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INTRODUCTION 
I, the Chairman, Committee on Public Undertakings, 

having been authorised by the Committee to submit the 
Report on their behalf, present this Sixth Report on the 
Fertiliser Corporation of India Ltd., New Delhi. 

2. This Report is based on the examination of the work-
ing of the Fertiliser Corporation of India Ltd. upto the year 
ending 31 st March, 1964. The Committee took the evi-
dence of the representatives of the Fertiliser Corporation of 
India from the 16th to the 21st December, 1964 and of the 
Ministry of Petroleum & Chemicals on the 13th and 14th 
January, 1965. 

3. The Report was adopted by the Committee on the 
2nd April, 1965. 

4. The Committee wish to express their thanks to the 
~fficers of the Ministry of Petroleum & Chemicals and the 
Fertiliser Corporation of India for placing before them the 
material and infonnation that they wanted in connection with 
their examination. They also wish to express their thanks 
to the non-official organisations/individuals who, on request 
from the Committee, furnished their views on the working 
-of the Fertiliser Corporation of India Ltd. 

NEW DELIU; 
20th April, 1965. 

PANAMPILLI GOVINDA MENON, 
Chairman, 

Committee on Public Undertakings. 

Chaitra 30, 1887 (Sag). 
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I 

INTRODUCTORY 

Fertilizers are to agriculture what steel is to industry. Import-
In an agricultural country like ours where the yield per acre ance. 
is low. supply is short of demand and population is increas.-
ing, the fertilizer industry assumes added importance. It 
has been the sad experience of the country that foodgrains 
had to be imported year after year. The average yield of 
wheat per acre in India is 267 Kgs. as against an average of 
860 and 746 Kgs. in Japan and u.S.A. respectively. The . 
higher yield in the above countrie.s has obviously been possi-
ble because of higher consumption of fertilizers and 
improved methods of cultivation. With more intensive 
utilisation of fertilizers our yield per acre of arable land can 
also be considerably increased, if not brought on par with 
the yield in other countries. 

2. Fertilizers are not, however, new to India. They 
have been used for plantation crops for over 50 years. Their 
application to field crops 0; any large scale dates from the 
Grow More Food Campaign started during the Second World 
War. Thereafter successive Five-Year Plans have laid 
increasing emphasis on the use 'of fertilizers for achieving 
the targets of agricultural production. 

3. The production and consumption of fertilizers have Produc-
steadily increased during the last few years as would be seen tion and 
from the figures given below:-, ~onsump-

Y~ar 

1961-~ 

1962-63 
1963-64 
1964-65 

(estimated) 

('000 tons of N) 

Produc- Imports Total avail-
don ability 

145 138 283 
178 245 423 
219 223 442 
U5 223 448 

.. ~~--.-- ..•. 

4. The~production target of fertilizers during the Third 
Plan was fixed at 800,000 tonnes per annum. The target 

hon. 
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fixed for fertilizer production during the Fourth Plan is 
2 million tonnes of nitrogen per annum. To achieve this 
target, it has since been decided to develop the industry on 
a "crash programme" basis. 

5. The first Indian plant for the fixation of atmospheric 
nitrogen was installed at Belagola in Mysore just before the 
Second World War. A second unit was installed in Alwaye 
in 1946. But these were small units. In 1944, the Indian 
Foodgrains Committee recommended the establishment of 
a large fertilizer factory with a daily output of 1,000 tons 
of ammonium sulphate. Following the recommendations 

'" of a British Technical Mission, which visited the country in 
1944, it was decided to set up a State-owned fertilizer factory 
at Sindri. Its management was entrusted to Sindri Ferti-
lizers and Chemicals Ltd., which was incorporated on 18th 
December, 1951. 

FormaUon 
<)f the 
Fertilizer 
Corpora. 

'tion. 

'Rated 
'Capacity 
of Units. 

6. In October 1954, the Government set up the Ferti-
lizer Production Committee to select suitable locations and 
suggest the pattern of production during the period of the 
Second Plan. As a result of the recommendations made, a 
plant was set up at Nangal to produce both fertilizers and 
heavy water. The Nangal Fertilizer and Heavy Water Pro-
ject, which was initially started as a departmental work of . 
the Government of India, was incorporated as a Company 
with effect from 27th February, 1956 under the name of 
"Nangal Fertilizers and Chemicals Ltd." 

7. Later on, the execution of the Trombay Fertilizer 
Factory was entrusted to Nangat Fertilizers and Chemicals 
Limited and its name was changed to Hindustan Chemicals 
and Fertilizers Limited with effect from 14th July, 1959. 
In order to ensure unification of control of fertilizer units in 
the public sector under a single company, Government 
fonned the Fertilizer Corporation of India Limited, with 
effect from lst January. 1961 and placed the management 
of Sindri, Nangal and Trombay Units under its control. 

8. The Fertilizer Corporation of India is, at present 
administering seven fertilizer factories of which Sindri and 
Nangal units are operating and those at Trombay, Namrup, 
Gorakhpur and Korba are in the various stages of construc-
tion. The management of the recently sanctioned fertilizer 
project at Durgapur has also been entrusted to the Corpora-
tion. 

9. The annual rated capacity of the variOUs fertilizer 
units/projects of the Corporation is given below:-
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Capacity 
woo-vis 
actual 
produc-
tion. 

D 
OPERA TING UNITS 

1. SINDRI 

A.GeaeraI 
10. The Sindri Unit commenced production in October .. 

1951. Initially it had only four sections, viz.. power plant, 
gas plant (operated with purchased COKe), ammonia syn-· 
thesis plant and sulphate plant. During 1955, purchase of 
coke was dispensed with by setting up a battery of its own 
to cater to the needs of the gas plant. Upto 1958-59, the 
Unit produced only ammonium sulphate. From October, 
1959 production of two more types of nitrogenous fertilizers. 
was taken up viz. double salt (ammonium sulphate nitrate) 
and urea. The three fertilizers currently produced by Sindri 
Unit have different nitrogen content (i.e. Ammonium sul-
phate 21 per cent, Double Salt 26 per cent and Urea 46 
per cent). In addition to fertilizers, small quantities of 
intermediate products, such as Ammonia and Nitric Acid 
and by-products like coke, coke breeze, tar, benzol, toluol, 
are also marketed. Chalk sludge obtained as a by-product 
in the sulphate plant is sold to Associated Cement Company 
for production of cement. 

B. ProductioD 
11. The rated capacity and actual production in the 

Sindri Unit, during the last 4 years, are indicated below:-

Rated Production (Metric tonnes) 
Capacity 
(M.Tonn~) 1960-61 1961-62 1962-63 1963-64 

Ammonia (oki plant) 96,000 84,174 89,375 102,334 940494 

Ammonia (new plant) 63,368 27,685 28,734 38,627 37,98s 
(43'6 %) (4"3%) (60%) (S9'9%~ 

Ammonium lulp1:ate 355,000 305,218 
(S5'9%) 

284,326 
(80%) 

323,,23 307,107 
(91 '1%) (S6'S%) 

Urea 230470 10,666 13,634 IS,717 18,u6 
(45'5%) (sS'o%) (79'7%) (77'2%) 

Double Salt 121,920 36,ooS 62,229 550428 
_" ___________ (29.:1.'&L141·_~%) _(51%). 

47,2Jt 
(38 '7%} 

4 
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12. It would be seen that the' pl'P<iUCtiOD of ammonia Reaaona 
iin the old plant has been rising steadily and in fact exceeded for abort-
.the designed capacity of 96,000 metric tonnes in 1962-63. fall. 
The faU in ammonia production during the year 1963-64 
'Was partly due to an explosion in the old Ammonia Plant 
.but partly due to labour unrest throughout the later half of 
.the year. The production in the new plant has not, how-
ever, reached the rated capacity so far. This has been attri-
.huted to gross insufficiency in providing initially for spares 
.and reserve equipment in the expansion ammonia plant. 
As a result the plant is available for ~roduction for only 
about 285 stream days a year as agaInst the anticipated 
stream efficiency of 330 days. There were certain other limi-
tations as well. Lean gas for heating the coke ovens, which 
would have released rich gas from the ovens for synthesis of 
ammonia, was not available in sufficient quantity. In con .. 
'sequence, a part of the rich gas had to be utilised for heating 
the ovens. Further, on account of progressive deteriora-
tion in the quality of coal only 8·S million cubic feet of coke 
oven gas per day was available as against roughly 10 million 
·cubic feet of coke oven gas anticipated per day. 

13. As regards ammonium sulphate, it would be seen Ammo-
that although the production of ammonia rose during 1961- nium S1II-
62, the production of the sulphate declined from 305,218 phate. 
metric tons in 1960-61 to 284,326 metric tonnes in 1961-62. 
This was ascribed to the need for progressive overhaul of 
grates of gas generators. The low production during 1962-
63 was attributed to progressive deterioration in its quality, 
~elays in its receipt on account of breaches and derailments 
in the railways due to unprecedented rains. The fall in 
production in 1963-64 has been attributed to the relatively 
low production of ammonia du;ring the year. 

14. The production of double salt and urea was stated Double 
to be lower than the rated capacity so far due to shortfall Salt and 
in ammonia production as well as sale of increasing quanti- Urea. 
ties of ammonia to factories for production of explosives. 

15. The ques;ion of inadequate spare equipment, deterio-
ration in the quality of raw materials (viz., coal and gypsum) 
and the steps taken to overcome these problems are dealt 
with in paragraphs infra. The ComMittee, however, regret 
to observe that no steps appear to have been taken so far to 
.improve the position although production at Sindri Unit has 
been much below the rated capacity all these years. In this 
connection paragraphs 66-73 may also please be seen. 
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16. It is noted that adequate spare equipment had not 
been provided for in the Gas Reforming and new Ammonia 
Plants. Therefore, whenever any equipment needed repairs 
and maintenance, there was a 50 per cent reduction in pro-
duction. An Expert Committee which went into the ques-· 
lion of additional spare equipment needed in these plants, 
recommended in 1961 the installation of the following:-

(i) one coke oven-cum-cracked gas compressor and 
one pump turbine set for the water scrubber in 
the gas reforming plant; and 

(ii) spare gas re-circulator in the ammonia plant. 
In addition, the Corporation decided in June, 1962 to instal 
two more producers in the lean gas plant to make up the 
shortfall in gas requirements of coke ovens. Necessary pro-
vision was made in the capital budget of Sindri unit for 
1962-63 and foreign exchange requirements, grouped under 
"Implementation Scheme" were included in the half yearly 
foreign exchange budgets submitted to Government in 
1963-64. But the implementation scheme remained 
unexecuted due to delay in the allocation of foreign-
exchange. 

17. In evidence, the Committee were informed that it 
had been pointed out to Government that Sindri Unit was 
losing a production ~f 20 tons of ammonia per day (valued 
at Rs. 15,000) due to delay in allocation of foreign exchange 
for the additional machinery worth Rs. 20 lakhs, and nothing 
had been done. The exchange was released only recently 
and the actual order placed in September, 1964. It was 
expected that the additional producers would be commis-
sioned in the second quarter of 1966. The loss of produc-
tion due to non-availability of sufficient coke oven gas and 
lack of spare equipment amounted to approximately 127,000' 
tonnes of ammonia (valued at about Rs. 10 crores) during 
the period 1959 to March, 1964. 

18. The representative of the Ministry of Petroleum and 
Chemicals stated during evidence that there were difficulties 
in finding foreign exchange and getting clearance from 
various agencies in Government. Originally the require-
ments of foreign exchange had been worked out in different 
currencies. When the matter was examined in the Ministry 
of Finance they had suggested that the requirements should 
be restricted to one country, preferably the U.K., but that 
was not considered feasible. The applications for release 
of foreign exchange were received by Government from the 
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Corporation from July, 1963 onwards. A sum of Rs. 7 
lakhs in German currency for the lean gas producer was 
released from 'free foreign exchange' in July, 1964 and 
Rs. 13'00 lakhs were released in December, 1964. The delay 
was thus mainly due to the critical foreign exchange position. 

19. The Committee regret to observe that there has /tee" 
a delay of about 3 years in placing orders for additional 
'equipment recommended by an Expert Committee for the 
Sindr; Unit as far back as 1961 and that it would take another 
2 years before it is actually installed. There has been delay 
on the part of the Corporation in deCiding on the equipment 
to he installed. Thereafter Government took 1 i years to· 
release foreign exchange. It is difficult for the Committee 
10 appreciate why it was not possible for Government to 
arrange foreign exchange worth Rs. 20 lakhs which could 
have saved loss in production of fertilizers worth Rs. 10 
crores by March, 1964 alone as also avoided their imports. 
It is clear that the need for additional machinery was not 
fully comprehended and the matter was not given the serious 
consideration that it deserved. The Committee recommend 
that Government should examine the matter with a view to 
fixing responsibility for this unconscionable delay in a matter 
of this importance. 

20. It has been suggested that since the operation of Produc--
double salt plant at Sindri is never smooth, it might be tion of 
worthwhile to produce intermediate products like ammonium A;mmo-
sulphate and ammonium nitrate separately and to market mum 
them as such. The Committee understand that the Minis- SU~Phate 
try of Defence have also approached the Corporation for ,the a? ammoo-

f f . . Th M . Di mum manu acture 0 ammomum mtrate. e anagmg rector nitrate 
also a8J;eed that the implem~ntation of th~ above suggestion separately_ 
would unprove the economics of the Umt but he was not 
sure whether the Ministry of Food and Agriculture would 
agree to diverting ammonium nitrate for the manufacture 
of explosives. 

21. As the Indian farmer has now gained experience in 
the use of several varieties of fertilizers, the Committee are 
not sure if the production of double salt at present assumes 
the same importance as before. They feel that the accept-
ance of the above suggestion would not only improve the 
economics of the unit but would also meet the demand of 
the Ministry of Defence for ammonium nitrate, which is in 
short supply and is of equal importance. The Committee 
recommend that the matter should be looked into in consur-
tation with the Ministry of Food and Agricultu~ and orr 
early decision taken. 
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D. Coal 
22. The annual coal requirements of the Sindri Unit 

and the source of its supply are indicated below: 

Quantity Value Source of supply 
(Tonnes) (Rs. lakhs) 

._------ .. _._ .. _---------------
For Power Plant 

r'or Coke Oven 
Plant 

Total 

.- .... -------

474,000 

329,000 

803,000 

133'00 Bihar & Bengal 
Collieri~ through 
the Coal Contro-
ller. 

111'00 

244'00 

For the coke oven plant, the unit needs superior coal which 
.could not only produce a hard and reactive coke for usage 
m the Gas Plant but have a high volatile content in order 
10 oroduce maximum gas. 

23 Initially the Unit obtained its supplies from Lodna 
.and Loyabad collieries which since 1958-59 have been 
diverted to steel plants and other consumers. As a conse-
<Iuence the unit has been able to get Coal of inferior coking 
,2rades with low ash fusion. The quality and blend of such 
coal resulted in higher consumption and considerable wast· 
age. After repeated representations to the Coal Controller 
.and the Government, the position somewhat improved by 
February, 1960. Subsequently, the use of high volatile 
"'.oal had to be suspended as its quality was progressively 
deteriorating, especially with regard to ash fusion characteris-
tics. Therefore, the unit has been compelled to frequently 
r.hange the blend of coal, depending upon the quality of coal 
'Rvailable. 

24. At present, the final requirements of the unit are 
"tated to be as follows:-

llejdih!Methani (Sel.A) 
Lovabad ., 
T .odna (Washed Coal) 
Golden J eenagora 

13,500 tons 
8,000 
6,000 
2,500 

30 ,000 

per month 

" " 
" " 
,~ " 

" " 
25. The Committee feel that fertiliser industry is no less 

vital to the country's economy than steel or other industries 
to which superior coal has been diverted. They would urge 
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lhat suitable steps be taken by Government to allocate the 
right blend of coal for coke ovens, regularly and in adequate 
. quantities. 

26. The original design of the coke oven plant provided (ii). Sta-
·.for both top charging and stamping operations. Stamping mpm~ 
process was tried with one machine in 1955 and 1956. A Machm_ 
second machine was imported from Germany and commis-

'sioned sometime in 1958. But finany the stamping process 
was not adopted, with the result that the machines are lying 
~k. I 

27. The Committee were informed that the stamping 
process envisaged the use of high volatile coal but the coke 
produced was not suitable for gas generation. Further, siI:tce 
the coke oven plant had to produce coke for the gas plant 
and coke oven gas for synthesis of ammonia, a compromise 
in the blend had to be effected which at present consists of 
50 per' cent high volatile coal and the other 50 per cent com-
prising of low volatile metallurgical coal of Iharia fields. 
The stamp charging process was discontinued as above 
"blend produced the necessary quality of coke with the top 
charging process. 

28. In evidence it transpired that samples of coal, 
with which the stampIng machine was to be worked, had not 
been sent to Germany to test the suitability of the stamping 
machine. It was, however, added that the stamping process, 
which had not been given a fair trial, might still be useful; 
it was not being tried at the moment because that was 
likely to affect production. The purchase of the second 
.machine was stated to have been allowed by Government on 
,the basis of technical advice. 

29. It is apparent that the need for providing for both 
the processes in the coke oven plant would not have arisen 
if the specificalions and samples of coal had been supplied 
,to the plant manufacturers in advance. This omission has 
resulted in the import of two stamping machines costing 
,about Rs. 15 lqJchs which have been lying idle fot the last 
7 years. Against the background of difficulty in providing 
foreign exchange worth Rs. 20 lakhs to the same IIl1it subse- ' 

·quently, referred to in paragraph 19, the import of these 
machines, which are lying idle, appears incongruous. 

30. It came to the notice of the Committee that unburnt (iii) Non-
coke discharged along with ash from the gas plant at Sindri recovery 
had, for the last 12 years, been sold as waste material. In of Coke. 
evidence, the General Manager, who had been posted to 
'Sindri recently, informed the Committee that attempts were 
,sometimes made to manually pick out such coke but it 
interfered with the ash dumping operations. He added that 
'j62 (Ai)LS-2. 
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the contractor employed for discharging ash wagons. 
at the dumping yard, was required to return to the 
Unit a maximum of 200 tons of coke per month (valued at 
Rs. 12,000) for which he was paid Rs. 2'87 per ton. He, 
therefore. found it more advantageous to sell the extra coke 
outside than returnIng it to' the Unit. Recently, however, 
it had been decided to appoint labourers to pick out suitable 
coke from the discharged ash. As a result of this experi-
ment the unit was saving Rs. 50,000 per month approxi-
mately. after paying 70 workers engaged on tbe job. 
Suitable mechanical arrangements for the purpose were also 
being devised. The General Manager acl,mitted that, due 
to non-recovery of coke from the ash, the unit had suffered 
a total Joss of approximately Rs. 27' 36 lakhs (Rs. 50,000-
Rs. 12,000=Rs. 38,000 per month for about 6 years when 
manual picking was not done). 

31. It is surprising that the need for recovering suitable 
coke from ash was not fully realised by the management 
during all these years, when they knew that the contractor 
was recovering and selling it outside. The Committee 
trust that the management would constantly endeavour to' 
explore all possible avenues of economy and avoidance of 
waste, particularly in the consumption of raw materials, 
which accoulll for over 50 per cent of the cost of produc-
tion of ammonium sulphate. 

E. Gypsum 
32. Sindri Unit was designed on the basis of utilisation' 

of Khewra (now in Pakistan) gypsum of 93 per cent. 
purity. After the partition of the country, the Unit has 
been obtaining its supplies of gypsum from the mines of 
Bikaner Gypsums Ltd., in Rajasthan. The Corporation' 

.also opened some mines of its own in Rajasthan. 
33. The Committee were informed 'that the gypsum 

obtained from Rajasthan. though satisfactory in. the earlier 
years. was deteriorating in quality and during 1962-63 it 
was only of about 76'94 per cent. purity. The gypsum 
contained a large quantity of clay thus affecting its filter-

\ ability and adding to the expenditure on the maintenance' 
of filters. This also led to considerable losses of ammonium 
sulphate alongwith chalk. The combined effect of low purity 
and low filterability was an increase in consumption of 
gypsum and reduction in the quantity of ammonium 
sulphate produced. It was stated that efforts were being 
made to shift the Railway line in the mining area 
of Bikaner Gypsums Ltd., so as to win better quality 
of gypsum from deposit') lying below the railway lines. 
This was expected to improve the quality of gypsum and" 
reduce its consumption. Large quantities of good quality' 
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gypsum are also available elsewhere in Rajasthan but Wl-
fortunately these occurrences are at a considerable depth. 
below the ground level. This would, however, require deep 
mining which in turn would increase the cost. More-
over, gypsum from Rajasthan to Sindri would always 
present transport problems. To solve this it had been 
decided to change the process of manufacture at Sindri. 
But even so, the change over would take 3 to 5 years from 
now. The Committee, however, noted certain unusual 
features regarding the arrangement.v for procurement of 
gypsum and its transportation which are discussed in the 
succeeding paragraphs. 

34. The original agreement of Sindri Unit with Messrs (iii) Con-
Bikaner Gypsums Ltd. for the purchase of gypsum was for tract with 
five years (1952 to 1957) and was to be renewed y~rly Bikaner 
thereafter. After the expiry of the last annual contract in Gypsums 
October, 1960, a fresh contract has not been executed so Ltd, 
far. It was stated that Messrs Bikaner Gypsums Ltd., had 
approached Sindri Unit to enter into a fresh contract on 
a long-term basis and had also demanded higher prices on 
account of increase . in mining costs. The Board of 
Directors approved the execution of a new contract for a 
period of five years commencing from 1st October, 1960. 
When the draft agreement was sent to MIS Bikaner 
Gypsums Ltd. for execution, they again raised the question 
of higher prices with retrospective effect. 

35. The Committee are surprised at the unbusinesslike 
manner in which the entire transaction has been dealt with 

. by the Corporation. Although the proposed contractual 
period of five years is nearing completion. the contract has 
not been concluded so far. This delay has provided the 
suppliers with an opportunity to demand higher prices 
which would affect the cost of production. Further, gypsum 
;s an important raw material for the Sindri Unit and dis-' 
putes could always arise with suppliers in regard to the 
quality andlor quantity of the material supplied. In fact, 
deterioration in the quality of gypsum is the chief problem 
of the Unit at present. It was, therefore, necessary for the 
Corporation to safeguard its interests by executing a 
formal contract even before the expiry of the ea,.lier con-
tract. The representative of the Ministry admitted that 
the position was not satisfactory. The Committee urge 
that the formal contract should at least now be executed 
without further delay and hope that such cases would not 
recur in future. 

36. It came to the notice of the Committee that, in (iv) Short-
October 196 i, though 27898 tons of gypsum were shown age of 
ao; in stock in the books, in actual fact there was not even Gypsum. 
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an ounce of gypsum at Sindri. This resulted in shortfall 
in production. The Financial Adviser who examined the 
matter, at the instance of the Board of Directors, reported 
that:-

(i) In addition to the average shortage of :!.8 per 
cent revealed on physical verification, 4 per 
cent. of the quantity of gypsum received as per 
Railway invoices was being written off w.e.f. 
21st September, 1956 on account of gradual 
deterioration in the quality; . 

(ii) The shortage of 27,898 tons could be related 
only to supplies received from the beginning 
of the fi~anciaJ year (219,504 tons). This 
shortage of 12.7 per cent. plus 4 per cent. 
written off· from the books at the time of 
accounta) of the Railway receipts would work 
out to 16.7 per cent.; and 

(iii) It would not be unreasonable to assume that 
the bulk of the shortage might have been . due 
to wrong weights shown in the railway receipts 
in the absence of weigh bridges. 

37. To provide for more effective day-ta-day control 
Qver supplies of gypsum, weigh bridges have since been 
provided in Sindri and all incoming gypsUm is being weigh-
ed and compared with the invoiced weights. The past 
system of writing off at the rate of 4% of the receipts has 
been given up; only the actual shortage between the weigh-
ments at Sindri and the invoiced weights are written off 
·every months. 

38. The Committee enquired whether any action was 
taken against the Resident Director for not ensuring adequate 
'stock of gypsum. They were informed that when the 
matter came to the notice of Government the tenure of the 
Resident Director was not extended. 

39. The Committee are surprised that the only action 
taken by Government against the Resident Director for the 
shortage of 27.898 tons of gypsum costing about Rs. 14.00 
lakhs which also resulted in shortfall in production at the 
Sindri factory was non-extension of his tenure. They con-
sider that this was a matter which should have been investi-
gated thoroughly and disciplinary action taken against the 
persons responsible therefor and that it was not enough to 
get such a serious lapse examined by the Financial Adviser 
only. The Committee regret that this was not done by 
Government. They suggest that an inquiry be conducted 
and responsibility fixed, if possible. 
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40. The Committee are not aware 0/ the basis on which Proce'" 
4% 0/ the gypsum received as per railway invoice was being dure of 
written 00 at Sindri w.e.f. 21st September, 1956. The writing 
very fact that this practice was discontinued after the FinaIJ- of! of 
cial Adviser examined Ithe matter, would indicate that it-was gypsum. 
not justified. Normal business prudence required that only 
the actual difference between the weighments at Sindr; and 
invoiced weights, subject to a reasonable limits, should 
have been written 00. On the basis of average cost, the 
value of gypsum written off by the Corporation at the rate 
of 4% alone would work out to between Rs. 10 and Rs. 14 
lakhs per annum. It is surprising that neither the local 
Chief Finance and Accounts Officer nor auelit raised any 
objection to it and allowed the practice to continue jar 
about five years. 

41. The following other aspect" regarding procurement (v) Other 
and use of gypsum c~e to the notice of the Committee:- Matters. 

(i) Purity of gypsum supplied by Bikaner Gypsums 
Ltd., as well as departmental mines was stated 
to be 5 to 10% higher at source than it wa .. 
actually found to be at Sindri; 

(ii) Till recently the consumption of gypsum was 
estimated on the basis of theoretical require-
ments and the weighing machines had been 
bypassed for the last 5 years since gypsum, 
which was in powdered form did not easily flow 
through bunkers and weighing machines. 

42. As regards (i) above, the Committee were informed 
that gypsum received at Sindri was not tested for quality in 
order to ensure that payment was made according to the 
material received. Payments were stated to be made on the 
basis of tests done at the mines. In this connection the Com-
mittee understand that coal consuming industries in the 
private sector carry ~ut chemical tests in the mines as well 
as sample checks at the receiving end and make payment 
according to the results obtained. The Committee recom-
mend that the Corporation should adopt a similar procedure. 

43. As regards the consumption 0/ gypsum, it has since 
been planned to weigh the material before it is processed. 
But no concrete steps had been taken in the matter earlier. 
It is regrettable that this normal method of issuing materials 
for purposes 0/ production was not introduced till 1962, i.e., 
11 years after commencement of production. 

44. Under a contract entered into by the Sindri Unit in (vi) Sup-
1952, the Corporation is committed to supply chalk sludge ply of 

Chalk: 
toA.C.C. 
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to the Associated Cement Company upto 1975. This agree-
ment does not provide for revision of prices in relation to the 
cost of gypsum. The Committee realise that since the Sindri 
Unit was not allowed to put up a cement plant, a long-tenn 
contract had to be entered into to enthuse a private party to 
pur up a cement factory. BUI, as staled by the Managing 
Director, a long-term agreement should have stipulated 
revision of prices to relate them to the increase in the cost of 
gypsum from time to time. 

45. It has been stated that as per original design of Sindri 
Plant, its chalk sludge should have contained 4% ammo-
nium sulphate. Due to poor quality of gypsum, however, the 
quantity of chalk sludge as well as the ammonium sulphate 
content in the chalk increased from 4 to 6% on the average. 
On this basis almost 70 to 80 tons of ammonium sulphate 
per day were being lost in the chalk. During 1963-64 
(9 months), the presence of clay in gypsum was more pro-
nounced as compared to 1962-63, thereby further increasing 
the loss of ammonium sulphate to about 100 tons per day 
(i.e .. 10% of production). 

46. As regards the steps taken to recover the sulphate, 
the Committee were infonned that though the necessity was 
felt nearly 3 years ago, no scheme could be implemen ted 
immediately. The equipment for recovering ammonium 
sulphate costing Rs. 11'42 lakh5 had since been purchased 
and it would enable recovery of 7,500 tonnes of sulphate 
per annum. As per present schedule, sulphate recovery plant 
was expected to be commissioned by about middle of next 
financial year. 

47. It. will be seen that the equipment purchased at a cost 
of Rs. 11'42 lakhs would be able to recover only 7.500 
tonnes of sulphate per annum, out of a loss of approximately 
30,000 tons per annum. The Committee feel that the feasi-
bility of recovering more sulphate needs to be examined. 

48. From the foregoing paragraphs it would be seen that 
besides deterioration in the quality of gypsum and presence 
of clay in it, which has aUected its filterability, the a"ange-
ment of its procurement, testing of quality, despatch, 
receipts, storage and accounting leave much room for im-
provement. Even the contract with the suppliers which 
expired in 1960 has not been renewed as yet. Since gypsum 
accounts for as much as 40% of the cost of production, its 
importance in the economies of the Sindri factory cannot be 
minimised. One would have expected the management to 
make suitable arrangements in this regard from the very 
beginning and to investigate the reasons whenever they found 
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.tiny variations in the cost of production due to increased 

.corlmmption of gypsum, deterioration in its quality, excessive 
.loss in storage, or variation in the quantity despatched and 
received at S~ndri. The Committee find that this has never 
bten done despite the fact that gypsum has been a serious 

,problem with the Unit for quite sometime. They consider 
,that even now a comprehensive review of the arrangements 
Jregarding the supply of gypsum might be quite rewarding, 
since gypsum is likely to be used for a few more years at 
Sindri. The Committee suggest that the Corporation should 
,undertake ... uch a review as early as possible. 

F. Inventories 

49. The total value of materials, stores and spare parts Position 
at Sindri Unit during each of the last 3 years is given in Sindri. 
'below:-

1961-62 1962-63 1963-64 

Percen~- Percent- Value Percentage 
Value age Value age of of 

of of of of stOQk con-
stock. con- stock. con- (Rs. swnp-
(Rs. sump- (Rs. sump- lakhs) tion/sale 

lakhs) tionl lakhs) tionl 
sale sale 

'Faw Materia18 26'59 5' 511 96 ';19 16'928 120'27 20'23 

Stores (other than 
spares) 159'42 156 '32 168'°5 174'54 159' 19 133' 15 

. Spare parts 3°5'93 458'87 353'S9 457'84 400'98 SU'I5 ---
491'94 617'93 680'44 

-~~---.---.-~-- _ .. _--._--, ----.. ~. 
--~---~ ---" .. - ----------... ----

50. It will be seen that the value of inventory has been 
rising from year to year. The closing stock of raw mate-
rials on 31st March, 1964 represented about 2 to 3 months' 
,consumption but in the case of stores and spares it was much 
in excess of requirements and worked out to about 16 and 
·62 months' consumption respectively. 

51. Si~ilar1y Nanga] Unit also held excessive inven- Position 
10ries and the stocks of stores and spares at the end of in NangaL 
1963-64, represented 26 months' and 62 months' consump-
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tion respectively. as would be seen from the following state-
ment:-

- ._------------

Value of 
stock 
(Rs, 
Iakhs) 

Percent-
age of Value of 

consump- stock 
tion/sale (Rs. 

lakhs) 

Percent-
age of Value 

consump- of 
tion/sale stock 

(Rs, 
lakhs) 

Percent-
age of 

consump-
tion/sale 

Raw materi-
als 5'36 2o'7g 

90'98 546 '87 
73 ' 88 72.9' 42 

I2.' 63 34' 12. 
88'08 2.2.6·63 
76 ' 19 444'73 

14'67 28'94 
82.'76 219'99 
9~'36 52.0'99 

Stores 
Spares 

170 '2.2 176 '90 195'79 
-,-- .. ---.. -.-

52. It was stated that Nangal Unit did not have any 
large surplus in stores and spares except construction mate-
rials left over after the completion of the -project. These 
were also being transferred to new projects. 

53'. As regards Sindri Unit, it was stated in evidence 
that in 1959 when the generators started breaking down, 
the Chief Engineer got alarmed and ordered e~ormous quan-
tities of spares as an abundant precaution. Supplies again"t 
those orders which were placed in 1959-60, were received 
till March 1961. The Board had been very critical of the 
situation and steps were being taken to rationalise the posi-
tion. A team of officers was appointed in August 1963 to 
undertake a review of the large number of items held in *" 
stock and to assess the likelihood of utilisation! disposal of 
stores surplus to the Corporation's requirements. The 
Financial Adviser stated that on the recommendation of the 
above Team, instructions had been issued to the Planning' 
and Development Division to explore the possibilities of 
utilising surplus stores in the new projects to the extent possi-
ble or to dispose them of. The Units had also been directed 
to curtail the placing of orders. It was hoped that during 
the next 2 years there would be a positive reduction in the 
inventories. 

54. Evidently, the position was not satisfactory even 
before 1959. In this connection the Committee note that 
in 1959 the Tariff Commission had commented on this 
overstocking of stores and spares at Sindri in the following-
tenns:-

.. , . , . the value of stores and spares was much in 
excess of requirements. ; ...... A large-
number of items have hardly been utilised over 
a period of years. Although consumption ha& 
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remained more or less steady at about Rs. 96 
takbs since 1955-56 Sindri has been adding to-
its inventory at the rate of about Rs. 50 lakhs 
a year. Since this affects the liquid resources of 
the Company, steps shoul4 be taken to review 
the stores inventories properly and effect 
possible economies". -

55. In their 120th Report (2rid Lok Sabha) presented in 
the Lok Sabha in Marchi April 1961, the Estimates Com-
mittee also criticised excessive inventories at Sindri· as 
follows:-

...... it does not appear necessary to hold stocks 
of stores and spare parts to the extent of near-
ly 3t times the value of annual consumption. 
The Committee trust that the management of 
the concern would examine the matter to 
determine the minimum requirements of stores 
and spare parts with reference to normal 
annual consumption." 

56. The Committee regret to observe that despite posi- Com- , 
tive recommendations by the Tariff Commission and the ~ttee s 
Estimates Committee in 1959 and 1961 rf!spectively, no ~iO~;va-
concrete steps appear to have been taken to reduce tht . 
excessive slocks of spares and stores at Sindri; additional 
purchases continued to be made and the situation was 
rather allowed to worsen. The explanation offered during 
evidence that excessive orders by the then Chief Engineer 
were placed as a measure of "abundant precaution" ;s also 
not convincing. It was expected of the Chief Finance and 
Accounts Officer, the Resident Director, the Board and the 
Government that they would exercise normal scrutiny of 
the proposals of the Chief Engineer for the purchase of 
spares and stores bearing in mind the past consumptionJ 
future requirements and procurement time involved. This 
was not done. The team of officers to go into the matter 
was appointed by the Board only in 1963 when the situa-
tion had already gone out 0/ control. The facts revealed 
by the team are also disconcerting in that provisioning levels 
had not been fixed. Above all, the list of the spares avail-
able in the stores had not been circulated to the plant_ 
authorities. 

57. The Committee are also not su,,~ whether it would Red 
be possible to utilise surplus spares etc., in the new projects -tion ':-
s;n~e the plant and other equipment in all the Units are inven-
not identical. It is obvious that excessive inventories result tories 
in blocking of capital and interest payments thereon affecrl ,ullested. 
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·the cost of production. They also involve expenditure of 
foreign exchange as these spares are imported. There is 
also the danger of deterioration, wastag'e and pilferage 
during storage. The Committee urge that effective steps 
should at least now be taken to reduce the inventories both 
at Sindr; and Nangal to the extent possible. One way of 
doing so would be to intimate to the Director General, 
Supplies and Disposals about the stores and spare!"!urplus 
to the requirements of the Corporation so that they could be 
utilised by other fertiliser plants in the country. 

58. In this connection it came to light that the Stores 
Accounting Procedure Order (Provisional) 1952 followed 
in Sindri and the Stores Procedure Order at Nanga! were 
not exhaustive. Further, stores al the Nangal Unil were 
not being classified either according to their value or accord-
ing to their procurment time. The Committee recommend 
that immediate action may be taken to lay down a compre-
hensive Stores Manual for the guidance of all the Units/Pro-
jects of the Corporation so that stores accounting problems 
and overstockin!? are avoided in the nel1' Projects. 

59. The Committee also note that stores were not being 
put to the best possible use. Some instances are given 
below:-

0) The average stpck of coal at Sindri during the 
last 3 years has been around 50,000 tonnes. In 
1960-61 and 1961-62 over 36,000 tonnes of 
coal meant for coke ovens had to be diverted 
to Power HOUSe because it had weathered and 
was found unsuitable. The additional cost 
due to difference in the cost of coal for power 
House and coking coal was stated to be 
Rs. 52,000 in respect of above quantity. In 
evidence it transpired that on many other 
occasions also coking coal which had deterio-
rated in storage had to be used in the power 
house. 

(u) On an average 70 to 80 tonnes of coke breeze 
is fonned at Sindri daily, which will corres-
pond to roughly 26,000 tonnes per annum. A 
portion of this is being utilised in the Power 
plant. The present stock of coke breeze was 
stated to be 79,000 tonnes as there was no 
ready market. In explanation it was stated 
that the lean gas generators installed at Sindri 
were expected to consume coke of "ize!l upto 
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5 m.m. In actual practice this could not be 
achieved and as a result all coke below the 
size of ]0 m.m. was being discarded as breeze. 
Further, the coke produced at Sindri had to 
meet the requirements of both gas and lean 
gas plants and theiT size specifications being 
different, this necessitated further crushing of 
coke which resuhed in additional loss of coke 
as breeze. 

60. The Conunittee were informed that the possibility 
.of its use on a larger scale in the A.C.C~ Cement factory 
-was under investigation. It was also hoped that new gene-
rators could use coke-breeze upto 5 m.m. and the wastage 
would be reduced. The Committee urge that due vigilance 
.~hould be exercised to ensure prop" and purposeful utilisa-
l;on of stores and raw materials. They trust that enerRel;c 
efJorts would be made to find a market for the accumulated 
.breeze also. 

G. Maintenance 

-
61. It is noted that there were 12 breakdowns in the Hours 

various plants of Sindri Unit during the' year 1962. These lost. 
increased to 22 during the year 1963 but came down to 5 
in 1964. In addition to this, working hours were lost during 
each of the last 3 years on account of maintenance, over-
haul and repairs. These are given below plant-wise:-

(Hours Lost) 

Ammonia Plant (CCe) II316 11233 8663 
Ammonia Plant (Expansion) 5874 2297 2064 
Urea Plant 518 2470 2560 
Sulphate Plant 14782 16128 7147 

-Gas Reforming Plant 2334 1761 782 
'Gas Plant 1251 596 618 
Double Salt Plant 374 1292 1112 
. Coke Oven Phmt 229 149 38~ 

------------- _._----
62. It would be seen that hours lost on repairs etc., of 

urea, double salt and coke oven plants have been going up. 

63. It is well known that poor maintenance causes fre-
quent breakdowns in the plant and reduces the time avail-
able for production. It is therefore vital to production that 
,plant and machinery are well maintained. It would be 
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useful if a system oj preventive maintenance is introduced 
in the Unit. This will not only reduce the volume 01 
maintenance work but also the inventory of spare.... It has 
particular importance in.. India where, due to shortage of 
foreign exchange, neither replacement machines nor spares 
are readily available. The Committee truSt that with the 
introduction of improved maintenance techniques, methods 
etc., the efficiency of the plant would improve. 

H. Labour Management Relations 
64. Labour relations at Sindri have not been satisfac-

tory' during the last 2 years. There was a strike in tlle 
factory from 23rd to 26th September, 1963 followed by a 
slow down movement in November, 1963. Again there 
was a strike from the 16th to the 21st July, 1964. The value 
of production lost on account of the July strike alone 
amounted to Rs. 21'71 lakhs. 

65. It is expected of public undertakings that they 
would become model employers. Since these undertakings 
constitute social property, the workers should also display 
a sense of responsibility and should not have an unneces-
sary agitational approach. The Committee need hardly 
state that complete co-operalion between -labour and 
management is very essential for the efficient working of 
any Unit. They feel that time has come when Government 
should make a comprehensiVe review of labour manage-
ment relations in all the public undertakings and lay down 
suitable policies to be followed by them to ensure better 
industrial relations. 

I. Chan2e in Process of Manufacture 
66. In view of the high costs, the difficulties in pro-

curement, the low quality of gypsum and deterioration-in. 
the efficiency of sulphate plants, the following two schemes 
have been under the consideration of the Board of Direc-
tors of the Corporation:-

(i) elimination of use of gypsum altogether and it" 
replacement by direct neutralisation. (This was 
also recommended by Zaheer Committee in 
1961 ). 

(ii) utilisation of sulphuric acid for production of 
ammonium phosphate, the by-product gypsum 
being utilised for making ammonium sulphate. 
(This would mean additional production of 
94,000 tons of P 8 O. per year without alterinl" 
the nitrogen capacity). 
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67. A tentative decision had been taken to purchase ~. 
200/300 tonnes of sulphuric acid per day from d~10n 
M/S Pyrites and Chemicals. ~velopment. ~o. Ltd., who ~~en. 
were putting up a plant at Smdn. In addition the Corpo-
ration had decided to put up a plant to produce 700 tons 
-of sulphuric acid a day at Sindri, but no final decision has 
been taken so far. The only difficulty which stood in the 
way of the use of gypsum was stated to be the commitment 
of Sindri Unit to AC.C. to supply them chalk sludge. till 
1975. 

68. During evidence the Managing Director informed Posaibili-
. the Committee that after Durgapur Fertiliser Plant was ties ot 
approved by the Cabinet, they were considering the possi- using 
bility of establishing production of 94,000 tons of phos- by-
phatic fertilisers at Durgapur and transporting. its by- product 
product gypsum of about 400,000 tons, to Sindri. Thereby gypsum. 
nearly 95 per cent. of the extra capital outlay at Sindri 
would not be necessary. But before taking any decision 
the Corporation would also have to investigate whether 
the corbonate sludge thrown out in processing the by-
product gypsum would be suitable for the cement factory. 

69. Subsequently, in a paper submitted to the Com- Latest 
millee on 5th February, 1965, it has been stated that the proposal 
Sindri Unit could be rehabilitated by bringing up the new 
ammonia plant to full production and by installing addi-
tional plants to produce about 100,000 tonnes of pbospha-· 

. tic fertilisers. The last measure, when implemented, would 
enable the Sindri Unit to eliminate their dependance on 
outside gypsum whether natural or by-product and use 
their own by-product gypsum. The Corporation has pre-
pared a scheme which is stated to be under submission to 
the Board of Directors. The capital investment involved in 
the scheme, whose implementation would, according to the 
Managing Director. give a new lease of life to Sindri Unit, is 
·estimated at Rs. 15'11 crores (including Rs. 375~86 lakhs 
on a sulphuric acid plant, Rs. 871' 55 lakbs on phosphoric 
Clcid plant and Rs. 30'19 lakhs on Ammonium Nitrate 
Plant) . 

70. It has been stated that establishment of the above 
plants at Sindri would save a sizeable portion of the capital 
investment. It would also be possible to improve the pro-
ductivity of existing labour force by suitable deployment in 
1he new plants. 

71. It ;s unfortunate that the Sindr; Unit which is one Com-
of the (irst major ventures in the public sector, has been mittee's 
~facin~ heavy weather since 1959, and due to various reasons to.bserva-Ion. 
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.: has not been possible to work the plant to full capacity .. 
Its rehabilitation is now estimated to cost Rs. 15'11 crores. 
Its chief problems are: (i) low production, (ii) inadequate 
.~upply of right type of raw materials. (iii) poor maintenance 
of plant and equipment, (iv) excessive inventory and above 
all (\-,) over-manning (paras 233-41) and unhappy labour-
management relations. Even so, no positive steps appear 
to have been taken so far to rehabilitate the Unit and if a 
scheme is now approved and actively implemented the results 
are not likely to be achieved before 1970. Even at this stage 
there is vacillation on the part of the Board and the Govern-
ment. Such a serious situation should ~ormally call for 
immediate remedial measures. But here the situation has 
been allowed to take its own course. The Committee feel 
that between the construction of new Projects and the 
rehabilitation of the Sindri Unit, the latter should have been 
given higher priority by the management of the CorporatiOtI. 

72. The Committee find that the second scheme envisages 
the production of phosphatic fertilisers at Sindri and utilisa-
tion of by-product gypsum at Sindri itself. It is however 
not clear how the by-product gypsum thrown up by Durga-
pur fertiliser plant wiJI be used. The Committee feel that 
its utilisation may also pose a problem later on. They hope 
that the utilisation of that by-product would also be planned 
in time·. 

73. From the varying proposals made by the Managing' 
Director. during evidence and in writing later on, it i,~ evident 
that no systematic study has been made to prepare a co-
ordinated plan to rehabilitate the Sindri unit. The latest 
proposals call for radical changes ;n the production pattern' 
of the Sindr; Unit and will entail heavy investment. The 
Committee. therefore. recommend that Government should: 
immediately set up an expert Committee to thoroughly 
examine the various alternative proposals made in this behalf 
and suggest' a suitable scheme after considering technical. 
financial and other a.~pects. High priority should be given 
to this scheme so that the Sindr; Unit ;s improved as early 
as possible . 

• At ~ile ti~e of f~ctu'al verification, the Committee were informed 
that the utili.ation of by-prodUct gypsum of Durgapur h ad never been 
considered to be a problem. The currently apprOved production pattern 
of the Durgapur ProjeCt visualised the pn:duction of ammonium sul-
phate-phosphate 88 an end-product of which the ammonium ~ulphatc 
Component wou ld be manufactured from the by-product gypsum that 
would be available from the phosphoric acid plant. The intcntil n of the 
statement made by the Managing Director before the Committee which 
15 referred to in para 68, waa that it would appreciably improve the pro-
fitability of the Durgapur Proiect if it were to arrange for the manufac-
ture of urea and dilmmonium pholphate at Durppur and if it were pos-· 
sible then to utilise the by-product gypsum at Sindr!. 
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2. NANGAL UNIT 
A. General 

74. The decision to establish a Fertiliser and Heavy 
Water Plant at Nangal was taken in July, 1955 on the 
recommendation of Fertiliser Production Committee (1954). 
It had recommended a capacity of 70,000 tons of nitrogen 
per year i.Q. the form of diluted Ammonium Nitrate (calcium 
ammonium nitrate) and 71 tons of heavy water per year. 
Subsequently, however, the production capacity of the fac-
tory was increased to 80,000 tons of nitrogen and 14.5 tons 
of heavy water per annum. Preliminary project reports from 
three selected foreign finns were invited in November-
December, 1955. About 1454 acres of land were acquired 
on 4th July, 1956. On 16th November, 1956 Messrs Vitro 
Engineering Division of New York were appointed as 
Technical Consultants. 

B. Erection/Commissioning 
75. A statement showing the dates when tenders were 

invited and received and contracts for main plant\! were' 
awarded is given below:-

Date of Last Date Date of Date of 
Name of Plant tender of tender awarding Commis-

invitation receipt contract sioning 

1. Rectifier & Switch yard 
(electrical c(luipml'llt, 2-4-1957 15-7-1957 Dec. 1957 10-1-1961 

2. Ele;;:tmlysis Plant 24-tl-1956 31-1-1957 March. 1957 Do. 

3. Fertili7er Group ,If Plant 31-12·1956 15-6-1957 Oct. 1957 7-4-1961 

4. Hea\'Y Water Planr July, 1957 Nov.19S7 Sep. 1951< 9-8-1962 

5. Stonlgc Silo 

6. Water Supply & Treatment 
Plant 

8-5- 1959 

21-2- 1959 

76. The delay in takin~ a decision about the process to 
be adopted for the productIon of heavy water was stated to 
be responsible for the delay in awarding a contract for this 
plant. . 

77. The construction of civil works in the factory com-
menced toward& the middle of 1958 and installation of 
equipment and machines started about 8-10 months later. 
The Fertilizer Group of Plants, except the 3rd stream was 
commissioned in April, 1961. The Heavy Water Plant was 
commissioned in August, 1962. In this connection it is 
seen that the factory was originally expected to go into pro-
duction by the end of 1959 and reach its rated capacity by 
the middle of 1962. 
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78. It would thus be seen that the Corporation took 
about 6 to 7 years to erect and commission the fertilizer 
any heavy water plants at Nangal. Even after the consul-
tants were selected, the time taken works our to 41 and 
about 6 years respectively. From the date of award of 
contracts for the fertiliser and heavy water plants it took 
about 3t and 4 years reJpectively. The delay in erection 
resulted in an additional expenditure of about Rs. 75 lakh3 
on departmental charges alone. The Committee trust that 
the Corporation would take suitable measures to avoid such 
delays in the new projects under construction. In thi.1i con-
nection para 164 may also please be seen. 

79. The following major factors are stated to have 
affected the timely completion of the plants:-

(i) delay in the design of civil works; 
(ii) delay in the delivery of equipment by foreign 

contractors; 
(iii) delay in transit from manufacturers works to 

(iv) 

(v) 

(vi) 
(vii) 

,(viii) 

Indian Ports; 
/ 

delay in customs clearance and inland transpor-
tation; 

delay in the replacement of equipment damaged 
in transit or lost in Dock Yard. Some of the 
equipment was carried over to other ports; 

damage to 3rd hyper compressor on high seas; 
delays in issue of import licenses and customs 
clearance permits; and 

delay in supply of power from Bhakra Power 
House owing to misbap in the hoist chamber 
in August, 1959. The original schedule of 
power supply was 60-70,000 kws. by the end 
of September, 1959, 120 to 130,000 kws. by 
the end of December, 1959 and full quantum 
of power (i.e. 16'4,000 kws.) by the end of 
March, 1960. The finn power for the opera-
tion of· the factory was, however, supplied 
during the 1st week of December, 1960 and the 
trial run of the plants was started on 8th Decem-
ber, 1960. The consultants also lodged a claim 
for extension of stay of European personnel 
because of non-supply of power in time. 

80. The qelays and difficulties experienced in the Nangal 
Project are similar to those experienced by the other projects. 
With better planning, they could have been avoided. The 
Corporation should draw lessons from their experience at 
Sindri and Nangal and ensure their avoidance in future. 



81. There was also some delay in the construction of Storage 
-storage silo and it was not expected to be available till July, Silo. 
1961. . Arrangement had, therefore, to be made with tho 
Ministry of Agriculture for bagging and immediate despatch 
of daily production of calcium ammonium nitrate in the 
factory. 

82. In evidence it was stated that consulting en~ineers 
had furnished a rather expensive design and the estimated 
cost of the silo was Rs. 42 lakhs. The engineers of the 
Corporation, however, suggested an alternative design 
which, if adopted, could result in substantial savings. 
Tenders were therefore, invited for alternative design which 
resulted in some delay. 

83. The Committee do 1101 understand why the prepara-
tion of a design for a storage silo, which was after all later 
made by the engineers 0/ the Corporation themselves should 
have been earlier entrusted to foreign consulting engineers. 
This resulted in delay. The Committee trust that consulta-
tion with foreign engineers would be resorted to only. when 
it ;s unavoidable·. . 

C. Estimates of Cost 
84. It is noted that the Fertilizer Production Committee 

'had estimated the capital outlay for the Nangal Proj~ at 
Rs. 20'90 crores. As against this, the final estimates of 
the project are stated to be Rs. 31' 20 crores. The detail., 
of various revisions in the estimates made from time to time 
are given below:-

( Amount in ~eore'l of Hs.) 

Fertiliser Production Committee (1955) 
estimates, excluding working capital 

First Revision (April, 1958) . 
Second Revision (Nov. 1959) 
Third Revision (March, 1963) 

20'90 

27'11 
3°'°3 
31 '20 

Frequent 
revi-
sions. 

85. Asked about the reasons for frequent revisions in Reaso11A. 
the estimates, it has been stated that the original estimate of 
Rs. 20·9o..crores prepared by the Fertilizer Production Com-
mittee was for a plant with an annual production capacity 

.At the time of factual verification, it was stated that initially the 
suppliers of the Fertiliser Group of Plants in Nanga) (Messrs. Saint 
Gobain of France) had submitted an expensive design which was not ac-
cepted. Quotations were invited from various parties on the basis of de-
signs to be furnished by them. After these tenders were received, the 
most economical (and at the same time technically sound) deSign was 
selected and with this design the Corporation's engineers had nothln, to 
do. 

]62 (Aii) LS-3. 
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of 70,000 tonnes .of ni~ and 7" tonnes of heavy water 
which was subsequently revised to 80,000 tonnes of nitrog(,n 
and 14'5 tonnes of heavy water. Further the estimates of 
the Fertiliser Production Committee did not provide for the 
financing charges (about Rs. 2,6 crores), and were tenta-
tive. The Committee note that the revised estimates of 
Rs. 31'20 crores, forwar~ to Government on 19th Feb-
ruary, 1963 had also not been approved by Government so 
far, and the latter had sought certain clarifications in regard 
to them. 

86. It would be seen that the fi1UJl estimates of Rs. 31'20· 
crores are about 50 per cent higher than the estimates PIY!-
pared by the Fertiliser Production Committee in 1955. The 
Committee feel that detailed estimates should have been 
prepared by the Corporation immediately on receipt of pro-
ject report /rom the consultants in 1956 and Government 
approval obtained thereto. ThaI was not· done. Instead. 
first revision in the estimates was thought of only in 1958. 
These estimates were also incomplete and were exceeded 
lIIter on by about 15 per cent. It is not known why Govern-
ment was lax in this important matter and did not insist on 
detailed estimates being prepared particularly when the esti-
mates of the Fertilizer Production Committee were known 
to be inc..omplete. The result has been that although the 
project was fully commissioned about 3 yellrs ago, the finat 
estimates have not yet been cleared by Government so far. 

87. Frequent revisions in the estimates are not condu-
cive to efficient working of a project. They aOect the cost 
of production and vitiate the basic assumptions on which the 
project is based. The detailed estimates of projects should 
be prepared in a realistic way and eOorts made to adhere to· 
them. 

D. Power Supply 
Reviaion 88. As stated earlier, there was a delay on the part of the-
m ratel. Punjab State Electricity Board in supplying power to the 

Nangal Project which delayed its commissioning. The Com-
mittee were informed that the rate of power had also been 
increased from 2' 6 to 2' 9 pies per kwh. on account of the 
following reasons.-

(i) higher cost of construction of Bhakra Nanga!: 
Project; 

(ii) an upward .revision in the rate of interest charged 
to Bhakra-Nangal Project; and 

(iii) A sum of Rs. 3'39 crores which was to be debited 
to cost of civil works was later charged to 

. Bhakra left Bank Power Plant. 
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In addition, the Punjab Government has levied duty at 
tho rato of 20% . 

89. There has thus been an increase of about 33% in the .tiffect on 
cost of power Which, together with duty, works out to about c::!s of . 
3' 5 pies per unit. The increase in the cost of production p uctlon. 
dtle to increased cost of power alone is stated to be about 
Rs. 16' 60 per tonne of Calcium Ammonium Nitrate net. 

90. In this connection the Committee note that, at a Original 
meeting held in the Ministry of Irrigation and Power on agree-
4th February, 1957 to determine the rate of power supply ment. 
from Dhakra Nangal Fertiliser Factory, it had inter alia been 
decided that:-

(i) the rate of 2'6 pies per unit (KWH) will remain 
in force for a period of 15 years from 1 st June, 
1957; 

(ii) 

(iii) 

(iv) 

the above rate will be subject to review after 15 
years provided there was increase or decrease in 

. the operation and maintenance charges by 25% 
of the basic figure. A fonnula for the adjust-
ment to be made due to variation referred to 
above should be worked out and incorporated in 
the agreement; 

the agreement should provide for payment by the 
Company a minimum charge on the basis of 
90% load factor for the. block of power reserv-
ed for the Company on the basis of schedule 
furnished; and 

per contr.a the agreement should also provide for 
penalty payable to the Corporation in case 
power was not made available as per time 
schedule. 

91. Details had been incorporated in a contract which Formal 
bad been awaiting execution for more than a year. The contract 
Punjab State Electricity Board was refusing to ratify the not 
draft agreement and expected a further increase in the price. entered 
which, the representatives of the Corporation stated, would into. 
make the project completely uneconomic. 

92. The Managing Director .admitted that the increase Views 
in the rate of power, already made, was not in accordance of the 
with the original agreement but had been agreed to under Manag-
pressure from the Government of India. Even the initial ing Direc-
pri<:e of 2' 6 pies kwh was stated to have been agreed to in tor. 
order to provide the State Government with an opportunity 
to build the entire left Dank power house and it was not fair 
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on the part of the Punjab Government to go back on their 
past commitment after having made the Corporation invest 
such large sums of money in the fertiliser industry. The 
reasons ~dvanced for increase in the rate of power were also 
stated to be based on certain manipulations. It was added 
that the Corporation would not have "dreamt" of building 
a fertiliser plant if they had any suspicion that the cost of 
power would be as much as 3! pies kwh, particularly because 
the process of manufacture entailed the use of a large quan-
tity of electricity .. 

93. It is surprising that the Punjab Government after 
having agreed to supply power at the rate 0/ 2' 6 pies per 
kwh to the Nangal Project demanded an increase to 2'9 pies 
per kwh when the Corporation had invested huge Sums 0/ 
money in putting up a plant. It is not understood why the 
Central Government also pressed the Corporation to pay an 
increased rate. As this is an important matter which aUeets 
the economical working 0/ the Unit, the Committee feel that 
Government sh'buld intervene and ensure that a fair and 
equitable agreement between the two parties is reached with-
out delay. 

E. Production 
94. The rated capacity and actual production at Nanga) 

Unit during each of the last 3 years are indicated below:-
Rated Production 
Capacity 

1961-62 1962-63 1963-64 
C..alcium Ammonium 

Nitrate (tonnes) 388,000 200,790 284,322 374,000 
(73%) (96%) 

Heavy Water J4,100 5,249 1 J ,735 
(kgs) (83%) 

... _-------- _._--------------
95. It has been stated that only two-thirds of the 

ammonia plant was available for operations till November, 
1962 since one of the three hyper compressors was damaged 
in transhipment on the high seas and could only be replaced 
at that time. The heavy water plant was also commissioned 
only in August. 1962. The production till 1962-63 was, 
therefore, considerably below the rated capacity. 

96. The shortfall in production was mainly stated to be 
due to excess leakage of caustic from the electrolysers I~ead­
ing to increased consumption of power. Corrosion at various 
points also necessitated stoppage of the unit to enable repairs 
or replacements to be made. A total of 8785 cell-Hne 
hours had been lost on this account. These represented 5' 5% 
of the total hours required to be worked for the ultimate pro-
duction of 388,000 tonnes of calcium ammonium nitrate. 
The actual hours lost valued in terms of the end-product 
would work out to about Rs. 30 lakhs. Nearly one third of 
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the lost hours were made up by extra loading of Electrolysis 
Plant. Steps were being taken to carry out the necessary 
modifications which were estimated to cost Rs. 2' 35 lakhs. 
The desirability of installing. a few more cell-lines was also 
being considered. 

97. In evidence it was stated that the suppliers of electro-
lysers had never designed such large cells before. There was 
thus an element of experiment involved. But they were 
very co-operative and deputed their men to cnange the affect-
ed parts. 

98. The Committee would urge that necessary measures 
be taken to remedy thie above defects in the electrolysers and 
instal additional cells without delay so as to avoid loss in 
production. 

99. The Committee were informed that under normal Heavy 
operating conditions the unit could manufacture 12'5 tonnes Water. 
of heavy water in a year as against the rated capacity of 
14'11 toones. This was partly due to the fact that main-
tenance in t'espect of heavy water plant could not be fully 
synchronised with the maintenance of other plant" and partly 
due to low concentration of H.D. in feed hydrogen which in 
tum was caused by frequent shut downs of electrolysers. In 
evidence, the General Manager stated that in another two or 
three years, when it was possible to maintain the equipment 
properly, it would be possible to synchronise the working of 
the two plants. It is thus evident that there is loss in pro-
duction due to inadequate maintenance of the plant. The 
Committee trust that energetic steps would be taken to reach 
the rated capacity as early as possible. 

F. Sale Prfee of Heavy Water 

100. Though Nangal Unit started producing heavy Delay in 
water with effect from 9th August, 1962, its sale price to deciding. 
Atomic Energy Department, its sole buyer, had not been 
decided till recently. The latter did not accept the basis on 
which the price was worked out by the Corporation. They, 
therefore, deputed an Accounts Officer to Nangal to verify 
and collect the cost data. On receipt of a report from the 
Atomic Energy Department, the Corporation decided to 
accept, as far as possible, the ~lnan8es and adjustments in the 
cost figures recommended by them. But there was still a 
sizeable hiatus between the price worked out by the Corpora-
tion and the price that the Atomic Energy Department were 
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prepared to pay. The difference in the sale price worked 
out by the two was mainly stated to be due to:-

(a) th~ annual production capacity having been 
taken at 12' 5 tonnes; 

(b) depreciation being based on a plant life of 12 
years as compared to the AEET formula of 20 
years life with 20% residual value; and 

(c) a return on capital of 10% as against 5% sug-
gested by the ABET. 

101. The Committee were, however, informed by the 
Department of Atomic Energy in December, 1964 that an 
agreement had since been reached with the Fertiliser Corpo-
ration in this regard. 

102. It would be seen that it took the Corporation over 
two years to decide the sale price of heavy water. This is 
somewhat surprising when the producer and the consumer are 
both wings of the Central Government. The Committee 
feel that, in cases where prices are not agreed to in advance 
betwt:en the parties and differences persist, the feasibility of 
the Tariff Commission examining the cost of production and 
allowing reawmable mar!rin of profit to the prqducing unit 
may be considered by Government. 

G. AccumuJatioD of Stotks 

Reuons. 103. In 1961-62 the Fertiliser Corporation was faced 
with some difficulty in moving their products out of the fac-
tories, particularly at Nangal. The difficulty arose because 
State Governments failed to issue despatch instructions to 
cover the full allotment of fertilisers made by the Centra1 
Pool. Consequently the despatches of fertilisers were con-
siderably low. Further wagons were not available from the 
Railways and there were restrictions in bookings to the South. 
As a result, stock position assumed serious proportions and 
on 6th February, 1962 the stock in the silo was 49,145 
tonnes. Necessary steps were taken with the assistance of 
the Ministries of Railways and Food and Agriculture to 
overcome this problem. 

104. In this connection, the Committee note that in the 
year 1961-62 only 34'5% (56,460 tonnes) of calcium 
ammonium nitrate distributed was consumed in the Punjab 
and as much as 35% (57,929 tonnes) was distributed in the 
Southern States. The position has since improved and, in 
1963-64, 202,014 tonnes of CAN were distributed in the 
Punjab. 



31 

. -105. 111 evidence, it was admitted that the problem had Stepe to 
arisen mainly because preparatory work to popularise the popu-
product had not been done. But there was no difficulty at lari~ 
present. The need for avoiding accumulation of fertilisers fertlliaen 
cannot be over emphasised. It results in locking up of capl- su~ 
tal, deterioration in storage, and can even lead to stoppage ge . 
-of production. The Committee, therefore, urge that suitable 
measures should be taken in coordination with the A gricul-
tural Extension Service of the Ministry of Agriculture to 
popularise fertilisers in areas where new plants are being 
fJut up, so as to ensure prompt off-take of fertilisers and avoid 
their transportation to far off places. 

H. Oxygen 
106. It has not been possible for the Nangal Unit to Extentof 

use oxygen produced in the electrolysis plant which is Nt~~ 
being let out in the atnlOsphere. The quantities so let out, U -tion. since commencement of production in the e1ectrolysers, are 
as follows:-

Duration Oxygen in 1000 Nm.! 

Year ending 1962 
" 1963 
" 1964 

Current year till 31-7-1964 
-----~----

107. Various possibilities for utfiisation 
oxygen were stated to have been investigated. 
·tant of these were:-

59,175 '9285 
80,102'5675 

104,668' 4335 
34,192 '855 

of surplus Poalbllt-
Most impor- tie. 

examlBM. 

(a) installation of a compression plant to fill oxygen 
in cylinders for use in Oxygen-acetylene weld-
ing industry and for use in hospitals; 

(b) distribution as liquid oxygen for use as an ex-
plosive and for filling in breathing apparatus; 

(c) 

(d) 

installation of Oxy-thermic process for the manu-
facture of calcium carbide; and 
Oasification of coal, naphtha or fuel oil for the 
production of synthesis gas for manufacture of 
ammonia. 

108. The Corporation has stated that surplus oxygen 
-could best be utilised for gasification of hydro carbon or 
,coal feed-stocks for expanding the nitrogen capacity. Techno-
·economic study ba!led on gasification of naphtha, fuel oil and 
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coal has been prepared and is under the consideration of 
Government. It envisages doubling the capacity of the 
existing plant. 

109. In evidence, the Managing Director of the Corpo-
ration stated that if the availability of commercially exploit-
able quantity of gas was established in J awalamukhi, it 
would be possible to produce 300 tons of extra ammonia per 
day for the manufacture of urea which is a more profitable 
product. The representative of the Ministry informed the 
Committee that even with the expansion of the Nangal Unit. 
the entire quantity of oxygen would not be utilised and solu-
tion to the problem was not yet in sight. Government had 
not, however, specifically asked the Corporation to study the 
position regarding utilisation of oxygen in similar factories 
abroad. 

110. The cost of produCtion of the Nangal Unit is much 
higher as compared to similar factories abroad. Maximum 
utilisali01l of the existing resources is, there/ore, essential for 
reducing the cost of production aiuJ improving its financial 
position. The Committee were informed that utilisation of 
oxygen would fetch about Rs. 60 lakhs per annum. They. 
there/ore. recommend that the schemes for utilisation of sur-
plus oxygen should be carefully examined and implemented 
without delay. 

I. Other Problems 
111. The NangaJ Unit is faced with the following other 

problems:-
(i) failure of expansion turbine rotor in Nitric Aci~ 

Plant; and 
(ii) corrosion in condensators and ammonia vapon-

ser in Nitric Acid Plant. 
112. The problem of failure of expansion turbine rotor 

in Nitric Acid Plant is under study with the suppliers or 
equipment, MIS G.H.H. of Germany. Simultaneously, the 
above problems are being studied locally by the Planning 
& Development Division of the Corporation. But it has nOt 
yet been possible to find a complete solution to these pro-
blems. The Committee would urge that energetic efforts bl' 
made to solve the above problems at an early date. 
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PROIECTS UNDER CONSTRUCTION 

A. PlaaDiag of Projedl 
113. Besides the two operating Units at Sindri and 

Nangal, the Fertilizer Corporation is setting uP. five ferti-
lizer plants, one each at Trombay (Maharashtra), Namrup 
(Assam), Gorakhpur (U.P.), Korba (Madhya Pradesh) 
and Durgapur· (West Bengal). 

114. The time-lag between the original proposal and (i) Sane-
final clearance of the Projects by Government is given in tionlng 
the following table:- of Pro-

jects. ----_ .•.. _._-----
Trombay Namrup Gorakphur Korba 

I. Date of conceiving 
the project June, 1955 1954 Early, 1960 Aug. 1962 

2. Date of receipt of 
technical feasibi-
lity report . 10-1-1959 Scp. 1959 19-8-1960 April, 1963 

3. Location of am: 1959-60 Aug. 1961 March. 1963 June, 1963 

4. Date of receipt of 
project report . 10-5-1,,60 Early, 1963 Aug, 1964 

5. Date on which 
clearance was 
received from 
Government to 
go ahead with the 
project 14-4-1959 June, 1960 27-10-I96J Not yet 

received. 
6. Total time taken 

from conceiving 
the project . about 4 years 6 years lit Years 

115. Messrs Burmah Shell Refineries had originally RealODS 
proposed before 1955, the establishment of a fertilizer plant for delay. 
based on naphtha from the refineries at Trombay. The 
proposal was not pursued by them subsequently as they 
considered it unremunerative. In 1958 an ad hoc Com-
mittee was appointed by Government to formulate propo-
sals to set up a plant there. On their recommendation, it 
was decided in 1959 to set up a unit at Trombay in the 

-This project (ertimated cost Rs. 35·63 crores) has been sanctioned 
for implementation only recently. It does not therefore form part of this 
study by the Committee on Public Undertakings. 

33 
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public sector. This accounted for delay in the planning of 
Trombay Project. 

116. As regards Korba, a private party was licensed for 
putting up a 100,000 ton nitrogen plant in 1961. They did 
nothing and surrendered the licence when the Corporation 
was entrusted with this project in 1962. The question 
whether the plant should be coal-based or not delayed its 
clearance by Government. The allocation of foreign 
exchange further delayed its clearance. The Committee 
were informed that the possibilities of reducin~ the cost of 
production at Korba were still under examination. In the 
meantime 244 persons employed at Korba are idle. If by 
any chance Government finally decide against the Project, 
an expenditure of Rs. 121.73 tills would have been incur-
red at Korba out of which Rs. 30 lakhs would be rendered 
infructuous. 

117. In this connection, the Committee find that in 1962. 
the United Nations Fertilizer Mission in their Report on 
Planning for the Production of Commercial Fertilizers dur-
ing the Third Five Year Plan had observed as follows:-

"The high cost of fertilizer based on coal in Rajas· 
than or Madhya . Pradesh would set a difficull 
selling problem. If it is later found that local 
demand increases so as to necessitate production 
there, any manufacture should probably be 
based on naphtha, or possibly on na~l gas". 

118. It ;s thus evident that the decision to set up a 
fertilizer plant at Korba by the Fertilizer Corporation of 
India was not preceded by a thorough study of its technical. 
financial and other aspects. The difficulties which have 
delayed the clearance of the project by Government are not 
unforeseeable and could well have been anticipated particular-
ly when the United Nations Mission had expressed a doubt 
in the matter. The result has been that the Third Five Year 
Plan targets of fertilizer production would not be achieved. 
necessilating large imports. What is more, a part of land 
for the project has been acquired. 244 persons already 
employed there are idle and an expenditure of Rs. 30 lakhs 
would be rendered infructuous if ultimately a decision is 
taken not to proceed with the project. The Committee trust 
that Government would at least now carefully examine the 
economics of the proposed Korba plant expeditiously and 
take a final decision without further delay. 

1 J 9. From the table in paragraph 114 it would also be 
seen that the time taken from the date of receipt of feasibility 
reports to clearance by Government has ranged between 3 



'months in the case of Trombay to over 2 years in the case 
of Korba, for which a clearance is being still awaited. It 
was represented to the Committee that scrutiny and approval 
of feasibility study and detailed project reports by Govern-
ment, at present, involved considerable delay, as various 
Ministries have to be consulted. In order to avoid these 
delays it was suggested that a CI mference of representatives 
of the concerned Ministries might be held at both these 
stages to consider and examine the reports. The Committee 
recommend rhat Government might examine the present 
procedure regarding scrutiny of projects with a view to 
.fimp/ify and orient it so as (0 minimise delays in their sanc-
tioning . 

. 120. The Committee find that after the preparation of (iii) No 
feasibility study reports, the procedure followed in the selec- unifora 
tion of sites, drawing up of detailed project reports and proee· 
clearance by Government has differed from project to pro- dure. 
ject. For instance, sites for Namrup and Gorakhpur Pro-
jects were selected after obtaining Government clearance to 
go ahead with the projects. In the case or Korba the site 
has been selected and a part of the land has also been 
acquired, though Government approval is still awaited. 
Similarly, the detailed Project Reports for Namrup and 
Korba Projects were prepared before obtaining Govern-
ment's approval to their execution. In the case of Gorakh-
pur Project this was prepared after Government's approval. 
No such report was, however, prepared for the Trombay 
Project. 

121. From the foregoing it would be clear that a uni-
form procedure has not yet been evolved in the matter of 
selection of sites and preparation of Detailed Project Reports 
by the Fertilizer Corporation. The Committee are also not 
.,ure ;f a well-defined procedure "as been laid down by Gov-
ernment indicating the various stages in the implemerata-
.tion 0/ industrial projects and the order and time sequence 
in which those steps are to be proceeded with. To avoid 
delays and inadequacies in the planning of projects. the 
Committee feel that it would be desirable to clearly spell 
out the types of .ftudies that should be undertaken and the 
order in which they should be conducted before a project is 
finally approved by Goverhment for implementation. They 
suggest that the Bureau of Public Enterpriws might examine 
this matter with a view to prescribing a regular procedure 
for adoption in the case of all the industrial undertakings in . 
!the public sector. 
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B. Detailed Project Report 
122. As stated earlier, a project report was not prepared 

in the ca~e of Trombay Project and the feasibility study 
was the only basis for its implementation. A detailed pro-
ject report is principally a plan of operation giving the 
schedule of construction, the cost estimates and the timt: 
schedule of its commissioning. In other words, it also set.'i 
the standard of time, cost, men, material and .machines. 
The pedormance of project authorities can only be assessed 
if there is a project report of this nature. As stateq else-
where, lack of such detailed project planning has resulted 
in schedule slippages, cost overruns and contractual diffi-
culties at Trombay and a valid basis for pedormance evalua-
tion does not exist. In evidence it was admitted that the 
absence of a detailed project report and detailed estimates 
were serious lacunae, and that it was not prudent to have 
launched on this project without detailed project report. 
The Committee feel that Government should not give 
approval to go ahead with a project, until it.<; detailed pro-
ject report has ·been prepared. 

C. Location of Projeds 
123. In locating the fertilizer factory at Trombay the 

easy availability of petroleum naphtha from the refineries 
and proximity to Port, which facilitated transport of raw 
materials, were stated to be the considerations. The loca· 
tions at Gorakhpur and Namrup were stated to have been 
decided on the recommendation of Technical Committw; 
appointed for the purpose. The Committee, however, note 
that the Corporation was handicapped. due to relative iII-
accessibility of the area where Namrup Unit will be located. 
[t is facing unusual difficulties in transporting heavy 
machinery and equipment to the job site. In the case of 
Gorakbpur factory also the locational disadvantages aad 
transportation costs, would put up the cost of its interme-
diate and end-product'i which will be higher than the pro-
duction cost of other units. 

124. As to the criteria laid down for location of ferti-
lizer plants, the representative of the Ministry infonned the 
Committee that the policy of Government, as announced by 
the Minister of Commerce in Parliament, was that it was 
desirable to aim at one fertilizer factory in each State. 
Considerations like regional deve16pment, availability of !'W 
materials and proximity to market were also taken mto 
consideration. The location at Gorakbpur was stated to 
have been decided on the consideration that naphtha wa..~ 
to be obtained from Barauni Refinery. 
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] 25. It is obvious that both the Gorakhpur and Namrup 
Projects suDer from locational disadvantages. The Com-
mittee are not sure whether better locations for these units 
C'Ould not .be found in these areas. Location is one of the 
decisive factors in the economies of the working of a Unit. 
The Committee urge that greater care should be exercised 
before deciding the location of industrial projects in future 
and economic considerations should be the guiding factor in 
this regard. 

D. Laud 

126. The Fertilizer Corporation experienced consider- (i) Acqu&-
able difficulty in the matter of acquisition of land for sition 
,Gorakhpur Project. It took them nearly 20 months to get difficul-
possession of about 85% of the total land required. Although ties at 
the project was sanctioned in October, 1961, it has not so Gorakh-
far been possible for them to take possession of the remain- pur and 
ing 149 acres of land. Due to delay in the acquisition of Namrup. 
Jand. the progress of the project has been affected and the 
completion of the factory may be delayed to some ex-tent. 
In the case of Namrup Project also, some delay is stated to 
have taken place due to Land Acquisition proceedings 
having heen chal1enged in the Assam High Court. 

] 27. The Committee feel that the present legal position 
is ,,'uch that land acquisition procedure tends to be protract-
ed. Government should, therefore, review the legal aspect 
and take necessary steps with a view to speeding up lilntf 
acquisition procedure for public undertakings. 

128. The entire cost of land acquired for Namrup has (ll) Cost 
been borne by the Fertilizer Corporation. The U.P. Gov- otLand 
omment, however, shared the cost of land acquired for shared 
the Gorakhpur Project in the proportion of 40:60, when by State 
the price of land was increased due to agitation by tenants. Govern-
The West BengaJ Government is stated to have gifted 1,000 ments. 
acres of land for the proposed fertiliser factory at Durgapur. 
The Madhya Pradesh Government has also agreed in princi-
pJe to gi~ waste land in Korba area at a cheap rate. 

129. The Committee note that no uniform policy ;s 
being follqwed by the Corporation in meeting the cost of 
land required for its Projects. As the cost of land accountj 
for 3 to 7% of Ihe lotal capital cost of a fertilizer project, 
the Committee are of the view that the Corporation should 
try (0 obtain as much assistance from the State Government3 
.concerned as possible. 
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130. The area of land acquired for each unit/project ot 
the Corporation is given below:-

"Sindri Unit . 
Nangal Unit. 
Trombay Project 
Gorakhpur Project 
Namrup Project 

6156 acres 
3690 .. 

825 " 
1017 " '\.proposeU to be 
8 J acquired. 09" 

131. It will be seen that the land acquired for Sindri & 
Nanga! Units was much in excess of their needs. In evi-
dence, the· representative of the Ministry stated that exces-
sive land was acquired at Sindri because it was cheap then. 
Some of the surplus land at Sindri was now being utilised 
by Pyrites &. Chemicals Development Co. Ltd. for putting 
up a sulphuric acid plant there. The requirements of Nan-
gal Unit were stated to have been based on the experience 
of Sindri Fertilizer Factory. Subsequently, however, about 
1,034 ac.res of land, which were not being put to any pur-
poseful use had to be placed at the disposal of the State 
Government for being returned to the original owners at 
the price paid by the Unit, less 15% compulsory acquisition 
and interest charges. As a result, the unit incurred a loss 
of Rs. 5 lakhs. 

132. It would appear that the acquisition and ulilisatiofl 
of land in the earlier projects has been on a lavish scale. 
The importance of careful assessment of requirements of 
land and planning layout of factories and townships needJ 
no special emphasis. Proper planning and laying down 
standards for land utilisation would lead to economy in land. 
The economy in land would in turn lead to lower 
maintenance cost and consequently reduced operational 
cost of the plant. The Committee recommend that the Cor. 
poration should exercise utmost economy in assessing land 
requirements and its utilisation for the fertilizer· units in 
future. They further suggest that suitable norms should b~ 
laid down by the Corporation regarding utilisation of land 
for the future factories and townships. 

E. Soil Investigation.4i 

133. The Namrup Project has suffered a set back of 
about a year due to the need for fresh soil investigation. 
which has been entrusted to Mis. Cementation India Ltd. 
This delay is also likely to result in additional expenditure. 
The Committee were informed that preliminary studies 
were made by the Central Water and Power Commission· 
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by wash-boring but no chemical and other tests were car-
ried out. The second subsoil investigation carried out by 
Cementation Limited in the same site at a cost of RB. 2.16 
Jakhs revealed that it would be necessary to build cellular 
or raft foundation resting on at least 100 ft. long piles, for 
I;lll the heavy moving machinery at enormous cost. Detailed 
investigation was being carried out at a location within a 
mile from the present site. If that area was found suitable 
it might be possible to locate the factory without any special 
precaution like piling or further delay. This would, however, 
necessitate acquisition of 120 acres of land and involve 
additional expenditure on:-

(i) railway line; 
. (ii) power transmission; 

(iii) putting up steam generating set; and 
(iv) development of new site including putting up a 

revetment to protect the factory at the new 
site. 

134. In evidence it was stated that the Corporation had 
to proceed on the basis of preliminary indications. Detailed 
soil investigations could only be conducted after acquisition 
of land by the Corporation. The representative of the 
Ministry, however, agreed that proper selection of site could 
only be done after detailed soil investigations which should 
be attempted in the very beginning. 

135. The selection of a site is a basic, long term and 
final decision for the location of an industrial enterprise. 
Even minor omissions at the time of initial soil investiga. 
tions can prove to be very costly, as has happened in 
Namrup. The Committee, therefore, recommend that maxi-
mum care and attention should be devoted to detailed soil 
investigations initially so that chances of a bad location 
which saddle the project with additional cost and delays are 
minimised. It might also be examined whether detailed soil 
Investigations could not be carried out against paymt'nt of a 
small compensation to the owners of the land. 

F. Production Pattern 
136. It was originally proposed that nitrophosphate Change in 

to be manufactured at Trombay project would be all Trombay 
citrate soluble. Subsequent studies, however, revealed Project. 
that a water soluble product might be more suitable for 
Indian soil conditions. In November 1960, some 16 
months after the first issue of Notices inviting tenders, a 
decision was taken that Nitrophosphate to be produced 
~hould be SO per cent water soluble. This decision to 
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change the product, in addition to causing lengthy delays 
in construction process, necesssitated the setting up of a 
sulphuric acid plant and alteration in the specifications for 
the bagging plant. 

137. To undertake the execution of the project and 
invite tenders without finally deciding the product to N 
manufactUl'ed at Trombay were a serious lapse. In the 
fertiliser industry it is all the more necessary to decide the 
product pattern in advance as the product to be manufac-
tured is supposed to be based on extensive trials and suIta-
bility to the soils for which it is intended. To avoid diffi-
culties 0/ the nature that arose at Trombay, the Comminee 
feel that this is a matter which should ,.eceive the first 
attention while setting up industrial enterprises of this 
nature. 

G. Change in Scope 
138. As recommended by Fertiliser Technical Com-

mittee, it was originally proposed to set up a fertiliser fac-
tory at Namrup with a capacity of 50,000 tonnes of 
ammonium sulphate and 50,000 tonnes of urea per annum. 
A detailed project report was also prepared on that basis 
irivolving a capital outlay of Rs. 15 '14 erores. Subse-
quently, however. the capacity was altered to 50,000 tonnes 
of urea and 100,000 tonnes of ammonium sulphate, neces-
sitating a change in the detailed project report and delay-
ing execution of the project by about a year. In evidence 
it wali stated that the capacity._ of the project had to be en-
larged under pressure from the tea industry and instruc-
tions from Government. 

139. The size of an industrial enterprise has to be deter-
mined after a thorough study of the requirements. The 
requirements of tea industry. the principal industry of that 
region, should have been foreseen. It is regrettahle that 
this was lost sight of. The Committee would urge that 
such alterations in the capacity of projects during the course 
of their execution be avoided, as far as p()~<;;bll'. as they 
involve unnecessary expense and delay. 

H. Town Gas Plant 
140. The setting up of a town gas plant at Trombay 

with a capacity of 2 million cubic feet of gas per day ha~ 
been entrusted to the Trombay project of the Fertiliser 
Corporation. The decision was taken over 4 years ago 
(in October 1960). A project report was also prepared 
subsequently, but the project has not been taken up for 
execution because the Bombay Municipality and the 
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Mabarashtra Government had not yet made any firm com-
mitment either about the offtake of gas or the price at 
which it will be supplied to them. 

141. in evidence the Managing Director informed tho 
'Committee that the Maharashtra Government were since 
prepared to guarantee the offtake of gas but its pricing had 
not been settled. The availability of feedstock naphtha 
bad also not been ensured. 

142. The Committee regret that the setting up of the 
Town Gas Plant was decided before making sure about 
the availability of the necessary feedstock or offtake of g • 
.and without entering into a formal agreement 'with the' 
,State Government in this regard. 

I. Foreign Excbaage 

143. There has been considerable delay in arranging Delay. 
foreign exchange' allocation for the projects under cons- in alloca-
truction as would be seen from the following:- tion. 

Trombay Namrup Gorakhpur 

(I) Date on which clea-
rance was received 
from Government 
to go ahead 
with the project. 14-4-1959 'june, 1960 27-10-1961 

t.(2) Date on which foreign 
exchange was arrang 
ed . 29-12-1960 28-8-1962 July, 1963 

144. Global tenders for the various plants of Trombay 
project were invited on 17th November, 1959 without know-
ing the source of foreign exchange. These were received 
upto June 1960. During the scrutiny of tenders in August 
1960, it became known that the foreign exchange require-
ments of the project would be met out ofa U:S., A.lD. 
Loan. Tenders for certain plant & machinery had therefore 
10 be obtained from U.S.A. only. Besides the delay caused 
in refloating tenders for which American firms had not 
quoted initially, the Corporation had to pay higher prices 
for plant and machinery because the !tame had to be obtain-
ed from American tenderers only. The extra price amount-
jng to Rs. 184 lakhs (about 15% of the total cost of plant 
162 (Aii) L.S.-4. 
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and equipment) 
follows:-

had to be paid for various plants 1& 

DIfference in price 
I. Arrunonia Plant Rs. 126 Jakhs 
2. Urea Plant Rs. 28 " 3. Nitrophosphate 

Plant RS.30 " 
s. 18~ I.l',(\}, 

(20% higher) 
(13% ,,) 

(19% ,,) 

Sugges- 145. The Corporation stated that different countri5 
tion of "",.fave different engineering standards. It is therefore abso-
the Cor- .,utely essential to know the source of forei~n exchange be-
poration fore designing the necess~ry plant and equipment. Further. 

(i) Water 
arrange-
mentsfor 
Trombay. 

to save time, untied credits should be made available from 
a number of countries which can supply equipment so that 
the Corporation can ~ pick and choose the most reliable 
equipment at an early stage of project execution. 

146. The Committee feel that the source of credit 
should be ascertained by an undertaking before inviting 
tenders. In the present case, tenders were invited before-
knowing the source of finance with the result that the-
earlier effort proved to be a waste and it became necessary 
10 re/loal tenders from A merican sources when it was finally 
known that funds would be available from u.s., A.I.D. 
loan. Perhaps this was inevitable under present conditions 
in India. Restriction of the source of funds unnecessarily 
adds to the cost of the project, as has happened at Trombay. 
The Committee suggest that, as far as possible, unlied 
credit should be made available for such b7g- projects. 

J. Raw Materials 
147. The requirements of water for normal production 

at Trombay Project are about 6 million gallons per day. 
In August 1956 the Maharashtra Government had c.onfir-
med that the required quantity of water would be made 
available for the factory by 1960. The Municipal Corpo-
ration, however, desired that one third of the entire cost 
involved in the installation of water mains and reservoir-
(Rs. 88 lakhs) at Trombay be given to them in the fonn 
of subsidy and the balance as interest bearing loan sineo 
it was not possible for them to finance the scheme without 
such assistance. 

148. In March 1960 the Fertiliser Corporation ap-
proved the rates for water supply (Rs. 1.25 per 1{)(){)-
gallons for the first S years and R8. 1.50 per 1000 gallons 
for the next 5 years) whicn were subject to iJierease under 
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certain conditions. In April 1961 Government decided 
that the Fertiliser Corporation could advance interest 
bearing loan to the"Municipal Corporation but any sub-
sidy should be granted by the Maharashtra Government. 
Subsequently the Municipal Corporation wanted to in-
crease the rates by Rs. 0.25 per 1000 gallons. In March 
1964, however. the Municipal Corporation informed that 
they would not be able to stick to their commitm~nt for 
water supply for want of steel. They also decided that 
due to acute shortage of water, drinking water should not 
be supplied to industries in preference to the domestic 
needs of the city population. The matter was, therefore, 
taken up by the Central Government with the Maharashtra 
Government at the highest level. As a result the State 
Government have informed the Corporation on July 29, 
1964 that the Municipal Corporation has agreed to supply 
2 million gallons of water per day. The Committee were 
further informed that the officers of State Government and 
Municipal CoIlUllissioner had unofficially ensured the 
General Manager that the project will not have any diffi-
culty on account of non-availability of water. A regUlar 
agreement had not however been entered into by the 
Fertiliser Corporation with the Municipal Corporation so 
far. 

149. There was also a delay of 14 months in making (ii) Power 
final arrangements for meeting the power requirements of arrange-
the Trombay Project. There was further delay in making menta for 
arrangements for the actual supply of power. These Trombay. 
delays resulted in shifting the firm date of availability of 
power to January 1965. The present rate for power supply, 
inclusive of electricity duty. works out to 5' 6 paisa per 
kwh as against 3' 5 paisa per kwh originally indicated by 
the Maharashtra Government (i.e. an increase of 50%). 

150. The timely commissioning and economic work-
ing of an industrial enterprise depends to a large extent on 
the timely supply of and reasonable rates for basic raW. 
materials, like water and power. It i.~, therefore, essen-
tial that firm and satisfactory arrangements in regard to 
their supply should be made in the very beginning, prefer-
ably before starting the wo;k, otherwise it would lead to 
difficulties. 

151. The Committee note that the Maharashtra Gov-
ernment had earlier agreed to supply water and power at 
certai" rates. After the location of the project was de-
cided upon, higher rates were demanded. Their JUppl)f 
has also been delayed. Similar difficulties were experi-
enced at Nangal as well. In the circumftance." the Com ... 
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mittee suggest that the Central Government should enter 
into firm commitment with the State Government concern-
ed with regard to these matters preferably before locating _ 
Project in that State. 

152. The Committee have earlier referred to the 1081 
of equipment meant for Nangal Project in the Dock Yard, 
whose replacement delayed the timely completion of the 
Project. The Trombay Project was also faced with a 
similar situation. The value of their equipment and 
materials lost at the docks amounted to $54,795,'14. A 
number of other items were lost but were recovered after a 
period ranging from three months to one year. Due to 
congestion at Bombay port, a number of ships, some of 
these carrying critical items, had also to be diverted to 
other ports, viz., Kandla, Calcutta and Cochin. 

153. The Corporation has since set up a Liaison.' 
Office at Bombay. The Committee hope that such losset-
will not recur. 

154. The Trombay Project has paid port rent and 
demurrage charges amounting to Rs. 4.55 lakhs. ThU 
is on the high side. This has been attributed to delay In 
clearance 0/ goods due to receipt of bilh -of lading -after 
arrival of goods, delay in customs appraisal and 
congestion in the port. Of the above amount Rs. 2'04 
lakhs are stated to have been paid due to delays in customs 
examination an.d appraisal. The Committee urge that 
necessary steps may be taken to clear the goods as early as 
possible, so as to reduce the demurrage charges in all the 
Projects of the Corporation. The avoidable delays in cWo-
toms examination, if any, should be brought to the notice 
of the Ministry of Finance so that the procedure followed 
by the Customs Authorities ;s simplified. 

K. Estimates of Cost 
155. The original and revised estimates of the various 

projects are given below:-

Trombay Project 

Namrup Project 

Gorakhpur Project , 

Korba Project 

-------
Original Revised 

estimates estimates 

(Rs. crores) 
33'40 

Gune 1963) 

2.6'57 
(I6-I2-IQ63) 

30'''!! 

Remarka 

37'76 
(including RI. 04 . 36 
crores for methanol 
Plant) 

Estimate not finally 
approved by GOY-
ernment. 
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IS6. The increase in the cost of Trombay Project has Rea.sons 
been ascribed partly to non-inclusion of financing charges for m... 
(Rs. 3'10 crores) to cover the interest on capital employed crease m 
during the period of construction, and working capital estimate.. 
(Rs. 0'71 crores) in the original estimates. The increase 
has also been due to (i) higher cost of American plant 
and increase in prices over 1957 level (Rs. 2:51 crores) 
and (ii) change in the product pattern of the project which 
necessitated installation of additional plants as follows:-

(i) Provision of sulphuric acid plant & water 
treatment plant, increasing the capacity of 
Steam Generation Plant & installation of 
Argon Recovery Plant-approximately Rs. 1:00 
crore. 

(ii) Additional customs duty due to increase 
in the cost of plants-Approximately Rs. 1 
crore. 

(iii) Cost of land-Approximately Rs. 0:5 crore. 

It has been stated that the contemplated change in the 
site of Namrup Project is also likely to affect the estimates 
of that Project. 

157. The Committee have earlier referred to the fact 
that Trombay Project. was proceeded with on the basis 
of feasibility study and no detailed project report was 
prepared. The feasibility stady also contained rough 
estimates based on prices prevailing in 1957. In evidence 
the Committee were informed that the estimates now pre-
pared by the Planning and Development Division of the 
Corporation in respect of Namrup, Gorakbpur and Korba 
Projects were more accurate and large variations were not 
expected to take place in: future. 

158. Whatever the justification for the upward revision 
in the estimates of the Trombay Project, the Committee 
feel that a correct assessment of the cost should have been 
made at the earliest opportunity after ascertaining the 
source of finance and calling for quotations for plant and 
equipment. That was not done. The Committee feel that 
for proper financial control, Government should insist on 
detailed estimates of projects r,iing prepared by the under-
takings before according approval thereto. They hope 
that this would be done in future. 

159. The Committee note that the project estimates for 
Namrup and Gorakhpur Projects prepared in February 1961 
and March 1964 respectively are still awaiting Govern-
ment's approval. In the meantime, expenditure is being 
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incurred. This is not proper and if a Project is not approved 
by Government it would lead to infructuoru expendhure. 

L. TIme taken ill erectioD/COIlllDillioaiag 

160. The dates of sanctioning implementation of the 
various projects and anticipated dates of their commissioning 
are given below:-
-----------------

Trombay Namrup Gorakhpur 
... _-----

Date on which clearance was received 14-4-1959 June, 1960 27-10-1961 
from Govt. to go ahead with the 
Project. 

Scheduled dates of commissioning October,I9641 Jan., 1966 April 1967 
February 1965 

Time taken 5 1/2 years 5 2/3 yrs. 5 112 years ._---_ ............ _----_ .. _-- ----

161. The schedule of commissioning of the Trombay 
Project has been revised four times and there is likely to be 
a further revision. 

162. In this connection the United Nations Fertiliser 
Mission (December 1960 to February 1961), observed that 
the normal time schedule for completion of a fertiliser pro-
ject, under Indian conditions, was about 3'5 to 47 months. 
Against this the actual time taken by the Corporation varied 
from 52 to 71 months as will be seen from the table below:-

-_._----------..------

Preliminary analysis, project report, 
initial decision to proceed with the 
Project 

Preparation of tenden, preliminary pro-
cas and llpeclflcations etc. 

Contracton' project bid, reveiw of bid. and 
oJIicial decision to construct the factory 

Ordering, construetion, 
pletion and stllrt-Up 

erection to com-

---_. 

Nonnal time 
schedule 

estimated by 
U.N. Fertiliser 

Mission 

(months) 

4-5 

3-4 

4-8 

24-30 

3'-47 

Approximate 
time taken by 
the Fertiliser 
Cor poration 

(months) 

5-7 

3-4 
12-20 

32-40 

52-71 

163. In evidence it was admitted that there was scope 
for improvement in the matter of planning and program.-
ming of fertiliser projects in the country. It was also 
agreed that with their experience. the Corporation could 
DOW reduce the time taken in the erection I commissionin~ 
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of future fertiliser projects to 40/50 months from the date 
of approval of projects. 

164. Every day's delay increases the capital cost of a 
project and defers production which in the case of a big 
fertiliser plant could be worth nearly half a million rupees. 
The Committee, there/ore, recommend that the Corporation 
should at least now make a serious attempt to reduce the 
time taken in the erection and commissioning of its future 
projects. . 

M. CoD8tnJction Works 
165. The Committee were informed that the representa· Com-

lives of Mis. Chemical Construction Corporation, who pressor 
supplied the design of the compressor foundations of the founda-
Trombay Project, were not satisfied with the workmanship tions of 
'of the foundations and wanted some parts to be demolished Tromba,. 
and rebuilt. The expenditure on dismantling 17 pedestals Project. 
and rebuilding them amounted to Rs. 1.41 lakhs. The 
Chemical Construction Corporation also doubted the 
strength I\nd soundness of lean concrete on which compres-
~ foundations were built and argued that they would not 
be responsible for running the machinery unless they were 
ntisfied that the foundations were safe. A Committee of 
Expert Engineers under the Chairmanship of a Member of 
the Central Water and Power Commission was appointed 
to go into the problem of lean concrete as well as the founda-
tions. It reported that the foundations were quite safe. 
The Committee feel that this unnecessary controversy which 
held up the work could have been avoided by mutual discus-
sion before commencement of the foundation work. 

N. Cost Reduction UBits 
166. The Committee find that Fertiliser Corporation Not: 

has not so far set up Cost Reduction Units in its projects set·up. 
which was recommended in the Third Five Year Plan in 
the following terms:-

"Cost Reduction Unit should be established in each 
major construction project as a part of the 
construction organisation under the exclusive 
control of the Chief Engineer of the Project. 
Its functions will be to carry out work studies, 
continuously analyse factors affecting costs, re-
commend suitable adjustments from time to 
time, in materials, techniques, procedures and 
organisation. evaluate the results of such adjust-
ments and keet> a watch on progress in achiev-
ing economies In construction costs." 

.1 
I ~ 



Planning 
Commill-

• atOll" 
recom-
menda-
tlon. 

48 
167. The Managing Director informed the Committee 

during evidence that the above recommendation had not 
come to his notice. 

168. It is hardly. necessary to emphasise the need fori 
setting up Cost Reduction Units in big projects where cons-
truction accounts for a substantial proportion of expendi-
ture . . Immediate steps should be ttiken to organise such a, 
Unit in all the projects 0/ the Corporation. 

O. Compreb.eDsive Completion Reports 

169. To enable the public enterpris~ to learn from 
their past experience and to avoid similar mistakes in future 
projects. the Third Five-Year Plan had recommended the 
preparation of a comprehensive completion report for each 
major project as follows:-

"For each major project. a comprehensive comple-
tion report should be prepared giving the entire 
history of the project, including mistakes which. 
occurred and risks taken, remedial measures 
adopted and lessons drawn so that this report 
may serve as a reference book and· guide to 
engineers charged with the execution of similar 
projects in the future. The preparation of the 
completion report should be begun while the' 
works are in progress and events fresh in 
memory and the report completed, as far as 
possible, simultaneously with or soon after the 
completion of the project. Technical bulletins 
dealIng with various aspects of design and cons-
truction should also be prepared at the same 
time." 

170. No instructions have so far been issued by th~ 
Corporation to the project authorities to undertake the pre-
paration of such a report, although the above recommenda-
tion had been brought to the notice of the Managing Direc-
tor a year ago. A beginning is, however, proposed to be 
made with the Trombay Project. 

171. As the intention of preparing completion reports-
is to benefit from past experience, it would be worth-while 
preparing such reports for Sindr; & Nangal as well. The 
Committee would suggest that the Planning and Develop-
·tnrnt Division of the Corporation might undertake this task. 



172. The Committee would also recommend that after Poolinl 
pooling all the experience of the industrial projects, Govern- of experi-
ment should issue suitable instructions to all the project autho- enC8. 

rities so as to avoid similar mistakes. 

173. As stated earlier, recommendations made by the 
Planning Commission in the Third Five Year Plan had not 
been specifically brought to the notice of the Fertiliser Cor-
poration. The representative of the Ministry agreed that it 
would be desirable for the administrative Ministries to do 
so. The Committee, however, feel that the Bureau of Public 
Enterprises should be entrusted with this task. 
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BOARD OF DIRECTORS 

A. COIIlpositioa 

~ 74. The present Board of the Fertiliser Corporation 
COnsISts of 14 members, as shown in Appendix I. Besides 
the full-time Chairman-cum-Managing Director and Execu-
tive Director there are 7 officials i.e., a representative each 
of the (1) administrative Ministry, (2) Ministry of Finance 
(3) Ministry of Food and Agriculture, ( 4 ) Ministry of 
Labour and Employment (5) Atomic Energy Commission, 
( 6) Council of Scientific and Industrial Research, and (7) 
Fertilisers and Chemicals Travancore Limited. The 
remaining five Directors are non-officials and include a 
labour representative. The number of Directors has, how-
ever, varied from year to year. J t w.as 14 in 1960-61, 8 
in 1961-62, and 11 in ] 962-63 and 1963-64. During the 
current year it is fourteen. 

175. During evidence, the Secretary of the Ministry 
stated that there was no hard and fast rule regarding the 
strength of the Board of Directors. This depended on the 
Minister in charge an~ varied according to requirements. 

176. Such variation in the number of Directors from 
year to year gives an impression that the strength of thef 
Board is determined on ad hoc basis. The size of a Board 
is to be related to the volume and variety of work, and the 
need to provide representation to various interests. The 
Committee suggest that some broad principles shor.<ld be 
laid down to determine the strength and composition of the 
Board of Directors of the Public Un,dertakings for the 
guidance of all the Ministries. 

B. AppoiDtment of Additional Sec~ 

177. Government decided· in November, 1961 that "no 
Secretary of a Ministry/Department shall be member of 
any Board." Despite the above decision, additional secre-
taries of Ministries of Finance and Labour and Employ-
ment have been appOinted as members of the Board of 
Directors of the Fertilizer Corporation. The Secretary of 

.------ . 
• Dec.aiona of Government on the report of Krishna Menon Com~ 

mittee Bnd other studies on Public U ndertakinls. 

50 
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the Ministry stated during evidence that Additional Secre-
taries were not debarred from being appointed on the 
Boards. Moreover, the Additional Secretaries on the 
Board of Fertiliser Corpora~on of India did not belong to 
the Administrative Ministry controlling the undertaking but 
to other Ministries. 

178. The Committee do not agree with the above view. Com-
They feel that the considerations which weighed with 'the mittee'. 
Government in deciding against Secretaries being appointed views. 
on the Boards of Public Undertakings; apply equally to 
Additional Secretaries. They have hardly the time for such 
duties. The Committee suggest that Government should 
issue suitable instructions to make the above decision appli-
cable to A dditional Secretaries as well. 

C. Appointments 

179. At the time of reconstitution of the Board in 1964- Social 
65, two persons, one of whom is Zamindar and social Worker 
worker and the other an educationist were appointed as and 
members. The Secretary of the MinIstry stated during Zamindar 
evidence that a social worker as such was not debarred on the 
from being considered for appointment as a Director and Board. 
was .actually so appointed where deemed necessary. The 
Boards 0/ industrial undertakil1[;s, like the Fertilizer Cor-
poration, have to decide highly complex and technical 
issues. Its Directors should, therefore, bring with them 
qualifications and experience suited for the purpose. The 
Committee trust that this will be kept in view while appoint-
ing the Board 0/ Directors in future. 

D. Functional Directors 

180. In addition to the full-time Chainnan-cum-Manag- Prelellt 
ing Director, the Board of the Fertilizer Corporation in- posftiOR. 
eludes a full-time Executive Director. The later appoint-
ment was made in November, 1964 on the recommendation 
of the Board in order to groom a successor to the Maasing 
Director, who is due to retire shortly. The functiOns of the 
Executive Director are identical to those of the Managing 
Director. Besides, the Cbainnan-cum-Managing Director, 
there is no functional (full-time) Director in the Corpora-
tion. . 

181. The Managing Director stated during evidence that View. 
there should be only one captain in. ship. He did DOt of the 
believe in functional division of duties at tho headquarters ~ag­
because, in his view, it rendered eftecdve decentralis.on lIlito Direc-r. 
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difficult. Further, the control of the head of a Unit was 
likely to be curtailed to a very large extent. As to the 
avdisability of appointing a full-time Financial Director, the 
Managing Director felt that the present arrangement of 
having a Financial Adviser was better. The Financial Ad-
viser was completely independent and had the right to attend 
every meeting of the Board. The Managing Director was 
also required to report every case to the Board wherever 
he acted at variance with the advice of the Financial Ad-
viser. Moreover, if the suggestion was agreed to, there might 
be a demand for the appointment of technical and other 
Directors. -

182. The Board of a large-sized multi-unit industrial 
undertaking like the Fertilizer Corporation has to take various 
decisions regarding planning and policy matters. 
It has to provide guidance to new projects, initiate 
policy, and eOect alterations in the overall plan, enter into 
foreign aid agreements, and agreements with suppliers, con-
tractors, and the like. On the execution side also it has to 
deal with various issues and problems of an urgent nature 
involving unexpected bottlenecks and difficulties that might 
affect the progress of projects. The Committee feel that all 
this load of work would surely be too heavy for one Chair-

. man-cum-Managing Director. 

183. In their opinion it would be advantageous to have 
a full-time Financial Director incharge of budget and accounts 
department and another full-time technical director to look-
after technical malters. These Directors would not only De 
a party to, and responsible for all the decisions of the Board 
with regard to the management and operation of the enter-
prise, but would readily identify themselves with the objec-
tives of the enterprise. Further such full-time Directors 
would also gqin the necessary training and experience for 
ultimately taking over as Managing Director. The Commit-
tee suggest that the matter may be examined by Govern-
ment. 

E. MaNging Director 
184. The present Chairman-cum-Managing Director of 

the Corporation attained the age of superannuation in 
December, 1960 and has since then been re-employed with 
the Corporation. Presently he' has been granted extension 
of service upto June, 1965. The Secretary of the Ministry 
stated that personally he was against a retired man being 
kept so long. But the officer concerned had been in the 
industry for at least 15 years and had acquired sufficient 
know-leage and experience. It had not been possible to find 
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a suitable successor to him. In April, 1963. a Resident 
Director had been appointed at Sindri so that he mi2ht take 
over from the present Chainnan. But he did not come upto 
expectations. An Executive Director had since been 
appointed (in November, 1964) who would shortly take 
over from him. 

185. The Committee feel that there has been lack of 
forethought and planning in regard to the selection of a suc-
cessor to the present Chairman-cum-Managing Director. A. 
suitable understudy should have been appointed early enough 
who could take over on the retirement of the existing incum-
bent. Such an attempt has been made only in November 
1964. For not having done it, it became necessary to give 
extension of service to a retired officer for five long yeart 
which could have been avoided. 

F. Other Suggestioos 
186. The Committee recommend that the desirability of 

giving representation to the following interests on the B0tIr4 
of Directors of the Fertiliser Corporation might be consi-
dered: 

(i) Agricultural Scientists; and 
(ii) Farmers' Organisations particularly because dIs-

tribution functions are likely to be entrusted to 
the Fertiliser Corporation. 
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GOVERNMENT CONTROL 

A. Techaical Planning Cell 

187. It was suggested in the Third Five-Year Plan, that 
Central Ministries concerned with industrial development 
should take ~arly steps to organise well-equipped technical 
planning cells to concentrate on the broad technical and eco-
nomic aspects of the projects with which they were concerned 
and on the v.arious related steps which required co-ordination 
at the level of policy and administration. No such Cell has 
so far been set up by the Ministry of Petroleum and Chemi-
cals which has ten industrial and other undertakings (viz. 
Fertiliser Corporation of India, FACT, Indian Oil Corpora-
tion; Oil & Natural Gas Commission, Cochin Refineries Ltd., 
Indian Drugs and Pharmaceuticals Ltd., Pyrites & Chemicals 
Development Co. Ltd., Hindustan Organic Chemicals, 
Hindustan Antibiotics & Hindustan Insecticides) under its 
administrative control. 

188. In evidence it was stated that the Ministry was 
fonned only a year ago and was reorganised towa1'ds the 
latter half of November, 1964. As such the .above recom-
mendation had not been considered so far. 

189. The delays in the implementation of projects in the 
public sector have largely been attributed to lack of adequate 
technical, eC01wmic and financial planning. In order that 
planning of projects is done in suificient detail, and the pro-
gress of their implementation is watched. the Committee con-
sider it necessary that Ministries responsible for administering 
big projects are staffed with suitable technical personnel. 
They regret to observe that even a specific recommendation 
made in the Third Five-Year Plan in this regard has not been 
implemented by the Ministry of Petroleum and Chemicals so 
far. The Committee trust that the proposed Cell would now 
be organised at an early date. 

B. Reviews of Financial and Accounting Arrangements 

190. In November, 1963 Government laid down the 
revised fonn for submission of quarterly Reviews by the 
Financial Advisers of Public Undertakings and indicated 
that they should reach them by the end of the month fol-

54 
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lowing the close of quarter, after being placed before the 
Board. But if there was no Board meeting, the report 
should be placed before the Board after submission to 
Government. 

191. There have been delays in the submission of these Delaya in 
reports by the Fertiliser Corporation as follows:~ their 

submis-
Period Date of submission Time taken after sion. 

close of quarter 

For quarter ending June, 1963 . 2S-9-1963 About 3 months 

" " September, 1963 23-II-I963 " 2 " 
" " December, 1963. 21-2-1964 " " " 
" ... March, 1964 17-7-1964 " 3. " .. " June, 1964 22-~1964 2f 
" " September. 1964 7-12-11}64 " 21 " -- -.~- ----. --

192. In evidence it was stated that the reports were com-
piled immediately .after the receIpt of statements from the Reason., 
projects at the end of the quarter which was done within a 
month. The Financial Adviser stated that the reviews were 
sometimes sent to Government in anticipation of approval by 
the Board but the latter had since directed that nothing 
should be sent to Government without their having seen it. 
The ~presentative of the Ministry, however, termed this 
direction of the Board .as contrary to Government instruc-
tions referred to above and promised to look into the matter. 

193. Timely reporting is essential/or the efficient work- Com-
ing of any organisation. Without it, serious "schedule slip- mittee'. 
pages" or "cost overruns" might come.to notice only after the observa-
opportunity for corrective action has been lost. The Com- tion; 
trJ.;ttee t,.t that Government would issue suitable instruc-
tions to the Corporation clarifying the position regarding 
timely submission 0/ these reviews without waiting for 
approval 0/ the Board. 

C. Reports submitted to Government 

194. A list of reports and returns which are required to 
be submitted by the Fertiliser ~orporation to Government is 
given in Appendix II. It has been stated that these reports 
enable Government to keep itself infonued about the pro-
811JSs of activities of the Corporation, its expenditure, diffi-
culties, if any, encountered in implementing its programme 
of work and render assistance, where necessary. The returns 
are scrutinised by Government to watch progress .and ensure 
compliance with its orders. 
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195. The representative of the Ministry admitted during 
~vidence that sometimes lot of data was supplied from which 
It was not easy to find out the points requiring action on the 
part of Government. The Corporation and other public 
undertakings had, therefore, been instructed to submit. 
narrative report along with the statistical data and to hip-
light points on which action is required. The Plannmg 
Commission was also stated to be reviewing the form of 
reports with a view to suggesting improvements. 

196. The Committee feel that the reports required to be 
submitted should be meaningful but not too numerous. 
With that end in view they suggest that the Bureau of Public 
Enterprises might examine the number and contents 01 
reports presently submitted by the Public Undertakings to 
Government and the use to which they are put with a view to 
devising suitable form for submission of such reports. 

D. COlt R.ecluction Statements 
197. With a view to securing economy and efficiency ia 

the implementation of Third Five-Year Plan, Government. 
decided in December, 1961 that each Secretary should 
identify sectors of administration in his jurisdiction, which 
required attention from the point of cost reduction, and 
study the same. S1,lch studies were to include aspects relat-
ing to designs, specifications, materials control and utilisa-
tion, methods of workL utilisation of staff, delay in decision 
making and other elements having a bearing on efficiency and 
costs. 

198. In February, 1962, the then Ministry of Commerco 
& Industry decided to undertake a study of the difficulties 
experienced by the Fertiliser Factories at Nangal and Sindrl 
in effecting expeditious off-take of their produ~on and 
requested the Corporation to furnish quarterly reports on tho 
SUbject. Since then, progress reports on the subject continue 
to be furnished to the Ministry. This was a step in the right 
direction. After sometime the problem of accumulation of 
stocks had disappeared. Thereafter to have continued to get 
this report was not necessary and Government could have 
selected some other aspect or activity of the Corporation for 
this purpose. 

E. Reports/R.etunuI mbmitted to CorporatJoa 
<iI. 

199. The General Managers of the Projects/Units .of tho 
Corporation submit periodical reports and returns m ~ 
prescribed forms for the information of the Managmg 
Director. But these are not scrutinised in the head office. 
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DUring their visit to the head office of the Corporation, the 
Committee were informed that these were mostly financial 
statements, which were collated and consolidated by the 
Financial Adviser. The others were for the information of 
Managing Director who reviewed the working .,)f the Units! 
Projects and visited them if any disquieting features were 
noted there. The Managing Director however informed 
the Board of Directors on such matters as he considered 
necessary. 

200. The Committee t:onsider it necessary that a sum-
mary of these reports with a clear analysis of physical pro-
gress, problems encountered and solutions should also be 
placed bejore the Board. 

201. The monthly progress reports submitted by the Formot 
project authorities do not indicate whether the progress of Proerua 
construction is on schedule. They simply state "steel 20% Repor1l. 
~rected" or "buildings 80% complete", etc. The Committee 
/eel that the form of these reports needs revision so as to 
clearly indicate whether the progress of construction is on 
schedule and within Ihe estimated cost. They hope that the 
Bureau of Public Enterprises would look into the mIltler. 

162(Aii)LS-5. 



VI 

ORGANISATION 

A. Orpaisatioa at the Bad Oftice 

202. An organisational chart of the Fertiliser Corpora-
tion is given at Appendix III. At the head office, located in 
New Delhi, the Cb.airman-cum-Managing Director, is 
assisted by a Secretary, a Financial Adviser, a Transporta-
tion Adviser and a Public Relations AdViser. In addition, 
the Chief Training and Education Officer at Sindri works 
under the direct control and supervision of the Managing 
Director. The Senior Purchase Officer, Calcutta and th~ 
Purchase and Liaison Officer, Bombay also work as part of 
the headquarters office. 

203. It has been stated that the head office organisation 
is essentially intended to assist the Managing Director in 
the discharge of his duties as the Chief Executive of the 
Corporation, which are, direction, control, guidance and 
coordination of the operations of the units and projects. 
The sanctioned strength and staff actually employed in the 
headquarters office of the Corporation during each of last 
3 years are given below:-

-----------
1962 1963 30-9-1964 

Department ._- _ ... ---. -- -- .-._--.. _-- -- .. .---,.-.---
SIDC- Actual Sane- Actual Sane- Actual 
tioncd doncd doned 

--- ---------_ .. --_._---,-- .. - - -_ .. - ~ --
Mg. Director', Ofticc 6 6 7 7 7 7 
Secretariat 104 90 92 91 97 96 

Purchase & Liaison 
Section 26 21 16 15 14 14 

Technical Section 16 14 4 3 4 " Personnel Section 29 18 8 8 7 7 

Finance and Accounts 
Department 49 38 34 33 36 33 

Public Relationll Ad-
viser's Department 7 7 , , 7 7 

Transport lit ion Ad-
viser's Department 4 4 , , 5 , 

-.-.- ---.. -- .- ---- .. -
241 198 171 167 171 17 

5& 
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204. The strength of various Departments In the head Job-
office of the Corporation has generally bem brought down 8nal~s1a 
during the last two years. The Committee, however, learn BUI~ 
that no job analysis has been made so far. They recom. ges 
mend that that should be dOM. 

B. Tnmsportation Adviser 
205. As stated earlier. the Corporation employs a Trans- Need. 

portation Adviser (in the scale of Rs. 1600-2000) at tho 
head office. He has a staff of 4 persons in his department. 
The present incumbent is an officer on deputation from the 
North Eastern Railway till January, 1967. The need for 
such an officer was stated to have been felt about two years 
ago when Siodri Unit ran out of essential raw materials, 
viz. gypsum and coal, and Nangal unit had its storage silos 
overfilled with stocks of fertilisers due to movement diffi· 
culties. It was stated that the Transportation Adviser 
assists the Managing Director and the General Managen of 
the Units /Projects in all matters relating to inland trans. 
port and maintains close liaison with the zonal Railways and 
the Railway Board for the purpose. 

206. The Committee note that in addition each Unit! 
Project of the Corporation employs a Transportation 
Officer /Superintendent Transport of sufficiently high status· 
with a complement of staff as indicated below:-

Sindri . 
Nangal 
Namrup 
Gorakhpur 
Trombay 
Korba 

Total staff in the 
Transportation 
Department 

188 
107 

81 
20 

38 
44 

207. The Committee leel that the local transportation 
officer of the Unit/Project concerned should be in a posI-
tion to attend to Its transportation problems and any liaison 
with the Railway Board could be done by the Liaison 
officer of the head office (scale of pay Rs. 1000-1400). 
They feel that the post of the Transportation A dviser which 
was created to tide over a temporary difficulty, should not 
have been continued on a permanent basis. The reasons ----------------- ------_. 

·The scale of pay of Divisional Transportation Officer at Sindri;.il 
RI. 700-1250. 
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advanced lor appointing a Transportation Adviser at the 
head office 01 the Corporation are such which apply equally 
to all multi-unit undertaking,f>. The Committee are not con-
vinced of the need for slIch an officer at the headquarters 0/ 
the Fertiliser Corporation when other industrial undertakings 
like Heavy Engineering Corporation, Hindustan Steel Limit-
ed etc. witlt greater transportation problems fio not have 
such oUicers at their head offices. The Committee, there-
lore, recommend that the post of Transportation Adviser at 
the head of/ice of the Corporation should be abolished. 

208. The Board of Directors of the Corporation have 
recently decided to appoint an Industrial RelatiolJs Adviser 
at its head office. This is again a departure from the usual 
panern lollowed by other public undertakings. It appears 
10 the Committee that guiding principles should be laid down 
lor the organi.~ational set up at head offices of multi-unit 
undertakings. They suggest that the Bureau of Public 
Enterprises migllt make a comparative study of the organi-
sational set lip of the head offices 01 multi-unit undertakings 
in the public sector and private sector/foreign countrie.' 
and lay down a broad pattern for the guidanCt! of Public 
Undertakings which could be varied to .wit the special 
requirements of individual undertakings. 

C. Locadon of Head OIIice 

209. The registered office of the Co~ration is located 
at Delhi. In the initial stages, as the senior officials had to 
maintain constant touch and consultation with the Ministries 
and Departments of the Government, it was considered 
necessary to locate the registered 'office in Delhi. Subse-
quently, on 18th January, 1963, the Government issued a 
directive asking the Corporation to shift its headquarters. 
The Board accordingly decided that the Corporation should 
maintain the official headquarters of Managing Director and 
Financial Adviser and a liaison office at Delhi 
but the registered head office of the Corporation 
should be immediately shifted to Bombay. Government 
later advised the Corporation that it would not be necessary 
to shift the registered ·office to Bombay but it should release 
a minimum accommodation of 7,000 sq. ft. in Delhi. In 
view of Government's decision, the Board on 1st June, 
1963 decided to acquire two acres of land in Delhi or its 
neiJdtbourhood for the construction of an office building as 
well as staff quarters. But no final decision has been taken 
80 far. 
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210. The Committee consider that the location 0/ head Com-
office 0/ each Public Undertaking should be decided after mittee'. 
laking all relevant factors into consideration (its size, num- o.bserva-
ber of units. their location. stage of their execution. etc.) but hOn. 
such a decision should be based on certain broad principles, 
They suggest that the Ministry of Works and Housing should 
10 into this question in consultation with the administrative 
Ministries concerned and lay down broad principles for 
locating the headquarters of Public Undertakings. consistent 
with their efficiency and economy. while keeping in view 
the lIeed for relieving congestion in the capital. In this 
connection they would invite (I reference to the recommenda-
tion contained ill para t 7 of the 50th Report 0/ Estimates 
Committee (3rd Lok Sabha). ' 

211. The Committee trust that the question 0/ location 
01 head office of Ihe Fertiliser Corporation would be re-
tXllmined in the light of the above remarks. 

D. OrgaaiflJatioo at Unit/Project Level 
212. The organisational set up of the operating Units as 

well as Projects under construction varies from project to 
project (Appendix m). For instance, the Sindri Unit 
employs a Commercial Supdtt., while there is no such officer 
at Nanga!. There is a Deputy General Manager at Nanga) 
but none at Sindri. Again there is a Stores Purchase 
Officer at Namrup Project while no other Project employs 
such an officer. 

213. The Commitlt'e realise that the \i::.e of Departments Study 
in a Unit/Project and the stoWs of departmental heads suglested. 
would depe"d on the stage of cunslmction or the scale of 
it ... operation. Neverthele.u. tht'y feel that the organisational 
set up of a Unit / Project should not be decided on ad hoc 
ba,,·;.\', It should be determined after a proper study of the 
nt't'd.'l 0/ each Unit! Project because the abst'nce of proper 
organisal;on and suitable onicers 10 atfend to specific func-
tion ... from the very beginning. e.g .. abst'nct' of Stores Pur-
chase Officer at Gorakhpur. can result in grave irregular;-
tit'.\'. To avoid such a sftuation. the Committee suggest that 
thi" Corporation might swdy the organisational set up of its 
various Units! Projects vis-a-vis their needs and remodel 
it accordingly. While doing so, they might also kup in mind 
the desirabilitv of having common designations for similar 
functions in all the Units/Projects. so as to facilitate inter-
plant transfers. 

214. It was stated that the Commercial Superintendent Com-
at Sindri was appointed as an experimental measure, in merci~l 
pursuance of a directive from Government. The Managing Superm-

tendent. 
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Director of the Corporation, however, saw no particular 
advantage in appointing such an officer. The Secretary of 
the Ministry promised to examine the matter and abolish 
the post, if necessary. The Committee hope that necessary 
action would be taken. 

E. Plalming aad Developmeat Divisioa 

215. Under ~n~t.ructions from Govemm~nt a Planning and 
Development DivIsion, capable of planmng and building 
two major fertiliser production units every year has been 
set up by the Corporation. The Division, which is headed 
by a General Manager, employed 843 persons on 1 st 
January, 1965. The annual expenditure .on their salaries 
and allowances etc. works out to over Rs. 37 lakhs. 

216. The organisation is stated to be well-equipped and 
competently staffed. It was claimed that in the field of 
fertiliser technology there would be nothing beyond their 
competence if they were able to purchase process know-
how for high pressure amlnonia and urea synthesis. 

217. The Division designed medium pressure nitric acid 
plant for Trombay but, beCause of the Project's tie up witb 
the Development Loan Fund, the contract for the Plant had 
to be awarded to an American firm. The organisation IS 
currently handling the detailed designing, engineering and 
procurement of Ammonium Sulphate Plant for the Namrup 
Project, all plant and accessories for the Korba Project and 
all auxiliary plants of the Gorakhpur project. It was, how-
ever, admitted that the Division was not fully occupied. 

218. Jf Pllmning and Development Division in a Corpo-
ralion has a very vital role to play. It is very regrettable that 
having developed such an orMJnisation it is not being use-
fully employed, and the experience and talent which have 
been built are being wasted, leading to frustration among 
the officers concerned. Government should give this matter 
immediate attention. The possibility of its services being 
made available to the private sector on payment of lees 
should be examined. 

219. In the m~antime. to assess the performance 0./ the 
Division. it is essential that it should be run on pur.ely com-
mercial lines and charge the units/projects of the Corpora-
tion for the work undertaken on their behalf. Tts accounts 
should also be published separately in the annual reports of 
lhe Corporation. 



63 

F. Rourkela Fertiliser Plant 

220. When the fertiliser plant at Rourkela was ready, 
the Government decided to entrust its management to the 
Fertiliser Corporation with effect from lst April, 1963 with-
out settling detailed terms and conditions. It has been 
stated that during the period the plant was under the 
management of the Corporation adequate supplies of coke 
oven gas were not released to the fertiliser plant while it 
was being used as fuel in the power plant. The result wa~ 
that the fertiliser p~t could be worked only upto about 
25 to 35% of its capacity. Hindustan Steel also demanded 
the price for the supply of feedstock and utilities at rates 
different from those assumed in the original Project Report. 
As a result the Corporation· suggested that the plant may 
be run by them as agents of Hindustan Steel Ltd. on pay-
ment of a fee or the latter should accept, on transfer of the 
plant, a price lower than its book value. The mat.- was 
referred to the Finance Minister who decided that the pJant 
may be transferred back tQ Hindustan Steel Ud. Thill has 
been done with effect from lst May. 1964. 

221. It is surprising that the management of a public 
sector plant was trans/erred from one underiaking to another 
without settling the terms and conditions of the t,ansf~r. 
This led to disputes, difficulties and loss in production. The 
matter has attracted a good deal of public attention. The 
Committee hope that such a situation wOfl,ld not be allowed 
to recur. 
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222. Under the Articles of Association of the Feniliser 
Corporation. the President may, on the recommendation of 
the Board of Directors, appoint one of the Directors to be 
the Resident Director of the Unit/Division and/or any per-
son ff·be the General Manager of such Unit/Division for 
the conduct and management of the business of each consti-
tuent Unit/Division of tbe Company. Accordingly a Gene-
ral Manager has been appointed for each of the operating 
Units as well as Projects. The Korba and Narnrup Project41 
are. however, headed by a General Project Manager and 
Deputy General Manager respectively. 

223. Four General/Deputy General Managers of the 
Corporation belong to the I. A. S. In evidence it was stated 
tbat conscious efforts were being made by the Corporation 
to develop top managerial personnel for its future needs but 
it was necessary to appoint these officers at the present stage. 
The Secretary of the Ministry was of the view that the in-
cumbents for these posts, whether they belonged to the 
Corporation or. to a serivce, should be officers with proved 
executive ability, resourcefulness and initiative. It was, 
however, the policy of Government to put officers of Ferti-
lizer Corporation incharge of the unil4l, where such officers 
had been thrown up by the Corporation. 

224. As to the qualifications desirable in a General 
Manager for a fertilizer plant, the Managing Director stated 
that managerial ability was a sine-qua-non for a General 
Manager. He must have the quality of leadership and be 
able to hold together a team of men and make them work 
harmoniously. He need not necessarily be a technical mail. 
though it would be an additional qualification. An ideal 
General Manager of a Fertilizer Project should, however. 
have the background and experience in the Corporation. 

S. 
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225. The Committee regret to note that so far no syste- Develop-
malic plan has been prepared by the Fertilizer Corporation mentof 
to recruit, train and develop suitable personnel for top posts Manace-
though one of its units ha..~ been in operation since ] 9S 1. ~al l 
This is vital for the efficient functioning of an expanding ersonne 
industrial undertaking like the Fertilizer Corporation. The ~~!ioo 
appointment of service officials to these top posts in the early . 
. ,tages of an undertaking was understandable bllt it COI/"! 
hardly be justified at present. In view of its expanding 
activities and increasing needs for managerial personnel the 
Corporation should a.rsess in advance its requirements for the 
next five years and take energetic steps to build up a team 
of tol' managers from among\'{ its engineers and adminis-
Irator." to man its flltllre projrct.\'. 

226. The dates of Government clearance to the various (ii) DelaT 
fertilizer projects and appointment of General Managers in . 
therefor are given below:- ApPOmt-

Name of the Project 

Trombly 

Namrup 

Gorakhpur 

Korba. 

. -- ~ --_ .. 

Date of con- Dale of 
,'eiving the pro- Government 

ject Clearance 

June, J9SS J4-4-1959 

J9S4 June. 1960 

Early, 1960 27-10- 1961 

Augu~t, 1962 Not yet 
received 

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

Date of 
appoint-

ment of 
General 

Manager/ 
General 
l'ro;cct 

Manager 

24-8-t962 

llebruary, 
196t 

19-4-1963 

3-5- 11)63 

Thus top managerial appointments at the Trombay, Namrup 
and Gorakhpur projects were made long after these were 

'sanctioned for implementation by Government. During 
evidence, it was stated that though senior officers were 
appointed later on, Junior Project Officers had been 
appointed at these places from the very beginning. 

m~ntin 
new 
projeetL 

227. At tht initial stages, a project is faced with 
numerous difliculties which baffle t'ven the seasoned 
administrators. In order that the General Managers are 
aMI' to ()\'ercome t/rose' difficulties and problem.r SIlCceSS-
ful/y, they should be selecied soon after a project is approved 
ami givt'n the Ilecessary training and orientation. Thi.'i had 
not been done ill the case of service officials appointed 10 
tht'se pm;itions by the Fertilizer Corporation. The Manag-
ing Director of the Corporation agued that it was necesslf'Y. 
The Committee Irust that this would be done in the case of 
future Projt'cts of the Corporation. 
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228. There have been frequent changes in the incum-
bents of the post of the General Manager at Sindri and 
Nangal. Similarly, Trombay Project has had three differ-
ent officers at the head (Chief Executive Officer, General 
Project Manager and General Manager) in the construction 
stage itself. It has been stated that changes in the incum-
bents of the post of the General Manager were administra-
tively necessary and were made having regard to the suitabi-
lity of the persons concerned for the specific job. The 
Managing Director ascribed these changes at Sindri ao~ 
Trombay to the fact that the incumbents had not been suc~ 
cessful. 

229. The efficient working of a Unit/Project depends, to 
a large extent, on the direction and guidance provided by 
the Chief Executive and it normally takes time to acquire 
suf]icienl knowledge of the problems and requirements of a 
Project. Frequent changes of these officers are not, there-
fore, desirable and might prove costly. On these considera-
tions, continuity in top managerial posts is very essential, as 
was agreed to by the representative 0/ the Corporation as well 
as the Ministry. The Committee have earlier suggested the 
development of suitable personnel for these posts. Till such 
time as the Corporation is able to throw up suitable mana-
gerial talent from within the organisation, incumbents 0/ these 
posts should be selected with due care, based inter alia on 
their experience in industrial undertakings. Further a mini-
mum tenure of at least S years should be fixed for the Incum-
bents 0/ these posts. 

230. The General Manager of Gorakhpur Project, who 
was appointed to the post in April 1963, has since been 
reverted to the U.P. State service even before completing 
2 years in the Corporation. The Secretary of the Ministry 
stated during evidence that the officer was due for promotion 
in his cadre and ·therefore wanted higher emoluments for 
continuing at Gorakhpur. They tried hard to retain him 
but did not succeed. The Joint Secretary, Ministry of 
Finance, however, stated thlt the proposal of the Ministry 
of Petroleum and Chemicals in this regard had been agreed 
to by them. In a no~e furnished later on it has been stated 
that the officer who joined as officer on Special Duty in the 
Corporation on 10th September, 1962 was due to retire in 
March, 1963. Subsequent development raising the retire-
ment age from S5 to 58, appeared to have made the service 
in the Corporation un-attractive as his prospects of service in 
his cadre upto 21 st March, 1966 and the chances of promo-
tion therein increased. 
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231. As stated eOl'lier, it takes some time for a person to 
1amiliarise with the working of an undertaking, With his 
transfer, the experience gained or knowledge acquired is lost 
.and the project suffers. The Committee hope that this 
.aspect would be taken into consideration while appointing 
,top officers in future. 

232. The present General Manager of Nanga1 Unit join- (v) Per-
ed the erstwhile Nangal Fertilizers and Chemicals Limited on manent 
2nd December, 1957 as Controller of Administration on Absorp-
deputation from a State Service. Since then he has worked ti~n ot 
in various capacities in the Units /Projects of the Fertilizer sUlt~ble 
Corporation such as Chief Executive Of'icer of Trombay ~~~~~: 
Division, D~puty General Manager, Sindri Unit and Gene-
ral Project Manager of Korba Division. Though it is over 
7 years, when he was first appointed in the Corporation, he 
still continues to be on deputation tenns. Such of the Offi-
cers who have aptitude for industrial management and are 
found suitable for holding managerial posts in undertakings 
should be permanently absorbed. Such an farrangement 
would enable the undertaking concerned to form a nu-
cleus of suitable officers and the officers would also develop 
a sense of loyalty to the undertaking. The Committee hope 
thot this aspect would receive due attenlion, 

B. Staff 
233. The staff employed in the two operating units of (i) Ope-

the Corporation on 31st March, 1964 is given l:>elow: rating 
-_ .•.. ------

Non-technical Technical Total 
---------.----------------
Sindri Unit 

Nanpl Unit 

8103 
(on 29-2-64) 

3429 

234. As against the above, the staff strength for opera-
ting the Trombay Project at rated capacity has been hxed 
at 1803 (428 non-technical and 1375"technical personnel). 
The Sindri Unit employs about 2! times the number of 
personnel employed at Nanga} and over four times of those 
to be engaged at Trombay. 

235. Various Committees (including the Tariff Commis-
sion) have pointed out, from time to time, that the Sindri 
Unit is bpset with excessive manpower. This was even 
admitted by the Minister in a statement made in Parliament 

Units. 
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in 1963. The staff strength at Sindri Units from year to 
year is given below:-

Y~ar No. of persons employed 

1959 8947 
1960 9407 
1961 9688 
1962 9293 
1963 9090 
1964 8429 
1964 ( 30-9-1964 ) 8005 

236. The Managing Director informed the Committee 
that extra staff must have come about in a period of 2 or 3 
years after he left the Sindri Unit :as its GeneraJ Manager 
in 1952. There was no indication in the project report 
regarding manpower requirements and. unless staff require-
ments were assessed on the basis of workstudy, it was diffi-

. cult to determine its reasonableness. The General Manager 
or the Managing Director in those days had a free hand to 
regulate the staff strength in various departments and one of 
the important reasons for overmanning could be a competi-
tion between the Heads of Departments to have more men 
under them. 

237. It transpired that 1400 persons were rccruited1>et-
ween 1957 and 1959 for the expansion units on tbe recom-
mendations of Heads of Departments without an overall 
assessment of staff requirements for the entire factory which 
should normally have been done. The Corporation pro-
posed to transfer some surplus personnel to Gorakhpur Pro-
ject but that was objected to by the U.P. Government. They 
were now considering the possibilities of transferring some 
of the semi-skilled surplus men to other public undertakings 
in Bihar e.g. Heavy Engineering Corporation. The desira-
bility of introducing a scheme for voluntary retirement. 
gratuity scheme, etc. was also being discussed with the 
union but a solution was not yet.in sight. It was stated that 
given some incentive and training 5,000 men would be suffi-
cient for maiming that unit. According to the Financial 
Adviser of the Corporation, the Unit spent about Rs. 6~ 
lakhs to Rs. 1 crore annually on the salaries of surplus 
personnel. 

238. There has been no manpower planning in the 
Sindri Unit from the very beginning. Neither did the Pro-
ject Report indicate the staD requiremenl.ti nor was any 
work study or job evaluOIion done later on to ass.ss it.!; re-
quiremem.vaccurately. That unhealthy competition bt'tween 
the head.\' of the departments to have more and mort' men 
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under them thall was necessary should have resulted in pro-
liferation 0/ staff indicates failure of the top management to 
fix norms of work or relate it to actual needs. What is more, 
about 1,400 persons were recruited for the expansion of the 
unit without an overall assessment of the staff requirements. 
Thus a good opportunity to absorb surplus personnel in the 
expansion of the plant was also lost. It is .<;urprising that 
neither the Board of Director.<; nor the Government took 
note of this problem till 1959. Various Committees and 
-"pecialist firms had subsequently to be appointed to assess 
the work-load and determine the staff strength entailing 
comiderable labour and expenditure but a solution to the 
problem is not yet in sight. 

239. It is well-known that the surplus staO Learjs to 
absenteeism, general laziness. indi.<;cipline and thus vitiates 
i"dustrial relations. It also contributes to rmneces.vary ex-
penditure. In this connection the following observations 
modi' by the Managing Director of the Corporation at the 
10.<;' Annual General Meetillg held on 30,11 September. 1964 
~re {Jertinent:-

''There are however many (other) ills to cure at 
Sindri. and they involve fundamentally solution 
of personnel problems. The Unit is at present 
grossly over-manned, but a feasible way out of 
tbis difficulty is not easy to find. With the 
establishment of additional facilities for produc-
tion of phosphatic fertilizers in the Unit, it 
should be possible to find gainful employment 
for a part of the surplus personnel. Large 
scale transfers of surplus men to new units 
under planning or construction are beset with 
many difficulties. . . For a complete solution of 
the problem. we have, I am afraid, to depend 
on the gradual elimination of the excess staff 
by efflux of time in anticipation of which the 
Corporation's first task is to determine the 
correct strength of staft' required in different 
categories in different branches of Sindri admi-
nistration. . . . . . .. the problem of labour un-
rest in the' unit is to some extent a direct con-
sequence of its overmanning." 

240. As regards Nangal Unit, the Managing Director POIitioD 
stated in evidence. th'-It. if helpers could be eliminated and at NanpL 
the number of clerks could be reduced, even at the cost of 
increasing the number of officers to some extent, the Unit 
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could be managed with 2,400 persons as against the present 
strength of 3,400. It is further noted that Messrs. Per-
sonnel & Productivity Services, which were asked to study 
the workload and manpower requirements of non-technical 
departments of the Nangal Unit in 1962, proposed a staff 
strength of 711. As against this, the permanent set up of 
1082 is proposed by the Unit and 1026 persons were in posi-
tion in February, 1965. The Committee are surprised that 
the recommendations 0/ the specialist firm made in 1962 
have not been fully implementt!d so far. They recommentl 
that every effort .fhould be made to bring down the staff 
strength of the Unit to the level suggested by the Personnel 
& Productivity Services. 

241. It was stated that tho General Manager of Durga-
pur Project had been requested to make a comprehensive 
study of the staff position both at Nangal and Sindri Units 
with the help of one or two senior work study engineers and 
in consultation with the General Managers. The Committee 
would urge that, after the General Manager of Durgapur 
Project has submitted his report, vigorous steps should be 
taken to reduce the existing surplus personnel at the Sindri 
and Nangal Units,' either by trans/erring them to the other 
Projects 0/ the Corporation or securing them suitable employ-
ment in other public undertakings with the assistance of the 
Ministry of Labour & Employment. The possibility of intro-
ducing a suitable scheme for voluntary retirement of surplus 
staff by payment of suitable compensation may also be consi-
. dered. The Committee have no doubt that the Labour 
Unions would cooperate with the Corporation as it would' 
have a salutory effect on the Unit as well as the workers. 

242. The man-hours spent per ton of production at 
Sindri and Nangat Units daring each of the last 3 years. 
are given below:-
_______ '-0 __ • 

.... -----. -----
1961-62 1962-63 1963-64 

Sindri 66 58 59 
Nanga! 

(i) Calcium ammonium nitrate 32 19 15 
(ii) Heavy Water 44 31 

243. It will be seen that though the productivity of 
labour has improved from year to year at Nangal, the poSi-
tion at Sindri has not materially changed during the last 3. 
years. This may perhaps be due to overstaffing. 
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244. Labour and establishment charges constitute an 
important element in the cost of production. It is absolutely 
necessary to keep down the establishment charges to the 
minimum possible. The Committee hope that various sug-
gestions made in th;!; Report e.g. for better utilisation 
of men and materials, proper maintenance of plant and 
equipment and happier industrial relations would lead to 
greater productivity. They trust that the position will be 
cons'antly reviewM with reference to the norms laid down 
for the purpOse and suitable remedial action taken when 
necessary. 

245. The staff requirements of the Projects under cons- ~ii1) Pro-
trudion and persons employed therein on 31st March, 1964 Jects 
are given below:- und .. 

con.truc--
tion. 

Ultimate requirements Bmploy~4 Oft 
31-3-64 --

Trombay 1803 1543 
Namrup 1362 603 
Gorakbpur 2011 302 
Korba 2269 120 

246. The Committee feel that there is 1I#ed lor clos~ Com-
watch on the recruitment of staD from the very beginning. mittee'. 
so that. overmanning does not manifest in the new units. sugges-
With that end in view the Committee would like to suggest tlONl. 

thal:-

(i) the staD strength for various stages of construc-
tion / operation of a project should be carefully 
assessed in the beginning itself and intimated 
to the General Manager; 

(ii) the number of personnel employed should be 
kept slightly below the assessed number: 

(iii) The strength arsessed should in no case be 
exceeded, without prior approval of the Board 
of Directors,' . 

(iv) The Board and Government should also keep 
a cont;nUOll.f watch and periodicaTly examine 
the staD s.'rength of each project w;rh reference 
to the estimated requirements,' and 

(v) eRorts may be made to absorb the surplus stafJ 
In the Units of the Corporation in other public 
undertakings as far as possible. 
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C. Helpen 
247. 'there were 444 helpers at Nangal on 1st Septem-

ber, 1964 for assisting the operators in plant operations for 
heavy rigging gang. for assisting them in heavy mechanical 
jobs etc. Similarly. the Sindri Unit employed 1197 helpers. 
The Trombay Project is, however, experimenting with com-
plete elimination of this category of workers. 

248. rn evidence, it was stated that the country was some-
how wedded to this practice, though some of the helpers 
assisted the operators and were subsequently absorbed in tho 
category of operators. 

249. In this connection the Manpower Committee 
(1961) appointed by the Corporation for Sindri Unit observ-
ed as follows:-

"Tradition has been built up whereby almost aU the 
technicians are provided with a helper or a Maz-
door. Similarl~ all 'cleaning jobs and handling 
jobs are entrusted entirely to mazdoors with the 
resUlt that there is 'a heavy preponderance of 
staff in the lower categories". 

250. The provision 01 helpers lor skilled workers QS tool 
carriers without tJSCertaining the need therefor is not justified 
and is (I wa.rte of manpower. If Trombay project;s able 
to do without these helpers. there is no reason why other pro-
jects cannot do without them. Since the appointment of 
helpers leads to oVermanning and higher cost of production. 
the Committee suggest that their number should be reduced 
to the minimum .. 

251. In this context, the Committee would commend the 
initiative shown by the General Manager of the Trombay 
Project (1964) in assessing the ultimate staB strength in the 
very beginning and successfully eliminating the employment 
of helpers. It happens rarely that the staff strength 01 a 
project as originally fixed at 3,000 is reduced to 1,803. 

D. Overtime 
252. Despite the fact that Sindri and Nangal Units of the 

Corporation are overman ned, the expenditure on overtime 
paid to staff amounted to Rs. 14' 40 lakhs and Rs. 2' 67 lakhs 
respcc:tively during the year 19ti3-64. The General Mana-
ger of the Sindri Unit explained to the Committee durina 
evidence that overtime was necesSitated on the grounds that: 
(i) sometimes skilled personnel did not tum up in particular 
shift and the man on the earlier shift bad to continue in the 
next shift; and (ii) if a maintenance job was to be completed 
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within a specified time, the same skilled worker had to work 
-continuously for 10 to 12 hours. However, instances were 
"Stated to have come to the notice of the management where 
some persons helped their c:>lleagues to get overtime by 
absenting themselves. In this connection the Committee 
note that during the year 1963-64 absenteeism at Sindri and 
Nangal worked out to 28'17% and 12-92% respectively. 

253. The Committee, however, find that overtime is not N~d far 
restricted to skilled personnel only but is paid in all Depart- strlct 
ments including Stores, Personnel Administration, Securi,.;. Control 
Estate, Medical and Transportation Departments. There is 
thus need for reducing absenteeism and exercising strict con-
trol in the payment of overtime and avoidance of malpracti-
ces of the nature referred to above. The Committee hope 
that suitable measures would be taken by the Corporation in 
this behalf. 

E. Categories 01 Staft 
254. It is noted that on 31st March. 1964 there were 88 

categories of technical and 161 categories of non-technical 
posts in the Nangal Unit. Further there were various grades 
()f staff (Grades I. II, III) even in categories like operatives, 
mechanics, fitters, technicians, drivers and helpers both in 
the Nangal and.Sindri Units. The scales of pay in the Nan-
gal Unit had also not been standardised. The position in 
Sindri Unit is also somewhat similar. 

255. During evidence it was admitted that it was not Need for 
desirable to have such a large number of categories of posts. Ration-
Trade and scale classification had to be rationalised and their alisatioa. 
number reduced. The Managing Director agreed to make 
a comparative study of the position in other public under-
taking. The Committee trust that necessary action would 
be taken to put this matter on a proper footing in all the 
pr~iects 0/ the Corporation. 

F. Ratio of Supervison aad Opentives 
256. The Committee were infonned that on 1st January, POlltiOll 

1965, the ratio of supervisory staff to operatives in Sindri at Sinclri 
" Nangal Units was as follows: ~~ 

Supervisors Operatives 
--------.:;:!.,;..-~------~-------

Sindrl 
Nangal 

I 6'9 
I S' 6 (inc1udina 

helpers dep-
loyed on inde-
pendent joba) 
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I 2S7. The supervisory staff at the Nanga' Unit is on the 

high side. The Committee suggest that the number ot 
supervisory stafJ may be reduced as much as possible. 

G. Technical and Non-tedmical Staft =:t- 2S8. The ratio of non-technical to technical staff differs. 
iqUnib. from Unit to Unit as follows:-

Rot_ 
_at 
.... aI. 

-----------
Non-techni- Technical Total Ratio of 

Ul1 (I) to (2) 

Sindri (on 29-2-64) 
Nangal 
Trombay (proposed) 

1 

2695 
1398 
428 

2 

5408 
2031 
137S 

3 4 
1:2 
1:1'45-
1:3'2 

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

259. It would be seen that the ratio of non-technical to 
technical staff is higher at Sindri and Nangal Units as com-
lJared to Trombay Project. Explaining this, the Managing 
Director stated that the fonner were out of the way places. 
A.s such, large housing colonies, including schools, hospitals 
etc. had to be built there and the staff employed on their 
maintenance etc. accounted for the hig~r figure. Further. 
sweeping and other jobs had been let out on contract at 
Trombay which was not the case at Sindri and Nangal. The 
Committee suggest that the position might be reviewed witll 
a view to reducing the number of non-technical stafJ. as wtU 
agreed to by the Managing Director. 

260. The ~ommittee suggest that suitable norms for 
employment of supervisory and operative stafJ and technical 
lIS well as non-technical personnel should be laid down so a8 
to serve as a guide to the managements of future plants. 

H. Joint Mm.gemeat Coaadl 

261. In order to promote cooperation between the wort-
ers and the managements, it has been recommended in tbe 
Third Five-Year Plan that loint Management Councils 
should be set up in as many units as possible in the public· 
as well as private sectors. Such a Council bas not so far 
been. set up at Nangal Unit. In evidence, the Committeo 
were informed that a Joint Management Council would 
immediately be set up there, as and when conditions were 
favourable. 

262,. The Committee understand that a special unit Iuu 
been set up in the Ministry of Labour and Employment t(1 
4JII.rt public undertakings in the setting up of these Councib 
IIIUt. working out the relevant details. They trust that the-



Corporation would take necessary action to organise a Joint 
Management Council at the appropriate time in consultation 
with the Ministry of ~abour and Employment. 

I. Grievance Procedure 
263. Under the Industrial Disputes Act, 1947 the Not 

managements of industrial undertakings are expected to draw intro. 
up, in consultation with their workers, and adopt a mutually duced at 
agreed grievance procedure to deal with day-to-day grievan- N&ngal. 
ces at the level of the undertakings. Such a grievance pr0-
cedure has not been introduced at Nangal Unit so far. The 
Committee were informed that all grievances were settled 
expeditiously at lower levels in consultation with the Union. 
As such, it had not been considered necessary to introduce 
the grievance procedure there. The question of laying down 
such a procedure at the Trombay Project was stated to be 
under consideration. The Committee urge that this statutory 
requirement should be complied with in respect of Nangal 
and any other defaulting unit of the Corporation as early as 
possible. 
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FINANCIAL MATIERS 

A. Resources 
264. The authorised share capital of Fertilizer Corpora-

tion of India is Rs. 75 crores. The total issued and subs-
cribed capital as on 31 st March, 1964 amounted to Rs. 48 'OS 
crores. The borrowings of the Corporation amounted to 
Rs. 35'31 crores, including Rs. 11'41 crores from tho 
Agency for International Development, U.S.A. for the 
Trombay Project. 

B. RatIo betweea EDqairy & Loans 
265. As to the reasons for not following Government .. 

decision to have the equity capital and borrowings in the 
ratio of 1: 1, the Committee were informed that in 1963 
the Board of Directors decided as follows:-

"The Board felt that when the Company's share 
capital stands at Rs. 50 crores, further funds 
should be obtained from Government as loans 
until, at any rate the equity loan ratio becomes 
1 : 1. The Board felt that even thereafter efforts 
should be made to maintain the same 1: 1 ratio 
between share capital and loan." 

The Corporation has since then been largely taking addi-
tional funds in the form of loans as follows:-

(RI. in crores) 

Capital Loans 

31-3-1961 39'63 12'29 
31-3-1962 39'63 22'90 

31-3-1963 42'08 31'4S 
31-3-1964 48'05 35'31 

266. In evidence. the representative of the Ministry 
stated that the ratio of 1: 1 had been adopted as a general 
guide. However. the Fertirtser Corporation was managing 
a number of units, some of which were under construction, 
It was usual in such cases to give a portion of capital in 
the form of equity so as not to burden the units under cons-
truction with a heavy debt liability. TM Committee ho,. 

76 



that the above decision would be kept in view and the co,. 
rect proportion between equity and loans reached before 
lnng. 

C. lD'feICmeDt.outpat Ratio 
267. The table below shows the investment-output ratio Poslti~ 

of the various Units/Projects of the Corporation:- in varlOD . projects. 
(Ra. lakhs) 

Name of tbe Uoit/Projec:t InvC8t- Value of Iovcst- Iove.t-1 
mcnt output ment- ment per 

output tonne of 
ratio Nitrogen 

(Ra.) 

I. Siodri Unit 3,10'7'00 1,604'00 1:0'51 3,500 

2. Nlllgal Unit 3,000'00 1,084'23 1:0'36 3,600 
,. Trombay Project 3,804'09 1>412'40 1:0' 37 2,610 
.. Namrup Project 1,802'97 520'30 1:0'28 3,740 
" Gorakhpur Project 2,656 '97 738'70 1:0'27 2.9P 
'. Korba Project • 3,278'00 918'3° 1:0'28 2,726 

268. It will thus be seen that the investment-output ratio 
varies from 1: 27 at Gorakhpur to 1: 0 ~ 51 at Sindri. 

269, In evidence the representative of the Corporation 
stated that information legarding investment-output ratio 
in similar factories abroad was not available, But cap~ 
investment in India was unavoidably heavy-about 60io 
higher than in U,S,A. or in Europ~ue to:-

(i) Expenditure on freight, insurance and customs; 
(li) Purchase of equipment through engineering firms 

which added substantial margin of profit; 
(li) Establishment of small units; 
(iv) Difficulties in procurement of stores; and 
(v) Substantial outlay on unproductive works such as 

townships, hospitals, schools, etc. 

270. It was, however, stated that the Corporation should 
aim at a ratio of 1 : 0'50, The representative of the Minis-
try stated that according to a recent study made for a new 
project, the ratio in the case of ammonia plant had worked 
out to 1 : 0'90 while it was much lower in the case of other 
plants. Asked whether in approving a Project, the invest-
ment-output ratio was not considered by Government, the 
representative of the Ministry stated that they had been learn-
ing progressively during the last few years. Previously 

• 
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detailed calculations were not made but a stage was reached 
during the last two or three years when all the finer elements 
and tools of analysis were being employed in taking mvest-
ment decisions. 

271. The higher capital investment tnerease$ the co." of 
production and adversely afJects the competitive position of 
an undertaking. The Committee regret that due emphasis 
was not placed by Government to the important aspect of 
;nvestme~t-output ratio before according approval to projects 
from the very beginning. They were surprised to know that 
the Ministry had started considering this aspect only recently. 

272. It is also surprising that although the first fertiliser 
plmu in the public sector was commissioned abo"t 15 years 
ago, comparative position obtaining in foreign countries on 
this important aspect is not available either with the Corpo-
ration or the Government till today. The Committee trust 
that efJorts would now be made to collect such information 
and to carefully examine the ;nvestment-output ratio befo~ 
sanctioning new projects in future. • 

273. While the investment per ton of output has been 
gradually reduced from project to project, efforts may be 
continued to reduce it further so as to bring it on par with 
the position prevailing in foreign countries. 

D. Colt of ProductioD 
Operat- 274. The estimated and actual cost of production at 
inlUniti. Sindrl and Nangal Units are given below:-

(Per tonne) __ ~ ___ ._. _0-_ .. -
Bstlmated Actual Colt 

COlt· 
J961-62 1962-63 1963-64 

Ra, Ra. RI. RI. 
Sindri Unit : 

(a) Ammonium Sulphate 292'00 2.81 '48 299'40 32,·,6 
(b) Urea .7.'00 535'2.2 SIS'07 552'26 
(c) Double Salt 375'00 401'S4 406'26 466 '84 

Ntl1JftU Uni, : 

(a> Calcium Ammonium Ni-
trate 164'50 283'37 ~43'3 4 2.15'29 

(b) Heavy Water (kg). 353'52 489'711 3~3'l) 

.Thcac are ltandard coati In the aaae of Sindri Unit, 
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27 S. As regards the cost of production at Sindri. it hu Re..,. 
been stated that besides increased expenditure towards major for 
repairs to the plants. deterioration in quality of the materials difter-
has resulted in higher consumption ratios per ton of-Ammo- :~c;;t 
Ilium Sulphate than anticipated. . The consumption ratios of 
some of the main raw materials were stated to be as fol-
lows:-

Asper design As tU prlStml 

Coking Coal (tonnes) 0'76 0'895 
Coke (tonnes) 0'486 0'487 
Gypsum (tonnes) 1"50 1·86 

93% purity 78%purity 

276_ Since there is little possibility of reduction in tho 
-cost of production of ammonium sulphate with the use of 
,gypsum at Sindri, it is proposed to change the process of 
manufacture so as to eliminate its use. The cost of pro-
duction of urea and double salt is stated to be higher, as tho 
expansion plants are not capable of a load higher than 60/ 
.6.5 per cent of their full capacity. 

277. It is: hoped that with the change in the procesl4 Eft'ortll 
of production, installation of additional le.an gas producers, to be 
reduction in staD strength, improved maintenance of piant made to 
.and equipment, reduction in inventories and improvement reduce 
in labour relations the cost of production at Sindri will come COlt. 

down substantially. The Committee trust that every eOort 
would be TY'Ade to bring the cost of production to the level 
of standard costs which should also be reviewed from time '0 time. 

278. With the increase in production, the cost of- pro- Po'ition 
-duction at Nanga! has progressively come down. The diIfe- at NaDIa!. 
rence between the estimated and actual cost of production 
of calcium ammonium nitrate per tonne at Nangal has been 
.Itated to be due to the extra expenditure under the follow-
ing heads:-

Electricity 
Bags 
Limestone 
Share of Head 

Office expenses 
Other items' . 

Ra. 
I7'SS 
18'46 
9'41 
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279. As regards heavy water' it has been pointed out 

earlier that the plant is not working to full capacity. The-
Committee trust that with improved maintenance and solu-

. tion of corrosion problem of Electrolysis Plant etc .. the pro-
duction will increase to rated capaci:y, thereby reducing the 
cost of production. They also urge that concerted eOortJ 
should be made to control the coslS, so as to reduce the cost 
of production of calcium ammonium nitrate also. 

280. The cost of production in the various IInits of 1M 
Corporal ion should be periodically reviewed with a ,";ew to-
finding discrepancies and locating areas for eOecting econo-
mies. 

• E. Nomu fOl' Process Costing 

281. The Tariff Commission in its report (1955) had re-
commended that standards or norms should be set for pro-
per process costing at each stage in Sindri. The Commit-
tee were informed that the actual cost of production for a 
qU'irter was compared with the corresponding period of tho 
previous year but the costs of the various processes were not 
compared with the standard costs, as norms of production 
had not yet been laid down. Sindri management had found' 
it difficult to do so due to fluctuations in the quality of coal 
and gypsum which were the main raw materials. 

282. In evidence. it was stated that the norms of produc-
tion had since been laid down for Sindri Unit on the basis of 
Kasturi Rangan's report and actual performance was com-
pared with the standard costs. At Nangal, however, tho-
standards have been worked out of each element of cost of 
calcium ammonium nitrate produced and reasons for varia-
tion, from the standards, if any. are examined. 

283. The Committee cannot help observing than no-
serious attention was given to the important aspect 01 laying 
down norms of production at Sindri for thirteen lon.ft years. 
This should atleast have been done after the TariO Commis-
sion made a speCific recommendation in 1959. The Com-
mittee would urge that such norm.' should be laid down: /Tt 
all future products of the Corporation from the very beginn-
ing. 

F. Retention Pricea 

284. The basis of price fixation for fertili~ers produced 
at Sindri Unit was laid down by the Tariff Commission in 
1959-60 after a detailed examination of the cost of Ammo-
nium Sulphate produced there. Until then the retentioD 
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prices were fixed on purely ad-hoc consideration after dis-
cussion with the parties concerned. The price for Calcium 
Ammonium Nitrate produced at Nangal has also been deter-
mined on the recommendations of the Tariff Commission 
for fertiliser produced at Sindri, which were based on 'cost 
plus basis'. 

285. The following retention prices have been fixed for 
the years 1964-65 to 1966-67:-
Sindri: 
Ammonium Sulphate RI. 316 per M. ton F.O.R. Sindri, 

Double Salt 
Urea 

Nangal : 

RI . .p6 
RI. S83 

Calcium Ammonium Nitrate RI. 256 

Do. 
Do. 

Do. Naya Nangal 

286. The Committee note that the retention prices for 
fertilisers fixed by Government earlier were valid upto" 
March, 1962. The Board of Directors considered the mat-
ter in October, 1962 and approached Government for re-
vision of these prices only in April, 1963, i.e. a year after" 
the earlier prices ceased to be valid. 

287. As to the reasons for delay it was stated that even 
before April, 1963, the Corporation bad written to Govern-
ment. In the meantime provisional prices had been fixed. 
Government, however, took sometime to decide whether 
the matter should be referred to the Tariff Commission, as· 
was done in 1959-60, or some other method might be adop-
ted. Ultimately in December, 1963, the matter was refer-
red to the Chief Cost Accounts Officer of the Government 
of India. 

288. It will be appreciated that any material difference in 
the provisional and final retention prices would lead to consi-
derable accounting difficulties. To avoid them, it is neces-
sary that the question of prices should be referred to Gov-
ernment sufficiently in advance so that the retention price 
is fixed before the validity date of the earlier price p.x(Jires. 
The representative of the Corporation as well as the Minis!ry 
agreed that the matter should have been referred to Govern-
ment sufficiently in advance of the expiry period. The Com-
mittee trust that this aspect would be kept in view in future. 
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O. RaialU of Worldac 

«)perat1n,c 289. The results of working of Sindri and Nangal Uolta 
alDit& during each of the last three years are liven below:-

.(!orpora-
tiOll 
neither 
consuIte4 
nor 
tnfonne4. 

1961-62 196a-63 1961-6.4 

Total Net % Total Net % Total Net ,. 
capital Pro- age capital Pro- age capital Pro- aae 
em- fit em- fit em- fit 
pIa- pia- pJo-
yed, yed, yed, 

(Rs. in crores) 

Sindri . 31'81 0'26 0·8 31'01 0·60 1'9 29'48 0'4:- l'S 
Nanpl . . a8'8s .. 31'a8 0'91 a'9 a9'11 1'8a 6'3 

lTotal assets minus current liabilities, 

290. The net profits of the Nangal Unit are steadily rising 
but the position at Sindri which was commissioned as far 
back as 1951 seems very unsatisfactory especi~ly when it 
'is viewed against a margin of 10% allowed in the retention 
prices for the fertilisers. It has been stipulated in the Third 
Five Year Plan that "the public sector undertakings ought to 
secure adequate return on capital employed .and contri-
bute their full share to the increase in the portion of national 
resources devoted to investment. to In his budget speech 
( 1964-65) the Finance Minister also reiterated this point in 
the following terms:-

"It is of utmost importaDc.e for our economy that 
enterprises in the public sector should not only 
make profits but should give a good dividend 
to the exchequer and yet be able to build up 
resources to finance their own expansion." 

291. The present unsatisfactory position at Sindri must 
obviously be due to many ills from which the Unit /J suf-
fering. The Committee recommend that effective steps be 
taken to rehabilitate the Unit and effect utmost alround eco-
nomy so as to improve its financial position. 

H. CODtributioD 01 Fertiliser CorporaUoa 

292. In reply to a question answered in Lok Sabha In 
~ 962, the Minister of Planning had stated that a contribu-
tion'" of Rs. 33 crores was expected from the fertiliser fac-
tories during the period of Third Five Year Plan. The Cor-

eT¥s. according to tbe Third Plan, does nr t rtpres~Dt menly net 
profits; It also includes net accretions to depreciations re8~rve fund and 
other, ~nda of the el!terprile, the alSumption bema that these funds wil J 
be utlbsed for financing the expansion proaramme, 
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1K)ration, however, intimated to the Committee that they 
'bad not Rrepared any such estimate nor had they been in-
formed about it at any stage. Admitting that the position 

-was not satisfactory the representative of the Ministry stated, 
in evidence, that he had to ascertain the figure from the 

,Planning Commission. 

293. The Corporation, however, informed the Commit-
tee that the total resources expected to be generated by their 
production units over the Third Plan period are expected to 
be of the order of Rs. 41.32 crores (inc:luding depreciation 
charges of Rs. 25.95 crores) after payment of interest 
of Rs. 5.16 crores on loans from the Government. These 
resources are being utilised for the development of new 
projects and expansion schemes. 

'. 

294. The Committee cannot help observing that the posi- Com-
tion is highly unsati.~actory. It was expected of the ad- mittee'. 
ministrative Ministry to intimate the Corporation of the sur- Obiem-
pluses expected of it which should also ordinarily have been tion. 
determined in consultation with it. It is surprising that nei-
ther estimates of surpluses were prepared in consultation 
with the Corporation nor were they communicated to them 
till the Committee enquired about it. What is more sur-
prising is that even the representatiVe of the Ministry was 
not aware of itant:f'1uld to ascertain the position from the 
Planning Commission. . 

295. The Committee recommend that Government should Perform-
now sllldy the performance of the Fertiliser Corporation from ance to 
time to time with reference to the contributions expected 01 be 
J·t. It would be desirable if the targets fixed and the actual ~tu~ 
performance in this regard are also indicated in the annual ~=t 
.reports of the Corporation, e . 
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IX 

TOWNSIDPS 

A. Cost 

296. The Fertiliser Corporation has built or ~roposes­
to build townships for its employees at each Unit; Project. 
The total cost of these townships is stated to be as follows: 

(Rs. crores) 

Name of Unit/Project Total cost Total invest- % age of 
of township ment on the (1) to (2) 

Unit! 
Project 

• 
(I). (2) (3) 

Sindri Unit 5·76 45·49 12·6 
Nanga! Unit 3·75 31.20 12·0 
Trombay Project . 2·61 33·40- 8·0 
Gorakhpur Project 2·00- 26·57- 7·' 
Namrup Project I·SS- IS·03- 9·13' 
KorbaProj~ 1·40- 30 .48- 4·58 

-Estimated. 

297. It will be seen that the cost of townships varies: 
from 4·58 per cent of the total outlay on .Korba Project 
to 12.6 per cent at Sindri Unit. In evidence, the represen-
tative of the Corporation admitted that the townshlp al 
Sindri had been built on a very liberal scale. It was also 
stated that, except in unUsual circumstances, the cost of 
township should nonnally be restricted to 7-1- per cent of 
the total cost of a project. 

298. Since the investment on a township and the cost of 
maintaining it add considerably to the overheads of a project, 
the Committee feel that Government should consider the 
desirability of laying down an upper limit on the expendi-
ture that could be incurred by a public undertaking on tM 
construction of a township. 

at 
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B. Land UtiIisatioD 

299. It is noted that land utilisation on construction of Lavish 
'townships in the projects of the Corporation has been on a Scale. 
lavish scale as follows:-

Place Total area of Total No. of Average no. of 
township houses built or dwelling units in 
(acres) proposed to be an acre 

built 

(I) (2) (3) (4) 

'Sindri 5408 5502 I 
Nanga! 1989 2254 1'1 
Namrup 417 900 2'1 
. Gorakhpur 350 1082 3 
Trombay 288 1748 6 

. 300. In evidence it was stated that as land was cheap at 
Sindri, there was one dwelling unit in an acre of land. But 
under the present conditions, there should be a norm of ~ 

·to 7 dwelling units per acre of bod, The Committee trust 
.that this would be kept in view while planning township, In 
future projects of the Corporation. 

C. RoWleS BuDt 
301. The number of houses built in each township of (I) Num.-

'the Corporation is given below:- oorof 
housee 

------------------------------------------- buil~ 
Nam~ of Unit! No of houses Total staff %age of 

Project built strength (1) to (2) 

(I) 

Sindri Unit 5502 
Nangal Unit 2254 
Trombay Project 1748 
'Gorakhpur Project 1082 
Namrup Proje .. t 900 

(2) 

8103 
3429 
1803 
2000 
1362 

67'9 
65'7 
96'9 
54'1 
66'07 

302. While only 54.1 % of staff at Gorakhpur is propos- Layin, 
ed to be provided with residential accommodation, the down of 
Jownship at Trombay would accommodate nearly 97% 01 criteria 
the staff. It would thus appear tllat the siz.e of townships 8Ug-

'4nd the percentage of staff to be provided with housing gerted . 
..accommodation has in each case been decided on ad hoc 
.considerations and no definite principles seem to have bem 
followed. The Committee need hardly mention that tM 
.size of a township should be based on considerations lib 
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location of a project, availability of housing facilities In the-
neighbourhood etc. They would recommend that Govern-
ment should lay down some broad criteria on the basis of 
which requirements of residential accommodation in a pro-
ject may be determined by each industrial undertaking i" 
the public sec~or. 

303. Although it was proposed to provide residential 
accommodation to about 50 to 70% of the staff at Trombay, 
the staff requirements had initially been put at 3,000. 
Later on, when an assessment of the ultimate staff strength 
was made (1,803 persons) the number of houses built 
turned out to be on the high side. As stated in paragraph 
304, over 400 houses are lying vacant. The Committee 
trust that staD strength for each project would in future be 
determined in advance and the total number of houses/flats 
to be built decided on the basis of criteria laid down by 
Government. 

(U) House! 304. The Committee find that a large number of houses 
=~at have been lying vacant in Nangal and Trombay Townships 
and Y of the Corporation as follows:-
Walllal Number of houses 

Project Date vacant 

Nanga! IS-I0-62 376t 
1-4-63 254 
1-4-64 67 

Trombay 31- 10-64 404 

30S. The Nangal Unit is stated to have suffered a loss 
of rent amounting to Rs. 30,OOO--Rs. 35,000 from Decem-
ber 1962 to March 1964. 

306. At the rate of Rs. 5,000 per house the cost of 
vacant houses would work out to about Rs. 23.55 Iubs. 
The vacant houses at Trombay Project were stated to hav,,-
been reserved for operational staff who would be recruited 
when the factory went into production. -

307. The above facts would indicate the need for cons-
truction of townships by the Public Undertakings according-
to a phast!d programme reltzted to the actual requirement' 
from time to time, so as to avoid blocking up of excessive 
capital and also reduce maintenance expenditure. TM' 
Committee trust that 'he Corporation would keep this in 
mind while putting up townships in Its future projects. 



8'7 

D. lDdustrial Rousing Scheme 
308. In this connection the Committee note that the Advant-

UnitslProjects of the Fertiliser Corporation have not taken :g: no: 
full advantage of the industrial housing schemes of. the t~e ~or~ 
State Governments. Some of the progressive concerns m the poratiol4. 
private sector have mainly depended on the State Govern-
ments to provide housing accommodation to their industrial 
employees under the above scheme and have themselves bui!t 
only the minimum number of houses near the factories for 
their operating staff. Such an arrangement is not only 
cheaper but also absolves them of the additional responsibi-
lity of administering the township. As a result, the mana· 
gement can devote more attention to problems relating to 
production. In evidence it was agreed that it should be 
possible for the Public Undertakings to indent on the hous· 
ing schemes of the State Governments. The Committee 
therefore recommend that before sanctioning the construe· 
tion of a township by a public sector undertaking, Govern-
ment should see if it is not possible for the Undertaking con-
cerned to take advantage of the industrial housing scheme 01 
the State Government concerned, so as to reduce iu liability. 

E. Subsidy 

309. The Committee find that not all Units/Projects ot 
the Corporation have taken advantage of the financial 
assistance and subsidy available to industrial employers 
under the subsidised industrial housing scheme. The sub-
sidy received by Sindri and Nangal Unit is also not upto 
the scale laid down, a~ould be seen from the following 
table:-

Slndri Unit 
Nanga! Unit 

Subsidy received Total cost of Town-
ship 

Rs. S· 76 crores 
Rs.3·75 u 

310. This was attributed to the fact that a large portion 
of Sindri Township had been built before the introduction 
of the scheme. Maxim~ subsidy was stated to have been 
aecured for Nanga! township, subject to the limitations of 
the scheme. No subsidy had, however, been received for 
the Trombay project. The Corporation had approached 
Maharashtra Government but due to paucIty of funds; tho 
assistance was not made available. It was, however, ·admit-
ted during evidence that the Corporation had not pursued 
the matter vigorously. 

Not 
availed 
of in aU 
projeetl.. 
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-cor.tinu-
enceto be 
-examined. 

88 

311. Since the Fertiliser Corporation WQ.f able to get aU 
the money required for putting up townships from the Cen-
tral Government itself without any difJiculty, they did not 
fully explore the possibilities of getting financial assistance 
and subsidy from the State Governments. The Committee 
urge that energetic steps should now be taken to secure iM 
assistance available under this scheme. 

F. Hostels 

312. The Corporation has set up six hostels (two each at 
Sindri and Nangal and one each at Trombay and Namrup 
Project) at a total cost of Rs. 31. 63 lakhs. It is also pro-
posed to construct an apprentice hostel at Gorakhpur pro-
ject at a cost of Rs. 5.11 lakhs. 

313. Out of two hostels at Sindri, one has since been con .. 
verted into residential fiats. One hostel at Nangal has also 
been converted into Graduate Apprentices Hostel. Tho 
second hostel at Nangal and the N.lmrup Hostel are not 
fully utilised, their present monthly occupancy ratio being 
only 22.5% and 26% respectively. 

314. The Commi:tee suggest that in view of the lowoccu-
pancy 01 these hostels, the Med for their continuance tU 
such may be examined. They also feel that instead of put-
'ing up large hostels to meet the temporary requir~mentJ 
during the construction stage -of a project, the desirability 01 
utilising a few residentiol flats for "is purpose may be con-
sidered. ...., .. ~ 

G. Other SuggesdODI 
315. (i) At Namrup Project, the Corporation is recover-

ing rent for houses allotted to em"loyeev at 5 % in ordt!r to 
at:ract suitable personnel. The Committ!'e understand that 
;n addition to concessional rent, the employees are also paid 
project allowance on the scale laid down by Govl'rnment. 
The de.rirabiUty of charging concen/onal rent In addition to 
the project allowance may be considered. 

(ii) The occupancy ratio in some of the guest houses 01 
the Corporation (i.e. at Peddar Road, Bombay) is low. 
With a view to minimising avoidable expenditure, tM desira-
bility of closing dow" guest houses with low occupancy 
ratio, whether rented or owned by tM Corporation, may be 
examined. 



X 
MISCELLANEOUS 

A. Distribution of Fertilisen 
316. The sale and distribution of all nitrogenous fertilis- Present' 

ers, whether produced in the country or imported from arrance-
.abroad, are managed by the Central Fertiliser Pool-a de- ment. 
partmental agency under the Ministry of Food and Agricul-
ture which is responsible for coordinating the requirements 
of fertilisers for various States. The Corporatjon is advised 
by the Central Fertiliser Pool of the annual allocation of fer-
tilisers to the various States, who iss~e despatch instructions 
every quarter to the production units at Sindri and Nangal 
for despatching the fertilisers to the various consignees in the 
States. Despatches are .'Ilso made by the fertiliser fac-
tories to plantations, on the basis of their indents and a11o-
i:atinns to them by the Pool. The retail Orstrih'J:i,m to far-
mers is controlled by State Government.;: gC:lerally through 
the medium of Cooperative Societies. The State Govern-
ments are also required to take such measures as may be 
'necessary to propagate the use of fertilisers by holding 
demonstrations and setting up model fanns. 

317. It was stated that the State Governments had failed Views ot 
to undertake detailed soil investigations to dssess the types the ~r­
of fertilisers required for various soils, to educate the fann- po~;n_ 
.ers in the use of fertilisers and to set up a business-like dis- i:ry 0:' 
tribution system. It was further stated thjl.t the indigenous Food • 
production of fertilisers, at present, fell far short of the de- Agricul-
mand but when, in the next few years, t~ fertiliser units, ture. 
initiated during the Third Five-Year Plan, progressively 
went into production, the Ileed for organising an efficient 
system of distribution would become necessary. The Cor-
poration, therefore, suggested that it should be assigned com-
plete responsibility for marketing all products of its differ-
ent units. The Ministry of Food and Agriculture has, how-
.ever, stated that it is not conducive to increasing the eon-
sumption of fertiliser", no,; long as indigenous production is 
'inadequate to meet the demand and large imports have to 
be arranged with a price differential, as it will lead to in-
,equitable distribution at varying prices in different parts of 
1he country, to the disadvantage of both the producers and 
the consumers. A Committee has recently been set up to 
,enquire into the present arrangements for distribution. 
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318. In evidence it was stated that considerable money 
had accumulated in the fertiliser pool in the process of buying 
and selling of fertilisers but no efforts had been made 
to educate the farmers and to popularise the fertilisers. 
The Corporation could undertake the responsibility of estab-
lishing a subsidiary company for popularising fertilisers and 
marketing the produce of their units, if they were permitted 
to charge some extQl money per ton of production. The Cor-
poration would, however, make use of the existing ex~n­
sion agencies in the field" of distribution (e.g. State Govern-
ments, ,cooperative societies, Central Warehousing Corpora-
tion) and their efforts would be supplemental. The repre-
sentative of the Ministry alsO' stated that production units 
must be increasingly associated with the responsibility of 
promotion and distribution of fertilisers. 

319. The Fertiliser Distribution Enquiry Committ~ 
( 1960), which examined the existing distribution arrange-
ments, had suggested the setting up of a Central Fertiliser 
Marketing Corporation to undertake the functions perform-
ed by the Pool. Various bodies have since then point6d out 
that the existing distrjbution system is not conducive to the 
rapid expansion of consumption of rertilisers by the farmeD 
and that such responsibility should rest with the factories 
themselves. The Committee regret to note that ·no action has 
been taken on the positive recommendation for the setting 
up of a Central Fertiliser Marketing Corporation, which was-
made four years ago. Instead another Committee with. 
more or less, similar term.'; of reference has again been set 
up to examine the matter de novo. The Committee need 
hardly stress the urgency of organising an efficient system of 
distributhn of fertilisers, particularly when a number of new 
fertiliser factories are being set up in the near fufllrc. They 
trust that' immediate s:eps would be taken on the recom-
mendation of the Enquiry Committee to organise a suitable 
system of distribution of fertilisers, in consultation with the 
concerned parties. 

" B. Fabrication of Plant and Equipment 

320. The Fertiliser Production Committee had in ] 955 
suggested that steps be taken to eliminate or at least reduce 
dependance on foreign countries in respect of fabri-
cation facilities. The Committee were informed 
that the Fertiliser Corporation had submitted to appropriate 
authorities in Government, ahout three years ago, the Jist 
of instrument", compres'iors and pumps required for the 
fertiliser industry in the years to come aIH} the Ministry 
of Industry and Supply had been considering proposals for 
installation of a fabrication shop of 5.000 tonne" annual 
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capacity. The Fertilisers and Chemicals Travancore Ltd., 
were also setting up a fabric.1tion shop. The Committee, 
however, note that a large part of the equipment for the 
various fertiliser projects is still being imported as would 
be seen from the following table:-

(Ra. in lakhs) 

·rrombay Project (Fertiliser Plant) 
Trombay Plant (Methanol Plant) 
Gorakhpur Project 

Namrup Project 

Korba Project 

Indian 

28':29 
16·20 

124'70 

45°·90 

Foreign 

1211' 18 
227. 02 

1031.20 

457'81 

1027'10 

321. In evidence the r~presentative of the Ministry stated 
that no action was taken on the recommendation of Fertiliser 
Production Committee. It was, however, admitted that 
fabrication facilities were still inadequate in the country. 
particularly in regard to heavy vessels, high pressure pumps, 
compressors etc. A Working Group was stated to have 
been appointed to study the position in cOOJ~ection with the 
fonnut&tion of the Fourth Five-Year Plan. The Committee 
were subsequently informed that a fabrication plant with 
an initial capacity of 10,700 tonnes per annum was expected 
to be put up on a priority basis in the Fourth Plan. 

322. The progress of the fertiliser industry is closely link-
-ed up with the availability of fabrication facilities within the 
country, particularly in view of the foreign exchange 
difficulty anti the high cost of imported . equipment. The 
Committee trust that fabrication capacity for the fertiliser 
itl.hurry would be established at an early date. 

C. Standardisation of Plants 

323. In view of the proposal to put up more fertiliser 
plants in the near future. the Committee enquired whether 
lIufficient attention had been paid to the standardisation of 
plants so as to reduce their capital cost, facilitate availability 
of spares. enable quick implementation of projects, training 
of personnel, maintenance etc. They were informed that 
there was scope for standardisation in certain sections of 
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fet:tiliser plant and the Planning and Development Division 
of the Corporation had been examining this aspect. The 
Committee trust that a detailed study will be made with a 
view to evolve standard designs and specifications for equip. 
ment /or .. the new fertiliser plants. 

D. Spare Parts 

324. The Committee were informed that the manufac-
ture of spare parts was being done in a small way. The 
Nangal Unit manufactured spares of the value of Rs. 3' 10 
lakhs t'ill March, 1964. Their large-scale manufacture 
could not ordinarily precede the fabrication of equipment 
itself. Further, basic raw materials, like stainless steel, or 
heavy pressure items, were not available. Therefore, with 
the development of fabrication facilities in the country, the 
manufacture of spare parts would also progress. It. how-
ever, transpired that the Ministry of Petroleum and Chemi· 
cals had not approached the Heavy Engineering Corporation 
regarding production of spare parts. 

325. Very little attention has been paid so far to the 
manufacture of spare parts in the country which are so 
essential for the maintenance of any fertiliser plant. The 
Committee feel that with the present progress in engineering 
and steel industries, it should be possible to produce a large 
percentage of spare parts within the country. They trust 
that the Corporation will maintain close co-ordinat;on with . 
the fabricators in the country, and encourage them to meet 
the requirements of the various factories increasingly. 

E. AncUIary Industries 

326. The C..ommittee were informed that it had not been 
possible to develop any ancillary industry in the areas conti-
guous to production units except cement industry in Sindri. 
An attempt was being made in Trombay to further process 
by-products of the fertiliser factory/Methanol factory; such 
as higher alcohol, carbon pallets, carbon dioxide, etc. The 
representative of the Ministry stated during evidence that the 
scope for developing ancillaries might not be very large, ac; 
only specialised industries could be set up round about 
fertiliser factories, but it was the policy of Government to 
afford all facilities for the purpose. The Commiltee urge 
the Corporation and its Un;t" to play more positive role in 
the setting up of ancillary industries. 
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F. Railway SldlRg 
327. It has been represented to the Committee that the 

principles· laid down by Railways for providing facilities of 
railway siding result in increasing the capital cost of indus-
trial establishments. The cost of such facilities was stated 
to be Rs. 112 lakhs at Sindri Unit and Rs. 42 lakhs in 
Nangal Unit; it is estimated to be Rs. 34.00 lakhs in Trom-
bay, Rs. 25 lakhs at Namrup and 37.40 lakhs at Gorakhpur. 

328. With a view to keeping the capital cost of new 
industries as low as possible,.it has been suggested that the 
industrial undertakings concerned might bear the entire 
expenditure in respect of railway siding within the factory 
premises but the cost of work outside the factory should be 
borne by railways, subject, if necessary, to the applicant 
undertaking offering a minimum traffic as may be stipulated 
by and mutually agreed with the Railw~ys. Should the 
undertaking, however, fail to honour the commitment, a 
penal charge per engine/wagon hour may be levied. 

329. Since any change in the present arrangement is 
likely to have far reaching repercussions on the railways and 
all the industrial undertakings the Committee suggest tlull 
the matter might be thoroughly examined by the Ministry of 
Railways in consulta:ion with the Ministry of Finance to see 
if a change in. the present position is called for in view 0/ 
the difficulties referred to above. 

G. Renting of Locomotives 

330. Besides four locomotives owned by Sindri Unit, 
they have hired two engines from Eastern Railway for 
shunting the wagons between the Marshalling Yard and the 

·Out side tbe:! applicant's premises. the cost of work which 
would have ~o be abando~ed in t~e event of the siding being closed, e.g., 
earthwork bridges (exclusJoVe of girders). eulvcrts, ballest. buildings etc. to 
be borne by the private party. in addition to the cost of land, 

(ii) Outside the applicant's Premises, the cost of works which would be 
l"emoved by the railway adminic;tration in the eve!lt of the sidmg being 
closed e,g., sleepers, fastenings. points and crossing, girdel' work of brid~8. 
fencing. signalling and interlocking appliances and machinery of any kmd 
would be borne by the railway administration, 

(iii) the overhead el:cctric traction equip'ment whether on railway land 
or on private land to be paid for by the railway Further exchange yard 
facilioties are also provided and the questior. of {ncidenC'e of cost on these 
works is decided on the basis of the merits of each case. 



factory. The hire charges for these engines amounted to 
Rs. 17: 68 lakhs during the last 3 years. In evidence it was 
stated that it was cheaper to purchase the locomotives and 
steps were being tpken to purchase more of them. 

331. From the relative economic of hiring the engines 
·and their purchase as worked out by the Sindri Unit, it is 
noted that if 3 HGS Class of locomotives (second-class) are 
available in good condition, the expenditure will come down 
considerably and in any case the purchase involving capital 
outlay will yield a net return of not less than 36 per cent. 
The Committee trust that the required number of locomotives 
will be purchased for Sindri. 

H. InstaU.ation of Tippler 
332. The Railways indicated to the Sindri Unit early in 

1962 that their movement of coal would in future be in box 
wagons only, instead of the four-wheeler wagons. In April, 
1963, the Corporation indicated to the Railway Board that 
facilities for unloading box wagons would be developed 
within 16 to 18 months. However, a wagon tippler has not 
so far been installed for the purpose. 

"Reasons 333. The Committee were informed that the difficulties 
for delay. in the proposed change over had been explained to the rail-

way authorities· who had been requested to continue suppli~ 
in standard four-wheeler wagons. However. nearly 50 per 
cent. of coal requirements of coke oven had been coming in 
box wagons. These wagons involved JIl3.nual unloading and 
consequently there was considerable' delay in release of these 
wagons, involving heavy demurrage charges. The amount 
of extra annual expenditure involved in unloading was 
Rs. 96;764' 50 in 1963-64 and the demurrage payable during 
the year anlounted to Rs. 3'58 lakhs. Last year, estimates 
for the installation of a box wagon tippler had been pre-
pared and the Board had approved its installation at an 
estimated cost of Rs.· 20 lakhs. In the meantime, Railways 
once again started sending coal in the four-wheeler wagons. 
It was, therefore . considered necessary to get a definite 
indication from the railways as to their future mode of 
transport of raw materials to Sindri. Besides this question 
had also been linked up with the proposed change in the 
production process at Sindri. 

Com- 334. The Committee regret to observe' that a final 
mittee's decision to instal a tippler has not been taken so far. In the 
{)bserva- meantime the Unit continues to face difficulties in the un-
tion. loading of raw materials, which affect production and 
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involve additional expenditure on manual unloading, be.side, 
payment of demurrage to the Railways. The matter has now 
been linked up with the proposed change in the process of 
production which is likely to take time in materiaLising. 
The Committee urge that immediate action should now be 
taken in consultation with the Ministry of Railways to 
minimise delays in unloading and reduce unnecessary 
expenditure. 

I. Vehicles 

335. On 31st March, 1963 the Fertiliser Corporation Need for' 
had 173 staff cars and other vehicles in its various Units/ econom,..-
Projects and spent about Rs. 11 lakhs on their running and and 
maintenance alone during the year 1962-63. Out of these, laying 
there were 7 staff cars in .the Head Office of the Corporation. down ot 
The Financial Adviser informed the Committee that the norms 
matter was being examined and it was-proposed to wit~draw sug;ed. 
some of the vehicles used during construction stage insofar ges • 
as Trombay Project was concerned. The representative of 
the Ministry also agreed during evidence that there wa. 
scope ~or reduction in the number of vehicles in the various 
projects. The Committee trust that a rev;ew of the require-
ments would urgently be made for effecting economy in the 
case of staff cars, vehicles, etc. It will also be desirable to 
lay down suitable norms based inter alia on the number of 
officers in a project, volume of work, distance from the 
nearest city, etc., for the guidance of managements of future 
projects of the Corporation. 

J. Crash Programme 
336. For setting up an additional capacity for fertilisers, Feasi-

Messrs. Becbtel Corporation of USA were authorised in bility 
September, 1964 to undertake feasibility study for establish- study., 
ment of fertiliser factories with total capacity of I million 
tonnes of nitrogen. 50 per cent. of the c::J'.t of the study 
($250.000 as a target figure and $400,000 as an overall 
maximum appropriation) was to be shared by Govemment 
in Indian rupees. 

337. In evidence it was stated that it was mainly for the 
pUl-po~e of getting foreign exchange and know-how that the 
Amencan firm had ben engaged. Otherwise the feasibility 
sludy could be undertaken by the Fertiliser Corporation. As 
to. the metho~ of selecting Bechtel Corporation. the" Com-
ml.tt?c were mformed that their. representatives saw some 
MInisters and offered to provIde foreign exchange for 
Fertiliser Plant" which were capital intensive. 
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338. The Commit:ee understand that Be-chte1 Corpora-

tion has submitted a feasibility report which is under Gov-
.ernment's comiieration. The Committee understand that 
some other firms have also evinced interest in putting up 
fertiliser factories in the country. They have no doubt 'hut 
during further negotiations with Bechtel Corporation or other 
firms which have shown interest Government would try to 
get the best possible terms. All the same they would urge 
that the final arrangement should be so devised as to seCUfe 
full association of Indian technical personnel at every stage 
of the work as also full utilisation and maximum develop-
ment of whatever construction and fabrication facilities exi5t 
in the country. 

K. Position of Fertiliser lncIustry in other countries 

339. To emble the Committee to compare the perform-
ance of various units of the Fertiliser Corporation with 
similar factories abroad, comparative information on the 
following points was called for:-

(i) the time taken for commencement of production 
after entering into contracts; 

(ii) estimated cost of a similar factory; 
(iii) no. of persons employed in a factory of similar 

size and magnitude; 
(iv) time taKen to attain the rated capacity; 
(v) cost of production item-wise; and 
(vi) average profitability in this' industry including 

.the input-output ratio. 

340. The Corporation stated that the above information 
in respect of fertiliser factories in foreign countries was not 
available. In evidence, it was stated that it was difficult to 
.get exact information even through the officers deputed for 
study abroad or from an analysis of their balance sheets and 
profit and loss accounts. 

341. The Committee consider it absolutely essenllal for 
a progressive industrial undertaking to have an intimate 
knowledge of the working of simllar undertakings abroad. 
This is particularly so in the .present day competitive condi-
tions when other countries are making rapid technolo~ical 
and other improvements. The Committee feel that Gov(!rn-
ment should have atleast obtained such basic data from 
foreign experts/firms enaged to study the fertiliser Industry 
from time to time. They trust that the Corporation will now 

-take necessary steps to keep in touch with the worki11g of 
-fertiliser factories in industrially advanced countries. 
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CONCLUSION 

342. The foregoing Chapters have revealed a number of 
difficulties and shortcomings that were expetienced by the 
Fertiliser Corporation in the Operating units and in the plan-
ning and execution of new projects. The measures tpat a!e 
now necessary to improve the position have been inClicated 
by the Committee at al'Propriate places in this Report. 

343. The Committee find the Sindri Unit in a difficult 
situation. On the one hand, it is faced with the problem 
of obtaining raw materials of tnt right quality, e.g. gypsum 
and coal, and lack of standby equipment for certain plants. 
On the other, the Unit is beset with excessive manpower, 
surplus inventories and ~appy indu$1rial rel~tions. All 
these have affected production, its cost and consequently the 
profitability.,· Even though the position has not been satis-
factory since 1959, no serious :attempt has been successfully 
made to improve the position'. It is now estimated that, in 
order to rehabilitate the unit, an additional investment of 
Re;, t 5'1] crores wiJI be required. 

344. The Nanga] Unit is also overstaffed and has not yet 
been able to reach its rated capacity, <!~e largely to the 
absence of proper maintenance of plant and equipment. 

345. As regards projects under construction, some of the 
important defects noticed in their planning and execution 
are indicated below; 

(i) inadequate planDing, includinl non-preparation 
of detailed project report; . 

(ii) difficulties encountered in the selection of sites, 
acqUisition of land, etc.; 

(ill) delays.in finalisation of arrangements for basic 
needs like water, power, etc.; 

(iv) delays in deciding the pattern of production and 
su~equent cbanges in the scope of project 
dunng the stage of execution; 

(v) delays in CommisSiOning of proj~ts; and 

( vi ) revision in estimates of cost. 

97 
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346. It was expected of the Fertiliser Corporation that with 
its past experience in establishing fertiliser plants at Sindr; and 
Nangal. it would avoid some of the mistakes that have been 
committed in its later projects. This has not been so largely 
due to the fact that the Corporation did not develop adequate 
managerial talent. Service officials with little experience of 
indus,;;al projects were entrusted with the implementation of 
these projects. There were also frequent changes in the 
incumbency of these top posts, even during construction. 
I t is time that the Corporation applied itself to the proper 
planning of projects and ensured that they ar~ executed with 
the utmost speed and economy so as to avoid imports of 
fertilisers which have been a drain on our foreign exchange 
resources. 

347. It appears that the Ministry was also not adequately 
equipped to scrutinise the schemes and proposals of the 
Corporation and to keep a continuous watch on its perform-
ance. It is also surprising that although the Ministry direct-
ed the Corporation to organise a Planning and Development 
Division at an enormous cost-the expenditure on salaries 
and allowances of Planning and Development Division alone 
amounts to Rs. 37 lakhs per annum-they have not taken 
steps to ensure that it is put to proper use with the result 
that the Division is languishing. The Committee hope that 
the Ministry would now play an eDective role to ensure that 
the working of the Corporation is placed on a proper footing. 

348. In the earlier Chapters, the Committee have sug-
gested various matters for examination by . the Bureau of 
Public Enterprises. They would like to be informed in due 
course of the action taken by the BlIreau. 

PANAMPILLI GOVINDA MENON, 
Chairman. 

NEW DELHI; 

April 20, 1965. 
Chaitra 30,- 1887 (5). 

Committee on Public Undertakings. 



APPENDIX I 

(Vide Paragraph 174) 

List of Directors of the Fertilizer Corporation of India Limited for the year 
1964-65 

I. Shri B. C. Mukharji, 
Chairman & ~ing Director, 
Fertilizer Corporatlon of India Ltd., 
F-43, South Extension Area, Part I, 
Ring Road, New Delhi. 

2. Shri Lalbhai Patel, 
Sarbava Chambers, 
Sir Pheroz Shah Mehta Road, 
Fort, Bombay. 

3. Syed B. Rahman, 
84, Jhowtola Road, 
Calcutta- J 7. 

4. Shri Uma Dutta Shastri, 
C/o Shri Neki Ram Bhai, 
Manager, Gandhi Ashram, 
Hapur. (U.P.) 

5. Shri T. Bullaiah, 
Nava Bharati Gurukul, 
Rajahmundry. (Andhra Pradesh). 

6. Shri J. N. Bhardwaj, 
President, 
Nanga! Fertilizer Workers' Union, 
4tII, Sector II, 
Naya Nanga!. (Punjab). 

7. Dr. Husain Zaheer, 
Director General, 
Council of Scientific & Industrial Research, 
New Delhi. 

8. Shri K. L. Ghei, 
Additional Secretary, 
Ministry of Finance, 
(Departmen of Expenditure). 
New Delhi. 

9. Shri R. L. Mehta, 
Additional Secretary 
Ministry of Labour & Employment, 
New Delhi. 
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10. Shri I. J. Naidue, 
Joint Secretary, 
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Ministry of Food & Aariculture, 
Department of Agriculture, 
Nea' Delhi. 

1 I. Shri M. Ramakrishnayya, 
Joint Secretary, 
Ministry of Petroleum &: Chemical., 
NtfD Delhi. 

12. Shri H. N. Sethna, 
Director, Chemical Group, 
Atomic Energy Establishment, 
Trombay, AppoUo Pier Road, 
Fort, Bombay. 

13. Shri M. K. K. Nayar, 
Managing Director, 
Fertilizers & Chemicals 
Travancore Ltd., 
P.O. UdY08amtlltdtJl, 
Alwaye. (Kerala). 

14. Shri B. Mukerji, 
Executive Director, 
Fertilizer Corporation of India Ltd,. 
F-43, South 
Exterulion Area, Part I, Rina Roa~, 
NtfD Delhi. 



APPENDIX D 

(Vide Paragraph 194) 

Lait 0/ Reports and Ret.".", required to be furnisJud by the CorportJti01t to 
GOfJernmePlt 

(A) Budget: 

(i) Detailed annual revenue budgets and forecast profit & loss account 
of each production unit. 

eii) Annual budgets for additional capital expenditure of the production 
Units. 

(iii) Annual budgets for project expenditure in respect of projects 
under construction. 

(iv) An annual ways and means or 'cash flow' statement based on the 
budgets at items (i). (ii) and (iii) above. 

(v) Monthly report regarding import under deferred payment terms. 
(vi) Quarterly report regarding rupee expenditure incurred on Trom-

bay Fertiliser Project. 
(vii) Half yearly foreign exchange budget. 

(B) Operation Statements of WorAii'W Um·t.f: 

(i) Weekly and monthly production statements indicating pr0-
duction and distribution of the by-products and stock of the main 
products. 

(ii) Monthly statements of cost of production. 
(iii) Quarterly works cost statements. . 
(iv) Monthly statements of raw material stocks. 
(v) Monthly operating accounts and balance sheet. 
(vi) Monthly financial review of additional capital expenditure with 

reference to the estimated cost of each scheme and provision of 
funds as per the capital budget during the year. 

(~i) Quarterly review on the movement of fertilizers. 

(C) Projects under construction: 
(i) Monthly financial review of project expenditure. 
(ii) Monthly progress reports. 

(D) General: 
(i) Statement of non-recurring items of expenditure cxceedina 

Rs. one lakhs each. 
(ii) Quarterly review of financial and accounting arrangements. 
(iii) Monthly ways and means statement. 
(iv) Staff statements for technical and non-technical departments. 
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• APPENDIX IV 
Summary of Recommendations/Conclusions of the Committee on 

Public Undertakings contained in the Report 

S. 
No. 

J 

1 

2 

Ref. to 
para no. 

of the 
Report 

2 

15 

19 

Summary of Conclusions/Recommendations 

3 

The question of inadequate spare equipment 
at Sindri, deterioration in the quality of raw 
materials (viz., coal and gypsum) and the steps 
taken to overcome these problems are dealt 
with in paragraphs infra. The Committee, 
however, regret to observe that no steps appear 
to have been taken so far to im'prove the posi-
tion although production at Sindri Unit has 
been much below the rated capacity all these 
years. In this connection paragraphs 66-73 
may also please be seen. 

The Committee regret to observe that there 
has been a delay of about 3 years in placing 
orders for additional equipment recommended 
by an Expert Committee for the Sindri Unit as 
far back as 1961 and that it would take another • 
2 years before it is actually installed. There 
has been delay on the part of the Corporation 
in deciding on the equipment to be 
installed. Thereafter, Government took 
I..\- years to release foreign exchange. It is 
difficult for the Committee to appreciate why it 
was not possible for Government to arrange 
foreign exchange warth Rs. 20 lakhs which 
could have saved loss in production of fertiHsers 
worth Rs. 10 crores by March. 1964 alone as 
also avoided their imports. It is clear that the 
need for additional machinery was not fully 
comprehended and the matter was not given the 
serious consideratiun that it deserved, The 
Committee recommend that Government 

- .--.-----~. --_._._- --- -'---_ ... _----_ .... _._- -_._-----=----_. 
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should examine the matter with a view to fixing 
r~PQnsibiIity for this unconscionable delay in a 
matter of this importance. 

As the Indian farmer has now gained e~peri­
ence in the use of several varieties of fertilizers, 
the Committee are not sure if tJte production 
of double salt at present assmnes the same im-
portance as before. They feel that the :lccept-
ance of the suggestion in paragraph 20 would 
not only improve the economics of the unit but 
would also meet the demand of the Ministry of 
Defence for ammonium nitrate. which js in 
short supply and is of eaual importance. The 
Committee recommend that the matter should 
be looked into in consultation with the Ministrv 
of Food and Agriculture and an early decision 
taken. 

The Sindri Unit has been compelled to 
frequently change the blend of coal, depending 
upon the auality of coal available. 'The Com-
mittee feel that fertiliser industry 'is no less 
vital to the country's economy than steel or 
other industries to which superior coal has 
been diverted. They would urge that suitable 
steps be taken bv Government to allocate the 
ri~bt blend of Coal. for coke ovens, regularly 
and in adequate quantities. 

'Tho original design of the coke oven plant 
provided for both top charging and stamping 
operation. Stampin~ process was tried ,\\,ith one 
machine in 1955 and 1956. A second 
machine was imported from Germany some-
time in 1957. But finally the stampin~ process 
was not adopted with the result that the 
machines are lying idle. 

It is apparent that the need for providing for 
both the processes in the coke oven plant would 
not have arisen jf the specifications and samples 
of coal had been supplied to the pJant manu-
facturers in advance. This omission has result-
ed in the import of two stamping machines 
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costing about Rs. 15 lakhs which have been 
Iy,ing idle for the last. 8 years. Against the 
background of difficulty in providing foreign 
exchange worth Rs. 20 lakhs to the same unit 
subsequently, referred to in paragraph 19, the 
import of these· machines, which are lying idle, 
appears incongruous. 

It came to the notice of the Committee that 
unburnt coke discharged along with ash from 
the gas plant at Sindri has for the last 12 years 
been sold as waste material. Due to non-
recovery of this coke, the Unit has suffered a 
total loss of approximately Rs. 27'36 lakhs. 

It is surprising that the need for recovering 
suitable coke from ash was not fully realised by 
the management during all these years, when 
they knew that the contractor was recovering 
and: selling it outside. The Committee trust that 
the management would constantly endeavour 
to explore all possible avenues of economy and 
avoidance QJi. waste, particularly in the con-
sumption of raw materials. which account for 
over 50 per cent of the cost of production of 
ammonium sulphate. 

The original agreement of Sindri Unit with 
Messrs. Bikaner Gypsums Ltd. for the purchat;e 
of gypsum expired in October 1960. But a 
fresh contract has not been executed so far. 

The Committee are surprised at the unbusi-
nesslike manner in which the entire transaction 
has been dealt with by the Corporation. 
Although the proposed contractual period of 
five years is nearing completion the contract 
has not been concluded so far. This delay has 
provided the suppliers with an opportunity to 
demand higher prices which would affect the 
cost of production. Further, gypsum is an 
important raw material for the Sindri Unit and 
disputes could alw~ys arise with suppliers in 
regard to the quality and! or quantity of the 
material supplied. In fact, deterioration in the 
quality of gypsum is the chief problem of the 
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Unit at present. It was, therefore, necessary 
for the Corporation to safeguard its interests by 
executing a formal contract even before the 
expiry of the earlier contract. The represen-
tative of the Ministry admitted that the position 
was not satisfactory. The Committee urge that 
the formal contract should at least now be 
executed without further delay and hope that 
such cases would not recur in future. 

In October 1961. though 27,898 tons of 
gypsum were shown as in stock in the book .. 
in actual fact there was not even an ounce of 
gypsum at Sindri. 

The Committee are surprised that the only 
action taken by Government against the Resi-
dent Director for the shortage of 27.898 tons of 
gypsum costing about Rs. 14'00 lakhs which 
also resulted in shortfall in production at the 
Sindri factory was non-extension of his tenure. 
They consider that this was a matter which 
should have been inveRtigated thoroughly and 
disciplinary action taken against the persons 
responsible therefor and that it was not enough 
to get such a serious lapse examined by the 
Financial Adviser only. The Committee regret 
that this was not done by Government. They 
suggest that an inquiry be conducted and res-
ponsibility fixed. if possible. 

The Committee are not aware of the basis 
on which 4 per cent. of the gypsum received as 
per railway invoice was being written off at 
Sindri with effect from 21st September. 1956. 
The very fact that this practice was disconti-
nued after the Financial Adviser examined the 
matter, would indicate that it was not justified. 
Nonnal business prudence required that only 
the actual difference between the weighments at 
Sindri and invoiced weights, subject to a rea-
sonable Jimit. should have been written off. On 
the basis of average cost, the value of gypsum 
written off bv the Corporation at the rate of 
4 per cent. alone would work out to between 
Rs. 10 and Rs. 14 lakhs per annum. It is. 
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surprising that neither the local Chief Finance 
and Accounts Officer nor audit raised any 
objection to it and allowed tho' practice to 
continue for about five years. 

42 The Committee were informed that gypsum 
received at Sindri was not tested for quality in 
order to ensure that p~yment was made accord-
ing to the material received. Payments were 
stated to be made on the basis of tests done at 
the mines. In this connection tfie Committee 
understand that coal consuming indust!ies in 
the private sector carry out chemical tests in 
the mines as well as sa1,Ilp~ checks at the receiv-
ing end and make payment according to the 
results obtained. The Committee recommend 
that the Corporation should adopt a similar 
procedure. 

41-43 Till recently the consumption of gypsum at 
Sindri was estimated on the basis of ,theoretical 
requirements and the weighing machines had 
been by-passed for the last 5 years since gypsum 
which was in powdered form did not easily flow 
through bunkers and weighing machines. It 
has since been planned to weigh the material 
before it is processed. It is regrettable that 
this normal method of issuing materials for 
purposes of production was not introduced till 
1962, i.e. 11 years after commencement of 
production. 

44 Under a contract entered into by the Sindri 
Unit in 1952, the Corporation is committed to 
supply chalk sludge to the Associated Cement 
Company upto 1975. This agreement does not 
provide for revision ~f prices in relation to the 
cost of gypsum. The Committee realise that 
since the Sindri Unit Wl4s __ not allowed to put up 
a cement plant, a long-term contract had to be 
entered into to enthuse a private party to put 
up a cement factory. But, as stated by the 
Managing Director, a long-teno agreement 
should have stipulated revision of prices to 
relate them to the increase in the cost of 
gypsum from time to time. 

47 The equipment purchased at a cost of 
Rs. 11'42 lakhs would be able to recover only 
7,500 tonnes of sulphate per annum from 
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Chalk at Sindri out of a loss of approximately 
30,000 tons per aDDUIn. The Committee feel 
that the feasibility of recovering more sulphate 
needs to be examined. 

It would be seen that besides deterioration in 
the quality of gypwm and presence of clay in it, 
wbich has a1Iected its filterability, the arrange-
ments for its procurement, testing of quality, 
despatch, receipt, storage and accounting leave 
much room for improvement. Even the con-
tract with the suppliers which expired in 1960 
has DOt been renewed as yet. Since gypsum 
accounts for as much as 40% of the cos1 of 
production, its importance in the economies of 
the Sindri factory cannot be minimised. One 
would have expected the management to make 
suitable arrangements in this regard from rhe 
very beginning and to investigate the reasons 
whenever they found any variations in the cost 
of production due to increased con!;umption of 
gypsum, deterioration in its quality, excessive 
loss in storage, or variation in the quantity 
despatched and received at Sindri. The Com-
mittee find that this has never been done despite 
the fact that gypsum has been a serious problem 
with the Unit for quite sometime. They con-
sider that even now a comprehensive review of 
the arrangements regarding the supply of 
gypsum might be quite rewarding, since gypsum 
is likely to be used for a few more years at 
Sindri. The Committee suggest that the Cor-
poration should undertake such a review as 
early as possible. 

(i) The value of inventory at the Sindri Unit 
has been rising from year to year. The closing 
stock of raw materials on 31st' March, 
1964 represented about 2 or 3 months' con-
sumption but in the case of stores and spares 
it was much in excess of requirements snd 
worked out to about 16 and 62 months' con-
sumption respectively. The Committee regret 
to observe that despite positive recommenda-
tions by the Tariff Commission and the Estimates 
Committee in 1959 and 1961 respectively, no 
concrete steps appear to have been taken to 
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reduce the excessive stocks of spares and stores 
at Sin4ri; addItiOnal purchases co9nued to be 
ID8de and the, situation was rather' allowed to 
WOl'SCU. The explanation offered during evi-
deace that excessive orders by the then Chief 
Engineer were placed as a measure of "abundant 
precaution" is also DOt convincing. It was 
expected of the Chief Finance and Accounts 
Officer, the Resident Director, the Board and 
the Government that they woUld exercise normal 
scrutiny of the proposals of' the Chief Engineer 
for the purchase of spares and stores bearing 
in mind the past consumption, future require-
ments and procurement time in_volved. This 
was not done. The team of officers to go into 
the matter was appointed by the Board only in 
1963 when the situation had already gone out 
of control. The facts revealed by the team are 
also disconcerting in that provisioning levels 
had not been fixed. Above all, the list of the 
spares available in the stores had not been 
circulated to the plant authorities. 

57 ~ii) The COlllmittee .:ue also not sure whether 

58 

it would be possible to utilise surplus spares 
etc., in the new projects since the plant and 
other equipment in all the Units are not 
identical. It is obvious that excessive inventories 
result in blocking of capital and interest pay-
ments thereon affect the cost of production. 
They also involve expenditure of foreign 
exchange as these spares are imported. There 
is also the danger of deterioration, wastage and 
pilferage during storage. The Committee urge 
that effective steps should at least now be taken 
to reduce the inventories both at Sindri and 
Nangal to the extent possible. One way of 
doing so would be to intimate to the D. G. S. 
& D. about the stores and spares surplus to the 
requirements of the Corporation so that they 
could be utilised by other fertiliser plants in the 
country. 

The Stores Accounting Procedure Order 
(Provisional) 1952 foUowed in Sindri and the 
Stores Procedure Order at Nanga} are not 
exhaustive. Further, stores at the Nangal Unit 
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are not being classified either according to their 
value or according to their procurement time. 
The Committee recommend that immediate 
action may be taken to lay down a comprehen-
sive Slores Manual for the guidance of all the 
Units/ Projects of the Corporation so that stores 
accounting' problems and overstocking are 
avoided in the new Projects. 

In 1960-61 and 1961-62, over 36,000 tonnes 
of coal meant for coke ovens at Sindri had to be 
diverted to Power House because it had weather-
ed and was found unsuitable. The additional 
cost due to difference in the cost of coal for 
Power House and coking coal was stated to be 
Rs. 52,000 in respect of the above quantity. 
The Committee urge that due vigilance should 
be exercised to ensure proper and purposeful 
utilisation of stores and raw materials. They 
trust that energetic efforts would be made to 
find a market for the accumulated breeze also. 

Hours lost on repairs etc. of urea, double salt 
and coke oven plants of the Sindri Unit have 
been going up. 

It is well known that poor maintenance causes 
frequent breakdowns in the plant and reduces 
the time available for production. It is there-
fore vital to production that plant and machi-
nery are well maintained. It would be useful 
if a system of preventive maintenance is intro-
duced in the Unit. This will not only reduce 
the volume of maintenance work but also the 
inventory of spares. It has particular import-
ance in India where, due to shortage of foreign 
exchange neither replacement machines nor 
spares are readily available. The Committee 
trust that with the introduction of improved 
maintenance techniques, methods etc., the effi· 
ciency of the plant would improve. 

19 64·65 Labour relations at Sindri have not been 
satisfactory during the last 2 years. It is 
expected of public undertakings that they would 
become model employers. Since these under-
takings constitute social property, the workers 
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skould also display a sense of responsibility and 
should not have an unnecessary agitational ap-
proach. The Committee need hardly state that 
complete cooperation between labour ~d 
management IS very essenUal tor the effiCIent 
worklOg of any Umt. They feel that time has 
come when Government should make a compre-
hensive review of labour management relations 
in all the public undertakings and lay down 
suitable polIcies to be followed by them to ensure 
better industrial relations. 

(i) It is unfortunate that the Sindri Unit 
which is one of the first major ventures in the 
public sector, has been facing heavy weatht:l' 
since 1959, and due to various reasons it has 
not been possible to work the plant to full capa-
city. Its rehabiljtation is now estimated to cost 
Rs. 15.11 crores. Its chief problems are: (i) 
low production, (ii) inadequate supply of right 
type of raw materials, (iii) poor maintenance of 
plant and equipment, (iv) excessive inventory 
and above all (v) over-manning (paras 233-41) 
and unhappy labour-management relations. 
Even so, no positive steps appear to have been 
taken so far to rehabilitate the Unit and if a 
scheme is now approved and actively imple-
mented the results are not likely to be achieved 
before 1970. Even at this stage there is vacil-
lation on the part of the Board and the Gov-
ernment. Such a serious situation should 
normally call for immediate remedial measures. 
But here the situation has been allowed to take 
its own course. The Committee feel that bet-
ween the construction of new Projects and the 
rehabilitation of the Sindri Unit, the latter 
should have been given higher priority by the 
management of the Corporation. . 

(ii) The Committee find that the second 
scheme envisages the production of phosphatic 
fertilisers at Sindri and utilisation of by-product 
gypsum at Sindri itself. It is, however, not 
clear how the by-product gypsum thrown up by 
Durgapur fertiliser plant will be used. The Com-
m ittee feel that its utilisation may also pose a 

_ .. - .' .. _ ..• -'- .. _._- ... _--- _. 



1 

21 

22 

2 

114 
-. - - -----------.--.. -.------ -.---

3 

problem ~ater on. They hope that the utilisation 
of that by-product would also be planned 
in time. 

73 (iii) From the varying proposals made by the 

78 

80 

Managing Jlir.eCU>r, durmg eVidence and in 
wrJ:tiDg .later on, -it is evident that no systematic 
stwty has been made -to prepare a coordinated 
plaR to re8abilitate .tbe Smdri unit. The latest 
proposals call for radical changes in the produc-
tiOB pattern of the Smdri Unit and will entail 
he1lvy investment. The Committee, therefore, 
. reeommeJld that Government should immediate-
ly set up an expert Committee to thoroughly 
examine the various alternative proposals made 
in this behalf and suggest a suitable scheme 
-after considering technical, financial and other 
aspects. High priority should be given to this 
scheme so that the stndri Unit is improved as 
early as possible. 

The Corporation took about 6 to 7 years to 
erect and commission the fertilizer and heavy 
water plants at Nangal. Even after the con-
sultants were selectecl, the time taken works out 
to 4i aDd about 6 yars respectively. From 
the dates of award of contracts for the fertiliser 
and beavy water plants, it took about 3! and 
4 years re'~tively. The delay in erection 
resulted in an additional expenditure of about 
-Rl. 75 lakhs on departmental charges alone. 
The Committee trust that the Corporation 
would take suitable measures to avoid such 
delays in the new projects under construction. 
hi this connection para 164 may also please be 
seen. 

The delays and difficulties experienced in 
the Nangal Project which affected the timely 
completion of the plant are similar to those ex-
perienced by the other projects. With better 
planning. they could have been avoided. The 
Corporation should draw lessons from their 
experience at Sindri and Nangal and ensure 
their avoidance in future. 
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The Committee do not understand why the 
preparation of a design for a storage silo at 
Nangal which was after all later made by the 
engin.ccrs of the Corporation themselves should 
have been earlier entrusted to foreign consult-
ing engin~s. This resulted in delay. The 
Committee trust that consultation with foreign 
engineers would be resorted to only when it is 
unavoidable. 

(i) The final estimates of Rs. 31'20 croces for 
the Nanga! Project are about 50% higher than 
the estimates prepared by the Fertiliser Produc-
tion Committee in 1955. The Committee feel 
that detailed estimates should have bceD pre-
pared by· the Corporation immediately on re-
ceipt of project report from the consultants in 
1956 and Government approval obtained there-
to. That was not done. Instead, first revision 
in the estimates was thought of only in 1958. 
These estimates were also incomplete and were 
exceeded later on by about 15 %. 1 t is not 
mown why Government was lax in this im-
portant matter and did not insist on detailed 
estimates being prepared particularly when the 
estimates of the Fertiliser Production Commit-
tee were known to be incomplete. The result 
has been that although the project was fully 
eommissioned about 3 years ago, the final esti-
mates have not yet been cleared by Govern-
ment so far. 

87 (ii) Frequent revIsion in the estimates are 

93 

not conductive to efficient working of a project. 
They affect the cost of production and vitiate 
the basic assumptions on which the project i& 
based. The detailed estimates of projects 
should be prepared in a realistic way and efforts 
made to adhere to them. 

It is surprising that the Punjab Government 
after having agreed to supply power at the rate 
of 2'6 pies per kwh to the Nangal Project 
demanded .~lD increase to 2' 9 pies per kwh 
when the Corporation had invested huge sums 
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of money in putting up a plant. It is not un-
derstood why the Centrat Government also 
pressed the Corporation to pay an increased 
rate. As this is an important matter which 
affects the economical working of the Unit, the 
Committee feel that Government should inter-
vene and ensure that a fair and equitable agree-

_ ment between the two parties is reached without 
delay . . 

The Committee would urge that necessary 
measures be taken to remedy the defects in the 
electrolysers at Nangal and instal additional 
cells without delay so as to avoid loss in pro-
duction. 

The Committee were informed that under 
normal operating conditions the Nangal Unit 
could manufacture 12'5 tonnes of heavy water 
in a year as against the rated capacity of 14'11 
tonnes. This was partly due to the fact that 
maintenance in respect of heavy water plant 
could not be fully synchronised with the main-
tenance of other plants and partly .due to low 
concentration of H.D. in feed hydrogen which 
in tum was caused by frequent shut-downs of 
electrolysers. The Committee trust that ener-
getic steps would be taken to reach the rated 
capacity as early as possible. 

It took the Corporation over two years to 
decide the sale price of h~avy water to the Ato-
mic Energy Department. This is somewhat sur-
prising when the producer and the consumer are 
both wings of the Central Government. The 
Committee feel that in cases where prices are 
not agreed to in advance between the parties 
and differences persist, the feasibility of the 
Tariff Commission examining the cost of pro-
duction and allowing reasonable margin of pro-
fit to the producing unit may be considered by 
Government. 

The need for avoiding accumUlation of ferti-
lisers cannot be over emphasised. It results in 
locking up of capital, deterioration in storage, 
and can even lead to stoppage of production. 
The Committee, therefore, urge that suitable 
measures should be taken in co-ordination with 
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the Agricultural Extension Service of the MiniS-
try of Agriculture to popularise fertilisers in • 
areas where new plants are being put up, so as 
to ensure prompt off-take of fertilisers and avoid 
their transportation to far off places. 

30 106-110 It has not been possible for the Nanga! Unit 
to use oxygen in the electrolysis plant which is 
being let out in the atmosphere. The cost of 
production of the Nangal Unit is much higher 
as compared to similar factories abroad. Maxi-
mum utilisation of the existing resources is, 
therefore, essential for reducing the cost of pro-
duction and improving its financial position. The 
Committee were informed that utilisation of 
oxygen would fetch about Rs. 60 lakhs p.a. 
They. therefore, recommend that the schemes for 
utilisation of surplus oxygen should be carefully 
examined and implemented without delay. 

31 112 The Committee would urge that energetic 
efforts be made to solve the problems of failure 
of expansion turbine rotor in Nitric Acid Plant 
and also Corrosion in Condensators and am-
monia vaporiser Plant at Nangal at an early 
date. 

32 118 It i~ evident that the decision to set up a fer-
tilizer plant at Korha by the Fertilizer Corpora-
tion of Ind ia wa'i not preceded by a thorough 
study of its technical, financial and other as-
pects. The difficulties which have delayed the 
clearance of the project by Government are not 
unforeseeable and could well have been antici-
pated particularly when the United Nations 
Mission had expressed a doubt in the matter. 
The result has been that the Third Five Year 
Plan targets of fertilizer production would not 
be achieved, necessitating large imports. What 
is more, a part of land for the project has 
been acquired. 244 persons already employed 
there arc idle and an expenditure of Rs. 30 lakhs 
would be rendered infructuous if ultimately a 
decision is taken not to proceed with the project. 
The Committee trust that Government wouTd 
at least now carefully examine the economics of 
the proposed Korba plant expeditiously and take 
a final decision without further ·delay. 
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The Committee recommend that Government 
might examine the present procedure regarding 
scrutiny of projects with a view to simphfy and 
orient it so as to' minimise delays in their sanc-
tioning. 

It would be clear that a uniform procedure 
has not yet been evolved in the matter of selec-
tion of sites and preparation of Detailed Pro-
ject Reports by the Fertilizer Corporation. The 
Committee are also not sure if a well-defined 
procedure has been laid down by Government 
indicating the various stages in the implementa-
tion of industrial projects and the order and 
time sequence in which those steps are to be 
proceeded with. To avoid delays and inadequa-
cies in the planning of projects, the Committee 
feel that it would be desirable to clearly spell 
out the types of studies that should be under-
taken and the order in which. they should be 
conducted before a project is finally approved 
by Government for implementation. They sug-
gest that the Bureau of Public Enterprises might 
examine this matter with a view to prescribing 
a regular procedure for adoption in the case of 
all the industrial undertakings in the public 
sector. 

The Committee feel that Government should 
not give approval to go ahead with a project, 
until its detailed project report has been pre-
pared. 

It is obvious that both the Gorakhpur and 
Namrup Projects suffer from locational disad-
vantages. The Committee are not sure whether 
better locations for these units could not be 
found in these areas. Location is one of the 
decisive factors in the economies of the working 
of a Unit. The Committee urge that greater 
care should be exercised before deciding the 
location of industrial projects in future and eco-
nomic considerations should be the guiding fac-
tor in this regard. 

The Fertiliser Corporation experienced con-
siderable difficulty in the matter of acquisition 
of land for the Gorakhpur Project. The Com-
mittee feel that.the present legal position is such 
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that land acquisition procedure tends to be pro-
tracted. Government should, therefore, review 
the legal aspect and take necessary steps with a 
view to speeding up land acquisition procedure 
for public undertakings. 

The Committee note that no uniform policy 
is being followed by the Coqx>ration in meeting 
the cost of land required for its Projects. As 
the cost of land accounts for 3 to 7 per cent of 
the total capital cost of a fertilizer project, the 
Committee are of the view that the Corporation 
shouk! try to obtain as much assistance from the 
State Governments concerned as possible. 

It would appear that. the acquisition and uti-
lisation of land in the earlier projects has been 
on a lavish scale. The importance of careful 
assessment of requirements of land and plan-
ning layout of factories. and townships needs no 
special emphasis. Proper planning and laying 
down standards for land utilisation would lead 
to economY' in land. The economy in land 
would in turn lead to lower maintenance cost 
and consequently reduced operational cost of 
the plant; The Committee recommend that the 
Corporation should exercise utmost economy in 
assessing land requiremonts and its utilisation 
for the fertilizer units in future. They further 
suggest that suitable norms should be laid do'Wn 
by the Corporation regarding utili~ation of land 
for the future factori~ and townships. 

The selection of a site is a basic, long-term 
and final decision for the location of an indus-
trial enterprise. Even minor omissions at the 
time of initial soil investigations can prove to 
be very costly, as ha.c; happened in Namrup. The 
Committee, therefore, recommend that maxi-
mum care and attention should be devoted to 
detailed soil investigations initially so that chan-
ces of a bad location which saddle the pro:ject 
with additional cost· ami· delays are minimised. 
It might also be examined whether lletailed soil 
investigations could not· be carried out against 
payment of a sman compensation to the O\\o'Oer9 
of the land. 
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To undertake the execution of the project and 
invite tenders without finally deciding the 
product to be manufactured at Trombay 
were a serious lapse. In the fertiliser industry 
it is all the more necessary to decide the product 
pattern in advance as the product to be manu-
factured is supposed to be based on extensive 
trials and suitability to the soils for which it is 
intended. To avoid difficulties of the nature that 
arose at Trombay, the Committee feel that this 
is a matter which should receive the first atten-
tion while setting up industrial enterprises of 
this nature. 

It was originally proposed to set up a fertili-
ser factory at Namrup with a capacity of 50,000 
tonne.') of ammonium sulphate and 50,000 ton-
nes of urea p.a. Subsequently, however, the 
capacity was altered to 50,000 tonnes of urea & 
100,000 tonnes of ammonium sulphate, neces-
sitating a change in the detailed project 
report and delaying execution gf the pro-
ject by about a year. The size of an industrial 
enterprise has to be determined after a thorough 
study of the requirements. The requirements of 
tea industry, the principal industry of that region. 
should have been foreseen. It is regrettable that 
this was lost sight of. The Committee would 
urge that such alterations in the capacity of pro-
jects during the course of their execution be 
avoided. as far as possible, as they involve un-
necessary expense and delay. 

The Committee regret that the setting up of 
the Town Gas Plant at Trombay was decided be-
fore making sure about the availability of the 
necessary feedstock or offtake of gas and with-
out entering into a formal agreement with the 
State Government in this regard. 

The Committee feel that the source of credit 
should be ascertained by an undertaking before 
inviting tenders for the plant and equipment re-
quired for a Project. In the case of Trombay 
Project tenders were invited before knowing the 
source of finance with the result that the earlier 

-.--------------~------ .. _ ... _--,.- ..• -- --- .,-.~ ........ _ ... -- .. ----
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effort proved to be a waste and it becillle neces-
sary to refloat tenders from American sources 
when it was finally known that funds would be 
available from U.S., A.LD. loan. Perhaps this 
was inevitable under present conditions in 
India. Restriction of the source of funds un-
necessarily adds to the cost of the project, as has 
happened at Trombay. The Committee sug-
gest that, as far as possible, untied credit should 
be made available for such big projects. 

The timely commissioning and economic 
working of an industrial enterprise depends to 
a large extent on the timely supply of and rea-
sonable rates for basic raw materials, like water 
and power. It is, therefore, essential that firm 
and satisfactory arrangements in regl;lrd to their 
supply should be made in the very beginning, 
preferably before starting the work, otherwise it 
would lead to difficulties. 

The Committee note that the Maharashtra 
Government had earlier agreed to supply water 
and power at certain rates. After the location 
of the project was decided upon, higher rates 
were demanded. Their supply has also been 
delayed. Similar difficulties were experienced at 
Nangal as well. In the circumstances, the Com-
mittee suggest that the Central Government 
should enter into firm commitment with the 
State Government concerned with regard to 
these matters preferably before locating a Pro-
ject in that State. 

The Trombay Project was faced with 
the difficulty of loss of equipment in the Dock-
yard whose replacement delayed the timely 
completion of the Project. The value of such 
equipment and materials amounted to 
$54,795'14. A number of other items were 
lost but were recovered after a period ranging 
from three months to one year. Due to conges-
tion at Bombay Port, a Dumber of ships, some 
carrying critical items had also to be diverted 
to other ports, viz. Kandla, Calcutta and Cochin. 
The Corporation has since set up a LiaisoD 
Office at Bombay. The Committe.e hope that 
such losses will not recur. 
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The Committee urge that necessary steps may 
be taken to clear the goods as early as possible, 
so as to reduce the demurrage charges in all 
the Projects of the Corporation. The avoidable 
delays in customs examination, if any, should 
be brought to the notice of the Ministry of Fin-
ance so that the procedure followed by the Cus-
toms Authorities is simplified. 

Whatever the justification for the upward revi-
sion in the estimates of the Trombay Project, the 
Committee feel that a correct assessment of the 
cost should have been made at the earliest 
opportunity after ascertaining the source of 
finance and calling for quotations for plant and 
equipment. That was not done. The Com-
mittee feel that for proper financial control, 
Government should insist on detailed estimates 
of projects being prepared by the undertakings 
before according approval thereto. They hope 
that this would be done in future. -

The Committee note that the project esti-
mates for Namrup and Gorakbpur Projects pre-
pared in February, 1961 and March. 1964 
respectively, are still awaiting Government's 
approval. In the meantime, expenditure is 
being incurred. This is not proper and if a 
Project is not approved by Government it would 
lead to infructuous expenditure. 

Every day's delay increases the capital cost 
of a project and defers production which in the 
case of a big fertiliser plant could be worth 
nearly half a million rupees. The Committee, 
therefore, recommend that the Corporation 
should at least now make a serious attempt to 
reduce the time taken in the erection and com-
missioning of its future projects. 

The representatives of Chemical Construction 
Corporation who supplied the design of the 
compressor foundations of the Trombay Pro-
ject, were not satisfied with the workmanship of 
the foundations and wanted some parts to be 
demolished, and rebuilt. They also doubted 
the strength and soundness of lean concrete on 
which compressor foundations were built. 

-- --------------- --------
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The Committee feel that this unnecessary 
controversy which held up the work could have 
been avoided by mutual discussion before com-
mencement of the foundation work . 

It is hardly necessary to emphasise the need 
for setting up Cost Reduction Units in big pro-
jects where construction accounts for a substan-
tial proportion of expenditure. Immediate 
steps should be taken to organise such a Unit in 
all the projects of the Corporation . 

As the intention of preparing completion 
reports is to benefit from past experience, it 
would be worth-while preparing such reports 
for Sindri and Nangal as well. The Committee 
would suggest that the Planning and Develop-
ment Division of the Corporation might under-
take this task. 

The Committee would recommend that after 
pooling all the experience of the industrial pro-
jects, Government should issue suitable instruc-
tions to all the project authorities so as to avoid 
similar mistakes. 

The recommendations made by the Planning 
Commission in the Third Five-Year Plan had 
not been specifically brought to the notice of 
the Fertiliser Corporation. The representative 
of the Ministry agreed that it would be desir-
able for the administrative Ministries to do so. 
The Committee, however, feel that the Bureau 
of Public Enterprises should be entrusted with 
this task. 

The number of Directors has varied from 
year to year. Such variation in the number of 
Directors gives an impression that the strength 
of the Board is determined on ad hoc basis. 
The size of a Board is to be related to the 
volume and variety of work, and the need to 
provide representation to various interests. The 
Committee suggest that some broad principles 
should be laid down to determine the strength 
and composition of the Board of Directors of 
the Public Undertakings for the guidance of all 
the Ministries. 
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S8 178 The Committee do not agree with the view 
that Additional Secretaries are not debarred' 
from being appointed on the Boards. They 
feel that the considerations which weighed with: 
the Government in deciding against Secretaries 
being appointed on the Boards of Public Under-
takings, apply equally to Additional Secretaries. 
They have hardly the time for such duties. 
The _Committee suggest that Government should' 
issue suitable instructions to make the above 
decision applicable to Additional Secretaries as 
well. 

59 179 At the time of reconstitution of the Board ill' 
1964-65, two persons, one of whom is zamindar 
and social worker and the other an educationist 
were appointed as members. The Boards of 
industrial undertakings, like the Fertilizer Cor-
poration, have to decide highly complex and 
technical issues. Its Director-s should, there-
fore, bring with them qualifications and experi-
ence suited for the purpose. The Committee 
trust that this will be kept in view while appoint-
ing the Board of Directors in future. 

60 180--83 Besides the Chairman-cum-Managing Direc-
tor, there is no functional Director in the Cor-
poration. 

The Board of a large-sized multi-unit indus-
trial undertaking like the Fertilizer Corporation 
has to take various decisions regarding planning 
and policy matters. It has to provide guidance-
to new projects, initiate policy, and effect alter-
ations in the overall plan, enter into foreign aid-
agreements, and agreements with suppliers, 
contractors, and the like. On the execution 
side also it has to deal with various issues and 
problems of an urFnt nature involving 
unexpected bottlenecks and difficulties that 
might affect the progress of projects. The 
Committee feel that all this load of work would 
surely be too heavy for one Chairman-cum-
Managing Director. In their opinion it would 
be advantageous to have a full-time Financial 
Director incharge of budget and accounts depart-
ment and another full time technical director to' 

--------------
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look after technical matters. These Directors 
would not only be a party to, and responsible 
for all the decisions of the Board with regard 
to the management and operation of the enter-
prise, but would readily indentify themselves 
with the objectives of the enterprise. Further 
such full time Directors would also gain the 
necessary training and experience for ultimately 
taking over as Managing Director. The Com-
mittee suggest that the matter may be examined 
by Government. 

The Committee feel that there has been lack 
of forethought and planning in regard to the 
selection of a successor to the present Chair-
man-cum-Managing Director. A suitable under-
study should have been appointed early enough 
who could take over on the retirement of the 
existing incumbent. Such an attempt has been 
made only in November, 1964. For not having 
done it, it became necessary to give extension 
of service to a retired officer for five long years 
which could have been avoided. 

The Committee recommend that the desir-
ability of giving representation to the following 
interests on the Board of Directors of the Ferti-
liser Corporation might be considered: 

(i) Agricultural Scientists; and 
(ii) Farmers' Organisations particularly 

because distribution functions are 
likely to be entrusted to the Ferti-
liser Corporation. 

The delays in the implementation of projects 
in the public sector have largely been attributed 
to lack of adequate technical, economic and 
financial planning. In order that planning of 
projects is done in sufficient detail, and the pro-
gress of their implementation is watched, the 
Committee consider it necessary that Ministries 
responsible for administering big projects are 
staffed with suita1:>le technical personnel. They 
regret .to observe that even a specific recommen-
dation made in the Third Five-Year Plan in 
this re&ard has not been implemented by the 
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Ministry of Petroleum and Chemicals so far. 
The Committee trust that the proposed CeIf 

• would now be organised at an early date. 

There have been delays in the submission of 
quarterly reviews of Financial and Accounting 
Arrangements by the Financial Adviser of the 
Fertilizer Corporation. Timely reporting is 
essential for the efficient working of any organi-
sation. Without it, serious "schedule slippages" 
or "cost overruns" might come to notice only 
after the opportunity for corrective action has 
been lost. The Committee trust that Govern-
ment would issue suitable instructions to the 
Corporation clarifying the position regarding 
timely submission of these reviews without 
waiting for approval of the Board. 

The Committee feel that the reports required 
. to be submitted should be meaningful but not 
too numerous. With that end in "iew they sug-
gest that the Bureau of Public Enterprises might 
examine the number and contents of reports 
presently submitted by the Public Undertakings 
to Government and the use to which they are 
put with a view to devising suitable form for 
submission of such reports. 

In February 1962, the then Ministry of Com-
merce and Industry decided to undertake a 
study of the difficulties experienced by the Ferti-
liser Factories at Nangal and Sindri in effecting 
expeditious off-take of their production and 
requested the Corporation to furnish quarterly 
reports on the subject. Since then, progress 
reports on the subject continue to be furnished 
to the Ministry. This was a step in the right 
direction. After sometime the problem of 
accumulation of stocks had disappeared . 
Thereafter to have continued to get this report 
was not necessary and Government could have 
selected some other aspect or activity of the 
Corporation for this purpose. 

The General Managers of the Products/Units" 
of the Corporation submit periodical reports 
and returns in the prescribed forms for the 
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information of the Managing Director. The 
Committee consider it necessary that a summary 
of these reports with a clear analysis of physical 
progress, problems encountered and solutions 
should also be placed before the Board. 

The monthly progress reports submitted by 
the project authorities do not indicate whether 
the progress of construction is on schedule. 
They simply state "steel 20 per cent erected" or 
"buildings 80 per cent complete", etc. The 
Committee feel that the form of these reports 
needs revision so as to clearly indicate whether 
the progress of construction is on schedule and 
within the estimated cost. They hope that the 
Bureau of Public Enterprises would look into 
the matter. 

The strength of various Departments in the 
head office of the Corporation has generally 
been brought down during the last two years. 
The Committee, however, learn that no job 
analysis has been made so far. They recom-
mend that that should be done. 

The Corporation employs a Transportation 
Adviser at the Head Office. The Committee 
feel that the local transportation officer of the 
Unit/Project concerned should be in a position 
to attend to its transportation problems and any 
liaison with the Railway Board could be done 
by the Liaison Officer of the head office (Scale 
of pay Rs. 1,000-1,400). They feel that the 
post of the Transportation Adviser which was 
created to tide over a temporary difficulty. 
should not have been continued on a permanent 
basis. The reasons advanced for appointing a 
Transportation Adviser at the head office of the 
Corporation are such which apply equally to 
all multi-unit undertakings. The Committee 
are not convinced of the need for such an officer 
at the headquarters of the Fertiliser Corporation 
when other industrial undertakings like Heavy 
Engineering Corporation, Hindustan Steel 
Limited etc. with greater transportation pro-
blems do not have such officers at their head 
offices. The Committee, therefore, recommend 
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that the post of Transportation Adviser at the 
head office of the Corporation should be 
abolished. 

The Board of Directors of the Corporation 
have recently decided to appoint an Industrial 
Relations Adviser at its head office. This is 
again a departure from the usual pattern follow-
ed by other public undertakings. It appears to 
the Committee that guiding principles should 
be laid down for the organisational set up at 
head offices of multi-unit undertakings. They 
suggest that the Bureau of Public Enterprises 
might make a comparative study of the organi-
sational set up of the head offices of multi-unit 
undertakings in the public sector and private 
sector/foreign countries and lay down a broad 
pattern for the guidance of Public Unaertakings 
which could be varied to suit the special 
requirements of individual undertakings. 

(i) The Committee consider that the loca-
tion of head office of each P-ublic Undertaking 
should be decided after taking all relevant fac-
tors into consideration (its size, number of units, 
their location, stage of their execution, etc.) 
but such a decision should be based on certain 
broad principles. They suggest that the Minis-
try of Works and Housing should go into this 
question in consultation with the administrative 
Ministries concerned and lay down broad princi-
ples for locating the headquarters of Public 
Undertakings, consistent with their efficiency 
and economy, while keeping in view the need 
for relieving congestion in the capital. In this 
connection they would invite a reference to the 
recommendation contained in para 17 of the 
50th Report of Estimate Committee (3rd Lok 
Sabha). 

211 (ii) The Committee trust that the question 
of location of head office of the Fertiliser Cor-
poration would be re-examined in the light of 
the above remarks. 



I 2 

73 212-13 

i4 214 

i5 218 

129 

3 
--- ._---_._-

The organisational set up of the operating 
Units as well as Projects under construction 
varies from project to project. 

The Committee realise that the size of 
Departments in a Unit/Project and the status 
of departmental heads w..,uld depend on the 
stage of construction or the scale of its operation. 
Nevertheless, they feel that the organisational 
set up of a Unit/Project should not be decided 
on ad hoc basis. It should be determined after 
a proper study of the needs of each Unit/Project 
because the absence of proper organisation and 
suitable officers to attend to specific functions 
from the very beginning, e.g., absence of Stores 
Purchase Officer at Gorakhpur, can result in 
grave irregularities. To avoid such a situation, 
the Committee suggest. that the Corporation 
might study the organisational set up of its 
various Units/Projects vis-a-vis their needs and 
remodel it accordingly. While doing so, they 
mi!ht also keep in mind the desirability of 
having common designations for similar func-
tions in all the Units/Projects, so as to facilitate 
inter-plant transfers. 

It was stated that the Commercial Superin-
tendent at Sindri, was appointed as an experi-
mental measure, in pursuance of a directive from 
Government. The Managing Director of the 
Corporation, however, saw no particular 
advantage in appointing such an officer. The 
Secretary of the Ministry promised to examine 
the matter and abolish the post, if necessary. 
The Committee hope that necessary action 
would be taken. 

(i) A Planning and Development Division 
in a Corporation has a very vital role to play. 
It is very regrettable that having developed 
such an organisation it is not being usefully 
employed, and' the experience and talent which 
have been built are being wasted, leading to 
frustration among the officers concerned. Gov-
ernment should give this matter immediate 
attention. The lJossibility of its services being 
made av.ailable to the private sector on payment 
of fees should be examined. 

----------_. __ ._----
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219 (ii) In the meantime, to assess the perform .. 
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ance of the Division, it is essential that it should 
be run on purely commercial lines and charge 
the units/projects of the Corporation for the 
work undertaken on their behalf. Its accounts 
should also be published separately in the 
annual reports of the Corporation. 

It is surprising that the management of a 
public sector plant (Rourkela Fertilizer Plant) 
was transferred from Hindustan Steel to the 
Fertiliser Corporation without settling the terms 
and conditions of the transfer. This led t() 
disputes, difficulties and loss in production. The 
matter has attracted a good deal of public 
attention. The Committee hope that such a 
situation would not be allowed to recur. 

The Committee regret to note that so far no 
systematic plan has been prepared by the 
Fertilizer Corporation to recruit, train and 
develop suitable personnel for top posts though 
one of its units has- been in operation since 
1951. This is vital for the efficient functioning 
of an expanding industrial undertaking like the 
Feitilizer Corporation. The appointment of 
service officials to these top posts in the early 
stages of an undertaking was understandable but 
it could hardly be justified at present. In view 
of its expanding activities and increasing needs 
for managerial personnel the Corporation shol!ld 
assess in advance its requirements for the next 
five years and take energetic steps to build up 
a team of top managers from amongst its. 
engineers and administrators to man its future 
projects. 

Top managerial appointments at the Trom-
bay, Namrup and Gorakhpur Projects were-
made long after these were sanctioned. At the 
initial stages, a project is faced with numerous. 
difficulties which baffle even the seasoned 
administrators. In order that the General 
Managers are able to overcome those difficulties 
and problems successfully, they should ~ be-
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selected soon after a project is approved and' 
given the necessary training and orientation. 
This had not _ been done in the case of service-
officials appointed to these positions by the 
Fertilizer Corporation. The Managing Director 
of the Corporation agreed that it was necessary. 
The Committee trust that this would be done 
in the case of future Projects of the Corpora-
tion. 

There Iba\t been frequent changes in the 
incumbents of the posts of the General Manager 
C\t Sindri and Nangal. Similarly Trombay 
Project has had three different officers at the 
head in the construction stage itself. The 
efficient working of a Unit/Project depends, to 
a large extent, on the direction and guidance. 
provided by the Chief Executive and it nor-
mally takes time to acquire sufficient knowledge 
of the problems and requirements of a Project. 
Frequent changes of these officers are not, 
therefore, desirable and might prove costly. On-
these considerations, continuity in top manage-
rial posts is very essential, as was agreed to by 
the representative of the Corporation as well as 
the Ministry. The Committee have earlier 
suggested the development of suitable personnel 
for these posts. Till such time as the Corpora-
tion is able to throw up suitable managerial 
t'llent from within the organisation, incumbents 
of these posts shouJd be selected with due care, 
based inter-alia on their experience in industrial 
undertakings. Further a minimum tenure ot 
at least 5 years should be fixed for the incum-
bents of tb:se posts. 

The General Manager of Gorakbpur Project 
who was appointed to Ithe post in April 1963 
has since reverted to the UP. State Service even 
before completing two years in the Corporation. 
It takes sometime for a person to familiarise 
with the working of an undertaking. With his 
transfer, the experience gained or knowledge 
acquired is lost and the project suffers. The 
Committee hope that this aspect would be taken 
into consideration while 8/?pointing top officers. 
in future. 
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Such of the service officers who have aptitude 
for industrial management and are found suit-
able for holding managerial posts in undertak-
ings should ~_ permanently absorbed. Such an 
arrangement would enable the undertaking 
concerned to form a nucleus of sujtable officers 
and the officers would also develop a sense of 
loyalty to the undertaking. The Committee 
hope that this aspect would receive due atten-
tion. 

(i) There has been no manpower planning 
in the Sindri Unit from the very beginning. 
Neither did the Project Report indicate the staff 
requirements nor was any work study or job 
evaluation done later on to assess its require-
ments accurately. That unhealthy competition 
between the heads of the departments to have 
more and more men under them th.an was neces-
sary should have resulted in proliferation of staff 
indicates failure of the top management to fix 
norms of work or relate it to actual needs. 
What is more, about 1,400 persons were re-
cruited for the expansion of the unit without an 
overall assessment of the staff requirements. 
Thus a good opportunity to absorb., surplus 
personnel in the expansion of the plant was also 
lost. It is surprising that neither the Board of 
Directors nor the Government took note of this 
problem till 1959. Various Committees and 
specialist firms had subsequently to be appoint-
ed to assess the work-load and determine the 
staff strength entailing considerable labour and 
expenditure but a solution to the problem is 
not yet in sight. 

240 (ii) Messrs. Personnel & Productivity 
Services, which were aiked to study the work-
load and manpower requirements of non-techni-
cal departments of the Nangal Unit in 1962, 
proposed a staff strength of 711. As against 
this, the permanent set up of 1082 is proposed 
by the Unit and 1026 persons were in position 
in February, 1965. The Committee are sur-
prised that the recommendations of the special-
ist firm made in 1962 have not been fully imple-
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mented so far. They recommend that every 
effort should be made to bring down the staff-
strength of the Unit to the level suggested by-
the Personnel & Productivity Services. 

241 (iii) The Committee would urge that, after 

243-44 

246 

the General Manager of Durgapur Project has· 
submitted his report, vigorous steps should be' 
taken to reduce the existing surplus personnel 
at the Sindri and Nangal Units, either by 
transferring them to the other Projects of the 
Corporation or securing them suitable employ-
mem in other public undertakings with the 
assistance of the Ministry of Labour and Em-
ployment. The possibility of introducing a~ 
suitable scheme for voluntary retirement of 
surplus staff by payment of suitable compensa-
tion may als.o be considered. The Committee 
have no doubt that the Labour Unions would 
co-operate with the Corporation as it would 
have asalutory effect on the unit as well as 
the workers. 

Though the productivity of labour has im--
proved from year to year at Nangal, the position 
at Sindri has not materially changed during the 
last 3 years. Labour and establishment charges 
constitut_e an important element in the cost of' 
production. It is absolutely necessary to keep 
down the establishment charges to the minimum 
possible. The Committee hope that various 
suggestions made in this Report e.g.. for better 
utilisation of men and materials, proper main-
tenance of plant and equip~.ent and happier 
industrial relations would lead to greater pro-
ductivity. They trust that the position will be· 
constantly reviewed witll reference to the norms 
laid down for the purpose and suitable remedial 
action taken when necessary. 

The Committee feel that there is need for' 
close watch on the recruitment of staff from' 
the very beginning so that O'Vcr-manning does 
not manifest in the new units. With that end' 
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in view the Committee would like to suggest 
that;-. 

(i) the staff strength for various staaes 
of construction/ operation of a pro-
ject should be carefully assessed in 
the beginning itself and intimated 
to the General Manager; 

(ii) the number of personnel employed 
should be kept slightly below the 
assessed number; 

(iii) the strength assessed should in no 
case be exceeded, without prior 
approval of t1)e Board of Directors; 

(iv) the Board and Government should 
also keep a continuous watch and 
periodically examine the staff 
strength of each project with refer-
ence to the estimated requirements; 
and 

(v) efforts may be made to absorb the 
surplus staff in the units of the 
Cotporation in other public under-
takings as far as possible. 

(i) The provision of helpers for skilled 
workers as tool carriers without ascertaining 
the need therefor is not justified and is a waste 
of manpower. If Trombay project is able to 
do without these helpers, there is no reason 
why other projects cannot do without them. 
Since the appointment of helpers leads to over-
manning and higher cost of production, the 
Committee suggest that their number sllould be 
reduced to the minimum. 

(ii) In this context, the Committee would 
commend the initiative shown by the General 
Manager of the Trombay Project (1964) in 
assessing the ultimate staff strength in the very 
beginning and successfully eliminating the em-
ployment of helpers. It happens rarely that 
the staff strength of· a project as originally fixed 
at 3.000 is reduced to 1,803. 

The Committee find that overtime at the 
Sindri and Nanga) Units is not restricted to 
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skilled personnel only but is paid in all Depart-
ments including Stores, Personnel Administra-
tion, Security, Estate, Medical and Transporta-
tion Departments. There is thus need for re-
ducing absenteeism and exercising strict contro] 
in the payment of overtime and avoidance of 
malpractices of the nature referred to in para 
252. The Committee hope that suitable mea-
sures would be taken by the Corporation in this 
behalf. 

On 31st March, 1964 there were 88 cate-
gories of technical and 161 catt;gories of non-
technical posts in the Nangal Unit. During 
evidence it was admitted that it was not desir-
able to have such a large number of categories 
of posts. Trade and scale classification had to 
be rationalised and their number reduced. The 
Managing Director agreed to make a compara-
tive study of the position in other public under-
takings. The Committee trust that necessary' 
action would be taken to put this matter on a 
proper footing in all the projects of the Cor-
poration. 

(i) The supervisory staff at the N angal Unit 
is on the high side. The Committee suggest 
that the number of supervisory staff may be 
reduced as much as possible. 

259 (ii) The ratio of non-technical to technical 
staff is higher at the Sindri and Nangal Units 
as compared to the Trombay Project. The 
Committee suggest that the position might be 
reviewed with a view to reducing the number of 
non-technical staff, as was agreed to by the 
Managing Director. 

260 (iii) The Committee suggest that suitable 

262 

norms for employment of supervisory and opera-
tive staff and technical as well as non-technical 
personnel should be laid down so as to serve 
as a guide to the managements of future plants. 

The Committee understand that a special 
unit has heen set up in the Ministry of Labour 
.and Employment to assist public undertakings 

----.-.--.--.. -----------.-----~ ... -.---- .. -
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in the setting up of Joint Management CouncillP 
and working out the relevant details. They 
trust that the Corporation would take necessary 
action to organise a Joint Management Council 
at the Nangal Unit at the appropriate time in 
consultation with the Ministry of Labour anet 
Employment. 

A Grievance Procedure has not been intro-
duced at the Nangal Unit so far. The Com-
mittee urge that this statutory requirement 
should be complied with in respect of Nangal 
and any other defaulting unit of the Corpora-
tion as early as possible. 

The Committee hope that the decision of 
Government to have the equity capital and 
borrowings in the ratio of 1 : 1 would be kept 
in view and the correct proportion between 
equity and loans reached before long. 

(i) The higher capital investment increases the 
cost of production and adversely affects the 
competitive position of an undertaking. The 
Committee regret that due emphasis was nor 
placed by Government to the important aspect 
of investment-output ratio before according 
approval to projects from the very beginning_ 
They were surprised to know that the Minis-
try had started considering this a<ipect only 
recently. 

272 (ii) It is also surprising that although the 
first fertiliser plant in the public sector was 
commissioned about 15 years ago, comparative 
position obtaining in foreign countries on this 
important aspect is not available either with 
the Corporation or the Government till today. 
The Committee trust that efforts would now 
be made to collect such information and to 
carefully examine the investment-output ratio 
before sanctioning new projects in future. 

273 (iii) While the investment per ton of output 
has been gradually reduced from project to 
project, efforts may be continued to reduce it 
further so as to bring it on par with the posi-
tion prevailing in foreign countries. ' 
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It is hoped that with the change in the pro-
cess of production, installation of additional 
lean gas producers, reduction in staff strength. 
improved maintenance of plant and equipment. 
reduction in inventories and improvement in 
labour relations the cost of production at 
Sindri will come down substantially. The 
Committee trust that every effort would be 
made to bring the cost of production to the 
level of standard costs which should also be 
reviewed from time to time. 

The Committee trust that with improved 
maintenance and solution of corrosion problem 
of Electrolysis Plant etc., at Nangal, the pro-
duction will increase to rated capacity, ther~by 
reducing the cost of production. They also 
urge that concerted efforts should be made to 
control the costs, so as to reduce the cost of 
production of calcium ammonium nitrate also. 

The cost of production in the various units 
of the Corporation should be periodically re-
viewed with a view to finding discrepancies and 
locating areas for effecting economies. 

The Conunittee cannot help observing that 
no serious attention was given to the import-
ant aspect of laying down norms of production 
at Sindri for thirteen long years. This should 
at least have been done after the Tariff Com-
mission made a specific recommendation in 
1959. The Committee would urge that such 
norms should be laid down in all future pro-
jects of the Corporation from the very begin-
ning. 

It will be appreciated that any material 
difference in the provisional and final retention 
prices would lead to considerable accounting 
difficulties. To avoid them, it is necessary that 
the question of prices should be referred to 
Government sufficiently in advance so that the 
retention price is fixed before the validity date 
of the earlier price expires. The representative 
of the Corporation as well as the Ministry 
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agreed that the matter should have been re-
ferred to Government sufficiently in advance 
of the expiry period. The Committee trust that 
this aspect would be kept in view in future. 

The net profits of the Nanga! Unit are 
steadily rising but the position at Sindri, which 
was commissioned as far back as 1951 see1l1i 
very unsatisfactory, especially when it is view-
od against a margin of 10 per cent allowed in 
the retention prices for the fertilisers. The pre-
sent unsatisfactory position at Sindri must ob-
viously be due to many ills from which the 
Unit is suffering. The Committee recommend 
that etJective steps be taken to rehabilitate the 
Unit and effect utmost all round economy so as 
to improve its financial position. 

(i) The Committee cannot help observing 
that the position is highly unsatisfactory. It 
was expected of the administrative Ministry to 
intimate the Corporation of the surpluses expect-
ed of it which should also ordinarily have been 
determined in consultation with it. It is sur-
prising that neither estimates of surpluses were 
prepared in consultation with the CorporatioR 
nor were they communicated to them till the 
Committee enquired about it. What is more 
surprising is that even the representative of the 
Ministry was not aware of it and had to alicer· 
tain the position from the Planning Commis-
lion. 

(ii) The Committee recommend that Gov-
ernment should now study the perfonnance of 
the Fertiliser Corporation from time to time 
with reference to the contributions expected of 
it. It would be desirable if the targets fixed 
and the aotual performance in this regard are 
.also indicated in the annual reports of the Cor· 
poration. 

The cost of townships varies from 4'58 per 
cent. of the total outlay on Korba Project to 12'6 
per cent. at the Sindri Unit. Since the invest-
ment on a township and the cost of maintain-
ing it add considerably to the overheads of a 
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project, the Committee feel that Government 
should consider the desirability of laying down 
an upper limit on the expenditure that could 
be incurred by a public undertaking on the 
construction of a township. 

101 299-300 Land utilisation on construction of town-
ships in the projects of the Corporation has been 
on a lavish scale. In evidence it was stated 
that as land was cheap at Sindri, there was one 
dwelling unit in an acre of land. But under 
the present conditions, there should be a norm 
of 6 to 7 dwelling units per acre of land. The 
Committee trust that this would be kept in view 
while planning townships in future projects of 
the Corporation. 

102 302 (i) While only 54'1 per cent. of staff at 

103 

Gorakhpur is proposed to be provided with resi-
dential accommodation, the township at Trom-
bay would accommodate nearly 97 per cent. 
of the staff. It would thus appear that the size 
of townships and the percentage of staff to be 
provided with housing accommodation has in 
each case been decided on ad hoc considera-
tions and no definite principles seem to have 
been followed. The Committee need hardly 
mention that the size of a township should be 
based on considerations like location of a pro-
ject, availability of housing facilities in the 
neighbourhood, etc. They would recommend 
that Government should lay down some broad 
criteria on the basis of which requirements of 
residential accommodation in a project may be 
determined by each industrial undertaking in 
the public sector. 

303 (ii) Over 400 houses are lying vacant at 

307 

Trombay. The Committee trust that statf 
strength for each project would in future be 
determined in advance and the total number of 
houses/flats to be built decided on the basis of 
criteria laid down by Government. 

The facts stated in paragraph 304-06 would 
indicate the need for construction of townships 
by the Public Undertakings according to a 
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phased programme related to the actual require-
ments from time to time, so as to avoid block-
ing up of excessive capital and also reduce 
maintenance expenditure. The Committee 
trust that the Corporation would keep this in 
mind while putting up townships in its future 
projects. 

The Units/Projects of the Corporation have 
not taken full advantage of the industrial hous-
ing schemes of the State Governments. The 
Committee therefore recommend that before 
sanctioning the construction of a township by 
a public sector undertaking, Government 
should see if it is not possible for the Under-
taking concerned to take advantage of the 
industrial housing scheme of the State Govern-
ment concerned, so as to reduce its liability. 

Since the Fertilizer Corporation was able to 
get all the money required for putting up town-
ships from the Central Government itself with-
out any difficulty, they did not fully explore the 
possibilities of getting financial assistance and 
subsidy from the State Governments. The 
Committee urge that energetic steps should now 
be taken to secure the assistance available under 
this scheme. 

The Committee suggest that in view of the 
low occupancy of the hostels set up by the Cor-
poration, the need for their continuance as such 
may be examined. They also feel that instead 
of putting up large hostels to meet the tempo-
rary requirements during the construction stage 
of a project. the desirability of utilising a few 
residential fiats for this purpose may be consi-
dered. 

(i) At Namrup Project, the Corporation is 
recovering rent for houses allotted to employees 
at 5 per cent in order to attract suitable person-
nel. The Committee understand that in addi-
tion to concessional rent, the employees' are also 
paid project allqwance on the scale laid down 
by Government. The desirability of charging 
concessional rent in addition to the project 
allowance may be considered. --_._. - ._---
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(ii) The occupancy ratio ia some of the 
guest houses of the Corporation (i.e., at Peddar 
Road, Bombay) is low. With a view to mini-
mising avoidable expenditure, the desirability 
of closing down guest houses with low occu-
pancy ratio, whether rented or owned by the 
Corporation may be examined. 

The Fertiliser Distribution Enquiry Commit-
tee (1960), which examined the existing distri-
bution arrangements, had suggested the setting 
up of a Central Fertiliser Marketing Corpora-
tion to undertake the functions performed by 
the Pool. Various bodies have since then point-
ed out that the existing distribution system is 
not conducive to the rapid expansion of con-
sumption of fertilisers by the farmers and that 
such responsibility should rest with the facto-
ries themselves. The Committee regret to note 
that no action has been taken on the positive 
recommendation for the setting up of a Central 
Fertiliser Marketing Corporation, which was 
made four years ago. Instead another Com-
mittee with, more or less, similar terms of refe-
rence has again been set up to examine the 
matter de novo. The Committee need hardly 
stress the urgency of organising an efficient 
system of distribution of fertilisers, particularly 
when a number of new fertiliser factories are 
being set up in the near future. They trust that 
immediate steps would be taken on the recom-
mendation of the Enquiry Committee to orga-
nise a suitable system of distribution of ferti-
lisers, in consultation with the concerned parties. 

The progress of the fertiliser industry is close-
ly linked up with the availability of fabrication 
facilities within the country, particularly in view 
of the foreign exchange difficulty and the high 
cost of imported equipment. The Committee, 
trust that fabr~cation capacity for the fertiliser 
industry would be established at an early date. 
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The Committee trust that a detailed study 
will be made with a view to evolve standard 
designs and specifications for equipment for the 
new fertiliser plants. 

Very little attention has been paid so far to 
the manufacture of spare parts in the country 
which are so essential for the maintenance of 
any fertiliser plant. The Committee feel that 
with the present progress in engineering and 
steel industries, it should be possible to produce-
a large percentage of 'spare pans within the 
country. They trust that the Corporation will 
maintain close coordination with the fabricators 
in the country, and encourage them to meet the 
requirements of the various factories increasing-
ly. 

The Committee urge the Corporation and 
its Units to play more positive role in the set-
ting up of ancillary industries. 

With a view to keeping the .capital cost of 
new industries as low as possible, it has been 
suggested that the industrial undertakings con-
cerned might bear the entire expenditure in 
respect of railway siding within the factory 
premises but the cost of work outside the-
factory should be borne by the railways sub-
ject, if necessary, to the applicant under-
taking offering a minimum traffic, as may 
be stipulated by and mutually agreed with the-
railways. 

Since any change in the present arrangement 
is likely to have far reaching repercussions OJ) 

the railways and all the industrial under-
takings the Committee suggest that the matter 
might be thoroughly examined by the Ministry 
of Railways in consultation with the Ministry 
of Finance to see, if a change in the present 
position is caned for in view of the difficulties. 
referred to above. 

From the relative economic of hiring the 
engines aad their purchase as worked out by 
the Sindri Unit, it is noted that if 3 HGS Class 

----_._--_._ .. . .. - ..... -- ._--,---
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of locomotives (second-Class) are available in 
good condition, the expenditure will come 
down considerably and in any case the pur· 
chase involving -capital outlay will yield a net 
return of not less than 36 per cent. The Com-
mittee trust that the required number of loco-
motives will be purchased for Sindri. 

The Committee regret to observe that a 
final decision to in!ltal a tippler has not been 
taken so far. In the meantime the Unit conti-
nues to face difficulties in the unloading of raw 
materials, which affect production and involve 
additional expenditure on manual unloading, 
besides payment of demurrage to the Railways. 
The matter has now been linked up with the 
proposed change in the process of production 
which is likely to take 'time in materialising. 
The Committee urge that immediate action 
should now be taken in consultation with the 
Ministry of Railways to minhnise delays in 
unloading and reduce unnecessary expenditure. 

The Committee trust that a review of the 
requirements would urgently be made for 
effecting economy in the case of staff cars, 
vehicles. etc. It will also be desirable to lay 
down suitable norms based inter alia on the 
number of officers in a project. volume of 
work, distance from the nearest city, etc., for 
the guidance of managements of future projects 
of the Corporation. 

The Committee understand 'that Bechtel 
Corporation has submitted a feasibility report 
which is under Government's consideration. 
The Committee understand that some other 
firms have also evinced interest in putting up 
fertiliser factories in the country. They have 
no doubt that during further negotiations with 
Bechtel Corporation or other firms which have 
shown interest Government would try to get the 
best possible terms. All the same they would 
urge that the final arrangement should be so 
devised as to secure full association of Indian 
technic'al personnel at every stage of the work 
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as also full utilisation and maximum develop-
ment of whatever construction and fabrication-
facilities exist in the country. 

The Corporation stated that ·comparative 
information in respect of fertiliser factories in 
foreign countries was not available. The Com-
mittee consider it absolutely essential for a pro-
gressive industrial undertaking to have an inti-
mate knowledge of the working of similar 
undertakings abroad. This is particularly so in 
the present day competitive conditions when 
other countries are making rapid technological 
and other improvements. The Committee feel 
that Government should have at least obtained. 
such basic data from foreign experts/firms. 
engaged to study the fertiliser industry from 
time to time. They trust that the Corporation 
will now take necessary steps to keep in touch 
with the working of fert1liser factories in indus-
trially advanced countries. 

(i) It was expected of the Fertiliser Corpo-
ration that with its past experience in establish-
ing fertiliser plants at Sindri and Nangal, it 
would avoid some of the mistakes that have' 
been committed in its later projects. This has 
not been so largely due to the fact that the' 
Corporation did not develop adequate mana-
gerial talent. Service officials with little experi-
enCe of industrial projects were entrusted with 
the implementation of these projects. There' 
were also frequent changes in the incumbency 
of these top posts, even during construction. It 
is time that the Corporation applied itself to the-
proper planning of projects and ensured that 
they are executed with the utmost speed a~d' 
economy so as to avoid imports of fertilisers 
which have been a drain on our foreign ex-
change resources. 

347 (ii) It appears that the Ministry was also 
not adequately equipped to scrutinise the 
schemes and proposals of the Corporation and 
to keep a continuous watch on its performance. 
It is also surprising that although the Ministry-

---~-- --- ... -- .... -----...... --.. - .... __ ...... -_._- ... _.-
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directed the Corporation to organise a Planning 
and Development Division at an enormous 
cost-the expenditure on salaries and allow-
ances of Planning and Development Division 
alone amounts to Rs. 37 lakhs per annum-
they nave not taken steps to ensure that it is 
put to proper use with the result that the 
Division is languishing. The Committee hope 
that the Ministry would now play an effective 
role to ensure that the working of the Corpora-
tion is placed on a proper footing. 

348 (iii) In the earlier Chapters, the Com.niittee 
have suggested various matters for examination 
by the Bureau of Public Enterprises. They 
would like to be informed in due course of the 
action taken by the Bureau. ---- -----------------------
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