for poor
performance of the societies.”

2.17 When asked to explain the inaction on the part of Manage-
ment against defaulting Socicties 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 1In this connection, the Joint Secretary of the Ministry infor.
med :

**...the hypothecation was very very poor; there was mal-functioning
and the taxis disappeared. The records of most of the
cooperatives are non-existent. Investigations by police are
reported to be in progress for year after year.” ‘

2.19 When asked whether the Ministry appointed amy Senior
Officer or a Comanittee to look into the matter, the Secretary replied in
the negative.

i) Power-loom Co-operative Societies

220 With a view to reducing losses of its hand-foom mits, the
Company decided (May 1966) to organise six power-loom co-operative
socioties with™ the participation of the workers of the hand-loom units.
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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 socicties. 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 till the
loan was repaid. "'The Company was also to supervise the activities of
the societies till the repayment of the loan. As against the decision to
organise six co-operatives, only three power-loom co-operative socicties—
two at Taherpur and one at Bon-Hooghly werc set-up in May and
December 1966 respectively. Whenever the Company failed to supply
raw materials to the societics to carn 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 socicties. The performance of
the socicties 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 the same, the Company in May, 1976 stopped supply of yarn
to the societies. A situation had thus arisen when the socicties had no
money to pay wages to the workers. Accordingly, the Company decided
(September 1976) to set up a Committee to go into the functioning of
the powerloom co-operative socicties vis-a-vis the Company and make
recommendations as to how the funds advanced to the co-operative
societies should be treated. The Committee in its report submitted in
October, 1976 observed, inter alia, as follows :—

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

(ii) Since Rehabilitation Industries Corporation is the sole supplier
of raw materials, sole selling agent of all products and has also
assumed the responsibility of supervising the activities of the
Societics, no one eclse but R.I.C. could be held responsible
for financial losses and financial mis-management of the
Socicties.

221 InJune, 1977 it was decided that with a view to having a
better functional and financial control over the Power-loom Co-operative
Socicties, the Company should take over their administrative control.
Accordingly, the Registrar of Co-operative Socicties was requested
‘(August 1977) to intimatc the steps to be taken in this regard. The
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Registrar of Co-operative Societies in turn issued notice (November/
December 1978) to the societies to show cause why they should not be
liquidated. . Apprehending that in the event of abrupt liquidation of
"the Sociceties, the Company would not only face difficulties in absorbing
the workers and in realising the dues but also will be unable to run the
looms as the licences were registered in the names of the Societies, the
Company requested (February 1979) the Registrar of Co-operative
Societies to cancel the notice for liquidation aand appoint the Company
as the sole Administratoy 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 Apnl 1980 cancelling the notice for liquidation
and appointed the Company as the sole Administrator.

2.22 The Company 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 company. The licences had not
been transferred in the name of the Company till November 1981.

2.23 Audit had pointed out that due to the heavy losses sustained
by the societies, the dompany is likely to lose the entire outstanding
loans and advance of Rs. 77.82 lakhs including accrued interest of
Rs. 3.41 lakhs as on 31st March 1981. The Compapy has made a
provision for Rs. 78.32 lakhs in the accounts against the loans and
advances (Rs. 77.82 lakhs) and investment in share capital (Rs. 0 50
lakh). As on 31-3-1983 the advances and loans including interest out-
ltandlng amounted Rs. 98, 02 543.

224 When enguired about the specific reasons for the poor
performance of these Socicties resulting in huge losses despite the fact
that the Company was the sole supphcr of raw-materials, sole sclhng
agent of ﬁmshed products and had alsa assumed the responsiblhty
of supervising the activities of the Socnetrcs, the Corporation
stated :

“Due to dearth of fund powerlooms societies could not be fed with
requisite raw-materials regularly. This resulted in increasing
the losses as idje wages had to be paid. Owing to accumulation
of power!oom products worth Rs. 7.00 lakhs with the Company
and difficulty in marketing thé same due to recession the
company in May, 1976 stopped suppry of yarn to the societies.

Other factors like load-shedding absenteeism and uncertaintly -
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of the future of powcdooms also coatributed much for the poot
performance.”

2.25 In view of the observation made by the departmental Cqom»
mittee in October, 1976 that no one but the Company could be held
responsible for financial losses and financial mismanaéemcnt of the
societies, the Committee enquired whether the: matter has been invés;jga-
ted. In reply, the Corporation has stated : —

“As the Powerloom Co-operatives could not run of their own RIC
had to take the responsibility of supplying raw materials and
selling finished stocks thereof to keep 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 the co~
operatives but the matter is still lying with the Director of
Handloom and Textiles, Govt. of West Bengal in connection
with the transfer of licences in the name of the RIC.”

2.26 As regards the latest position of transfer of licences in the
mme_ of the Company, the Committee has been informed :

“*Under the circumstances of these €o-aperatives (RIC. being the
sote administrator), these have 1o be put.into-voluntary, liquida-
tion first, Liquidator appointed and then licences transferred
in the name. of RIC: The Registrar of. Co-operatives had
already been-appreached by - RIC . for the samg including
appointment of -Liquidator. . We arc.awaiting -actign fram the
office of the Registrar of Co-oparatives, West-Bengal”,,

2.27 Ithg_s‘ been stated that the total iumbgr of displiced persons
employed in the _péqWerlodm societies as on 31:3-83 was 185

(m) M s Sﬁ! and Pa'mﬁt Iridustrées le

2.28 The Company sqncnoncd two loans of Rs. 20 00 lakhs qnd
Rs. 9.00 lakhs carrying interest at 6 per cent and 7 per cent per annum,
in May 1960 and June 1962 réspectively to Mfs. Scn and Pandit
Indastries Ltd., manufactarers of “¥icycles agaiast first.charge on thcir
eatire fited block assets. The loans were repayable within 15 years in
half-yearly instalments commencing from ‘the third year of drawal of the
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loan. The loanee company, however, drew the first loan in full and Rs.
6.81 lakh, against the second loan of Rs. 9.00 lakhs upto October, 1963.
The first instalment of Rs. 1.52 lakhs which fell due on 15th November,
1963, was paid by the loanee in instalments during March 1964 and
July 1964 and no payment of instalment was made thercafter. However,
jnterest was paid regularly upto March, 1969. Against a legal notice
issued on 24th August 1971 for payment of arrears of instalments of
principal and interest aggregating Rs. 15.71 lakhs’ (principal Rs. 12 64
Jakhs and interest Rs. 3.07 lakhs) 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 1. anee company closed down its factory at Kalyani with effect
from 29th March, 1971; the closure continued for one year.

2.29 Then Company allowed the loanee to create pari passu charge
on its fixed assets. (which were already mortgaged to the Company) once
in favour of the West Bengal Industrial Development Corporation
against a loan of Rs 5.00 lakhs in December 1968 and again in favour
of the Industrial Reconstruction Corporation of India Ltd. in October,
1971. As no paym:nt of outstanding principal and interest was made
by the loanee, the Company again issued a Solicitor’s notice on Ist
September 1975 demanding early payment of outstanding dues. Ia the
meantime, the Government of India issued a notification dated 8th
September 195 authorising the Industrial Reconstruction Corporation
of India Ltd. to take over the management of the loanee company for a
period of 5 years and declaring that the operation of all its contracts,
agrecments, obligations and liabilitics etc., would remain suspended.
Subsequently, in October, 1980, the loanee Company was nationalised.
The claim of the Company submitted to the Commissioner of Payments
in August, 1981 hed not been settled till November, 1981,

2.30 The dues outstanding against the loance aggregating to Rs.
42.73 lakbs (principal Rs. 25.29 lakhs and interest Rs. 17.44 lakhs)
upto 30-9-1983 have been classified as doubtful of recovery and pro-
vided for in the accounts. The loance Company employed 406 dis-
placed persons only against the commitment of giving employment to
437 persons.

2.31  On being enquired about the reasons for taking 7 years in
issuing a legal notice (in August, 1971) for payment of arrears when the
Joanee had made no repayment of instalments of loan after July, 1964,
the Corporation has informed : —
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*The firm in question employed 405 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 the
firm's dire need, Pari Passu Charge has been created then on
the fixed assets of the firm for further loan (in order to obtain
funds/working capital) in favour of West Bengal Industrial
Development Corporation and IRCI. Incidentally even then
ultimately the situation could not be saved. .

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 persuasion for repayment of the loan, actions
like issuing of legal notice vis-a-vis proceeding in the conrt 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 witk
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 chance of our recovery of
the loan. The position probably would have been the same,
had this ultimate end (liquidation/nationalisation) of this firm
been accelerated a few years ago by taking legal and other
actions contemplated now or subsequently.

It appears, cven if the Jegal action against this firm was a little
belated, the same appears to be because of the foregoing consi-
derat'on only.”

2.32  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 that a claim amounting to Rs. 42,72,844.36 was
submitted to the Commissioner of Payments but nothing has so far been
teceived.

233 When guestioned abont the action taken against this unit for
not employing the displaced persons to the extent of commitment, the
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Corporation has informed :—

“Although the quota for this firm was 437, but after some time of
running, the firm applied for reduction of the quota from 437
to 400. RIC's reaction to this request was not good, but the
major problem 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 affecting its production to a consider-
able extent. As a matter, of fact, because of these major
problems, non-fulfilment of quota of employmement did not
weigh much. However, the difference is only 31 ie.
437-406.”

uv) 'M/s. Kusum Engineer}ng Company Limited.

2.34 The Company sanctioned two loans of Rs. 7.7 lakhs and
Rs. 8.30 lakhs on 10th August 1959 and 27th June 1965 respectively to
M/s. Kusum 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
loan of Rs. 8.30 lakhs, the loanee drew Rs. 5.67 lakhs only in two in-
stalments in March 1967 and October 1967. Loans drawn by the
loanee thus aggregated to Rs. 13.37 lakhs.

2.35 After paying Rs. 9.46 lakhs towards principal and Rs. 8.15
lakhs as interest upto January 1976, the loanee Company defaulted in
payment of instalments of principal as well as interest falling due from
February 1976 onwards. Although a solicitor’s notice was served on
the loanee in October 1977 for realisation of outstanding dues, no legal
action was instituted against the loanee. The loanee paid Rs. 0.71
lakh in 1980-81 towards interest. Total outstanding dues against the
loanee upto the end of March 1981 amounted to Rs. 4.84 lakh (principal
Rs. 3.91 lakhs and interest Rs. 0.93 lakh) which have been considered
good in the accounts.

2.26 The loanee employed 246 displaced persons only as against
the commitment of giving employment to 571 persons. The management
stated (November 1981) that for want of adequate working capital and
labour disturbances there was a shortfalf in employment of displaced
persons by the loanee Company.
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2.37 According to the Ministry of Supply and  Rehabilitation,
(June 1982) an amicable settlement pas been reached with the loanece
Company (in March 1982) according to which the recovery of the dues
would be made in instalments.

238 As regards the latest position of recovery., the Corporation
has stated that the Company hed reccived Rs. 1,72,500/- upto March,

1983 on account of principal and in addition to that arrear and current
interest has also been received.

(v) M/s. Raymond Paper Mills

239 In Decemb r 1967, the Company sanctioned a loan of
Rs. 2.50 lakhs to M/s. Raymond Papeér Mills against security of
the fixed 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 Company leased out to the firm a
factory shed, specially constructed to its specification at a cost of
RSs. 1.52 lakhs, and 10 acres of land at the estate. Production in the
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 failed to repay the first instalment of the principal
which had fallen due to July 1970. A second lean 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 fuaction 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 proprietor.
The production was restarted in October 1976.

2.41 Out of the total outstanding interest of Rs. 31,862 on loan
upto March 1970, the Company was able to release only Rs 21,890.
The balance amount of Rs. 9,972 plus further interest amounting to
Rs. 2.29 lakhs besides the principal loan of Rs. 2.50 lakhs and rent
amounting to Rs. 2.81 lakhs were outstanding against the firm upto
March 1981. The company instituted legal action against the firm for
realisation of the outstanding dues in December 1978. The principal
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(Rs. 2.50 lakhs) and interest (Rs. 2.29 lakhs) have been considefed
doubtful of recovery and provided for in the accounts.

242 1In reply to a question about the reasons for delay in taking
legal action for recovery of outstanding instalments of principal and
interest, the Committee has been informed :

*The Company did not take any legal step against the firm though
the firm stopped all payment to RIC since April, 1970 as re-
opening of the closed factory was expected by this Company.
Instead of going to the court the representative of the firm was
called for discussion so as to arrive at an amicable settlement,
who in turn submitted a payment programme by very easy
instalments covering a period of six months only. The propo-
sal was considered very sympathetically and without any alte-
ration. As the position did not improve, the company stitut-
ed the legal action against the firm for realisation of the out-~
standing dues in December, 1978.””

2.43  With regard to the latest position of the suit filed in the
court for reahsanon of the dues of the company in Decemier 1975
against the ﬁrm. it has been stated :

“The latest position of the suit is that His Lordship has bcen pleas-
ed to direct the respondent to deposit @ Rs. 10,000/- per
month to the Receiver appomted in this connection. Conse-
quent upon this order the Receiver subsequently filed a petition
before Court conveying inability to continue as Receiver on
account of personal ground. RIC already ssued instruction
to its Soticitors, M's. Dutta & Sen to move for appointment of
fresh Receiver preferably from RIC.”

2.44 The Compmmy had been carrying om 3 main activities viz.
industrial financing, industrial estate management and running of indus-
trial and conmercial activities. Under the scheme of financing the
Company granted loans to industrialists etc. to help set up new indus-
tries and to expand existing ones with the object of creating more em-
ployment potential for displaced persons. The various criteria to be
considered while granting loans were the security offered, employment
potential to be created, viability and technical soundness of the
schemes, competence and integrity of the loamee industrialists, etc.
Ouring the period 1959-60 to 1971-72 the Company disbursed loans to
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43 Joanees to the extent of Rs. 119.51 lakhs “after which the activity
- was confined to the recovery thereof. ~ The performance of the Company
in regard 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 persons ac-
tually employed being 2105 as against the commitment of giving em-
ployment to 4679 persons. The recovery of the lcans from the loanees
has also been extremely poor. As against an amount of Rs. 119.5]
lakhs disbursed to various parties an amount of Rs. 115.47 lakhs
(Rs. 66.55 lakhs on account of principal and Rs. 48.92 lakhs as interest
accrued thereon) remained outstanding, out of which an amount of
Rs. 10595 lakhs was considered doubtful debt and provided for as such
in the accounts.

2.45 From the facts stated above, the Committee cannot help con-
cluding that there had been mno proper appraisal of the loan applications
to ensure credit worthiness of the parties and soundaess of pro;ects
before granting them the loans

2.46 There had been inordihate delays in taking actio for the
recovery of the loans. For instance, in the case of one concern from
whon an amount of Rs. 42.73 lakhs was outstanding and which 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. iven thereafter, no prompt
follow-up action was taken except issuing again a solicitor’s notice and
that too 4 years after the earlier notice. The claim of the Company is
now pending with the commissioner of payments as the debtor concern
has slnce been nationalised. In another case, 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 the default. Yet
in another case, no action was taken for default in repayment of dues
amounting to Rs. 13.08 lakhs by 8 Cooperative Societies till they stop-
ped operations and went into liquidation The reasons advanced for the
inordinate delays in realising the dues are hardly convincing. The Com-
mittce regret to note that the machinery 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. 100 lakhs on
this activity. The fact that the Company failed to recever the amount '
due even from the societies in which it actively participated in manage-
ment is only indicative of the failures of the officers to safegard the in-
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terests of the Company. The Committee have been assured that the
senior officers of the Company are now reviewing the debt cases from
time to time and taking effective steps for recovery of the outstandimg
dues. They hope that the matter would be vigorously pursued to effect
recoveries as far as possible.

247 The committee find that in the case of powerloom cooperative
societies, despite the fact that the Company was the sole supplier of raw
materijals, sole selling agent of finished products and has also assumed
the responsibility of supervising the activities of the societies, the Com-
pany was likely to lose the entire amount of outstanding loans and ad-
vances of Rs. 98.02 lakhs on accdunt of poor performance of these
societies The societies are stated to have suffered losses as due to dearth
of fonds the Company could not feed them with requisite raw materials,
etc. resnlting in payment of idle wages. Having decided to set up these
societies and having taken over the responsibility of supplying raw mate-
rials 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, effective steps would be taken to make them
viable,



- CH\APTER IIl |
INDUSTRIAL ESTATE MANAGEMENT

(A) Creation of Infrastructure

With a view to providing facilities for setting up of new small-scale
industrial unit for employment of displiced persons, the Company had
estabilished tbree industrial estates at Behala, Bon-Hooghly and Durga-
pur and erected 67, 50 and 11 sheds respectively at three places. In
addition, a Cast Iron Foundry had been set up at Durgapur in 1964-65.
Subsequently, the Company constructed a second block at Bon-Hooghly,
a new small estate at Ranaghat and added some more sheds at the
existing Bon-Hooghly (Block I) and Bahala estates :—

3.2 The total capacity created at these five Estates and the capital
putlay incyrred thereon was as follows :—

No. of Covered Area Uncovered Arca Capital Outlay

sheds (Sq. ft.) (Sq. ft.) incurred
(Rs. in lakhs)

191 561925 2223035 102.57

The above capital outlay represents the cost of sheds, electrical in-
stallations etc. but does not include the cost of land. A large area of
the land aocquired by the Company remained unutilised and was subse-
quently surrendered to the State Government/Durgapur Development
Authority.

33 In Bon-Hooghly the company acquired 33.165 acres of land
oyt of which 28.465 acres was utilised. Asked about the latest position
of utjlisation of 4.70 acres of unutilized land and the position about
payment of cost of land at Bon-Hooghly, the Company informed the
Committee that in view of the Compény's stringent financial position,
the Company tried to get the laad from Government of West Bengal
fres of cost, The Goyernment of West Bengal agreed to trapsfer Jand
on payment of a token sum. No scheme has yet beep drawn to utilize |
the unutilised land of Bon-Heoghly.

21
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3.4 At Ranaghat the Company took possession of 40 acres of
land from the Government of West Bengal but only about 10 acres
were utilised. When enquired about the basis on which the requirement
of 40 acres of land at Ranéghat was assessed and the latest position of
the cost of land, the Corporation informed :—

“Tt 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 finali-
sation of cost of land at Ranaghat will be complcted along with
that for Bon-hooghly and Behala.”

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

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 Durgapur, 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 unutilized land, the Corporation has
stated that the Company paid approximately Rs. 1.01 lakhs to D.D.A.
as tax/ground rent etc. on account of unutilized land for the 16 years
of possession of surplus land.
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(B) Recovery of rent & electricity charges

39 'The following table indicates the utilisation of sheds as on
31st March, 1981 :~

Name of Industrial No. of No. of No. of sheds

Estate ] sheds sheds used depart-
available {et out mentally
1. Bon-Hooghly Block-I N 33 18
Block-II 49 39* 10
2. Behala 78 . 70 8
3. Durgapur 11 8 3
4. Ranaghat 2 2 -
191 152 39
)

* This inclades one shed which had been lying vacant since July 1977
and was allotted to the Central Warehousing Cotporation in
December, 1980.

3.10 The economic rent for the industrial estates in Behala and
Bon-Hooghly was fixed in accordance with the instructions issued by
the Ministry of Commerce and [ndustry in July 196) and for the sheds -
at the Industtial Estate, Durgapur in accordance with the instructions
issued by the Ministry of Industry and Supply (Department of Industry)
in August, 1965. "In respect of sheds at Ranaghat, howcver, rent was
fixed on a lamp sum basis. ’

3.11 In view of incrcase in expeanditute on ‘maintenance, the
Company revised the rates of rent of the sheds on two occasions in
December, 1974 and October, 1978 respectively, in accordance with the
Government of India orders of 1960 and 1965 mentioned above.

3.12  As there was no provision in the agreements with the existing
lessees of Bon-Hooghly, Behala and Durgapur Industrial Estates for
revision of rent/licence fees, the Company could not enforce the en-
hanced rates. As a result, the Company had to forego revenue by way
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of rent amounting to Rs. 29.09 lakhs up to the end of March 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
Behala 12.98
Durgapur 2.13

<9.09

3.13 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 I and Block II of Boti-Hooghly Industrial Estate and 7 at
Behala Industrial Estate), who took she occupation of sheds after
December 1974. This also resulted in loss of revénue 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
lessees of Bon-Hooghly, Behala and Durgapur Industrial Estate resulting
in the loss of Rs. 29.09 lakbs to the Company, the 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.

3.15 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 actions against many tenants and
those are still pending in the court of law. Incidentaily some
of the sheds, RIC managed to get possession after getting those
vacated by the old lessees, were now leased out to other parties
at the market rental prevailing at present.”

3.16 Asked about the constraints in recovering the rent at the
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revised rates from December, 1974'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 the dues. As per
the Board’s decision, RIC was making an all out effort outside
court of law to realise the said dues amicably. Some adminis-
trative steps like discontinuance of electric supply etc. were
taken to pressurise the parties for payment. In fact such steps
were found fruitful in realisation of the dues. Although taking
legal steps were possible for enhancement of rent and recovery
thereof, yet considering the foregoing, such steps were not taken
apprehending the total non-payment of rent even at the old rate
for an indefinite period as court procedures are a long drawn
affair.” :

Outstanding dues

3.17 Besides the lease agreehents for recovery of rent, separate
agreements for supply of electric energy to the lessees from bulk supply
of power received by the Company from the Calcutta Electric Supply
Corporation (for Bon-Hooghly and Behala Industrial Bstates), West
Bengal State Blectricity Board (for Ranaghat Industrial Estate) and
Durgapur Project Ltd. (for Durgapur Iadustrial Estate) were also
executed.

3.18 Ason 3Ist March 1981, Rs. 37.37 lakhs representing rent
(Rs. 29.37 lakhs—136 lessees) and electricity chacges (Rs. 8 00 iakhs—
137 lessees) remained outstanding against lessces of 5 Industrial Estates,
out of these Rs. 9.38 lakhs and. Rs. 1.25 lakhs respectively were congi-
dered doubtful of recovery and provided for in the accounts.

319 In Wu of the recommendation made by the [Board of .
Rehahilitation in 1968, Government bad issued instructions to R.I.C. as

follows =

“‘The Corporation should devise ways and means of further impro-
Ving their working. The Corporation should also take imme-
diate steps for recovering the outstanding dues from the defaul-
ters. The Corporation should also review the procedure for
employing displaced persons in the industrial estates and see



26

that commitments made for such employment could be effecti=
vely enforced.”

3.20 Asked about the reasons for non-realisation of the outstar;d-
ing rent of Rs. 29.37 lakhs and the electricity charges of Rs. 8 lakhs,
most of which were more than 3 years old, the Corporation has 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 water supply, repairing of roads and maintenanee
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 (electricity 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 accounts with the approval of the
Board of Directors.

3.22 As stated by the Corporation, the outstanding dues on
account of rent and electricity as on 31-3-1983 stood at Rs. 3:.11 lakhs
and Rs. 7.43 lakhs respectively.

(D) Employment of displaced persons

3.22 The table below would indicate that the actual number of dis-
placed persons employed in the Industrial Estates was far below the
potential employment indicated in the schemes submitted by the occupants
of the sheds, for the six years ending 31st March, 1681 :

As at Employment of displaced persons
31st March . (Numbers)

Potentijal Actual
1976 1597 401
1977 1615 408
1978 1561 395
1579 1593 429
1980 1626 436

1981 ‘ 166 436
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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 :
“(1)- The parties were not encouraged in spite of incentive offered
,to them in the shape of rebate on rent at 209 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 skidled
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 that the number of displaced persons employed .

by the occupants of the sheds as on 31-3-1983 was 582.

3.24 Inreply 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 wag 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 of at 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 converted at a later stage into hire-purchase
system.

+3.26 Asked on what considerations the above decigion was taken
and why outright 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 safeguard the
interests of the displaced perpons employed by them. This
view was taken in November, 1969 and remained till February,
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1979. Even in the later stage, the hire purchase system ¢ould
not be implemented because the land on which sheds were
constructed was yet to be transferred to RIC. We have been
advised that legally and technically the hire purchase schemes
would not be possible to implement. The State Government
also said that unless the ownership was transferred, .it would
not be possible to introduce the hire purchase system. The
land belongs to thc 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 going
on with the West Bengal Government.

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

““The Government of West Bengal has agreed in principle to
Company’s proposal for transfer of land at Behala, Bon-
Hcoghly and Ranaghat in the name of the Company against a
token value of Re. 1/- only. The said proposal is under consi-
deration by the Finance Department, Government. of West
Bengal.” ’

3.28 The Company's performance in the matter of industrial estate
management has been disheartening. Large areas of land (181 acres)
were taken over on an adhoc basis without proper assessment of the need.
Over 60% of the acquired Iand (112 ncres) was not put to any use and
was surrendered to the State Government, after a lapse of 14 to 15 years.
The objective of providing empleyment to the displaced persons was also
served to & limited extent as the {essees provided employment to only 582
displaced persons as against the commitment made for employment to
1626 displaced persons. in spite of the directioas isswed by the Govera-
ment, the company (ailed to take measures to see that the commitments
made for the employment of displaced persons was effectively enforced.

329 The Comittee are Surprised to mote that the agreéments
eutered into  with the lessees were defective us these 4fd not provide for
an enabling clause for revision of rent/ficence fee with the result that the
rent enhanced by the Company in accordance with the Government of
India orders could not be recovered #nd it had to suffer a loss of
Rs. 29.37 lakhs on this accomnt. Strangely enough, even in case of lease
agreements executed with some lessees from December, 1974 onwards
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which contained a clause enabling the Company to enhance the rates of -
rent, no recovery of enhanced reats was made from them. Worse still,

a large amount of rent and electricity charges amounting to Rs. 40.75

lakhs as on 31-3 198 remained outstaading against the lessees out of -
which Rs. 1063 lakhs were considered as doubtful debts and were pro-
vided for as such in the accouats. -

3.30 . The Committee regret to note that iaspite of instractions issued
by the Ministry in pursuance of the report made by the Board of Reha-
bilitation in 1968 to the effect that the Company should take immediate
steps for recovering the outstanding dues form the defaulters and to see 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 against some of the
tenants -for the realisation of the outstanding dues and in some other
cases out of court actions have been initiated. The Committee hope that
there would be no further laxity in this regard and all out efforts will be
made to recover the dues.

331 In 1969 the Board ofs Rehabilitation had suggested that indus-
trial sheds should be passed on to industrialists on 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 heip the
Conipany to recover considerable capital for futore investment. According
to the Ministry the hire purchase system could not be implemented because
the 1and on which sheds were constructed was yet to be transferred by the
State Geverament to RIC.

3.32 The Committee regret to note that the Company had not beea
able to settle the question of transfer of land with the State Government
all these years. However, now that the State Gorernment has agreed in
principie 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
formajities completed expeditiously. The question of salc of sheds to the
industrialists on hire-purchase basis should be considered seriously.



CHAPTER 1V
INDUSTRIAL AND COMMERCIAL ACTIVITIES

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 struc-
tural and engineering jobs.

(¢) Units rendering services.

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) Working Results of Units

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

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

1. Taherpur Production Centre (—) 133.53
2. K.B.M. Production Centre (=) 121 -
3. Gayeshpur Production Centre () 7097
4. Habra Production Centre (-) 9255
5. Malda Silk Unit .« (=) 2750
6. Leather Works (Bonhooghly) (=) 6641
7. Garment Factory (Bonhooghly) (—) 47.59
8. Fruit Canning Units (Bonhooghly) (=) 67.08
9. Sukumar Engineering Works (—) 146.73
10. Sheet Metal Factory (Bonhooghly) (=) 176.61
11. Cast Iron Foundry (Durgapur) (=) 56.59
12. Wood Works (Bonhooghly) (=) - 16.55
(Since merged with Sheet Metal Factory)
13. Textile Processing Unit (Bonhooghly) (=) 9499
14. Project Division (+) 5381
Total loss (—) 95540

30
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4.3 In addition to this the Company also suffered a cumulative
loss of Rs. 75.29 lakhs on the units closed from time to time and the
unit-wise loss is as uander :

(Rs. in lakhs)

1. Jagadalpur Production Centre (=) 050

2. Padwa Production Centre =) L9

3. Sheet Metal Factory, Gayeshpur () 7.05

4. Sleeper Factory, Jagadalpur (=) 1527
5. Blectrical Ancillary Unit, Behala. (—) 2585

6. Tent MakingUnit ) 1.15

7. Wood Works (Rupnarayan) -) 3.01

8. Automobile Workshop (=) 2.60

9. Fuel and Service Station (-) 0.36

10. Ceramics Unit (Ranaghat) (=) 10.05
11. Fruit Canning Unit (Ag\artala) -) 8.26
Total loss ) 7529

4.4 This was in addition to a loss of Rs. 1907.47 lakhs on occount
of Head Office as on 31-3-1983 which includes int-r alia interest on un-
secured loan of Rs. 1172.29 lakhs (including penal interest Rs. 402.14
lakhs), interest on secured loan Rs. 27.48 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 that in view of heavy losses being incurred by RIC a thorough
reorganisation was needed and with this end in view it was considered
necessary to close down the units which were commercially: not viable
and which had no prospects of being made so in future and instead to
develop new units on the advice of qualified technicians/consultants. It
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 study in-depth.and recommend
%o the Board of Directors on :—



32

(i) The units which should be closed 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 upon by re-organisation.

(iii) Setting up of new viable units as part of the reoganisation pro-
cess wherever feasible and necessary on the advice of quelified
consultants to maintain the tempo of activity of the Corpora-
tion existing at that time. V

4.6 When'enquired whether any such in-depth study was made
by the Managing Director, the Joint Secretary of the Ministry stated
that the Managing Director was asked in Fcbruary, 1974 to do the
feasibility study of the Units, which had not been made earlier, to find
out the input requirement, working capital requirement, loan activity,
commercial banking activity etc. but by that time another Committee
called Chowdhury Committee was asked to look into unit-wise strugture
of the Company. These things got merged together.

47 Asked about the reorganisation made after the 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 closed
down after 1974. In reply, the Secretary of the Ministry informed the
Committee, that the following units were closed afier 1974 :—

(i) Automobile Workshop Unit was closed in 1974-75;
(ii) Fuel and Service Stgtion was closed dowp in 1975-76;
(iii) Electrical Ancillary Unit was closed dowa in 1981-82;
(iv) Ceramics Upit was also closed in 1981-82; and

(v) Tent Making Unit was closed in 1983-84.

(B) Production Performance

‘49 The instaled/attaipable capaeity of the vazious .wnits had not
been fixed till 1988-81. ' The Ministry infosed Andit in June, 1982 that
the Company had since worked out an excraise indispting the paesent
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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 inforined 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 follows —

Name of the ”. Percentage of capacity
utilised during

— ——

1981-82 1982-83

1. Project Division | 25 21
2. Sukumar Engg. Works J
3. -Sheet Metal Factory 67 43.
4. Cast Iron Foundry 54 21
5. Garment Factory . 22 51
6. Leather Works R 60 36
7.- Fruit Canning Unit 60° 29
8. Textile Processing Unit 22 59
9.. Handloom Units (4) 67 52
i 1. Malda Silk Factory 65 ) 67

) L]
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 objective of providing employment
to displaced persons. “In 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 mo techno-economic feasibility
report could be made before the sam: came into exis-
tence in order to study the economic viability.”

412 When enquircﬁMut the reasons for low capacity utilisation
during 1981-82 and 1982-83, the Company in a written noie, 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 Corporation. The Government dccision was received on
7th November, 1981. Thereafter production activities were undertaken
and actual production started in December, 1981 on receipt of working
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capital from the Government. The shortage of working capital was
one of the niajor limiting factors. Company was not sure about its
continuance and therefore, could not book sufficient orders also. Cust-
omers had no confidence in the Company because of past irregular perfor-
mance, untimely delivery etc. As regards the low capacity utilisation
during 1982-83, 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-
turcment of machinery/equipments and construction of additional sheds
for the units on receipt of plan loan sanctioned by the Government. It
took some time to procure and instal the said machinery and equipments
for production purposes. Lack of orders, mainly from Public Under-
takings and unremunerative orders were also the reasons. Further,
because of irregular performance 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 beginaning of the year, the produc-
tion suffered to a great extent.

(C) Targets vis-a-vis actual production

4.3 The table below indicates the targets of production and
achievements there—~against for the last 10 years ending 31st Mareh,
1983 :—.

(Rs. in lakhs)
.Ycar Targets of production Actual Percentage of
Production  achievement

1973-74 7045 53.41 758
1974-75 104.34 71.10 68.1
1975-76 292.09 89.00 30.5
1976-77 36745 . 12760 34.7
1977-78 260,00 - 1S 65.4
1978-79 155.89 106.13 68.1
1979-80 148.94 ° 101.48 68.1
1980-81 112.00 101.20 90.4
1981-82 ~330.00 26695 80.89_

1982-83 780.00 685.60 87.89
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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:

1975-76 :

- 1976-77 :

1977-78 :

1978-79 :

1979-80 :

1980-81 :

Dearth of orders and capital.

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

Outdated plant and machinery, shortage of working
capital, low productivity and restricted production at
weaving centres as per decision of the Board, dearth of
orders.

Lack of finds, handling facilities and matching ﬁmchines,
restriction on production in weaving Centres as per
decision of the Board, dearth of orders and load-shédding.

Flood, prolonged pQwer 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.

Shortage of working capital, prolonged unscheduled
power cut, non-availability of raw materials and neces-
sary machines, dearth of orders and restriction om

production of Weaving Centres as per decision of the
Board.

Paucity of funds, dearth of orders, prolonged 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 sidc depending .upon the anticipated
future work of the Corporation. From 1975-70 the Corpora-
tion undertook project work at different collicries. Thercfore,
the targets fixed for the years from 1975-76 to 1977-78 were on
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.

the higher side. But from the year 1978-79 the targets were
lower as the Corporation was facing difficulties as follows :

(a) Shortage of working capital

(b) Shortage of orders.

() 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 machinery

(1) Low productivity

(j) Lack of handling facilities

Considering the above, annual projections were found to
differ.”

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 Rs.
112 lakhs in 1980-81, the Company stated that declining trend in the
fixation of targets was mainly for the restriction imposed on production
due to heavy stock piling.

4.17 As rogards performance in 1983-84, the Committee were
informed that the revised target of production of the Company for
1983-84 had been fixed at Rs. 530 lakhs, of which the total production
till November, 1983 was Rs. 258.08 lakbs and the balance production
of Rs. 271.92 lakhs was expected to be achieved during the remaining

period of the year.
Performance of individual units

A brief review on the working of some of the Units is given
below :—

(1) Leather Works at Bon-Hooghly

4.18 1In July, 1962, the Company started a small footwear manu-
tacturing unit at Taherpur to provide employment to displaced persons.
Due to non-availability of workers at Taherpur, the Unit was shifted to
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Behala in March, 1963. In October, 1963, the Unit was shifted from
Behala to its newly constructed factory shed at Bon-Hooghly Induostrial
Estate. ’

4.19 The Unit mostly manufactured footwear of various types
manually and since April, 1971, was mainly producing ammunition
safety 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 sharp decline in production during i979-§0 and
1980-81 when only 5454 and 2442 pairs respectively were manufactured.

4.21 In this connection, the management stated (Novembcr. 198D
as follows -

“As productionéis made against order only and receipt of order
depends on the basis of lowest 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 she\dding, 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 :-

Sl Job No. Description Materials Sale
. No. consumed value
(Rs.) (Rs.}

1. 1AB{73-74 A. Boot ' 3,299 1,373

2. 2AB/13-74 A. Boot 55,975 47,906

3. 5C/13-74 Black Derby 5,791 4,265

4. IOL/74-75 Ladies Sandal 2,188 1,498

5. IL/74-75 Ladies Sandal 3,551 3,112

6. JAB/74-75 A. Boot BS.P. 1,834,601 1,58,50i

7. 3AB/75-76 A. Boot F.C.L 19,030 16,737

8. IC/15-76 Ankle Boot 14,737 13,580

9. 6C/75-T0 Kabli 3,748 2,314

10. 3CI75-76 Kabhi 1,445 1,148

11. 2C/76-77 Oxford shoe W.B.P. 18,529 14,780
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4.23 1In this connection, the Management stated (November, 1981)
as follows :-

“In some cases orders were accepted at a lower ratc 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 sold below
cost price even now, the representative of the Company stated -:

“So long as the capacity utilisation is lower, the cost will be higher.
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 achicve greater capacity utilisation.
Losses will remain till we come to the break-even point.
Secondly, we had no market study made for us. Even Defence
and Mines people were reluctant to place orders on us. So,
we took a limited order and cxecuted them in time. We are
now getting rcpeat orders. Wc had supplied more than 60,000
shoes by now to all these agencies. They have been accepted,
passed and used by them. We are getting repeat orders.”

4.25 The unit was incurring heavy losscs year after year. The
cumulative losses at the end or the year 1982-83 was Rs. 66.41 lakhs
(cxoluding 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 consideration of the organisation was to feed the “unit
with work action was taken towards procurement of 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 lakhs and
Rs. 20.86 lakbs in the years 1951-82 and- 1982-83 respectively
against which production was achieved amouniing to Rs. 25.44
Jakhs in 1981-82 and Rs. 31.51 lakhs in 1982-83.""
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4.27 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
vld stock of footwear valuing Rs. 3.91 lakhs 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. 0.76 lakh resulting in a loss of Rs. 2.04 lakhs. Out of the remaining
9,325 pairs of shoes, 9105 pairs valued at Rs. 1.09 lakhs were disposed
of at a price of Rs. 0.90 lakh by 31st March, 1981. Thus, 28271 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 accumulatiag because the designs and quality of shoes were in-
ferior, with the result that they had to be disposed of at aloss. He
futher stated that the Company has standardized the production of only
two qualities of shoes. One is the Defence ammunition shoes for Army
and the other is mining shoes. 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 onc year with the stipula-
tion that if these centres could be run profitabisly, the Company could
take them over permanently after appropriate valuation of their as8ets.
The units remained ynder the management of the Company till Decem-
ber, 1969.

4.30 The units could not be ‘run economically. The total loss
incarred up@iiecember, 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 August, 1970, fruit goods valving Ks. 2.22
lakhs were declared damag=. and written off. Stock worth Rs. 3.30 lakhs
was disposed of, the remaining stock worth'Rs. 1.17 lakhs and _Rs. 0.39
lakh was declared damaged and written off during 1973-74 and 1975-76
respectively. Thus out of the total stock of Rs. 7.08 lakhs as an
31st December, 196°, the stoek worth Rs. 3.78 lakhs had to be written off,



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 marketing from Agartala.

(iii) Difficultics in supervising the working 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 management had the
idca of processing other fruit products also to keep the unit busy
throughout 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 running of the Units at Agartala,
the Company handed them over to Tripura Government in December,
1969. On the closure of the Units the stqcks of the finished products
worth Rs. 7,08 lakhs were transferred by the Company to its Bons
Hooghly Central Stores at a cost of Rs, 0.11 lakh.

4.34 The Committee desired to Im;)w the reasons for accumula-
tion of food products and whether the reasons for it had been investi-
geted and responsibility fixed. In reply, the Company stated :

“Finished goods produced at Agartala Unit did not find suitable
market there and for which accumulation took _place. The
product being new, it did not have the acocptamiﬂ the market
although, the quality, it appears, was superior. This was in-
vestigated. The investigation was conducted by a tcam of
officers and report submitted to the Board and Board desired
that action should be initiated for taking departmental action
against the concerned General Manager on deputation from
Government of West Bengal. However, it appears, responsibj-
lity had not been fixed on any indiv{dqq;.”
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(iii) Bon-Hooghly Fruit Canning Unit

4.35 1In 1963-64, thc Company had set up fuit canning unit at
Bon-Hooghly, 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 end of the year 1982-83. :

4.37 1In 1977 the Company exported 6500 cartons (each carton
containing 24 tins of 850 grams each) of pinevapple slices to 3 parties of
Yugoslavia from the Bon-Hooghly fruit camning unit on FOB basis
against letter of credit opened by the parties as per details below : -

Name of Party Quantity Sale price
(Cartons) (Rs. in lakhs)
A 4,000 411
B « 1,000 1.03
C 1.500 1.52

4.38 Al the parties informed the Company in November, 1977
that the cans containing the pine-apple slices had metals not conforming
to the specificdtions as stipulated in the contracts and that the pine-apple
slices bad developed organoleptic character with too much corrosion on
the cans, rendering the fruit slices unfit for human consumption. The
buyers dcmanded refund of the full price paid by them. After protracted
correspondence and negotiations, party B and Party C agreed to settie
the disputes 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 settlement and preferred
an arbitration proceeding (June 1978) as per provision of the contract
before the Foreign Trade Arbitration Federal Chamber of Commerce,
Belgrade. The Ministry stated (June 1982) that the Arbitration Court has
held its first hearing in February, 1982,

4.39 The Committtee enquired whether the goods or the cams
supplied by Metal Box Company were defective and whether the matter
hasg been 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 were higher percentage of tin content and
some heavy metals arising out of inferior quality of tin plates.
Corresfondence were made with M/s. Metal Box Company
which avoided the responsibility on technical ground i.e.”
peroentage 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 :—

“No progress has yet been made. Correspondence ‘betwecu RIC
and Ministry of Rehabilitation is in progress. It may be added
in this connection that Arbitration Court had its sitting in.
February 1982 at Belgrade but no decision was arrived at.”

(iv) Handloom Units Cotton

4.41 The Company took over between May 1962 and September
1962 from the Government of West Bengal five handloom centres (at
Taherpur, Habra, *Khosbasmahalla, Gayeshpur and Chakda®) which
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 being with the ultimate object of handing
them over to Co-operative Socicties 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 staff of the handloom units
against such a transfer.

(a) Production Performance

442 The Company was generally not able to achieve targets of
production during the years from 1973-74 to 1980-81. A review of the
targets of production and actual production during these years has
revealed that the targets ranged from Rs. 10 Jakbs to Rs. 46.80 lakhs
whercu the lctual producuon ranged from Rs. 2.24 lakhs to Rs 27.15

PR e

"l"heae unm were merged into one in 1963-64
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lakhs. 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 the 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 lakhs)

Year Target Achievement % of Achievement
Prodn. Sale  Prodn. Sale  Prodn. Sale

1981-82 23.00 23.00 18.27 2227 7943 97
1982-83  83.00 83.00 93.42 51.27 112.55 61.77

(b) Productivity

4.44 Tt was also noticed that there 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 Average wage per Average production
worker per year per worker per year
(Rs) (Rs.)
1973-74 1,597 2,897
1974-°5 . 2,253 2,187
1975-76 2,717 1,769
1976-77 2,699 234
1977-78 2,549 743
1978-79 2,742 1,048
1979-90 3,250 1,617
1980-81 3,586 505

.

4.45 Asked about the position in this regard during 1981-82 and
1982-83, the Secretary of the Ministry stated in evidence that the
average value of production per worker in 1981-82 was Rs. 2147 and it
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had gone upto Rs. 11,736 in 1982-83. As regards the wages, he
stated :— .

“If ope gm sccording to Government rate of pay scales, it would
be about Rs. 4000 to Rs. 4500.”

(c) Workiug Results

4.46 The unit had incurred a cumulative loss of Rs. 409.16 lakhs
upto the end of 1982-83 (excluding expenditure on head office account).

4.47. In this connection, the Secretary of the Ministry stated that

the handloom units formed major part of the Company’s losses. He also

- stated that ‘no commercial company would have taken the ‘s handloom

units from West Bengal when the units were prima facie sick

apd were not making 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 been
suggested : T~

(® Return tﬁc units to West Bengal;
(b) Convert them into Cooperative Socicties; or
@) Close them down.

He added that it was impossible to implement any of the above
suggestions becuase wherever the Units were closed, the retrenched
workers of those units had to be transferred to other Units whether those
Units needed them or not.

4.48 Asked about the steps taken by the Company to mprove
working of these units, RIC informed in a note that new looma were
installed - to increase production. Attempts were made to feed the
units with raw materials as far as possible depending on avaﬂabnllty of
funds. ‘Before the products reach marketable standard and the workers
acquire competitive skill attempts were made 10 keep them engaged on
leoms t9 made them trained.

Dunng evidenc the Managmg Director of the Company added i—

Wcuc on , production of Jagata dhotis and Sarces. The handloons
_qannot compste with powerlooms. It is an unequal competi- .
tion If handloom sector bas to be viable, it should produce
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items whieh 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 value added
items.”

4.49 When asked during evidence whether the handloom prodiacts
were also being sold at less than the cost price, the M.D. stated :

“Losses will be there till we achieve a certain working capacity. On
T0% to 80% capacity utilisation, we arrived at a standard cost,
end try to recover it. If we are working on partial working
capacity the result will be loss.”

4.50 Due to very slow movement of finished products, there was
heavy accumulation of stock in the Handloom units. In 1971-72, the
Company disposed of non-moving handloom products worth Rs 7.20
lakhs at a reba.te of 45% and suffered a loss of Rs. 3.24 lakhs. Out of
the closing stock of finished goods worth Rs. 14.10 lakhs as on 31st
Matech, 1981, stock valued at Rs. 1.12 lakhs was non-moving. The
accumulation of closing stock was attributed (November4981) by the
Management mainly to high price of Company’s goods, obsolete
and back dated designs and absence of sufficient sal: outlets etc.

4.51 When enquired about the latest position of disposal of
non-moving stock worth Rs. 1.12 lakhs, the Company has stated that
as on 31.3.1982 the position stood at Rs. 0.72 lakh which is ony 2.7%

of total stock.

452 The Committee are unhappy at the poor performance of the
industrial and commercial units of the Company. All the units with the
exception of one had incurred heavy losses and are maioly responsible fot
the cumolative loss of Rs. 29.32 crotes suffered by the Cempany
upto the end of 1982-83. The Committee find that the variows units
were set up/taken over from the State Governments without any plan-
ning and without giving any thought to their techno-economic viabiity
For instance, the 5 handloom units which have accounted for » swubstan-
tisl part of the total loss were taken over from the Government of Wes
Bengal and run as factory onits when admittedty snch waits are normally
Tun a5 & cottage lmhstry or as cooperative societics. Strangely emough, the
Company 3ecided t0 run these centres initialty for » Hwited peciod "and.
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then to hand them over to the cooperative societies—a decision which
could not be subsequently implemented owing to agitation launched by the
workers and staff against such a trausfer. The Committee would like to
point out that the objective of providing employment to displaced persons
was not nccessarily served by giving them direct employment but could
well be achieved by beisg an instrument for gereration of employment.
They see no reason why tie haudioom units could not be organised as
cooperatives from the very beginning and the required manvagerial and
financial inputs provided to them. Had this bcen done much of the losses
incurred by the Company on account of running them as factory units
could have been avoided.

4.53 The Committce also find that not only these umits as well as
other units were set up without proper plinning but even subsequently no
steps were taken for their reorgzpisation. As far back as 1972, the
Ministry had decided that in view of heavy losses being incurred by the
Company a thorough rearganisation was needed und with this end in view
it was considered necessary to close down the umits which were com-
mercially not viaile and which had no prospects of being made so in
future and instead to develop new product oriented units on the advice of
qualified technicians/consult:nts. It is distressing to find that no serious
efforts were made to reorgasise the various units to make them viable as
decided. It should mot have been difficult to do so without sacrificing the
objective of kecping persons in employment as they could have been
absorbed in the new organised upits. The Committee would like to be
infornied of the reasons for this failure resulting in heavy loss of public
funds.

4.54 The production performance of the various units presented a
dismal picture. It was net until 1980-81 that the installed or attainable
capacity of various units had been fixed. The Committee conld get no
satisfacto: y explanation for this failure. Even with reference to capacities
fixed lately, out of 13 running units the capacity utilisation in 1982-83
jn 12 of them was below 607, and in 3 of them it was even less tham 30
per cent. The production was far below even the targets fixed evcfy year,
As against the present break even point of Rs. 18 crores the annual
production ranged from Rs. 53 laks to Rs. 170 lakbs during 1973-81. .
Even after belated implementation of the revitalisation plan in 1982, the
value of production was Rs. 6.86 crores in 198283 and this has again
slipped to anticipated Rs. 5.30 crores in 1983-84. Not only the production
was low bat the producs manufaetared were in many cases of inferioy
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quality and of out-d: ted designs. There was also lack of quality control.
In one of the Fruit canning units of the Company a loss of Rs 137 lakhs
was incarred as the Pine Apples slices exported to three parties were
found to be unfit for human consumption. The Committee view with
concern the poor performance of thc Comany resulting from mismanage-
ment, lack of foresightedness and business prudence. They desire that
effective measares be taken to increase the production in these units at

least to the break even level at the earliest.

4.55 The sales performance of the Company was equally bad.
‘There was heavy accumulation of finished goods on account of failure to
make proper market study and to produce goods as per demand. Accu-
mulated stocks had to be disposed of at heavy losses. For instance,
19126 pairs of shoes were sold in December, 1975 at an incredibly low
price i.e. of about Rs. 4 per pair on an average. Similarly, the handloom
products worth Rs. 7.20 lakhs had to be disposed of in 1971-72 at
unusually kigh rebate of 45%. The canned fruft worth. &s. 3.78 lakhs had
to be written off as these had deteriorated in quality on Account -of long
storage. The Committee are' distressedh to find that the marketing and
production planning left much to be desired. They would stress tae need
for qualinitlve strengthening of the sales and marketing organisation
of the Company to ensure that the Company is able to sell what is
produces.

456 The Company also suffered on account of ineffective cost
control. Most of the products were sold below cost and in some cases
the sale price did not cover even the direct cost (material ani labour).
Amazingly there were instances in leather works units where the sales
value of production was even lower than the value of materials consamed.
Thus, it would bave been more economical to pay idle wages than to
produce. :

4.57 The laboar productivity was exceedingly low in varioas units.
The value added per man month was far below the average emolumecats.
In handloom units in 1980-81, the value of production per worker was
ﬂjly 15 per cent of the average wages. It is distressing to find that lit'le
efforts had been made uutil recently to improve labour productivity by
taking up production of high va'ue items requiring manual skills and to
train the workers for doing such jobs Had this been doae carlier, the
manpower available to the Company would have beccme an asset instead
of being a liability. The Committee desire that at least now there suould -
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be conscious planning towards making best use of hmman resources so.
that the Company is able to reduce its cost of production and its products
are competitive in the market.

(D) Cost CP!. trol

4.58 The following deficiencies in the costing and cost eontrol
system of the Corporation have been pointed out in the Audit
Report :—

(a)
(b)

)

(d)
()

)
(8)

No comprehensive cost accounting manua] was in existence.

The system of reporting variation in cost against the estimate
to different levels of management for exercising effective cost
contro] was not in vogue.

No classification of overhead expenses into fixed and variable.
components had been made.

No norms had been prescribed for wastages and rejections.

There was no system of reconciliation between the cost and
financial accounts.

There was no system of standard costing.

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

The Management stated (November 1981) as follows :—

U]

i)

A draft regarding accounting menual which also includes cost
accounting has been prepared and final shape ofw hich is likely
to take place shortly.

The system of Management reporting had been started fully
from April, 1980 and the 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 financiat
accounts.
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4.59 When enquired how control on costs was exercised in view of
various deficiencies pointed out in the costing and cost control system,
the Company informed the Committee as und_eé —

“It is a fact that costing system a:d cost control could not be
effectively introduced earlier but all round efforts are now
being made to formulate and streamline the system as far as
practicable.” ’

460 As regards the latest position of finalisation of the account-
ir 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 Manual, formal Cost Accounts Manual.
The Ministry has taken note of it and has asked the Company
to doit. The Accounting Manual which will include-Costing
al o, should be ready by the end of this year (1983), Costing
was done in a rough and ready method. There-by products
became very costly. So, value of stock became very high.
The result was reduction of price, and liquidation of stock.
When we waated 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 the area of more production and are trying to sell
more.”

462 The Committee enquired whether deficiencies regarding cost
control system were ever pointed out by Statutory Auditors or the
Comptroller and Auditor General and when this mattér 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
deficiencies as pointed out in the Report of tae Comptroller
and Auditor General—Union Government (Commercijal) Part I
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1982 on the Rehabilitation Industries Corporation covering the
working of the Company from 1967-68 to 1980-81. However,
another annual Supplementary Report of the Statutory
Auditors is give®annually in order to supplemnent the main
Report. ‘This includes, inter alia, report on systems of internal
control, cost accounts etc. Under the head “Cost Accounis”,
they did mention about details of job costing or other costing
gystem as imp'emented 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 & Auditog General had also not’
specifically mentioned the cost control* deficiencies in their
annual reviews of the Statutory Auditors Reports, 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 of Government Companies did mention certain short-
comings 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 had 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.

The Corporation had a costing system in the pasi. The system
was not so sophisticated. The idea was to formulate, in the

At the time of factual verification the Audit stated that ‘‘such deficiencics
are not commented upon by the CAG on the accounts of the Companies U/S
619(4) of the Companies Act, 1956 but are brought out in the Report on’
Resume of the Company Auditors’ Report prepared by the CAG as well as
in the appraisal reports of the respective companics whenever taken up.
Such deficiencies were pointed out even before 1979, in the Resume of the
Company Auditors’ 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, discontinued. In 1982, the deficiencies regarding
costing system and cost control were specifically brought to
surface in the Report of the 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.
lnstructions 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. EBfforts were being made to finalise the com-
prehensive Cost Accounts Manual by December, 1983 and
remove the other deficiencies also to the extent possibie.

According to the latest information, the Cost Accounts Manual
had not, however, yet been finalised. The deficiencies in costing
system as pointed out at pages 58-69 of the “Report of the
Comptroller & Auditor General of India—Uaion Government
(Commercial)—Part Il 1982—Rehabilitation Industries Corpo-
ration Limited™ are still persisting.”

463 The Committee find that there are several deficiencies in the
costing and cost control system. [Inspite of the fact that some of the
deficienctes in cost control had been poiuted out by the C&AG in bis
reports since 1979, they are still persisting. The Committee desire that
an efficient cost control system suited to the industrial and commercial
activities of tire Corporation be introduced early by the Company taking
into account ¢be various deficiencies pointed out by the C&AG.

4.64 1In this connection, the Committee regret to note that although
“the Secretary of the Ministry had assured the Committee that the cost
accounts manual would be ready by the end of the year 1983, it has not
yet been finalised. They desire that it should be finalised without farther

delay.



CHAPTFR V
PERSONNEL MANAGEMENT

(4) Changes in'Top Management

‘

The 1971 Départmental Committee suggested that having regard to
the pature of the operations, the Chief Executive should be a man with
strong commercial bias and outstanding qualities of man-management
irrespective of his basic discipline. If ne.essary, the position should
even be upgraded from grade D to Grade C. He must be appointed in
the first instance for a' minimum 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.

5.2 When enquired about the 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 of their employment and the reasons for

their change, the Ministry informed the Committee in a written note as
under :—

*“The report of the Committee was received in 1972. It was obser-
ved that the officers with necessary qualifications were normally
not willing to accept the post of Managing Director of the
RIC, as the pay scale was not considered sufficiently attractive.
It was, therefore, felt that the post should initially be filled up
from suitable officer empowered for Schedule ‘D’ post, in order
to keep a suitable officer who makes appreciable improvements
im the working of the Corporation, the post could be considered
for ypgrading at the appropriate time.

* As regards the Committee’s recommendation that the Chief
Executive must be appointed in the first instance for 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 being

‘52
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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 undertaking or revertion to the parent
cadre within specified time limit. This pelicy was intended to
ensure that there were no frequant changes in the incumbancy
of Chief Executives of publjc enterprises and this would aiso
make for a greater identification on the part of the incumbents
with the affairs of the concerned enterprise. The following
officers held the post of the Managing Dircctor after receipt of
the 1971 Committee Report i—

Sl. No. Name Period of Total period

service of service
with the RIC

1. Shri D.C. Mukherjee 15-5-1973 to 10 months
24-3-1974 :

2. Shri M.K. Majumdar 25-3-1974 to 2 years
7-1-1977 9 months
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.

3. Shri 8.C. Banerjee, IMP 2.3-1977 to © 3 years
1-6-1980 3 months

4. Shri A.K. Deb, IAS 1-6-1980 to '3} months -
17-9-1980

5. Shri A.R. Kohli 17-9-1980 to date Continuing.

Shri A.K. Deb was appointed only as a temporary mcasure
pending appointment of the regular incumbant. Shri A-R.
Kohli was appointed Managing Director for the normal period
of 5 years with effect from 17th September, 1980. He is still
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continuing. The earlier Managing Directors had left the
Corporation on medical grounds or for taking up some other
assignments, etc.”

(B) Incumbents to Senior level posts

5.3 There was lack of experienced persons at senior level positions.
The 1971 Departmental Committee pointed out that some of the units
were headed by persons without any technical qualifications although the
job content of the unit was of technical nature and that it might be
necessary torreplace those unit heads by properly qualified persons.
No effective measures, however, appear to have been taken in this
regard as BPE again pointed out in their Report 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
strengthened by redeployment and induction of semior level experienced
officers.

5.4 Asked about the steps taken to strengthen the management at
senior level positions, the representative 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 persons of the top management
level. They were well qualified.

(C) Strength of Head Office and Units

5.5 The table below indicates the staff strength both at the
Head Office and Units of the Company for the six years ending 31st
March 1981 :—

Particulars 1975- 1976+ 1977- 1978- 1979- 1980~
76 wi 78 9 80 81

Number of persons

employed at the end

of the year

(i) Managerial
(8) Head Office .14 15 18 15 17 14
) Units 1 9 10 2 7 11

€) Total 1 24 257 B 24 26
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(i) _Supervisory

(@) Head Office 20 21 21 21 21 19
(b) Units 14 14 16 16 15 17
() Total “ 35 37 37 36 36
(iii) Others (clerical &

Grade IV)

(a) Head Office 180 178 198 204 209 213
(» Units 819 795 794 807 832 916
(© Total 999 973 992 1011 1041 1129

(iv) Worker;

(a) Head Office — - - - - —_
(b) Units 1577 1570 1574 1544 1589 1579
© Total 1577 1570 1574 1544 1589 15719

(iv) Total Employees 2631 2602 2628 2615 2690 2770

Ratio of
other staff IS 1:LS 115 114 114 1113
to workers

5.6 According to Audit, neither the detailed project reports of the
various units indicating staff requirements were prepared nor a compres
hensive analysis of the man-power requirements ef units and Head
Office of the Company was made. The sanctioned strength .of the
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 non<
existence of the detailed project reports of the various units indicating
staff requirements and absence of comprehensive analysis of the man-
power requirements thereof as well as at the Head Office of the Com-
pany. In this connection, the Company has informed in a written note
as under :— ’

“Having regard to the circumstances, neither the detailed project
reports of the various units indicating staff requirements were
prepared nor a comprehensive 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
live, 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 the units as well as at
the Head Office and the extent of surplus manpower with the company,
R.LC. has in their reply stated that the question of the extent of surplus
thanpower has been considered by the Board of R.I.C. recently. This
asrect Ras 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 there were 2753 and 2745 employees
as on ¥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 83350 (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.
Tt, thercfore, siggested that there should be complete overhaul of the
existing set up and much of the Headquarters staff might be routed to
the outlying units groupad into clusters treated as Divisions with suffi-
cient powers delegated to them so that the Divisions may become largely
self-sufficient in respeot of day-to-day management.”

5.11 Asked whether the organisational set up was restructured as
suggested, the Secretary of the Ministry stated that the organisational
set up was rastructured in 1974-75 and about 10% of the staff was
transferred from Head Office to different units. Adequate powers were
delegated to Mamagers in Februdry, 1976 and they were also empowered
to run units independently. 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 very heavy. The staff’ at Headquarters was more than
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 expenditure as on 31-3-1982 on salaries .and
allowgnces of office staff was Rs. 87,03,248 while the expenditurc on
account of wages of industrial workers was Rs. 1,03,54,671. 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 products
which we manufacture, sd that these people can be utilised
effectively. Some of them are being converted into salcsmen.
Toda;' I have a trained 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 fiad 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 employees.”

5.13 As per Annual Report of the Company for the year 1982-83,
the expenditure on salary and al]owanccs of office staff was Rs. 1.05
crores as against wages of industrial workers amounting to Rs. 1.16
crores.

(D) Labour Productivity

5.14 According to the B.P.E. Survey, the average monthly emolus
ments per employee were much more as compared to the value added
per man month during the years from 1979-80 to 1982-83 as is evident
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from the following table : .

1979-80  1980-81 - 1981-82  1982-83

Average monthly

emoluments per

employee . Rs.555 Rs. 842 Rs. 687 Rs. 798
Value added per .

man month Rs. 121 Rs.218 Rs.25 Rs. 719

The reasons for low productivity were surplus clerical staff and the
employees being untrained displaced persons.

5.15 The 1971 Departmental Committee pointed out that the crea-
tion of surplus clerical staff is the fault of the management at some point
of time and the present state of acute dissatisfaction among the labour
i8 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 same job as is the case in the RIC are subject to
2 or 3 different wage scales, the management could only _invite labour
troubles. The Committee inter-alia suggested (i) sending back to their
parent organisations all the deputationists ; (ii) uniformity in wage
scales/wage rates and reduction in the number of grades ; (iii) evolving a
system of linked productivity with payment, punishing the slack
employees and rewarding the good ones in consultation with labour
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 consequens losses.

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
' increasing 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 norms
are noticed less than what are prescribed. Since they have to
be paid, it is a training on the job. In the last year or two,
the Company has introduced a new product. For that purpote,

-
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they give special training to the people who are going to
produce this particular type of product.”

5.18 When asked 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 weavérs were also trained on sheir own
looms.

5.19 On being asked whether any product‘ivity linked incentive
scheme has been introduced, the representative of the Ministry informed
the Committee that for increasing productivity, production norms 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 was also- thege.

5.20 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 present
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 sent 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.” .

522 The Company had suffered on accomnt of organisational deSi-
ciencies and lack of proper manpower planning. There had been frequent
changes in the top management. During a period of 8 years from 1973 to
1980 there were as many as 5 changes in the incumbents to the post
of Mg Director. There is no gain-saying that such frequent
changes at the top level adversely affect the performance of any organisa-
tion. 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
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lack of experierced persons in senior level positions. Some of the units
were beaded by persons without any technical qualifications although the
job content of the units was of a technical nature. Regrettably even after
this deficiency had been pointed our by a 'Departx:lental Comumittee in .
1971 no serious efforts were made for qualitatively 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 progressively improve
the performance of the Company.

5.23 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
of excessive overheads. No detailed analysis of the manpower require-
ments of the units and Head Office was made. The total expenditure on
salaries and allowances of officers and staff during 1982-83 was of the
order of Rs. 1,05 crores as against Wage Bill of Rs. 1.16 crores for
industrial workers. The Secretary of the Ministry conceded during
evidence that the staff at the headquarters was more than required. 1he
Committee find that a Review Committee on the working of the Company
bad 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, disproportionate 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. .

5.24 The Committee were informed by the Managing Director of
the Company that question of extent of surplus manpower had been
cousidered by the Board of the Company recently and complete identific-
ation of excess manpower would be made within six months’ time. They
hope that this excercise would be completed as promised amd the surplus
m:l'wer employed productively on other jobs.

525 During the evideace, the Secretary of the Ministry made a
point that employment of uatrained displaced persons was partly res-.
ponsible for low productivity and comsequent losses, The Committee
feel that on-job training though useful is met sufficient. They
would, therefore, like to stress that some employees from each trade may
be provided opportunity to receive short term training in the Prototype
Development-cush-Training Centres or Industriad Training Institates to
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enable them to improve their skills. Those who receive such training
facilities may on retarn impart those technical skills to other persons of
the Company in that trade.

5.26 During their visit to some of the units, the Committee observed
that most of the operations, especially in the Footwear Unit and Fruit
Canning Units were done manually. The Committeé feel that if some
mechanisation is introduced in repetitive jobs, the production would
increase. The quality would also improve; thus making goods competitive
In market.

527 The Committee would also like the company to explore the
possibility of deriving benefits or collaborating with well-known organisa-
tions engaged in Research and Development activities relating to the
operations of the Company with a view to improve the technology emplo-
yed in its various units.



CHAPTER VI
FINANCIAL MANAGEMENT AND OTHER MATTERS
(A) 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 time 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 persons, reco(rery 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 the
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
Cfompany was then treated as a secondary one.

(b) The taking over of the uneconomic handloom units from the
Government of West Bengal and subsequently coverting them
to factory units and introduction of wage 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 the main idea was to prdvide 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 ¢ompetition 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. *

(2 Initially the Cdmpany had undertaken a large variety of non~
commercial activities which added to the losses.

{h) Non-availability of sufficient working capital in time attributed
to the decreased productivity and 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-operatives.

(k) RIC with its vast overhead cost had to competc in the open
market with small scale entrepreneurs for which no price pre-
ference is allowed both by Central and State Governments.

(I) Apart from the above, in recent years, floods and regular load
shedding has helped to increase the 13sses.”

While indicating the factord responsible for losses of the Company
(which are mere or less the same as indicated above) the Ministry stated
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(September, 1982) that as a result of implementation of the revitalisation
programme there is now a hope for the Corporation to turn the corner.

6.4 In view of the continuous losses aggregting Rs. 880.7 - lakhs
(including cash loss 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 treatmegt of balance loan (Rs. 213.12 lakhs)
as interest free loan for a period of 5 years, with a moratorjum on
repayment during that period.

6.5 At the instance of the Ministry of Supply and Rehabilitation,
the Company, between october, 1980 and September, 1981 submitted
feasibility reports in respect of its various units alongwith projections for
production/sales, cash flow etc. for the period from 1:81-82 to 19.0-914
The proposals included inter alia, conversion of loans to the extent of
Rs. 700 lakhs (out of total loan burden of Rs. 1488.05 lakhs) into equity
and waiver of penal interest amounting to Rs. 739-22 lakhs. On the
basis of the above proposals and projections the Ministry conveyed
(November 1981) the following measures for revitalisalion of the
Company : ’

(1) Ceramic Unit and Electrical Anéillary Unit shoud be closed
down. )

(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 workers into co-operatives who can takeover the
bhandloom sections progressively.

(3) All loans outstanding on 31st March, 1981 to be interest free
from 1st April, 1981 to 31st March, 1986.

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

(5) For capital outlay in 1981-82 and 1982-93, Rs. 1.16 crores 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
make good the cash losses for the year and for working capital
requirement.

(7) From 1982-83 onwards, the Company to arrange to meet its
further workin s capital requirement from comdertial banks.
No non-plan loan to be given from 1st April, 1982

As a result of the Government’s decisions mentioned at (3) and (4)
above, the liability of the Company in respect of Government loans
(including normal and penal interest) amounting to Rs. 2502.93 lakhs
as on 3Ist March, 1931 would remain frozen during the period from
1st April, 1981 to 31st March, 1986.

6.6 According to thé Anhual Report of the Company for the year
1981-82 the Blectricil Ancillary and Cerarmic Units of the Corporation
were closéd down in 1981 and the employees of the sald udits were
re-deployed in other uhits of theé Corporation. Th¢ plant and michinery
were partly disposed of and partly tidnsferted to other uitits; and the
shed occupiéd by the Ancillary Uhit was 1et out to NFDE, In the
Ahnual Report for 1982-83 it has alto been statéd that o aeteptable
terms and cotiditions for selling 6tit of the defunct ceramit fictoty could
yet be obtained.

6.7 Asked about the efforts made to form eooperative socicties of
handloom workers, the representative of the Ministry informed the
- Committee that workers did not want to form cooperstive societies.
The trade unions threatened agitation if Government forced them. The
State Government was alo against it.

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

“When the Company is producing §66ds worth less than a crofe of
rupees and payidg wages almost.Rs. 2 crores a yédr, it is
actually a very poor performance. Out obJecuve has to be
something like Rs. 15 crores to come to the break even

level.”
6.9 In this connection, the Secretary of the Ministry also inter alia
stated :

“The results of the Company are aot fully satisfactory. We are not
fully satisfied and -cven the ChairmanrManaging Dircctor is
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also not satisfied with the performance. We would certainly
like to improve. The Government in the past was trying to
find out how the Company’s performancz could be improved.
But it was only in*1981-82 that the Government took note of
certain constraints faced by the Company.

As reghrds 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
shoald have been generated to increase 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) Jakhs per year, it may not be able to
break even. The Government’s intention and the Company’s
target is 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 started
producing high-cost textile products which are very favourably
received in the market. That has also given the company a
higher productxon value-wise, and the sales ﬁgurcs are also
going up.”

6.10 When asked about the action taken op the recommendations
of various Departmental Committees, to make the Company viable, the
Managing Directot 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 tue report of

‘one Commlttcc came, another committee came in picture.

With the result, the productivity nzver picked np. They are

all small scale units estallished without any studies made in

the past.........The basic problem was that no propér" f'easibilily

v/, study was done when these units were established. The second
thing was that the proble n was so gigantic and the people.did

not go into fuller details as to what was requircd. When the

problem of refugees came, it was a sudden influx.. At that

time it was not possible to prepare tire feasibility reporf. Once
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a company starts losing, it becomes difficult to bring it on the
road of recovery.”

6.11 1In this connection, the Secretary of the Ministry informed the
Comnmittee 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 Government had a proper revitalisation scheme and
the Government could put in- chargé a good team properly
selected and foitunately industrial relations a'so picked up. All
these things put together the Corporatlon was put on a very
good position.”

6 12 When enquired about the achievements made by the Company
as a result of implementation of the rcvntahsanon 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, there has been considerable
improvement in the working of the Corporation. Both
production and sales have picked up sizeably. From the
production of the value of about Rs. 1 crore during 1980-81, it
rose to about Rs. 2.67 crores worth in 1981-82 and Rs. 6.86
crores worth in 1982-83. Similarly, sales increased from about
Rs. 1 crore worth in 1980-81 to about Rs. 2.79 crores in
1981-82 and Rs. 6.80 crores in 1982-83. There Las also been
reduction in cash loss. The cash loss during 1981-82 was
Rs. 1.50 crores as against Rs. 1.70 crores in 1980-81. The
cash loss was further reduced to Rs. 0.90 crores Juring 1982-83,
Since there has been some slippage in the programme, the
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 recommendations made by
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the Sub-Committee in their meeting beld on 29 August, 1983.
The entire working of the Corporation including the progress
of implementation of the original revitalisation plan sanctioned
in 1981, the modified projections now approved by the Board
on the basis of the report of the Sub-Committee of the
Bogyd, are under consideration of the Department of Rehabili-
tation.”

6.13 According to the note dated 27-9-1982 of the Department of
Rehabilitation, the Company was expected to reach a zero loss figure by
the end of the year 1982-83 after taking into consideration the various
concessions like interest holiday on loans for the period 1981-86,
moratorium of 5 years in repayment of instalments of loans outstanding,
efo.

6.14° On being enquired if the Corporation has been able to
break eyon in 1982-83, the Corporation has in a note stated as
follows :—

“As per RIC’s records and the original feasibility report and
projection, the Corporation was expected to make a profit of
Rs- 45.lakhg in the year 1982-83. However, it has not measured ~
upto the expestation.”

6.15 With regard to the point at which thc Corporation expected
1o reach break cven, the Corporation has informed that as per revised
analysis of the working of the Company and the projection made, the
Corporation is c_x|peo;ed to reach the break even in 1985-86,

6.16 Subscquently, in a note, RIC has informed that the Corpora-
tion woyld ﬁrqak-even with a turnover of Rs. 18 crores provided a
realistic and beneficial capital restructuring is done. The present debt/
equity ratio is very adverse. However, with a turnover of about Rs. 18
crores, iﬁere would not be any cash loss. The present debt-equity
ratio is 4:1 as against Government pohcy of debt/ equnty ratio of 1:1 in
general.

(B)  Performance Review Meetings

6.17 In pursuance of the recommendations of the Committee on
Public Undertakings made in 1967-68, ins ructions were issued by BPE
in 1969 for holding regular performance review meetings of the under-
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takings under thoir administrat_ive‘cbntrol. The number of such meetings
which were carlier required to be’ not less than once in six months was
raised to once in every quarter by the instructions issued in 1975.

6.18 When asked 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 mectings were held, i. ¢. in January
and December, 1981; then in March, August and December,
1982; and then in April, 1983, In July, 1983, the Secretary
herself reviewed. Another 1eview 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 the
Miaistry; and (2) when the reports of the various committees
came to Government’s attention. Government was trying to
find out what should be done and at various times Government
did issue various instructions and directives.”

619 The Committee regret to note that the Company had been
incorring losses continuously since inception and the accumulated losses
at the end of the year 1982-83 were a staggering figure of Rs. 29.23
crores. Considering the wayin which the Company had been managed
since the beginning nmething better could be expected from it. Apart
from the failares of the management, the Ministry of Rehabilitation
could not also be said to have discharged its responsibility towards the
Company under its control. Owe of the cootributory facters for the
losses of the Company was paseity of fands. In view of the heavy losses
suffered by the Company it- fsced severe resources coastraints forcing it
to curtail production and comsequential beavier Josses. It was expected of
the Ministry to take timely measwres Tor providing adequate financial
support I it was convisieed of the need for comtinaance of the Company
Thé Committee regret to mote that even after the Company spproached
the Government fn April; 1977 for restructuring its capital in view of
Beavy losses suffered by it, it was met watil Noyember 1981 that the
Ministry became alive to the need and ¢ook measwres for revitalis ¢lon of
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.

the Company. In the meantime, - the Company went further into the red
acd the losses which were Rs. 850 74 laxhs upt 1975.76 went up to
Rs 2616 07 lakhs by tke (rd of 1480-81. The Committee could fi:d no
sactisfactory explacation for this lack of timely decisioa is regard to
revitalisatian of the Company which couid have helped in reducing the
lieavy losses of tire Compaay.

620 The Minis ry also failed to discharge progerly its function of
monitoring and reviewing the pert‘ormancé of ghe Company. Altheugh 6
Committees were set up at different times to undertake detailed technical
acd fin.ncial appraisal of the working of tlie various units of the
Company, itis regrettable that most of the recommendations of the
Committees were not i nplemented defeating the very purpose of appoiat-
ing these Committees. Further, in spite of clear instructions issued by
the B”E in 1969 and 1975 for holding the performance review of 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 BPi: in 1975. The Committee regret to mote
that the Ministry failed to discharge this important function in-spite of
the fact that the Company was incurring huge losses since inception and
its rcgular performance appraisal was, therefore, all the more necessary.
The Committee 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 meetings.

6.21 Even after belated implementation of the revitalisation plan
which provided the Company various concessions in regard to the liability
of the Cqmpany in respect of Government loans, the Company is not yet
out of the woods, The Ministry expected that the Company would reach
8 zero loss figure by the end of the year 1982-83. However, according
to the latest assessment of the Company, it was expectxd te reach break-
even point only in 1985-86 and that too provided there is rcstructaring of
the capital and the unfavourable debt-equity ratio is suitably altered.
The Committee have been informed that the entire - working of the
Company including the progress df implementation of the original revita-
lisation plan and the modified projections were under consideration of the
Department of Rehabilitation. The Committee desire that the delibera-
tions by the Deptt. should be expedited and measares taken to easure
that the Company becomes soon an economically viable unit as otherwise
it woifd be difficult to justify its continnance any longer.
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(C) Fxtra expenditure of Rs. 3.75 lakhs in civil construction work under-
taken by the Company. -

6.22 With a view to utilising surplus man-power, the Company
secured (August 1976) a work order from Coal India Limited (Bastern
Divison) for construction of regional and uait workshops including
administrative and other buidings, roads, boundary walls, drainage system
etc. at different collieries in Asansol Coalfield area for Rs. 2 crores, on
turn-key basis. The masonary walls of the regional workshops at Ukhra
and Mugma and unit workshop at Nabokajora constructed by the
Company at a cost of Rs. 7 lakhs collapsed ‘due to a cyclon ia 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, inter alia, to the use of
substandard materials and defective construction The investigation in
respect of Muzma was not conducted as the walls were constructed by
the san}e contractor based on a similar design. Walls were reconstructed
by the Company at a cost of Rs. 8.75 lakhs. No responsibility was,
however, fixed for the lapse (November, 1981). The Ministry had
desired (1)78) a report on the subject from Eastern Coalfields which has
not been reccived by the Ministry so far. The Ministry stated (June,
1982) that efforts were still being made by the R I.C. to get the report
from the Eastern Coalfields Limited and fixation of responsibility could
be examined only after the report was received.

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

“For having impartial view on the collapse of walls, M/s. 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 abnormai dclay in
fixation of 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/s. ECL. Moreover, all res-
ponsible officers either left the Company or their services have
been terminated.”
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6.25. The Committee take a serious view of the fact that the
Company has resorted to use of sub-standard material ia Civil construc-
tion work for another Public Sector Company (Coal India) and had to
incur an additional cost of Rs. 3.75 Iakhs -on reconstruction of the defec-
tive walls. Although the matter had come to the notice of the Mimistry
in 1978, mo actiom has been taken so far to fix the respomsibility. The
Committee regret to pote the inordinate delay in this regard and desire
that the enquiry should be expedited and action taken against the guilty

persons,

NEw DELHI; , MADHUSUDAN VAIRALE,
27 April, 1984 Chairman,
7 Vaisakha, 1906 (Saka) Committee on Public Undertakings.



APPENDIX

Statement of Conclusions| Recommendations of the Committee
on Publie-Undertakings Comtained in the Report

S. No.

Reference to
“Para No. in
the Report

Conclusions/Recommendations

2

3

1.14

1.15

The Rehabilitation Industries Cor-
poration was set up in 1959 with the main
objective of providing employment to the
displaced persons from East Pakistan (now
Bangladesh) through industrial develop-
ment. The number of displaced persons
employed by the Company was, however,
only.2609. Even taking into consideration
the indirect employment provided to the
displaced persons by the parties to whon
leans or industrial sheds have been given by
the Company, the number of persons who
had found direct and indirect emaployment
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-
ding employment to the displaced persons-
On the other hand, the Compacy had in
the process incurred a colossal loss of
Rs. 29.23 crores upto the end of 1982-83,
as against the paid up capital of Rs. 4.11
crores.

The Managing Director, in his
evidenoe before the Committee admitted
that the Company acted until recently as

—_—
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1.16

a relief organisation following the path of
dole-oriented culture. It was only from
1981-82 that attempts have been made to
turn the corner and to adopt a commercial
approach. The Committes are surprised
to find that there has been lack of decision
even in regard to the basic approach of
the Company in its functioning. It would
not have been so, had comprehensive aims
and objectives of the Company been laid
down. Ahhough it was in November,
1970 that the BPE had requested all
Ministries to lay down objectives and
obligations for each public enterprise
under 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 Ministry obtained.

In regard to objectives of the
Company, the Committee are unable to
agree with the view expressed before them
that it was very difficult for the Company
to achieve the twin objectives of finding
employment for refugees and at the same
time to be an economically viable unit. It
Ras been comceded that there were various
other schemes for looking after the rehabi-
litation of displaced persons, If, in spite
of these schemes, the Government decided
to set up Rehabilitation Industries Corpo
ration as a Company under the Companies
Aet, it was supposed to function on com-
mercial lines and should have beer
managed as an economically viable con-

—_——
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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
Mibistry 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 vizble concern. Evidently,
it has not been managed well earlier.

~ The Committee desire that effective
steps should .now be taken to ensure that
tbe 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 runa-
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 displaced per-
sons. The various criteria to be considered
while granting loans wers the security
offered, employment potential to be
created, viability and technical soundness
of the schemes, competeace and integrity
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145
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of the loanee industrialists, etc. During
the period 1959-60 to 1971-72 the
Company disbursed loans to 43 loanees to
the extent of Rs. 119.51 lakhs after which
the activity was confined to the recovery
thereof. The performance of the Company
in regard to this activity has been disap-
pointing. It failed to enforce the condition
of providing employment to the displaced
persons as committed to by the industria-
lists, the number of displaced persons
actually employed being 2105 as against
the commitment of giving employment to
4679 persons.  The recovery of the loans
from the loanees has also been extremely
poor. As against an amount of Rs. 119.51
lakhs disbursed to various parties an
amount of Rs. 115.47 lakhs (Rs. 66.55
lakhs on account of principal and
Rs. 48.92 lakhs asinterest accraed therean)
remained “outstanding, out of whith an
amount of Rs. 105.95 lakhs was considered
doubtful debt and provided for as such in
the accounts.

, From the facts stated above, the
Committee cammot help concluding that
there had been no proper appraisal of the
load applications to ensure credit worthi-
ness of the parties and soundness of pro-
Jects before granting them the loans.

++ There had been inordinate delays in
taking action for the recovery of the loans.
For jnstance, in the case of one concern
from:. whom an amount of Rs. 42.73 lakhs
was outstanding and which did not pay
even the first mstalment in time it was
‘after 7 years of the default in payment that
2 fegal netice was issued. Even thereafter,
no prompt follow-up action was taken

S
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€xcept issung again a solicitor’s notice and
that too, 4:years afner the earlier notice.
The claim of the Company is now pending
with the commissioner of payments as the

‘debtor coneern has since been nationali-

sed. - In awmother case, legal action for
realisation of outstanding dues against the
concern which had failed to pay even the
first instalment was initiated after 8 years
of the defauit. Yet in another case, no
action was taken for default in repayment
of dues amounting to Rs. 13.03 lakhs by
8..Corporation Societies till they stopped
operations.and went into liquidation, The
reasons adwanced for the inordinate delays
in rca\lisin&thc dues are hardly convincing.
The Committee regret to note that the
machinery . 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. 100 lakhs
on this activity. The fact that the Company
failed tp recover the amount due even
from the socieities in .which it actively
participated . in management is only indi-
cative:.of the failures of the officers to
safeguard- the interests of the Company.
The Commitice have been assured that the
sanior. officers of the Company are now
Teviewing the debt cases from time to time
and taking.effective steps for recovery of
the. outstanding dues. They hope that the
matter apuld be vigorously pursued to
effect recoveries as far as possible.

The Committee find that in the case
of powerloom cooperative socieites,
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3.28

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
matter 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 609 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 15 years. The
objective of providing employment to 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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3.30

employment to 1626 displaced persons.
Inspite of the directions issued by the
Government, the Company failed to take
measures to see that the commiiments
made for the employment of displaced
persons was effectively enforced.

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 for revision
of rentflicence fee with the result that the
rent enhanced by the Company in accor-
dance with the Government of India
orderscould 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 the rates of rent, no
recovery of enhanced rents was made from
them. Worse still, a large amount of rent
and electricity chargés amounting to
Rs. 40.75 lakhs as on 31-3-1983 remained
outstanding against the lesseces out of
which Rs. 10.63 lakhs were considered as

.doubtful debts and were provided for as

such in the accouats.

The Committee regret to note that
inspite’ of instructions issued by the
Ministry in pursuance of the report made
by the Board of Rehabilitation in 1968
to the effect that the Company should
vake immediate steps for recovering the
outstanding dues from the defaulters and
to sec that the commitments made for
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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 against some of the tenants for the
realisation of the outstanding dues and in
some other cases out of court actions have
been initiated. The Committee hope that
‘there ‘would be no fuarther laxity in this
regard and all 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
purchase basis with the stipulation of
displaced persons employment for a period
.of at lqast-five years. The Board was of
4he view.that this would help the Company
to recover considerable capital for future
investment.. According to the Ministry
the -hire..purchase system could not be
implemented. because the land on which
sheds were constructed was yet to be
transferred by the State Government to

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
sile. of sheds to the industrialists on
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hire-purchase basis should be consldered
senously

The Committee are unhappy at the
poor pcrfq'_rmance of the ‘industrial
and commercial units of the Company.
All the wunits with the exception
of one had incurred heavy losses
and are mamlv responsible for the cumu-
lanve loss of Rs. 29.23 crores suffered by
the Company upto the end of 1982-83.
Thg Comm:;tee find that the various units
were set upftaken over from the State
Govemments without any planning and
wathout gwmg any thought to their techno-
cconoch vnabdxty For instance, the 5
handloom units which have accounted for
a substantial part of the total loss were
taken over from the Government of West
Bengal and run as factory. units when
admittedly such units are normally run
as a cottage industry or as cooperative
somctlcs Strangely enough, the Company
d;cldcd to run these centres initially for
a limited period and then to hand them
over to ;h; cooperative societies—a deci-
sion \vhldx could not be subsequently
implcmenu‘d owing to agitation launched
by the workm and staff against such a
transfer 'The Committee would like to

_ point out that the objective of providing

employment to displaced persons was not
necessanly served by giving them direct
employmen( but well be achieved
by being am instrument for gemeration of
employment. They sce o reason why
the handioom units could not be organised
as oooperatrves from the very beginning
and the rcquu'ed managerial and financial
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inputs provided to them. Had this been
done much of the losses incurred by the
Company on account of running them as
factory units could have been avoided.

The Committee also find that not
only these units as well as other units were
set up without proper planning but even
subsequently mo 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 in view it was considered ne-
cessary to close down the units which were
commercially not viable and which had no
prospects of being made so in future and
instead to develop new product oriented
units on the advice of qualified technicians/
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 have been 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 resulting in heavy loss of public
funds.

The production performance of the vari-
ous units presented a dismal pictore. It
was not until 1980-81 that the installed or
attainable capacity of various units had
been fixed. The Committee could get no
satisfactory explanation for this failure.
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 evea
less than 30 per cent. The production
was far below even the targets fixed every
year. As against the present break even
point of Rs. 18 crores the annual produc-
tion ranged from Rs.'53 lakhs to Rs. 170
{akhs during 1973-81. " Even after- belated
implementation of the revitalisation plan
in 1982, the value of ' production was
Rs. 6.86 crores in 19562-83 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 oug-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 lakhs was incurred as the Pine
Apples slices exported to three parties
were found to be unfit for human con-
sumption. They Committee view with
concern the poor performance of the
Company resulting from mismanagement,
Jack of foresightedness and business
prudence. They desire that effectiue
measures be taken to increase the produc-
tion in these units at least to the break
even level at the earlicst.

The sales performance of the Com-
pany was equally bad. There was heavy
accumulation of finished goods on account
of failure to make proper market study
and to produce goods as per demand.
Accumulated stocks had to be disposed of
at heavy losses. For instance, 19126 paiss

of shoes were sold in December, 1975 at
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an incredibly low price i.e. of about Rs 4
pet pair on an average. Similarly, the
Kandloom products worth Rs. 7.20 lakhs
had to be disposed of in 1971-72 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
Commitleé are distressed to find that the
tnarketing and production planning left
nuch to be desired. They would stress
the need for qualitative strengthening of
the sales and marketing organisation of the
Company to ensure that the Company is
able to sell what it produces.

The (iompany also suffered on
account of ineffective cost control. Most
of the products were sold below cost and .
in some cases the sale price did not cover
even the direct cost (material and labour).
Amazingly there were instances in leather
works units where the sales value of
production was even lower than the value
of materials consumed. Thus, it would
Bhave been more economical to pay idle
wages than to produee.

The labour productivity was ex-
ecedingly low in various units. The value
added@ per man month was far below the
average emoluments. In handloom units
m 1980-81, the value of production per
worker was only 15 per cent of the averag:
wages. It is distressing to find that little
effoits had been made until recently to
iprove labour productivity by taking up
production of high value items requiring
manual skills and to train the workers for
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doing such jobs. Had this been done
carlier, the manpower available to the
Company would have become an asset
instead of being a liability. The Committee
desire that at icast now there should be
conscious planning towards making best
use of human resources so that 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 deficiencies in the costing and cost
control system. In spite of the fact that
some of deficiencies in cost control bad
been pointed ouf by the C&AG in his

teports since 1979, they are still persisting.

The Committee desire that an efficient cost
control system suited to the industrial and
@iommercial 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
i‘égi‘ct to note that although the Secretary
of the Ministry had assured the Com-
mittec that the cost accounts manual

" %ould bc ready by the end of the gear

1983, it has not yet been finalised. They
deckire that it should be finulised without

farther deldy.

The Company had suffered on
account of organisational deficiencies and
tack of propsr manpower planning. There
bad beed frequent changes in thc top
mhanagement. During a period of 8 years
from 1973 to 1980 there were as many as

—_—
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5changes 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
upits was of a technical nature. Regrettably
even after this deficiency had been pointed
out by a Departmental Committee in 1971
no serious 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
Comnmittee 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 of excessive
overheads. No detailed analysis of the
manpower requirements of the units
and Head Office was made. The total
expenditure on salaries and allowances of
officers and staff during 1982-83 was of
order of Rs. 1.05 crores as against Wage
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Bill of Rs 1.16 crores for industrial
workers. The Secretary of the Ministry
conceeded during evidence that the staff
at the headquarters "was more than
required. The Committee find that a
Review Committee on 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.

N~ The Committee were informed by
the Managing Director of the Company
that question of ‘extent of surplus man-
power had been considesed by the Board
of the Company recently and complete
ideatification of excess manpower would
be made within six months’ time. They
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 poiat 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 some employees from each
trade may be provided opportunity to
receive shast term tragning in the Proto-
type Devedopment-cum-Trathing Centres
or Industrial Training Institutes to enable
them to improve their skills. Those who -
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receive such training facilities may on
return impart those technical skills to
other persons 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-
wear Unit and Fruit Canning Units were
donc manually. The Committee feel that
if some mechanisation is introduced in

’ repetl;xve jobs, the production would

increase. 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 benefits or collaborating with
well-known organisations engaged in
Research and Development activities rela-
ﬁng to the operations of the Company
with a view to improve the technology .

employed in its vaojaus units.

The Committee regret to note that
the Company had been incurring losses
continuously since ‘inception and the
accumulated losses at the end of the year
1982-83 were a staggering figure of Rs.
29.23 crores. Considering the way in
which the Company had been managed
since 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
bave discharged its responsibility towards
the Company under its control. One of
the contributory factors for the losses of
the Compeny was paucity of funds. In
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view of the heavy losses suffered by the
Company it fuced severe r.sources cons-

* traints forcing it to curtail production and

consequential 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 regrct to note that even after
the Company approached the Govern-rent
in April, 1977 for restruciuring 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. 2616 47 lakhs by the end
of 1950-81. 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 werc
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 importani 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 rcview meet-
ings.

Even after belated implementation
of the revitalisation plan which provided
the Company 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 year
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 capitaf and the un-
favourable debt equity ratio is suitably
altered The Committee have been infor-
med that the entire working 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
Rehatilitation. 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-st.ndard material in Civil
construction work for another Public
Sector Company (Coal India) and had to
incuran additional cost of Rs. 3.75 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.
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