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INTRODUCTION 

I, the Chairmlo of Estimates Committee having been authorised by 
the Committee to submit the Report on their behalf, present this Fifty-
Second Report on the Ministry of Industry (Department. of Industrial 
Development)-Industrial Policy-Productivity in Industry. 

2. The Committee took evidence of the representatives of the Depart-
ment of Industrial Development on 8 and 9 December, 1982. The Committec 
wish to express their thanks to the Officers of the Department for placing 
before them the material and information which they desired in connection 
with the examination of the subject and giving evidence before the Committee. 

3. The Committee also wish to express their thanks to the representa-
tives of tbe National Council of Applied Economic Research and Federation 
or Indian Chambers of Commerce and Industry for giving evidence and 
mating valuable suggestions to the Committee. 

4. The Committee also wish to express their thanks to all other 
Organisations/Institutions for furnishing memoranda on the subject to the 
Committee. 

s. The Report was considered and adopted by the Committee on 
21 April, 1983. 

6. For facility of reference and convenience, recommendations and 
observations of the Committee have been printed in . thick type in the body 0 
the Report, and have also been reproduced in a consolidated form in the 
A ppendix to the Report. 

(iii) 

BANSI LAL 
ChlIir11llllJ 

Estimatu Commill~~ 



CHAPl'ER I 

THE CONCEPT AND MONITORING PRODUCTIVITY 
IN INDUSTRY 

A. Concept of Productiyjty 

1.1 The ~ncept of productivity refers to the efficient use of resources 
which help to accelerate the pxocess of economic growth. The increase in 
production and productivity is the only solution to many socio-economic ills 
which our country is facing today. With this end in view, the Prime Miniuer 
.. VC a call Cor increased production and productivity all round, declaring the 
year 1982 as the "Year of Productivity". 

1.2 According to a non official organisation the problem of increasing 
productivity in the ~road sense may be said to be the problem of making more 
efficient use of all types of resources in employment, or using them to produce 
as many goods and services as possible at the lowest possible real cost. this 
implies a broad definition of both output an4 input. The conccpt of output 
win include goods aod services which satisfy wants, not ooIy industrial and 
. agrioultural products, but the services of doctors, teachers, those engaged in 
shops, offices, traDSport undertakings and other service industries. Input, when 
productivity is used in this wid~ sense, will mean the eft'orts and sacrifices of 
all those who contribute to prod~ction. Thus productivity can be defined as a 
ratio between the output of wealth produced and input of resources used up in 
the process of production. 

that : 
1 .. 3 The National Productivity Council has stated in its memorandum 

"Some rlistortions and mISgIVings about productivity have to be 
taken care of. Productivity is not labour productivity alone; it is 
productivity of total factors of production. In fact, in our country 
greater emphasis needs to be given to the productivity of scarce 
resources, such as, capital. materials, energy, etc. Another distor-
tion i, that productivity is consideted synonymous with higher 
production. In productivity we are concerned with higher produc-
tion as also with minimum possible consumption or real resources 
or in other words higher production at minimum possible cost. 
WhiJeratips measure the levels of productivity, positive and 
innovative attitudes contribute towards productivity improvement. 
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Productivity is.. therefore, often reckoned as an attitude of mind 
which is intolerant of·waste in any type and in any rorm". 

1.4 According to the allocation or Business to various Ministriesl 
Departments of G~vemment o! India, the Deptt. of Industrial Development is 
responsible, inter-alia for industrial policy in relation to Productivity in Industry. 

I.S The Statement on Industrial Policy ·of July, 1980, specifically spells 
out that the sQCio.economic objectives include maximisation of production and 
achieving higher productivity. Relevant extracts from the Statement are 
reproduced below : 

"The pattern of distribution of benefits of industrialisation should 
be such as to cover as large segment of the COUDtry'S population, 
both rural and urban, while avoiding economic eo~OD in a 
few hands. New thrum need to be made to establish a dynamic 
industrial economy .•.... what is needed above aU is "8 set of 
pragmatic policies which win remove the linsering constrains in 
industrial production, at the same time act as catalysis for furer 
growth in the coming decades ...... ". 

1.6 The Secretary, Department of Industrial Development delDill, 
~Productivity" as adopted by the Ministry stated in evidence that : 

~'Being responsible for industrial policy in relation to productivity, 
we have taken productivity to meaD higber production by optimal 
utilisation of the production assets iDstaIled. JDerefore, our 
definition of productivity OD which we have fuactioned is whether 
on the basis of the same assets, we are acbievin, hipr production, 
higher capacity utiJisationu • 

1.7 Amplifying his view point the witness added :-

·'The scientific definition of prQductivity is optimal inter ractor 
utilisation. There are four factors of production. Por those foar 
factors of production, at a given point or time, there shoulcl be 
utilisation to tbe optimal depee so that it yields the best possible 
inter·factor resulL The new level of productivity is contioaent OD 

labour manqement, relations; it is c:ontinFot on tbe type of 
equipment tbat -you use ; it is contiqent on the materials that are 
fed mto machine; it js CODtiDpt on the manner in which the 
management equipment is maintained. Then we will be pinS iato 
an area where no alobal formulation is possible. It will have to be 
done on unit to unit basis. That is what is -called productivity 
optimal for a particular UftiL Therefo~ there cannot be industry-
wise measurement o(productivity. if you are talkinl about 
productivity in the correct ICOJe of optimal inter-factor utilisation 
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and the relative cost reduction in the value added at constant 
prices. The question is you cannot achieve optimum graph in any 
economy schedule if all are variables. You have got to assume 
some variable. Then you can achieve a graph, therefore. in a 
manner which can be understood and operated in the government 
system anywhere in the worJd. We have tried to approach 
productivity in terms of optimal utilisation of the instal1ed capacity. 

So, our policy has been geared to removal of constraj~ts, removal 
of bottlenecks, removal of limitations and our efforts have been to 
ensure that whether it is infrastructure, whether it is money, 
whether it is investment or whether it is proper management in-
formation, whatever' is needed is sought to be provided. That is 
all that we are trying to do. So, when we are saying that we.have 
no means or no organisation to measure and monit:)r productivity, 
we are acting on a different definition of productivity altogether. 
There, what I would like_ to submit is that we are monitoring' 
productivity as it is understood in common man's parlance, I.e. 
higher production from the same not new capacity". 

1.8 The Secretary, Industrial Development stated further that: 
"When I am saying that I have achieved 15 precent utilisation, 
what is the unit from which I have achieved 15 per cent utilisation? 
It is the same unit, but some more capacities that have been added. 
So, we are trying to see that we achieve better utilisation of assets. 
What I am trying to say is that if you are thinking of productivity 
in terms of a measurement of inter-factor normative utilisation, 
that system of measurement does not obtain globally anywhere in 
the world·'. 

1.9 The Committee wanted to know whether what was being taken care 
of was Dot productivity but production, the Secretary confirmed this by saying: 

"Y ou are right". 

1.10 Tbe COlBDlittee are happy to note that the year 1982 was declared It, 
GoYeI'lllHllt as the year of productivity. This naturally raised higb expectations 
dial Geftilliiiellt aDel die industries in tbe public and private sectors would strive 
to ......... r productivity le,eIs. It, however, transpired in evidence tbat tbe 
Mialltry of Ind8ltry u,e takeo productivity to mean higher production by optimal 
utili_doe of the production Il88et5 Installed." The Secretary, Department of 
ladwstrlal De,elopateDt admitted in evidence that the definition of productivity 
followed at present by the \ ~ inistry was what is uuderstood in common man's 
partaaee ad DOt a scientific one. According to the Secretary, Department of 
......... OeYelopme.t there ~ be iaclastr),-wise QleaSDremtDt of prodacti-
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Yity Ia tile sease of "iDter-fador utllisatiOD" because apart from etBdeat ...... e· 
__ prodactivity was dependeDt OD a number of ractors like labour-maaapmeat 
relatioDs, state of plant aod machinery, availability of raw materials, etc. TIle 
COI8IDittee are unable to share this ,iew beeause, as poiDted out by tile National 
Productivity COBDCn. it is a distortion to say that prodaetbity Is IJIIOaymous widl 
laigher production. HIgher production caD be easily achieYeci by addiq .w 
capacities bat that is not higher productivity. The Committee arge Goyerameat 
to "abe aDd foHo", a scientific definition of productirity iD eoasaItatioa with tile 
NatioDal ProcIacthity Council and Planning Commissioa. 

B. Data on Productivity 

I. I I It has been stated in a memorandum furnished to the Committee 
that the Central Statistical Organisation is presently the main source of data 
for carrying out the exercise of productivity measurement. However, the time 
lag in data availability is about five years which reduces the usefulness of this 
exercise. Further that the Planning Commission at the Centre and State 
Planning Boards also monitor the progress, but their main concern is the 
progress made against the Plan tasks and outlays. Administrative Ministries 
get sizeable data from the concerned industries and they also monitor some 
key industries. 

It bas therefore been represented that :-
uThe present system for measurement and monitoring it not 
adequate. NPC, being an ape~ body, in the field of productivity 
should be formally charged with this responsibility and authorised 
to get tbe required data from the Administrative Ministries, C.S.O., 
Industries Association, etc., 'or productivity improvement, meas· 
uremeot and monitoring are unavoidable and tbese can be aone 
only when a system is formalised." 

The Committee were informed by another expert Orpnisation enpaed 
in economic research that the Ministry does not have an apeed index to reftect 
productivity, estimates are not uniform in all tbe sectors and tbat information 
is not being collected form the small sector. 00 the question of availability 
of data after long intervals and whether it could not be mechanised the repreaen-
tatiw of the Ministry informed the Committee that :-

"The detailed Annual Survey of Industries fiaurea were available 
up to 1973-74 only. It was not merely a question of mecbanjlina 
the data compilation system. It wal also a question of streamliDUas 
the data furnishing system:" 

He added:-

"'f respondent factories are not furnishiQ, the data. Daturally the 
data cannot be either compiled or analyted Qr produced, There-
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fore, the eso produced some figures and that was also upto 1977. 
After that, no figures have been made available· to us. Whether 
sort of this data in the manner eso has produced reany 
serves the purpose in terms of productivity measurement. I 
have got my very grave doubts. Therefore, what we are 
doing is that we are compiling production. industrial growth 
data and that we are doing in terms of quarter to quarter, month to 
month. To my mind this is more effective because this data is 
compiled from secondary source ; it is not compiled from primary-
source. Any data which you collect from primary source wi1l 
have a time-lag of three to four years. In the eso office, I 
think, they have one Computer. But having a Computer with the 
NPC is not going to help unless the software comes from the 
respondent factories." 

1.12 Asked if he would agree that primary data should be available as 
quickly as possible, the Secretary, Industry replied :-

"This primary data which is needed to make any assessment with 
regard to value added in terms of input is not being collected. 
The CSO collects the data with regard to production from DGTD, 
from the Department of Mines, Steel and power and then compiles 
it and prepares the index etc. As far as this data which you have 
mentioned is concerned, after 1977 it is not available." 

i~ 1.13 The Committee have been informed that Institutional arrangements 
1,,:-: 

to monitor productivity in the public sector undertakings attached to the 
Department of Industrial Development have been evolved. These arrange-
ments include periodicaJ performance review meetings taken by Secretary (ID) at 

~i'.the level of Chief Executive Officers and a system of mont1lJy reporting against 
~;predetermined productivity objectives. Guidelines have also been issued to the 

Chief Executives for achieving the target an~ ensuring higher productiVity. Chier 
Executives have been informed inter alia that labour should be made aware of 
its productivity with reference to bench marks in similar industries. ProdUC'-

;!itivity and efficiency of the units should be discussed at plant z.od shop level 
. and labour should be made aware about its productivity and performance. 

1.14 During evidence, the Secretary, Industry explained that :-

"We monitor industrjal production growth monthly and also 
higher value added in terms of instal~ assets. We have not 
~volved indices to measure productivity. : The Cbiefaof the public 
undertakings under my Ministry hav~. to repOrt 'to lije personally 
about the target percentage achieved: the iDc~menialvalue and 
also show how much of the'incrCment'~{values have ut>een' achie;~ 
in terms of assets installed and how much are attribu~able to new 
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assets so that on that basis we know how the production which 
was 'X' with the installed assets of 1981 has gone to 'V' with the 
installed assets of 1982. Even that is very unscienti6c method. 
This is all that we can do in the Government because that sort of 
scientific method in terms of high degree model to judge produc-
tivity is not available; and this has been done not only by us but 
by all Administrative Ministries." 

......... So, this is being done for public sector undertakings in all 
Ministries and it is being centrally done by the Bureau of Public 
Enterprise. They collate these figures for all the Ministries and 
submit a final sort of picture to the government so that they give 
a global picture in terms of all the public sector undertakings. to 

1.15 When asked if no attempt had been made to go towards more 
sophistication in productivity measurement the Secretary informed the Commi· 
ttee that the NPC had already selected 8 industries where they were going to 
do those productivity normative studies through interfirm comparison methods. 
They would select a cross sample of units for each category and then possibly 
they would come to an average of productivity sort of measurement activity. 
He informed the Commitee further that in the Central Council of Indu-
stries a decision had been taken that some efforts should be made on a 
tripartite basis to have small productivity organisations which would overlook 
productivity situati0!l. In pursuance of that at the moment a discussion was 
goins on as to whether for these 8 or 9 selected industries tripartite Productity 
Boards should be set up which, in conjunction with NPC, would be able to 
evolve over a period of time certain producti vity neasuremeot econometrics 
and certain productivity norms which could be taken as reference norms 
in order to judge the performoace of an Industry. 

The industries selected for productivity study are :-

1. Cement 
2. Coal 
3. Paper 
4. Fertilizer 
5. Therma1 Power -Generation 
6. Road Transport (Passenger) 
7. Sugar 
8. Heavy Engineering 

1.16 The selection was made on the basis of tbe importance of these 
industries to the economy and feasibility of undertatina unambipous measure-
meat or the following productivity indiges :--

I. Capacuy Utilisation 
1. Boeray Productivity 
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3. Materials Productivity 
4. Labour Productivity 
5. Maintenance Productivity 

Other indices depending upon their significance in specific industries have 
also been included in the Producti vity A wards Scheme. As the productivity 
awards scheme was instituted for the first time by the National Productivity 
Council, the number of industries was kept as eight which was considered 
manageable. 

1.17 The comparison of performance of the units within each industrial 
group will, it has been stated, facilitate :-

1. Analysis and development of data bank for inter-firm comparison. . 
2. Compilation of productivity indices based on individual and multi-

factor basis. 

1.18 The Committee find that no system of measurement of productivity 
iadustry-wise has beea evolved as yet. Ministries which oversee iodatries la 
public aacI private sectors do not ha ve an ~reed index to reflect prodactility. 
Ceatral Statistical Organbation is presently the inain sonrce of data for carryiag 
oUt exercise on productivity measurement but there is time lag of 4 to 5 yean ill 
compilation of such data, the latest data available being for 1977. About 
data compiled by CSO, the Secretary express gra\'c doubts in evidence aad 
wondered if such data really could serve the purpose of productiYity 
measurement. The Committee cannot but deplore a cOlylete lack of system 
of measurement of productivity. 

1.19 The Committee, however, note that receptJy the National Productivity 
. Couacil has sel~ted 8 important industries VlZ. Cement, Coal, Paper, Fertilizers, 
Thermal Power Generation, Road Transport (Passenger), Sugar and Hea.,. 

j,EaglDeering for undertaking "Productivity normative studies through inter-tina 
comparison methods." The Committee understand that there is also a move to 
aet up tripardte productivity Boards for these industrieS. The Committee reco-
.mead that once this system is set in motion, it may be extended to more aad 
,aore industries so that in not too distant a future all tbe major industries are 
Covered. 

C. Promoting Productivity Consciousness 

1.20 The National Productivity CounCil {Headquarters. New Delhi) 
IlDder the Ministry of Industry is concerned with productivity in industry • 

. ~lnis Council is an autonomous body registered as a society. It conducts 
·~.p.t.: .. ·.· ri~u.s training programmes and seminars f~r pr~p.ogating extension ~f pro-
.f!CtIVlty techniques to new areas of economic acuvlty and to populanse new 
:tpncepts of management and productivity. Its role is that of ~ publicist, and 
~) .. 
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in fulfilling this function it undertakes stuJy of units where requested and 
provides suggestions for improvement in productivity and in developing mana-
gement skills. It operates through two regional directorates and three sub-
regional directorates. There are 48 local Productivity Councils associated 
with the National body. 

1.21 It has, however, been represented to the Committee that lack of 
consciousness and non ava ilabiJi1y of productivity techniques are among the 
major constraints in raising productivity. It has been stated that there is 
almost a complete absence of consciousness of productivity in industry. 
Organisations often try to maximise profit regardless of production and 
t>roductivity. 

) .22 It has been suggested to the Committee that to develop awareness 
for improving productivity amongst entrepreneurs, workers, and union leaders, 
publicity measures may have to be undertaken. 

1.23 Describing the role of the National Productivity Council, in pro-
moting consciousness. the representative of NPC stated during· evidence before 
the Committee that NPC was an apex organisation engaged in promotion of 
productivity consciousness in the following broad areas :-

0) through organisation of seminars, taking it at the educational level, 
going to various organisations and agencies, through the composition 
of the Council with 75 members, regional officials and loc:al produc-
tivity colncils. 

(it) Dissemination of productivity knowledge through various publi-
cations. NPC have already brought out about 220 public:atiODl. 

(iii) Training of top management, professionals and technocrats. One 
such area which clicked in sharp focus was eoergy. They have an 
institute at Madras for two years training progromme in enerlYI 
area. 

(iv) By seeking cooperation and involvement of workers in cooperation 
and collaboration with Labour Ministry and feeding them with 
information. 

1.24 Insofar as productivity literature was concerned, the repraeotauve 
of NPC stated during evidence that 'because of very limited resources of the 
NPC. we have not been able to do much', The representative added ;-

HI submit that we set from the Government just Rs. 120 lakbI 
out of which half of the amount i. NOD-Plan and the other hall is ~ 
under the Plan schemes. There arc specified ICbemes which we .... 
have to undertake to show the results there. Therefore, for the 
rest of the resources, we have to mUlter up ounelves by providin. 
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professionalised service to industries. There of course, I must 
mention that· we run exclusive programtre for workers and trade 
unions for which we do not charge any fee. It is a social cause 
which the NPC is taking up. From large industries, we charge 
more and from small scale industries, we charge a very small 
portion." 

1.25 The representative informed the Committee that insofar as produc-
tivity services to the small sector was concerned 75 per cent subsidy was given 
by the State Governme~ts and the rest 25 per cent was charged from small 
industries. In this effort some State Governments had responded favourably 
while others were being persuaded. 

1 26 The representative added that : 
"So far as the local Productivity Councils are concerned, they are 
definitely facing financial difficul ties. Our hon. Minister who is 
the President of the NPC has requested the State Governments to 
give necessary assistance because ultimately whatever is beiDg done 
at the State level will b~nefit the States and. therefore, the State 
Governments must share equal responsibility in the productivity 
movement. This has been an area which has ,ot been app.eciated 
so far and which we have been trying to emphasise. I would sub-
mit that the State Governments and the local Productivity Councils 
also start taking interest, at least a reasonabl¥ good interest, then 
only our efforts at the national level will bear fruit and fructify 
better. Otherwise, the generation of productivity consciousness, 
which is a very massive activity which cannot be merely subserved 
by the NPCor by its 14 regional offices or even by the network of 
48 local Productivity Councils, will not take place. It has to be 
taken up at the State level by various agencies and organisations 
and a massive involvement has to be brought about." 

1.27 When asked if the main constraint was the fund, the representative 
stated '-

"We have to operate within the limited fund we have and that is 
the restricting force for the expansion of our activities. tt 

1.28 When pointed out that there was need to strengthen NPC which was 
the main organisation engaged in. the work of increasing productivity, the 
Secretary expressed the view as follows :-

"This phenomenon of productivity consciousness is a very 
complex phenomenon. It does arise at the stage of growth 
of economy when under environmental pressure you are compelled 
to think in terms of optimising productivity of the different 
factors. We have been able to produce; we have been able to sell ; 
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we have been able to derive a good price. Profits have been made. 
Some part of it has been paid to the government and some has 
been retained. In-sofar as productivity is concerned, a low level of 
equilibrium has reached. You cannot change business any more 
unless you, optimise the productivity aspect of the different pro-
duction factors. This situation is prevailing in the Indian scene 
now. It is now that we come to a stage where we have to produce 
in bu1k. in quality and at a price at which we can sell and also 
export." 

1.29 The Committet' Bote tllat tbe Natioaal ProdDctirity ColIIIdI, aD 
autoDomous body, under tbe l\finistry of Industry is, tbrough its net work of I. 
regioDal otlicft aDd 48 local Productivity Councils, engaged in the promotion of 
productjyity consciousness ia tbe couutry. TIle Committee are CGDCenaed to hd 
dlat tbe COIIDciJ is 'feeling handicapped In DJOYing faster and undertaking ex,.D-
sioD of its activities in this yita) field because of paadty of flUIds. The Committee 
feel tlaat ulliess tbe State Govenuneats exteacJ tbeir wbole hearted cooperadOD, 
etrorts for leoeration of prodacdvi.y coosciousoess in 1be industries caBDOt succeed. 
The Committee would urge that ProducdYity COBDeils should be ptoriclecl witJa 
.... te f.ads to carry OD their activities aimed at raising prodadirity Ie .. 
ia die illdllShies. 

D. Monitoring of Productivity 

) .30 The Department of Industrial dew'elopment has intimated that the 
following industries are reported to have been selected for moniloring pro-
ductivity : - . 

Depu. of Hea .. :r Industry 

1. Commercial Vehicles 
2. Agricultural Tractors 
3. Jeeps 
4. Mopeds and Scooters 
5. Cars 
6. Railway Wagons 

Deporlmenl of Industrial 
Del'cLopment 

I. Cement 
2. News Print 
3, Paper and Paper Boards 
4. Automobile Tyres and Tubes 

7. Public Sector Undertakings under tbe Dep!:. 

Ministry (if Chemicals and Ferti/beTs 
1. Fertilisers 
Deplt. of Steel 

Steel 
Depu. of PetroLeum 
Crude oil and refinery Crude. 
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1.31 The Deptt. of Heavy Industry selected. the industries mentioned in 
the relevant column above for monitoring during the Productivity year 1982. 
The produl-1ion performance of these industries was monitored on a monthly 
basis, with respect to targets and performance in the previous years and was 
sent to the Cabinet Secretariat regularly' every month for monitoring at the 
national level by the Secretaries Committee. 

1.32 Productivity of fertiliser industry is being monitored under Manage-
ment Information System since January, 1979. Under this system, production 
of fertiliser is monitored on weekly, fortnightly, monthly and quarterly basis. 

1.33 Production and Productivity in the steel sector is being monitored 
on a regular basts both at the level of Steel Authority of India and at the 
'Government Level. Depu. of Petroleum is monitoring on a monthly basis 

, the capacity utilisation and production of crude oil and refinery crude. 

1.34 The Committe were informed by the Deptt. of Industrial Develop-
ment that a. control room bas been set up to deal with problems relating to 
production constraints in respect of 20 selected industries which ibcludes basic 
metals, fertiJizers, caustic soda, commercial vehicles, cement ~dustrial 

machinery including machine tools, railway wagons, electric generation; trans-
mission and distribution equipment. 

) .35 When the Committee pointed out that productivity had not picked 
up in all these 20 &elected industries, the Secrelary, Industry stated that the 
control room operation was not expeeted necessariI} to show higher level of 
production in all the 20 industries. But what was cenainJy attempted and 
which had significantly been successful, was that whatever constraints were there 
in terms of infrastructure were removed by direct contact with the agencies COD-

cerned and to that ~xtent the industries were helped to function_ 

1.36 The Committee wanted to know ii apart from the limited arrange-
ment of having control on 20 selected industries, Government followed any 
inter-disciplinary approach in monitoring of productivity. In reply, the 
Secretary, Industrial Development added :-

". -...... -...... -. -... as far as this particular aspect of full utilisation 
of installed assets as also higher production is concerned, 1 would 
like to submit in all humility that complete framework in terms 
of policy, monitoring, implementation and controls has been 
evolved and it is being worked out from day-ta-day under my 
personal supervision. n 

1.37 Aslced, if there was an inter· disciplinary approach in the formu-
lation of policies, fiscal, economic and monetary etc., calculated to step up 
productivity without sacrificing other desirable goals and if so, who was Te9-
ponsible for coordinating the various policy disciplines, the Secretary, Industrial 
Development explained : 
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"You are covering a very vide ground, not only production moni-
toring. As far a~ fiscal. economic and monetary policies are 
concerned, an inter-disciplinary approach in terms of consultation 
is definitely there. Not only that. As you may be aware, the 
Government has recently appointed a small group to go into the 
question of imports which is an inter-disciplinary group, before 
budget policies are framed. The Ministries which are concerned 
with imports are consulted. So, there is an inter· disciplinary 
approach in terms of consultation. But to what extent it is 
institutionalised particularly in matters' of monetary, economic 
and fiscal policies, it is very difficult to say that, because these are 
matters where a certain element of secrecy has to be maintained." 

The witness added : 

"I do not think it is either necessary or desirable to institutionalise 
inter-disciplinary consultation in matters of economic, fiscal and 
monetary policies of the Government." 

1.38 Asked if it was not necessary at least to try to have that inter-
disciplinary type of approach and see wbat results were achieved, the Secretary 
replied : 

uWe consuh them, as rar as physical monitoring and economic 
policies are concerned. But it is not desirable that this inter-
disciplinary consultation should be institutionalised in matters like 
fiscal monitoring and economic policies ; and this decision should 
have a certain element of privacy, secrecy. Otherwise, it can bave 
very serious aberrations." 

1.39 TIle Committee DOte tIaat a coatrol I'0OI8 .... Mea set .p ia the 
Depart .... of iadlllttial Deyelopmeat to deal with problems retadag to procIacdo. 
coastraiDts. Tbey fiacI, boweyer, that this arragemeat for I8OIIItorIaa prodacdrity 
ia a limited alUllher of iadustries had DOt met with IDa sueceII as prod1ldhity 
had DOt iDcreaed ia aU lhe aelec:ted W.tries. TIle aim of coatrol room lD fact 
illimited to remom.a y.rioa co ...... tI wItIa MJalstryt. "t«yeadoD at YaI'IoaI 
Ie.els. WIllIe die Comalttee do coacede * ......... of tIae .. acUaerr of. 
CODtrot room tIaey feel tIIat tills _chi." ... to t.e.... ..... bro ...... to 
cover a larger __ of iadllltries wida a yiew to co,er pad •• "y die COIapiete 
pmut of illdustries for ceatralised IIIOIIitorillc. FIU1IIenaore wIlDe die esildlll 
aaecahuim proNa a framework for "aplemelltatloa of poIida aDd remo ... of 
C4)IIItraiatl iD ,reductioa. as esperieace silo"', it cuaot 10 farellOllP 1 ..... -
toriDa ad adaieriDg llipr proclIIctiYity ia y...... iadllStriea .... 1IIda.0I1I 
.,e ..... emeated by aa iDter-d1adpUaary approadl to tbe fonnladoe 01 poUdes, 
~ ~adc, 1D00000ry de. ealcalated to step .p prodaedyity. Goyen.ea, 
.... ' dlerefore, eoaider tile desirabiUtr of .ubt& .p 01.. later ...... ....., 
,retif for poley lonnIatioll to adaIeYe ,....Ye ........ 
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CRAPfER II 

CAPACITY UTILISATION 

A. Analysis of Under-utilisation of Capacity 

2.1 According to the data furnished by the Ministry of Industry about 
capacity utilisation in 48 industries during the last 5 Years (1978 to 1982), the 
range of capacity utilisation each year was as under :-

Year Number of Industries where capacity utilisation ranged between 

Above 90% 80% to 89% 70% to 79% 60% to 69% SOOIo to 59% Less than ~Io 

1978 7 6 9 11 10 5 
1979 10 8 9 9 8 4 
1980 ·13 S 9 7 9 5 
1981 J1 4 14 8 6 5 
1982 9 7 12 11 4 5 

2.2 The following industries achieved more than 90~~ capacity utilisation 
during each year of the five year period : 

IndustlY J978 1979 1980 J981 1982 

J. Beer 92.42 121.0 117.5 124.5 132.8 
2. Soaps 140.2 128.2 1492 142.6 96.5 
3. Tooth Pule 25761 241.2 277.3 319.0 276.3 
4. Tooth Powder 214.6 246.7 338.3 340.0 315.5 

2.3 While aforesaid consumer industries worked in excess of their 
installed capacity, the capacity utilisation showed a downward trend in the case 
of following basic industries :-

Industry 1978 1979 1980 198/ 1982 -.. --.-.-----.-- .- .-'_.-.. ' -' ...... _- ---.----.---- .. --.--.--"' .. --------~----.-.-- ---------------
1 2 3 4 5 6 

1. Cmtal 22.28 24.09 26.29 29.25 30.28 
(Million Tonnes) 
Utilisation 88 76 69 7J 75 
2. Zinc 
Capacity 92.0 92.0 92.t: 92.0 92.0 
(Thousand Tonn\!s) 
Utilisation 64 69 47 62 51 
J. Nltro~ 

Cl!pacily 3028 3259 3891 4575 4719 

13 
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1 ~ 3 4 6 - • 

(Thousand Tonnn) 
Utilisation 69.0 11.2 26.2 S:?8 66.9 

4. Plttuplttltk 
Capacity 91S 1080 1230 1282 1408 

(1bousand Tonnes) 
Utilisation 13 8O.S 61.3 65.9 61.4 

5. BHe (Ta) 
Capacity 31.9 31.9 31.9 31.9 31.9 
(Thousand Metric) 
Utilisation 84 18 90 1S 11 

6. D.D.T. 
Capacity 4.2 4.2 4.2 4.2 4.2 
(Thousand Metric 

Tonnes) 
U! ilisation 100 100 100 91 15 

(over) (over) (over) 

.2.4 As regards the industries engaged in manufacture of vehicles, the 
position is that capacity utilisation has. improved in the case of Commercial 
Vehicles from 65.18% in 1978 to 65.8% in 1932, cars from 66.08~o in 1978 to 
80.45% in 1982, Jeeps from 84.69% in 1978 to 100% in 1981 1nd 1982, Motor 
CyclesjScooters from 75.28% in 1978 to 91.4~~ in 1982, Mopeds from 54.08% 
to 100% in 1980, 1981 and 1982, three wheelers frOlQ 66.03/~ in 1978 to 9~.73% 
in 1982. The capacity utilisation in respect of Tractors and Diesel Engines has, 
however declined-after recording some improvement in cenain years as per 
details given below :-

1978 1979 1980 1981 J981 

TrDClO'~ 
Capacit) 58.9 61-' 10.0 90.0 90.0 
(Thousand Nos) 
Utilisation 90.06 91.8 96.61 93.68 7S.83 

Diesel £lwiMs 
Capacity 337.0 313.3 313.3 313.3 313.3 
(Thousand Nos) 
Utilisation 41.59 46.2S ~.33 ".17 $0,63 
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2.5 In the following industries capacity utilisation was less than 50% in 
the years mentioned against each :-

Industry 1978 1979 1980 1981 1982 

1. Rubber Machinery 
Capacity 1500 1500 1500 1900 1900 
(Rs in lakhs) 
Utilisation (in %) 52.6 40.2 50.0 S4.o 49.0 

2. Sugar MachiMry 
Capacity 51.8 51.8 53.0 57.0 N.A. 
(R,. in crores) 
Utilisation (in %) 642 61.7 45.9 48.9 N.A. 

3. Diuel Enginee 
Capacity 337.0- 313.3 313.3 313.3 313.3 

(Thousand Nos) 
Utilisation (in %) 41.59 46.25 56.33 56.17 SO.63 

4. Mining Machinery 
Capacity 4000 4000 4000 4500 SOOO 
(Rs. in lakhs) 
Utilisation (in %) 42.5 56.3 . 75.0 78.0 78.0 

5. Road Rollers 
Capacity 1500 1500 1500 1500 1500 
(in Nos.) 
UtiJjsation (in %) 44.66 54.26 62.4 69.8 72.0 -

2.6 The Committee wanted to know whether reasons for under-utilisation 
of capacity have been analysed. In reply, the Minister of Industry have, in a 
note, intimated that in the 20 industries where capacity utilisation has been 
analysed by them the reasons were as under :-

(a) Energy Constraints (Power/Coal) 
1. Aluminium, 2. Lead, 3_ Cement. 

(b) Sluggishness in demand of shift in Customer's preference 
l. BHC (Tech), 2. DDT, 3. Industrial Explosives, 4. Viscose Tyre 

Cord. 5. Viscose Filament Yarn, 6. PVC Resins, 7. Polystyrene 
8. Synthetic Rubber. 

(c) Lack of orders particularly from State Electricity Board 
1. Power and Distribution Transformers. 
2. Transmission Towers, 

(d, Increased Contribution from Small Scale Industri~s Sector. 
I. Bicycle Tyres, 2. PVCfVIR Cables, 3. Rubber Footwear 
4. Sweinl Machines. S. Structural Fabrication. 
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2.7 Asked to what extent each factor had been responsible for under 
utilisation of capacities in these 20 industries, the Ministry of Industry explained 
in a Note that :-

"Capacity utilisation is a function of variety of factors and it would 
be difficult to attribute to what extent each of them have contribut-
ed towards lower utilisation. Broadly speaking, the causative fact-
ors for low capacity utilisation relate to infra·structural constra-
ints viz. shortage of power or coal. transportation, sluggishness 
in demand, inad~uate credit, increased contribution by small scale 
sector and industrial relations. Certain industries where produc-
tive capacities have recently been established, it would take some 
time before they could achieve optimum utilisation of the said capa-
cities. which in turn, would indicate a l.:>wer capacity utilisation 
while production has in fact increased". 

2.8 The Committee pointed OUt that if there was under-utilisation of cap a-
city in tractor manufacturing industry, it would lead to scarcity conditions, 
push up its price, and adversely affect poor farmers. In reply the Secretary 
industrial Development explained that ~ 

"You have to approach from two sides. One is to reduce the cost 
of the tractor and second is.to expand the volume of buyers' credit. 
On both sides we are considering. As far as reducing tbe excise 
duty is conccrned~ an exercise will be done before tbe Budget. As 
fOT as expanding the volume of buyers credit is concerned. we have 
moved the maner and it has been accepted by Reserve Bank. You 
have seen the new credit policy of 25th October. )n the buyer's 
credit, the marging which has to be provided by the buyer, all have 
been settled and the tractors have started moving", 

2.9 Asked if there was any proposal to remove the elcise duty on trac-
tors, the witness stated that several questions regarding the extent to which the 
excise duty should be modulated, reduced or enhanced were being considered. 

2.10 Regarding availability of spare parts of those models of tractors 
which \\ere rio longer being produced the Secrl![ary. Industrial Development 
assured the Committee during evidence that the tra,'tor was properly serviced 
during its life time. 

1.11 As wouhl be IeeII Irem the data lurnhlletl to the Committee I. respect 
of 48 iadamiea tile capacity utilisati08 was 1e51 tIta. 70 per ceat In 10 iadllltria 
....... 1981 u a,aiast 19 industries darilll 1981. Ia the cue 01 buk Jadastria 
De eeaIeIIt, zIIIc aad fertilizers distioct dowDward treads are IICJtbd eompared to 
SOBle earlier years. Dowoward treod is also seea io case 01 traao.... sa •• larl)' 
.. eaIIe of ladastria like I'1IbMr macbinery, sugar madaiaery aad Dinel nat--. 
capKlt)' utiJisatioa bas beeo poor belog just arouDd SO per teal" aU tIIese CIIII. 
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What concerns the COIDDlittee il tbat oosatisfactory or poor perforlDSKe is BOtIc-
ed In the basic and machinery industries which have a vital bearing on tile ecoDOIIIJ 
of the country. The COlDmittee would, therefore. urge GoYeanmeat to look iato 
the demand and proouction constraints in regard to fuller utilisation of capacities 
In these Industries aad initiate lDeasures to atleast bait the dowa".d tread. 

B. Infrastructural Gap1 

2.12 It was stated in the Industrial Policy statement made by the Minister 
of State for Industry in July, 1980 that: (i) "first task before us is the revival 
of the economy which is presently inhibited by infrastructural gaps and in ade-
quacies in performance. This put the economy into a vicious cycle of shortages 
of major industrial inputs like energy, transport and coal. To normalise the 
situation, Government are working on war footing to break this vicious circle 
and to put the economy again on its feet". (ii) "Such industrial processetl 
and technologies as would aim at optim:ll utilisation of energy or the exploitat-
ion of alternative sources of e~ergy, wouJd be given special assistance, including 
finance on con~sional terms." 

2.13 In the statement made by the Min ister of Industry in Rajya Sabha 
during the last session he stated that loss in industrial production due to power 
shortage in 1980-81 was estimated to be Rs. 2500 crores as against Rs. 400 
crores in 1978-79 and 2000 cro -es in 1979-80. 

2.14 A statement showing the total installed capacity, anticipated require-
ment, actual generation, and plant load factor during the last five years, 
furnished by the Department of Industrial Development is given below :-

Year Capacity 

1978-19 26064 
191')-80 26948 
1980-81 29533 
1981·82 31535 
1982-83 3~815 

(April. January) 

Requirement 

'08~3S 

125472 
121325 
131000 
12C448 

ActuaJ Genera-
tion (GWH' 

103328 
105532 
111512 
122915 
109721 

PLF% 

48.4 
44.1 

44.6 
46.8 

49.0 

2.15 It has been stated in a note that the utilisation of capacity in 
thermal power stations has been showing a deteriorating trend since 1976-77 
and the PLF of thermal power stations declined from about 56 per cent in 
1976-77 to 44.7 'per cent in 1979-80. This deterioration in the utilisation of 
capacity in th.!rmal power stations has been the major contributing factor to 
the power shorta~ experienced ill the country during the last 5 year~. 
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2.16 Department to Industrial Development intimated. in a note, that 
some of the factors responsible for low capacity utilisation in power sector are 
stated to be : . 

1. Increase in proportion of indigenously built equipment which has 
been taking longer time to stabilize. 

2. I:ac~ of quality control in manufacture, installation and commis-
slODlng. 

3. Inadequate standard of maintenance and lack of availability of exper-
tise in the country for larger units. 

4. Unsatisfactory performance of indigenous manufacturers in supply 
of spares in time and as per desir :d quality . 

. 5. The quality of coal made available to the power stations does not 
correspond to the design of the boilers. 

6. Shortfall in generation du~ to backing down on account of non-avai· 
lability of stock of coat at thermal power stations. 

7. Other internal and external operational bottlenecks like grid condition 
and load pattern etc. resulting in lower PLF. 

8. Apart from tbe factors mentioned above one of the main reasons 
responsible for deterioration in the PLF of thermal power stations 
during the last couple of years has been the inadequate preventive 
maintenance and frequent failure to maintain major items of equip-
ment such as boilders, turbines and gener.:tors eventually resulting in 
planned outages and lower plant availability. 

2.17 The Ministry bave, in a note~ stated that there are a number of 
changes that can be undertaken in industries like replacement of inefficient 
boilers, installation of waste heat recovery devices, improvement of steam con-
densate recovery systems, co-generation systems. etc., which could lead to grea-
ter efficiency in utilisation of energy in industries. These changes. however. 
involve considerable capital investment on tbe pan of the industrial units. A 
scheme for granting loans for financing replacement of boilers has a!ready been 
drawn up. It is, however, considered that certain fiscal incentives would also 
have to be given to encourage industries to instal such energy saving systems. 
The Bureau of Industrial Costs and Prices. which had examined this, have made 
some suggestions_ The suggestionrs of Blep are being examined by the Ministry 
of Energy in consultation with the Ministry of Finance and concerned Technical 
Authorities. 

2.18 A leading L.lJamber of Commerce and Industry has stated in its • memorandum- tbat uCoalproduction has of late increased and the performance 
of railways in terms of freight movement has also impro\'ed but despite all efforts 
by Government, power continues (0 be the main constraint to bi,her capacity 
utilisation and increased productivity. The problem i. endemk in certain partl 
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of the country as in the eastern region. Apart form low capacity utilisation 
of power generating plants, management and maintenance- problems persist 
leading to forced outages, frequent tube leakage and erratic Joadsheddiog. 
Operation and maintenance of high capacity thermal plants need constant care 
and technical support and therefore it is worth considering whether technical 
cells should be set up by the CEA in various regions to give advice and guid-
ance to the State Electricity Boards. Moreover, in view of the continuing short-
fall in power, the higher capacity utilisation industry cannot be achieved without 
the support of captive generating sets. 

2.19 Clearance for a tOlal of 1607 MW of capth-e power is stated to have 
been accorded since the beginning of the Sixth Five Year PJan. Explaining the 
policy of Government about captive Power generation~ Department of Industrial 
Development has stated that the present policy of the Government does not 
pre-clude the possibility of captive power generating sets being instaJled by 
various indu~tries. The existing policy in respect of captive power plants is as 
follows :-

(1) Industries where process steam is required or where waste heat is 
available captive generation capacity is encouraged in accordance 
with the "Tot21 Energy Concept" and sanction for such schemes is 
accorded by the Ministry of Energy (Department of Power). 

(2) Industries which require stand by diesel generating set are free to 
instal these sets as necessary but import of diesel generating sets 
would be processc!d in accordance with the prescribed rules and pro-
cedures. 

2.20 A non-official organisation stated during evidence that :-
liThe planning exercises provide the proper match. als~ with regard 
to the availability of infrastructural facilities. They also estimate 
what level of investment would be required in order to make this 
matched availability possible. Matching is not a problem. The 
problem consists in the infrastructure falling behind what has been 
planned for. 

I think in the power sector there is need for doing almost every-
thing that one can think of; it is not merely a qlestion of putting in 
more investment; it is a question of organising the whole sector in a 
better way. Many reports have been written on this sector and show 
that its efficiency is low. There is a policy involvement here which 
makes the functioning of electricity boards less efficient. There is a 
question of wastage of power, pilferage of power and so on. But the 
basic question is of management for which we must make a begin-
nina·" 
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2.21 The representative of the Department of Industrial Development 
stated during evidence that :-

" ...... we r.ot only have an interlinked planning between industrial 
inputs and transport but, as a matter of facl, that is being monitored 
at the highest level. There is a Cabinet Sub-Committee on Infrast· 
ructure which monitors the production and distribution of the 
essential infrastructures from month to month. Whether it is power, 
coal or transport, that is monitored by that sub-Committee. There 
is not only a Plan target of production in each sector but there is a 
also a monitoring system in terms of which the optimisation of pro-
duction can be effected When it is a question of coal, the coal 
linkages with transport are worked out from coalfield to coal-field. 
For example, the allotment of wagons for eastern coal fields, for 
Singreni coalfields are all worked out in precise details on a daily 
basis, from month to month." 

2.22 The Industrial Policy Statement of July, 1980 bad ackaowleclpd die 
fact that our economy is "prese.fly inhibited by infrastructure ,aps and inadequa-
cies iD performance." It was stated that to DOrmali- the situation, Government 
are workiag 00 "war footing." The Committee were iafonaecl in evicleace that there 
is DOW a Cabinet sub-Committee on infrastructure which IDOIlitors tile prodacdoa 
.... dimibation of the essential infrastructure, viz. Power, Coal or Trusport. It, 
is, however, a matter of concern that power situatioa coatinues to be eritieal, If 
DOt grave. The Plant Load Factor whicb is aD index of e .. paclty IIti.lisatio8 ia die 
power sedor shows a deteriorating trend. Tbe PLF of tbenaal power _dollS has 
dediDed from about 56 per cent in 1976-77 to 46.8 per cent ia 1981-81. TIlls 
deterioratioD in the utilisation of capacity in thermal power statioas has been die 
major contributing factor to the power shortage experienced i.a tbe COUIItry dariaa 
the last five years. Needl~s to point out that tlu. results in coIOIDI wutqe of 
•• estmeats in this sector as also in consequeat production losses ill die Iadustrial 
Sector. The loss in industrial prociuctioa due to power aboFtaae iD 198 .. -81. 
estimated to be Rs. 2,500 crores as alaiast as. 400 erorea iD 1978-79 .... 
... 1,000 crore! in 1979-80. The Committee, therefore, are of the co.idered rietr 
that aotIIiDg short of a total reorient.tioe of the policies uti proan..... a'Med 
at optimal atiJisation of capacity of power pluts aad exploit.doD of alterudye 
sources of energy would help improve our economy. 

1.23 The Committee have already examlaed the ,,"jeet in Ireat detail ... 
~ their 13tb Report (1980-81) on geaeratiOD of Power aad made a __ 
or recotameDCIations. They are cODfideDt that Jmplemeatatioa of daeIe rtcOI8IDeII-
tIatieas wOllld belp in administerial the power aedor iD a better way. 

C. Lack of Demand 

2.24 A.s ~lready stated, 8 industries have ~n facing sluggishness in 
demand or shift In customer'S preference. Th~se are (i) BHe (Tech), (ii) D.D.T. 
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(iii) Indu~trial Explosives (iv) Viscose Tyre Cord (v) Viscose Filament Yarn 
(vi) pce Resins (vii) Polystyrene (viii) Synthetic Rubber. 

2.25 The Committee enquired whether wherever diversification was 
possible it was being al1owed. The Secretary, Industry admitted that diversifica-
tion was certainly a method to mitigate the demand factor, which might arise 
in the economy from time to time. He claimed that since 1975, till date most 
wide flung diversification had been allowed by Government of India. He stated 
that there was no area where no diversification was being allowed. He added 
that there was hardly any possibility of extending this diversification scheme at 
an because practically the entire gamut had been covered. 

2.26 Asked if demand constraint could not be eased by maximising 
exports. The Secretary, Industry stated that continuous efforts to set up facili-
ties for exports were going on. 

1.27 It has been reported that capacity under-utilisation in 8 industries, 
aamely DHC (Tech), DDT, Industrial Explflsive5, Viscose Tyre Cord, Viscose 
Filament Yarn, PVC Resins, Polystyrene and Synthetic Rubber is due to sluggish-
ness of demand, There are two ways to fight this trend, viz. diversificadon and 
export. The Secretary, Department of Industrial Development pointed out that 

;; Government bad been so liberal in allowing diversification that hardly any area 
~ bad been left out. As regards exports, be stated that it was a continuous process. 

'The Committee recommend that reasons for recession in these 8 industries may 
be probed further and suitable remedial measures takeD. 

D. Protectionist Policies 

'1.28 A view bas been expressed before the Committee that over two or 
three 1iecades forces conductive to increase in productivity in India have been 
weak in operation. Often policies of Government led to protect the weak and 
shield the inefficient. A sheltered market is the result of protectionist policies. 
As a result ill monopolistic public sector corporations, automobile industry and . 
several others, we have obsolete products, inefficient processes, complacent 
management consistently preserving sellers market which breeds nothing but 
low productivity, inflation and unemployment. 

2.29 It has been added that today when Government has taken a decision 
towards more liberal or less restrictive policies. the steps taken are hesitant and 
halting. and industry is found to be unprepared to confront the consequences 
of liberalisation and continues to turn to Governmc:nt for help. instead of 
looking inwards t) find a new approach to deal with changing environment. 

230 The Secretary, Industry made the following observation in this 
. regard during evidence : 
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"Y ou are opening up the Indian economy to progressive imports, 
progressive compe~ition so that there can be greater technological 
deve10pment, greater accent on productivity and greater accent on 
cost consciousness. But this cannot be done aU in one stroke 
because our entire industrial fahric \\ ill collapse. That being so, 
the Government has been foHowing a progressive and very weJl· 
considered policy of exposing the Indian industry to tacit competi-
tion on a se1ective. discriminatory and calculated basis ......... our 
policy is a part of the economic policy which is governed by 
declared socio-economic objectives and therefore it is not possible 
for us to have policy of laisez-faire or total open policy to import. 
At the same time, we are doing it progressively not at the cost of-
or not at the grievous cost of the local industry. As a matter of 
fact Government has appointed a high-powered group of officers 
to go into the question as to in what manner import liberalisation 
ha~ affected local production and whether we should raise tbe 
tariff barrier or we should exclude imports so tbat our industries 
can function. n 

2.31 The Committee pointed out that if the cost of Steel and cement -
continue to be Rs. 5,000 per tonne and Rs. 70 per bag respectively, not a single 
person would be for able to build even a small house. Keeping in view the 
economic conditions in the country and the prevailing per capita income of the 
people, the prices of scarce items like steel and cement, whjch were required by 
the common man had to be far lower so that they could make use of them :-

2.32 The Secretary, Industry stated that :-
"As far as cement and steel are concerned, the cost of cement in 
India is lower than the import price. That is tbe reason why 
despite the fact that anybody is free to import it. there is ne rush 
for import of cement. As far as steel is concerned, we have bteD 
having continuous meetings and today the position is such that the 
Steel Ministry tells us that they wiU be ab\e to offer \0 1\EP bo\dcn 
as also those who are eligible for advance licensing for export, 
steel 'ttms at international prices. As far as cement is concerned, 
they are free to import; tbere is no restriction. As far as steel 
is concerned, even assuming that our JocaJ prices are higher, J 
would certainly ~ay that if we have to develop our steel industry 
which we must. not only as a matter of developing the industrial 
infrastructure but as a matter of giving primary strength, we must 
develop our capability in steel.·' 

1.33 The Committee DOte that Government 10 far have rtPdy fellowed .. 
at ..... .,ps oada In regard to eXpmADR Iadllel108l lad_try to eompdltloa fl'OlD 
• f '.. We are DOW ha., Judastrlel. lOUIe of wIaJda exdllllYely III die .... 
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Sector, spread allover the country producing a variety of goods of varyiag 
qualities. This has, however, also created a sense of complacency at least iD 
certain industries where there is virtually no competition both from withia a. 
outside. Costs and efficiencies have consequently been affected adversely. Auto-
mobile is an ontstanding example of this state of affairs. No worthwhile progress 
is seen in. automobile industry in the matters of quality or design for the last 
3 decades wbIIe costs have gone Dp considerably. The Committee feel that there 
Is greater need to selectively relax the industrial economic and fiscal polkies 
graduaDy in non-strategic sectors so that at least in the long run the economy c:u 
derive the Lenefits of international competition and within the country there is 
healthy competition between the public and private sectors. 

E. Imports Affecting Productivity 

2.34 The Committee have been informed that availability position of 
Soda Ash has changed from shortage to comfortable supply. This has been the 
result of various measures taken by the Government. During the year 1981-82 
there was a distinct improvement in production. Capacity utilisation increased 
from 81 % in 1980-81 to 91 % in 1981-82. However, during the current year 
1982-83 production is adversely affected due to accumulation of stocks with the 
manufacturers. stocks have accumulated with the manufacturers including 
their depots to the tune of about 80,000 tonnes in June. 1982. 

2.35 It has been stated on behalf of an organisation of Chambers of 
Commerce and Industry in this connection that in the case of an item like soda 
ash, where we have enough of indigenous production which we cannot dispose 
of within our own country, other countries faced with recessionery trends are 
permitted to dump it into our country at prices 50 per ceo. lower than Indian 
cost. Similarly imports have affected other indjgenous industries like steeJ, 
Aluminium and polyster fibre. 

2.36 The Secretary. Ind ustry stated during evidence that there were four 
units in the country manufacturing soda ash in the country and between the 
requirement and production of soda ash there was certain gap. He added that 
soda ash was one of the items which was used by a large number of silica 
manufacturers in the small scale sector and also dobhis. This was also used 
extensively by large number of people belonging to weaker sections. He stated 
that price of soda ash price had been for some time going up for a variety of 
reasons. There had, therefore, been a substantial demand that soda ash which 
was available abroad more cheaply and when particularly this had been used by 
weaker sections of people, should be allowed to be imported. The Secrcwy 
pointed out that "Government had adopted import as a route to price stab-
ilisation." He reiterated the Government's resolve not to allow the soda ash 
manufacturers to raise their prices. The policy of Government, he informed the 
Committee, was to keep the price of imported Soda Ash 10% lower than the 
local prices so that there was an incentive to reduce the price to that level. 
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2.31 In a note furnished after evidence, Department of Industrial 
Development intimated that demand, installed capacity, production and inpu ( 
of soda ash during the last three years had been as follows : 

1979-80 
19~1 

1981-82 

Demand 

620 
640 
690 

Installed 
capacity 

618 
680 
680 

Prods. Impot'( 

542 81 
558 116 
632 . NA 

2.38 Production during January-September, 1982 was of the order of 
159000 tonnes against a capacity of 325000 tonnes which works out to 49 per 
cent of capacity. 

2.39 The objKtive of keeping prices of imported Soda Ash at 10«J~ lolter thaa 
tile local price so that there was an incentive to reduce tbe price to that level parti-
cularly when this commodity was being nsed by weaker sections (:f the people 1tU 

laudable. The Committee are, however, coacemed at a coasiderable fall in tile IDdI-
geDOUS capacity utilisation from 940/~, in 1981 to 49~i~ la Jaauary-SepteqaIJer, 1982. 
They would, therefore. urge Government to examlae the matter Ia tIds eeotext 
... also easure tbat this opportuaity is not atilisecl by foreiga compaoies to damp 
their excess production iato tbis cooatry to the detriment of local industry. Other 
iDtIigettOBS iadostries Uke steel, aluminium aDd polyster fibre are also reported to 
bYe mtfered from this policy of GovenuneDt. GovefDmeot "oa'd do well to 
review tlaeir import policy in respect of these industries as well. 

F. Go vernment Regulations 

2.40 Indian Institute of Public Administration has stated in its memo-
randum that Government regulations like MRTP, IDRA, Licencing, FERA, 
Factory Act etc have grown very large in number. They have their own social 
and other objectives. However, in their implementation it is observed that 
productivity gets adversely affected. 

2.41 It has been suggested that like the modification in Licencing policy 
announced on 21 April, 1982, Government should re·examine its all other 
regulations and revise them, if necessary. to reduce constraints on productivity. 

2.42 Asked if Government considered that a review of the existing 
reguleliom. was desirable in the context of the need to enhance productivity, 
the Secretary, Industry stated during evidence that as far as MRTP was concer-
ned some very important amendments had been worked out in the monoplies 
law, which had been passed by Parliament, in terms of which substautial 
expansion, not amounting to more 'ban 25 per cent new investment, had been 
exempted. This would also include replacement and modernisation. The 
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definition of 'dominance' had been substantially chaRged; a new se:t:ion had 
been introduced in terms of which Government .would notify some national 
priority industries, which might be exempt from the operation of the MRTP 
Act. 

2.43 As far as FER A was concerned, the representative statell that those 
companies which reduced their foreign equity upto 50 per cent were allowed to 
stay on. Therefore, the FERA regulations per se were not active. That being 
so, MRTPt licensing and FERA were all under extremely careful scrutiny, and 
they had all been modified progressively, in order to see that they did not ad 
as a constraint on production. 

2.44 As regards the question of Factories Act impairing productivity, the 
representative of the Labour Ministry observed that the Factories Act, on the 
other hand was supposed to provide better working conditions for labour, and 
therefore should contribute to productivity. Even otherwise, the Act was 
designed for the welfare of the workers. Productivity could not be at the cost 
of the workers, he added. As to the observation that wilh all these restric-
tions, when an entrepreneur wanted to start an industry, he had to make more 
than 60 applications; the Secretary stated that only 23 applications were re-
quired to be filed and these were being consolidated into 10 or 11. 

2.45 Asked if issue of letters of intent took an unduly long time, the 
representative claimed that :-

"I do not want to comment about last year. Today a letter or 
intent for a non-MRTP company did not take more than 60 to 
90 days." 

2.46 The Committee recommend that a critical revi~w may be undertakea 
, ill the context of the accent on improving Productivity to see if any provisions of , 
" MRfP, IDRA, FERA, etc. aad the rules or regulations made by Govemmeat 

there UDder bad acted as a constraint 00 productivity, and if so, to what extent; 
and in the light of such a study, the relevaDt provisions may be suitably modified 

f without sacrificing. the essential socio·ecoDomic objectives underlying these 
i regulations. 

G. Regularisation of Excess Capacity 
2.47 In the context of 1982 being declared as 'Productivity Year', 

Government have announced a Scheme for increased utilisation of installed 
capacity. The salient features of the scheme are as follows: , 

l. (a) All Industrial units wishing to avail of the scheme should report t their best producti~n in the five financial years ending and including 
~ 1981-82. On receIpt and scrutiny of such production data, where 
[ production plus 1/3rd thereof in any year is higher than the licensed 
t capacity plus 25 %. capacity shall be re-endorsed on the licence to the 
I extent of best production achieved plus 1/3rd thereof. 
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(b) In case production of units is higher than the capacity thus re-endors-
ed, they would be free to submit their licences for further re-endorse-
ment on 31-3-1983 whereupon the capacity would be further enhanced 
on the basis of best production on 31.3.1983 plus l/Jrd thereof. 

(c) The facilities mentioned in (a) and (b) above are not available to :-
(i) Industries reserved for the small scale sector. 

(ii) Industries which are subj(ct to special regulation and licensing 
because of shortage of raw material as also structural policies 
of the Government as in the case of vanaspati, milk: food etc. 

(iii) Pesticide formulation. 

(d) AU applicGt!ons for re-endorsement of capacity in respect of non-
MRTP and non-FERA companies will be received in the Secretariat 
for Industrial Approvals and enhanced capacity will be re-endorsed 
within fifteen days of receipt of the application. 

(e) Applications from MRTP/FERA compnies will be received and 
disposed of by the administrative Ministries. The decision in each 
case would be taken on the recommendation of a Task Force, with 
a representative of the Department of Company Affairs within one 
month of receipt of the application. 

(f) For MRTP jFERA companies, the facilities mentioned in (a) and (b) 
above will only be available in relation to items meluded in Appendix-
I to the Press Note of February, 1973 subject to the further condition 
that in the case of a dominant undertaking, if as a result of higher 
production their dominance wi)) increase further, such re-endorse-
ment will not be permitted. 

<I) Tbese facilities will also be applicable to the drugs and pharmaceuti. 
cals industry subject to tbe conditions stipulatf"d in the Drug Policy 
(Press Note dated October 17, 1981). 

(h) All units will be freely allowed to add balancing equipment subject to 
the condition that it does not result in increase in capacity by more 
than 25°;,. 

(i) On endorsement of enhanced capadties as above, units will be per-
mitted to produce 25:"~ in excess of such re-endorsed capacity. They 
will also be eligible to avail of tbe 25% automatic growth on the re-
endorsed capacity. 

(j) Application for re-endorsement of capacity as on 31.3.1982 shall be 
submitted to SIA in respect of non- '1RTP and non-FERA companies 
and to the administrative Ministries in the case of MRTP and FERA 
companies, latest by 30th June, 1982. 

2A8 The policy statement says that scheme will be subject to review ODe 
year afler it is put into effect. 
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2.49 It has been represented to the Committee in a number of memo-
randa that automatic expansion of capacity v. hich is r; ow restricted to 34 
industries should be allowed to every industry and in any event this facility 
should be available in re~pect of industries, the products of which are in sbort 
supply and the demand for which could not be fully met. 

2.50 The scheme for regularisation of excess capacity is subject to t{view 
one year after it is put into effect. It has been represented to the Committee 
tbat this concession should be granted for a minimum period of three years 
instead of one year as has been proposed. Unless there is an element of con-
tinuity, entrepreneurs wi11 not be induced to maximise their production, parti-
cularly, where there are so many contraints in achieving higber production. 

2.51 The Secretary, Industry Slated during evidence in this connection :-
"The Government's reaction is very positive. Even today it is 
available upto 31.3.1983. It is valid really for three years. If, 
after 31.3.1983 we find that there is 4. substantial response to it, 
certainly the Government will be prepared to extend it." 

2.52 Up to 30 June, 1982 which was the last date for submitting appli-
cations for re-endorsement of capacity 192 applications were received and 
disposed of. From the MRTP Houses, 40 applications had been received 
out of which 28 been ali owed, 5 bad been sent back to the Administrative 
Ministry for reconsideration, four were under consideration and three had heen 
rejected 

2.53 It has been represented to the Committee that the benefit of the 
scheme could not be availed of in view of coal and power shortage in V.P. 
During evidence also it was pointed out that some States did Dot enjoy the 
natural benefits. Those States where the energy resources were easily available 
could avail of this Scheme. Asked if these factors had been taken into con-
sideration, the representative of the Ministry stated :-

"1 his is the inherent infrastructure and of course there are some 
other factors. From State to State they do vary. But they do 
not vary uniformly; over a period of five years. The question is, 
we have given them a 5 year period. While a unit in a particular 
State may go on the ba sis 0 f the production in 1981-82, it was a 
different matter with another unit." 

2.54 The incentive announced by Government by way of endorsing in 
the licence tbe higher capacity level t· ver and above the best production of a unit 
daring tbe last 5 years and furtber- re-endorsement of enhanced capacities at the 
end of March, 1983, though welcome, have not been able to attract a sigaificant 
response. 1 his is because· the scheme suffers from a number of deficiencies. 
First, the scheme of automadc expansion is at present restricted to 34 industries. 
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No specific reasons ba ve been assigned for this restriction. Secondly, the scheme 
!telag restricted to one year lacks a sease of continuity wblcb inhabits the 
cadlllSiasm on tbe part of industrial units to avail themselves of this facility. 
Thirdly, aDd most important, for want of adequate infrastructure, it will be 
extremely dimcult for all the industrial units to make the best of tbis offer. In 
some States like U.P. tbe industrial units have not avaUed of tbe benefit of tbe 
sdaeme 011 account of persistent shortage of power aod coal. While the Committee 
would urge Government to review tbe scbeme in the ligbt of tbe aforesaid 
deficiencies, they would strongly recommead specifically to relax, if not remove, the 
coodition of limiting the scheme to only 34 iadustries. The Committee see no 
reason for disagreeing to the suggestion that it should be exteaded atleast to such 
iodustries where shortage in respect of related commodities exist. They would, 
therefore expect Government to review the scbeme from tbis angle aad allow 
automatic expaasions in aU such cases. 

The Committee would suggest further that in all applicatioas under auto-
matie expansion scheme. due coRsideration should be given to l41ck of infrastruc· 
tare facilities in specific areas so Cbat the units do not stand to lose due to reasons 
beyoad the control of the onits compared to those which are better placed in this 
respect. 



CHAPTER HI 
LABOUR PRODUCTIVITY 

A. Labour Productivity 

3.1 A sta tement showing the growth rate of indices of labour productivity 
in the mining and manufacturing sectors expressed as per cent per annum 
during 1951-52 to 1975-76 furnished by the Department of Industrial Develop-
ment is given below: 

Manufacturing Sector 

Food 
Beverages and tobacoo 
Textiles 
Leather aDd Leather Products including 
footwear 
Wood & Wood Products including furniture 
and fixtures 
Paper and Paper products, including printing 
and publishing 
Rubber and rubber products including 
products for petroleum and coal 
Chemical and chemical products 
Non-metallic mineral products 
Basil metal industries 
Metal products except machinery and 
transport equipment 
Machinery except electrical machinery 
Transport equipment 
Electncal machinery 
Miscellaneous industries 
Electricity, gas & Water supply 
Total Manufacturing Sector 
Gross value added (total manufacturing sector) 

29 

1951-52 to 1975-76 

Net value added per 
employee 

0.41 
2.22 
0.31 

(- )1.81 

1.30 

1.10 

1.74 
1.23 
1.47 
0.71 

(-)0.45 
3.49 
1.01 
1.48 
4.25 
2.70 
1.34 
1.44 
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Mining Sector 
--------------------------------------

Coal and lignite 
Iron Ore 
Manganese Ore. 
Copper 
Gold 
Limestone 
Mica 
Other minor mines 
Total mining sector 

Coal and lignite 
Others 
Total Mining sector 

Coal and lignite 
Others 
Total mining sector 

Gro.~s value of output 

1.37 
3.08 
2.04 
0.75 

(-)0.52 
1.88 
0.61 
3.13 
1.92 

Gross value added 
1.99 
4.11 
2.68 

Net value added 
1.34 
258 
1.80 

---.----------------------
3.2 The Committee have been informed that labour productivity in the 

total manufacturing sector has grov.-n at tbe rate of about 2 per cent per annum 
during the'period 1960-77. However, available data indic.ates that the rate of 
growth in labour productivity fell from' 2.7 per cent in 1960-65 to 1.36 per 
cent during 1970-76. 

3,3 Asked what specific reasons could be assigned to the fall in produc-
tivity of labour during the period 1970-76, the representative of the Ministry of 
Labour stated during evidence that the productivity varied according to the 
sectors and more so according to the enterprises. Several factors were involved 
which affected productivity. 

3.4 The Central Statical Organisation had conducted a study of 20 
industries where they had pointed out that the indices of labour productivity 
expressed in terms of value added per employee had increased in some indus-
tries while in others it declined. In case of machinery except electricals it 
went up from 100 to 231 ; m Chemicals from 100 to 154 ; in metal production 
Crom 100 to 120, in textiles it went up_ 

3.5 The repreiCowive of the Ministry of Labour added :-
"What I have to submit is that a generalisation of any kind for the 
whole economy may not lead to a meaningful conclusioD. We 
have to take up the issue industry by industry and enterpri&e by 
enterprise and examine if productivity has declined and if so, why 
and where. 1 should also like to confess that we have not made 
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any study about productivity as to why it has fallen during any 
period. Tf you identify a particular industry or a particular enter-
prise and ask, I may go into it and say something. We have not 
undertaken a study of this kind envisaged in the question." 

3.6 The representative of the Ministry of Labour revealed in evidence 
that it had been decided to set up industrial Committees for certain industries. 
It had also been decided to set up Productivity Boards. He indicated that the 
textile industry was likely to have a Productivity Board. 

B. Industrial Relations 

3.7 Under the Industrial Disputes Act, the Ministry of Labour is res-
ponsible for industrial relations in the Central sphere, while the State Govern-
ments are the competent authoritie~ for disputes falling under the State sphere. 
The Central sphere includes banks, insurance, airlines, mines, oil fields, railways, 
defence establihments atomic energy etc. The State sphere covers a much 
wider area and includes such vital sectors like power, iron and steel, engineering 
electronics, textiles, transport and chemicals, Most of the public sector under-
takings, therefore, faU within the jurisdiction of the State Governments in-so-
far as industrial relations are concerned. Although in law, industrial relations 
in the State sphere are the immediate concern of the State Govemmenst in 
practice because of the vital areas to which these industries belong and also 
due to the overall responsibility :>f the Central Government to ensure industrial 
peace, matters concerning the State sphere often become the predominant 
concern of the Central Government. 

3.R As regards institutional arrangements for resolution of disputes, the 
Ministry of Industry have intimated as under :-

(i) the Central Industrial Relations Machinery (CIRM) has made 
sustained efforts to minimise work stoppages and the industrial rela-
tions situation in key sectors has been constantly monitored and 
iemedial measures taken, wherever nece"sary. During 1981. the 
CIRM could dispo')e of 82~~ of the disputes and avert work stoppage 
in 92~~ of the cases reported to it. 

(ii) A labour Relations \fonitoring Unit has been set up in the Ministry 
of Labour for taking timely action throgh preventive mediation to 
forestall industrial disputes. Monitoring Unit in the Labour Ministry 
was able to resolve disputes in 194 cases and prevent strikes/lockouts 
in 354 cases reported to it. 

3.9 A Statement showing the number of mandays lost due to strikes 
and lockouts and value of production lost during 1977-1981, year-wise is given 
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below :-

Year No. of No. of Mandays No. of Mandays Value of Production 
Mandays lost in Manufact- lost in Textile loIS (RI. in crores) 
lost uring Industry 

.-_."- ---
(An India) (All India) 

1977 25.320 2O,27S 8.912 284,48 (2.227) 
1978 21,340 23,115 9,787 285.32 (2.265) 
1979 43.854 38.891 23,169 443.02 (1,890) 
1980 21.925 17,221 6,405 297.14 (1.923) 
1981 (P) 26,464 N.A. N.A 334.13 (1,30S) 

P-Provisional 
N.B. - Figure in brackets indicate the No. of cases to which the data 

relate. 

3.10 The percentage of man·days bst in textile industry to total man-day 
lost in all industries works out to 35n,~ in 1977 and 1978, and 53~'~ in 1979 and 
29~~ in 1980. 

3.11 It has been stated in a Memorandum that the State of industrial 
relations in the country may be viewed by the following factors :-

(i) Number of days lost due to strikes and lock outs was on the increase 
throughout tbe Sixties and e~lrly Seventies reaching all time high of 
40 million in 1974. It showed a decline during tbe su~uent years 
and then again increased to 44 million in 1979 followed by a sharp 
decline to 13 million in 1980. 

(ii) The severity ratio (ratio of man days lost of one lakh man days 
scheduled to work) touched an all time high of 2889 during 1979, 
indicating col(\Ssal waste of labour resources in industries. 

(iii) The value of production lost due to strikes and Jock-~uts re.ched a 
figure of Rs. 443 crores during 1979, of which Rs. 385 crotes was in 
private sector, the balance being in public sector. 

(iv) A significantly large proportion of (he number of workers involved 
and man days lost is accounted accounted for by one single industry 
viz. manufacture of textile. 

(v) A large majority of disputes were ralated to wages. allowances and 
bonus (40% in 1979). 

3. J 2 The Commiuee desired to know how was it that despite the role played 
by the two organisations, Mandays lost during 1981 had been of a substantial 
order i,e. 27 million as against 22 mlilion in 1980. In reply. the representative 
of the Ministry exprC$SCd tbe vi~w tpal tbe increase in maodays lost in J 981 
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over 1980 was due to loss of 6 million mandays in the Bangalore based public 
undertakings which remained· strike-bound for as many as of 77 days from 
December, 1980 to March, 1981. The number mandays lost in the Central 
sphere for which CIRM is responsible are as follows : 

1980 2.16m 
1981 2.76m 

3.13 The Committee wanted to know if States had been sending feed 
back on industrial unrest, so as to facilitate preventive action being taken. In 
reply the Ministry of Labour have reported that the follow up of individual cases 
has become difficult because of the fact that a number of States have raised 
operational problems/difficulties in sending daily reports. Scme others are 
stated to have pleaded that in the absence of a proper field organisation, it has 
not been possible for them to get a daily feed back of information relating to 
industrial unrest in their States. In the process, considerable time is spent 
in seeking and obtaining information relating to the action taken in dealing 
with the disputes resulting in strikes, and lockouts. Efforts are being made to 
improve the system of reporting and flow of information by utilising the services 
of the field officers of the Central Industrial Relations Machinery even in 
respect of incidents of industrial unrest in establishments falJiug in the States' 
sphere. 

c. Adjudication Delays 

3.14 It has been stated by the Ministry of Labour that there has been 
dissatisfaction among the workers about the delays invoJved in the adjudication 
of industrial dispute cases by labour courts and industrial tribunals. To 
improve tbe situation, a norm of 6 industrial dispute cases has been fixed in 
October, 1981 for dispoSJl per month by each Central GOVl. Industrial 
Tribunal-cum-Labour Court. Most of the Presiding Officers of the Central 
Government Industrial Tribunal-cum-Labour Court are adhering to these 
norms. Some have even exceeded these norms. The actual disposal is 

'reviewed evr!'y month and a close watch is maintained on the pendency of 
. cases. An official committee is examining the changes needed in the Rules to 

simplify the procedures being adopted by Labour Courts and Tribunals for 
the disposal of ca~es The State Govts./Administrations have been advised to 
take similar measures in respect of Labour CourtfTribunals set up hy them. 

3.15 The Committee have been informed that the question of fixing a 
norm for disposal of applications by the presiding officers of the Central Govt. 
Industrial Tribunal-cum-Labour Courts has been under consideration in COD-

sultation with the presiding officers concerned for about a year. It was felt 
that no such no~ should be fixed in the case of applications mainly because 
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of the r ->lIowing reasons : 
(I) So;n!tim~ several a~i)lL;atl~!ls l!lV31ving a main law point aredis-

posed of by 8 single order ; 
(ii) Some of the Presiding O:ficer~ are of the view that the applications 

relating to coal milles are more complicated as compared to other 
industries. 

3.16 When as\ed if there was a proposal to have a statutory provision for 
deciding tbe industrial disputes within a pJfticular time limit tbe representative 
of the Ministry of Jabour stated that already there was a provision in the 
Industrial Disputes Amendment Act, 1982 recently passed by Parliament. It 
provided that industrial disputes which are referred to labour courts should be 
disposed of within 3 months but the deficiency was that after a case had been 
decided in the Labour Court it went to high Court and then to Supreme Court. 
The representative sta&ed that there was proposal to make a further amendment 
to transfer the powers of High Cou~ to the Labour Appellate Tribunals. The 
representdtive added that there were several other proposal~ for simplification 
and rationalisin! the managem !nts for consideration of labour disputes. For 
instance the National Tripartite Conference had recommended the setting up 
of Industrial Relations Commissions. 

3.11 The Committee pointed out that it took 15 to 20 years to set a 
decision from the Supreme Court, and even if the decision was in favour of 
labour there was no one to receive the amount as most of labour might have 
been out. Practically every industrialist was avoiding such payments at the 
coast of the labour. The representative of Labour Ministr) stated in 
evidence : 

·'We are also very much concerned about this. We are aware of 
the delays in disposal of cases." 

3.18 It was suggested that there must be a provision that after such a 
decision by the authority payment must be made within one month and no 
appeal or writ would lie without making payment to the labour. The repre .. 
sentative observed : 

"We take note of y~ur suggestion." 

D. Worker$ Participation 
3.19 The Committee wanted to know whether attempts to promote 

industrial harmony by workers participation in management had suceedcd. 
3.20 (n reply, the Ministry of Industry have, in a note stated that the 

Ministry of Labour hal} been attempting to promote industrial harmony through 
effective implementation of the schemes of workers' participation in manage-
ment. The State Governments, Central Public Sector Undertakings and 
employing Ministries had ~n advised, from time to time, 10 secure effective 
implementation of the schemes. The efforts towards seeking workers' parti· 
cipation bad so far been mainly in the public sector. 
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3.21 When asked if it has been possible to make any headway in the 
Private Sector also the representative of the Labour Ministry informed the 
Committee that there was now a proposal to bring forward a legislation to 
regulate the workers participation in the management. The workers could be 
required to be associated with management at various levels. The proposal 
was being formulated and processed. 

E. Sharing Gains of Productivity 

3.22 It has been represented to the Committee that while the share of 
of profit and dividend earned had steadily increased, the industrial workers 
had been denied their due share. There is on that account lack of enthusiasm 
among workers towards raising productivity and they were averse to any idea 
of linking wages with production, productivity or profitability. 

3.23 When asked if Government agreej that sbaring tbe gains of pro-
ductivity was the key to maintaining harmonious relations between workers 
and their employers and whether this could not be brought about by linking 
wages to productivity, the Ministry of Labour have stated, in a note, that :-

"We agree that if the workers are assured of their appropriate 
share in the gains of productivity it would go a long way to 
motivate them to put in their best efforts to increase productivity." 

3.24 The Ministry have further stated that: 
uLinkage of wages to productivity is unexceptionable in principle. 
It is, however, debatable as to the stage at which the linkage should 
be established and how it should be established. The workers~ 
organisations demand that the workers should first be given a need 
based ruinimum wages before linking tbe increase in wages 
productivity. Linkage of wages to productivity would imply that 
the wages should be increased when there is a fall. Whether time 
rated wages can be so adjusted to variations in productivity is a 
matter that calls for careful consideration. Besides, it ~hould be 
noted that productivity is generally understood to represent the 
relationship between the output and all the resource inputs. Al-
though it can be expressed with reference to a particular input 
such as labour or capital it is doubtful if variations, in productivity. 
can be attributed to a single factor. For example, the indices of 
value added per employee during 1960-77 prepared by the Central 
Statistical Organisation show that they were the highest in some 
of the capital intensive industries. Further. productivity varies 
from industry to industry and unit to unit depending on various 
factors. In the circumstance8y determination of the share of 
labour in productivity is beset with practical problems." 
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3.25 Asked if Government had studied the systems prevailing in Japan. 
Korea, USA etc. where industrial relations were said to be better, so that 
suitable model for the Indian situation could be developed, the Ministry of 
Labour have stated that :-

"Procedures and practices governing industrial relations in other 
countries are constantly under study to see whether we Can adopt 
any of them. It has, however t to be noted that every country has to 
evolve an industrial relations system best sui~ed to its own tradi-
tions, culture, level of development and the attitudes of parties con-
cerned. It would not be po:isible to transplant system obtaining in 
a foreign country to any aljen country as the conditions in the 
various countries are greatly at variance." 

F. National Policy on Labour 

3.26 Evolving of National Policy on Labour on the follov.ing lines has 
been suggested :-

l. To evolve national wage policy to avoid wide disparities in wage 
structure between industries and for the same function across the 
industry including public services and public administration. 

2. To evolve national policy for making it binding on 'each industrial 
unit to evolve a 3-5 year productivity agreement clearly indicating 
the role of workers, in bringing about specific productivity improve-
ments and the rewards to be given by way of wage increase. incen-
tives, improved working conditions and environment, etc., for achiev-
ing the higher productivity. During this period. there should be no 
strike, lockout, or restrictive practices. 

3. To encourage implementation of incentive schemes and work 
reorganisation schemes for greater involvement and also job evalua-
tion schemes to remove disparities in wage differentials with in the 
unit. 

3.27 In regard to suggestion to e\'olve a national wage policy the 
Ministry have informed the Committee that the various issues involved in tbe 
formulation of a national wage policy including those of wage disparities pre-
vailing in the organised and unorganised sectors, and even within the organised 
sector between one industry and the other and one region and the other and 
linking wages with productivity were considered at the National Labour Con-
ference held in September, 1982. The Conference recommended that a tripartite 
Cununittee with experts might be set up to go into the details of the complex 
issues of wage policy and give its recommendations early. The Committee 
have been informed that action is being taken to constitute a Wage Committee. 
Government would give the consideration to tbe recommendations of the wage 
Committee when these are receiVed. 
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3.28 On the question of evolving national policy for evolving 3-5 year 
productivity agreements, the representative of the Ministry of Labour stated 
during evidence that while they would welcome productivity agreements, they 
were doubtful whether it would be possible to make it rinding as it was a 
voluntary affair. Such agre-ements should, however, be encouraged. 

3.29 The representative of the Ministry of Labour welcomed the suggestion 
of encouraging implementation of incentive schemes and work reorganisation 
schemes for greater involvement, and also job evaluation schemes to remove 
disparities in wage differentials within a unit. 

3.30 Labour productivity has grown in the manufactlU'ing sector at the rate 
or about 1. per cent per annum during the period 1960-77. However, the growth 
of productivity feU from 2.7 per ceot in 1960-65 to 1.36 per cent during 1970-76. 
The Committee are surprised to leam tllat no study bas been dODe by the Ministry 
of Labour with a view to analysing the reasons for the decline in labour producti. 
vity in any industry. The Committee feel that such a study Should be under-
taken soon so that based on the study appropriate measures to boost labour pro-
ductivity could be evolved. 

3.31 The Committee find that out of 22 million mandays lost in 1980 and 
16 million manda)'s lost in 1981 in the industries, the share of industries in the 
Central sphere accounted for only 2.16 million mandays in 1980 and 2.76 millioD 
mandays in 1981. The Committee fiod that although a monitoring unit has been 
set up in the Department of I..abour in October, 1981 with a view to monitoring 
information on industrial relations throughout tbe country for timely intervention, 

. this uoit is unable to function for want of feed back relating to industrial unrest 
from the States due to lack of mechanism witb the States for the purpose. 

The Committee need hardly emphasise the need for adequate 00" of infor-
mation. The Committee bave no doubt that the States will gear up their machi-
nery and provide adequate feed-back in tbe interest of development of harmonious 
labour management relations. 

3.32 '!be Committee understand that there has been dissatisfaction amODg 
the workers about the delays involved in tbe adjudication of industrial disputes by 
labour courts and industrial tribunals. To improve the situation a norm of disposal 
of 6 industrial dispute cases per month by each Central Government Industrial 
Tribunal-cum·Labour Court;s stated to bave been fixed. The Committee would 
expect Government to keep the position under review dO tbat the machiDery is 
enabled to dispose of the cases expeditiously. 

3.33 The Committee find that efforts to promote industrial harmoDY 
througb effective implementation of the schemes of wotkers' participation in 
management have so far been confined mainly to tbe public sector. The Committee 
were informed in evidence that QO headway bad so far been made in this directiou 
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in die private sector and a proposal to bring forward legislatioD to replate the 
werkers' participation in maDagemeat was under active consideratieD of Geyer .. 
mente The Committee hope the proposal will be O .... ised and lleCessary JecislatiGII 
brought forward soon. 

3.34 The Committee wish to strongly emphasise that wages of industrial 
employees should be linked to proclocti vity which would be ill their iDterest as weD 
as III the interest of the economy. This question brooks DO delay. WIIiIe GoVfJ1l-

ment are convinced that linkage of wages to productivity is uaexceptiooable iD 
principle, unfOf'tunately a difference of OpiaioD is stated to prevail as to the ...... 
and stage at which the linkage should be established. The Committee would 
urge that it is lime that this ud other issues suclI as fonaalatioJl of a aatt.al wage 
policy, evolving productivity agreelDents, etc. iocludiOC those of.,.. dlsferitia 
prevaDing in the organised sector between ODe ladustry and tile 0 .... are dan.e. 
oat in coasultatioo with the represeatadvel of laboar aad ............ . 



CHAPTER IV 

INDUSTRIAL SICKNESS 

A. Policy on Sick Industries 

4.1 Government policy on sick industries announced in May, 1978 was 
reviewed in the light of experience gained in its implementation and a revise<! 
policy was announced on 6th October, 1981. Salient features of the new polIcy 
and measures contemplated thereunder are summarised below : 

(i) The Administrative Ministries in the Central Government will have 
specific responsibility for prevention and remedial action in relation 
to sickness in industrial sector within their respective charge. They 
will have a Central role in monitoring sickness and coordinating 
action for revival and rehabilitation of sick units. In suitable cases 
they will also estabJish Standing Committee for major industrial 
sectors where sickness is wide spread. 

(ii) The Financial institutions will strengthen the monitoring system so 
that it is possibJe to take timely corrective action to prevent incipient 
sickness. They will obtain periodical returns from the assisted unit. 
and from the Directors nominated by them in the Boards of such 
units. These will be analysed by Industrial Development Bank of 
India and results of the analysis conveyed to the financial institutions 
concerned and the Government. 

(iii) The financial Institutions and Banks will initiate necessary corrective 
action for sick or incipient sick units based on a diagonostic study. 
In case of growing sickness, the financial institutions will also COD-
sider assumption of management responsibility where they are con-
fident of restoring a unit to health. The Ministry of f-inance will 
issue suitable guidelines for take over of management. 

(iv) Where the Banks and Financial Institutions are unable to prevent 
sickness or ensure revival of a sick unit, they will deal with their out-
staDding, dues to the unit in accordance with the normal banking 
procedures. However, before doing so, they wi1l report the matter 
tothe Central Government who will decide whether the unit should 
be Dabonalised or whether any other alternative including workers' 
participation in the management, can revive the undertaking. 

(v) Where it is decided to nationalise the undertaking, it management 
may be taken over under the provisions of the lndustries (Develop-

39 
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ment and Regulation) Act, 1951 for a period of six months to enable 
the Government to take necessary steps for national action. 

(vi) The Indu:itrial undertakings presently being managed under the pro-
visions of t~e Industries (Development and Regulation) Act, 1951 will 
also be dealt with in accordance with the above principles. It will be 
~ecided if the undertakings are to be nationalised or other alternatives 
can provide a soJution. If none of the alternatives are considered 
feasible. the Government may consider de·notification of the unit, in 
which event the Banks and Financial Institutions will deal with their 
outstanding dues to the undertakings in accordance with the normal 
banking procedures. 

B. iUagnitude of Industriol Sickness 

4.2 Reserve Bank of India statistics available since 1977 reveal the 
following rising trend in sickness of large) medium and small scale units in 
ODr economy. 

1. Lorge Units (Units enjoying bank credit of Rs. 1 crore cl above) 

Year No. of Units Outstanding bank credit 

December 
June 
June 
March 

1977 
1977 
1980 
1981 

289 
345 
389 
420 

(Rs. in aores) 

858.00 
1101.7 
1232.7 
1413.5 

2. Medium Units (Non-SSI Units availing bank credit of less than RI. 1 
crore) 

June 1979 1013 202.3 

June 1980 1026 219.2 

3. Small Scale Units 
June 1979 20326 231.00 
June 1980 22325 29S.0 

~ .. 

4.3 The Committee wanted to know if magnitude of sieben in the 
Small Sector had also beeD assessed. In reply, Department of Industrial r' 
Development has intimated that in order to assess the incidence of sickness in .... 
the small scale sector and to identify various causes of sickness i4 these units. ...,. 
office of the Development Commissioner (Small Scale Industries) bad taken up 
a diagonostic survey of small scale units. Results of the surveys are expected to 
be available after a few months. 
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c. Causes of Industrial Sickness 

4.4 The RBI study of 378 units has revealed that causes of industria, 
sickness were as under: 

Ca~es of Sickness 
(a) Number of units which have gone sick due 

to internal causes ·like mismanagement/ 
management deficiencies including diversion 
of funds, in fighting, lack of marketing 
strategy. 

(b) Number of units which have gone sick due 
to faulty initial planning and other techni-
cal drawbacks. 

(e) Number of units wlJich have gone sick due 
to labour troubles 

(d) Number of units which have gone sick due 
to market recession 

(e) Other reasons (power cuts, shortage of raw 
materials etc.) 

No. of Units 
197 

(52%)@ 

52 
(l4%)@ 

9 
(2%) @ 

86 
(23%)@ 

34 
(9%) (!y 

378 nOO) 

@ Figures in brackets indicate percentage of total number of units- 378. 

4.5 Analysing the causes of sickness among Industries in India the 
Ministry of Industry have intimated, in a note, that the primrry reasons for 
sickness of a large number of units in some important traditional industrial 
like textiles, jute and engineering had been mainly lack of replacement, moder-
nisation, economic expansion and technological development in the past and 
considerable supply-demand mal-adjustment follOWing unavoidable curtailment 
of planned investment on several occasions in the wake of saving and foreign 
exchange constraints experienced in the economy -from time to time. 

D. Rehabilitation of Sick Industries 

4.6 The Committee desired to know the arrangements made for identi-
fication and rehabilitation of sick industries. In reply, Department of Indus-
trial Development have intimated that briefly the arrangement are as under: 

(i) The Reserve Bank of India has set up a Cell to function as a clear-
ing House for information relating to sick units and also to act as a 
coordinating Agency between the Government, banks, financial instit-
utions and other agencies for taking up the various related ISSUes. 

(ii) State level inter institutional Committees have been set up at all the 
regional offices of the Department of Banking Operations and 
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Development of the Reserve Bank of India for the purpose of ensur-
ing better coordination between the Banks, the State Governments, 
Central and State level financial institutions and other agencies. 

(iii) RBI has also constituted a standing Coordination Committee to 
consider the issues relating to coordination between the commercial 
banks and term lending institutions on a Con-going basis'. 

(iv) lOBI has also set up a special Cell within its rehabilitation Finance 
Division for attending to references from banks in respect of their 
sick and problem cases. 

(v) The Banks and financial institutions also make efforts to identify 
sickness in an industrial unit at the incipient stage itself, and carry 
out viability studies and nurse such of these sick units which are 
considered potentially viable. 

(vi Banks and institutions draw up rehabilitation programmes in respect 
of the potentially viable units on case by case basis. The rehabilitation 
programmes are tailor-made, to suit the particular cases and they 
contain both short term and long term measures which include finan-
cial concessions like waiver of penal interest, funding of interest, 
reduction in the rate of interest and margin, rescheduling the overdue 
liabilities/irregularities for recovery in a phased manner depending 
upon the cash generation, grant of need based working capital and 
term loan facilities and other measures like change in management, 
proposals for merger with healthy units etc. Institutions also have 
nominee directors on the assisted companies. 

(vii) When, however, attempts of the Banks in nursing sucb units rail and 
also in cases where units are considered non-viable, banks do take 
steps to safeguard their own interest by recalling their advances, enfor-
cing their securities and filing suits, wherever necessary. 

E. Central Agency to handle sickness 

4.7 There is a suggestion that an apex agency with regional units witb 
adequate powers could be set up to deal wjth all matters pertaining to sickness 
and rehabilitation. In this connection there is further suggestion that there 
could be centralised agency consisting of Central Government Departments, 
State Government Departments concerned. lOBI, and RBI. 

4.8 According to another view the banks can tbcmtelVe8 do it provided 
they are made to operate the system by which sickoe6a can be detected aod 
reported to the Board of Directors. And the banks must have a proper infor-
mation system in operation. 

4.9 In this connection the Secretary, Industry atated during evidence 
that these two suggestions were complementary and as far .. banks ud financial 



institutions were concerned, according to the establ ished new policy of Govern-
ment on sickness, they had to evolve their own system which they had done; 
and they had to initiate a nursing programme. The problem arose with regard 
to final disposition of the sick units after the banks' programmes had failed. 
He added:-

"We not only agree with this suggestion, we have worked out a detai-
led proposal of setting up a central authority to deal with this pheno-
menon of industrial sickness and a note to the Cabinet is being 
prepared and will be submitted to the Union Cabinet." 

F. Fraudulent Sickness 

4.10 It has been stated before the Committee that: 
"Very often industries are found to take money out of one particular 
line and put in other lines-where probably the profitability at that 
time is higher-and neglect the original line. This sort of behaviour 
is encouraged by Government who have an indication that when a 
unit is getting to be very sick, they will do something to get it reha-
bilitated. As a result the industries which own sick units would tend 
to again by it. This sortor behaviour one would consider as some 
what fraudulent. Similar behaviour occurs where the Managers, as 
distinguished from the owners, may indulge in diverting funds from 
some units to their neglect." 

4.11 The Committee have received suggestions that: 
(8) Entreprene\1rs/business houses who indulge in malpractices like diver-

sion of funds be black listed and punished; and 
(b) Only those who have professional competence and commitment to 

protecting public interest be appointed on the Board of Directors. 
4.12 In this connection, the Department of Industrial Development have 

stated that :-
<a> Since the existing system in banks and financial institutions is capable 

of ta~lding the malaise of diversion of funds by dishonest promoters, 
Government does not consider it necessary to introduce a formal 
system of black listing of dishonest entrepreneurs. In fact when the 
banks and institutions come across any diversion of funds by promo-
ters, they not only sto!> further financing of the unit but als 0 may 
resort to recall of advanoos. Revival of the unit is resorted to genCl'-
ally after effecting necessary changes in the management set up, where 
considered nec:essary. 

(b) The present system of nomination of directors was also recently 
reviewed by the Government and suitable modifications including 
enlarging the field of selection, have been made. In the view of the 
Government, there does not appear to be an immediate need to make 
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any change in the present policy and practice in respect of nominat-
ion of Directors on the Board of assisted concern. 

4.13 The Committee -feel cODceraed over the growiag sickaess amoDg 
ladustrial units Jeadiag to gross under utilisation of industrial capacity and man-
power resources in the existing enterprises and contributing to growing imbalances 
aud shortages in the economy. According to the Reserve Bank statistics the 
IUIIIlber of large sick units has gone up from 289 in December, J 977 to 420 in 
March 1981, the number of sick medium units from 1013 in Jaae, 1979 to 1026 
in JUDe 1980, and sick small units from 20,326 in June 1979 to 22,325 in June, 
1980. Reasons leading to industrial sickness have been Identified. 1be maio 
FeUOD of sickD4S among large units as identified by RBI study of 378 UDits, is 
mismanagement due to which as many as 197 out of 378 uaits (52~~) are sick. 
Aaotller 52 units (14~~) bave gone sick due to faalty initial planning, 34 ualts 
have f&llen sick due to power cut and shortage of raw materials. ID addition 86 
(34/,~) units have gODe sick owing to market recession. It is clear. therefore, 
that if there were an adequate monitoring and Early WarniDg System In the 
iadatry, in a large .. jority of cases the correctives coald have beeD applied Ia 
the very beginaiDg and the uaits could have beeo saved from falliDg sick. 

4.14 The CollUllittee are surprised to know that DO study lias been made of 
die pbeDomeuoo of growing sickoess amoag small scale iodutrial 1IDits. The 
Committee have beea wormed that such a saney bas DOW beeD takeD up aad die 
resaiD are expected widlia a few moatbs. The Committee hope that the results of 
_utly will be available early aad Govel'llllleDt wiD take die fo))o" up measures to 
detect sickness 8ID01II small uaits at the latitial stage of sickness aDd take speedy 
aaasares for rebabilitatioD of sllCh oalts where poISible. . 

4.1S TIle Cotamittee DOte that the DepartmeDt of ladustrial Deftlopmeat 
bve evolved a detailed proposal to set up a ceatralised Authority to deal with the 
pbeaomeDOD of iadustrial sickaess .. 4 that the matter is to be placed before the 
Cabiaet SOOD. TIle Committee woald like it to be finalised early. 

4.16 TIle COIIlIIIittee uaderstad that ,ery oftea iJldustria take moaey oat 
of ODe particular IiBe aad pat in other HIleS wbere protltabUity at a particular 
time is bigber aad aegIect tile original ODeS. Suda bella .... teads to be encouraged 
by the hope tIaat GOVeJ'JUDeDt would do sometbiag to rehabilitate the sick unit. 
TIle Committee bve beea informed by the Departmeat of IDdustrla1 DeveiOpmeilt 
tbat ill sada cases, bub ucI finandal iDStitutioas DOt oaIy lito, fardler fioaadag 
of the uait bat also may resort to recall of UV8DCeS. TIle Col8lllittee recoaunetld 
tbat Ia cases wlaere these measures faD to yield resalll, Go,erament Iboald take 
steroer action .pillsl the cIisboDest proprietors or .... pn. 



CHAPTER V 

MODERNISATION 

5.1 Referring to the state of plant and machinery in various industries, a 
non-official organisation has pointed out as follows :-

0) In the case of textile industlY, as much as 63 per cent of spindles and 
82% of looms installed in the industry are over fifteen years old. 
Technological Developments over the last 10 to 15 years have render-
ed machinery obsolescent. 

(ii) The working group for the engineering industry has pointed out that 
about 70 per cent of the capacity is over 10 years old and requires 
outright replacement. 

(iii) As for the sugar industry, in 1977. 130 factories were over 25 years 
old where both milling and boiler houses required a replacement and 
66 per cent of the factories were making losses. 

5.2 With a view to combat obsolescence in industries, the financial 
institutions introduced a soft loan scheme with effect from November, 1976. 
The scheme became operative from February, 1977. However, the scheme 
gathered momentum only from early 1978 after Government confirmed in-
applicability of convertibility stipulation to beneficiaries under the scheme in 
December, 1977. Under the Soft Loan Scheme modernisation requirements 
which are of considerable national importance to the economy are eligible for 
concessional assistance from the financial institutions. Based on this criteria, 
five industries namely Cotton, Textiles, Jute, Sugar, Cement and certain specified 
engineering industries were made eligible for coverage by the scheme. All units 
in the selected industries are eligible for assistance under the Soft Loan Scheme 
for purposes of modernisation. However, at a given point of time priority 
in sanctioning of loans is given to those units satisfying the following three 
conditions :-

1. Where the paid-up capital reserves have been eroded to the extent of 
50 per cent and above. 

2. Where weakness related directly to mechanical obsolescence and ; 
3. Where as a result of modernisation there would be early prospects of 

viability. 

5.3 During evidence, the Secretary, Department of Industrial Develop-
ment informed the Committee that the Federation of Indian Chambers of 

4S 
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Commerce and Industries had made an assessment of the modernisation 
requirements of the following five industries and it came to Rs. 3682 crores. 
This study had been done in 1981. The allocation, industry-wise, according to 
their assessed needs was stated to be as follows : 

Textiles 
Cement 
Sugar 
J ute Textiles 
Engineering 

Rs. 2125 crores 
575 " 
187 " 
439 " 
356 " 

5.4 The Federation had suggested that if this programme was to be 
spread over a period of 5 to 7 years, an annual outJay varying from Rs. 526 cro-
res to Rs. 736 crores would be needed. 

5.5 The witness stated that in respect of the soft loan scheme which had 
been sanctioned by the lOBI from February, 1977 with certain modifications in 
rates of interest which started in 1981, the total number of units which had 
been assisted upto 31.5.82 and the amounts of assistance were as under :-

Industry 

Textiles 
Cement 
Supr 
Jute 
Engineering 

No. ufunils 

244 
17 
27 
8 

96 

Amount of assistance 
Rs. 

259. 9 ~ crores 
60.25 ., 
34.72 " 
12.06 " 
91.43 " 

458.40 

5.6 As at the end of 31st May, 1982, 392 applicants had obtained soCt 
loan assistance to the extent of Its. 458.40 crores from all financial institutions. 

5.7 As there was a wide sap between the assessed needs (or moderni-
sation of the 5 industries and tbe amounts of assistance sanctioned by financial 
institutions, the Committee wanted to know if aoyappHcations for soft loan 
were rejected. In reply t the witness assured tbe Committee that no application 
for modernisation which had gone to lOBI bad been rejected OD grounds that 
IDBI bad DO fuDds. 

5.8 He indicated tbat it was quite po.ible for the IDBI to provide 
RI. 300 to 400 crores for modernisation every year provided the industrial 
enteJprises come forward. 

S.9 Asked if higb prioos of commodity affected modernisation, tbe 
witness explained that these five commodities except cement had no price 
restriction. In cement, a dual pricing policy bad been introduced. So, pricing • 
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was not a problem, as far as modernisation was concerned. The witness added 
that the problem was that the Indian Industry basically was not conscious of 
the need for modernisation. He felt that preventive maintenance was a road to 
survival. 

5.10 The reprensentative observed that "the preventive maintenance in 
the Indian factories, I am sorry to say, is not upto the optimum order even 
when they find that the equipment efficiencies are going down. That is either 
because of lack of balancing facilities or they do not instal the balancing 
facilities in time ...... 1n the west, if they get Rs. 5 crores more the very first 
charge on the surplus would be on replacement, on renovation. In our country 
this was not at all being done. H 

5.11 It has been stated in a memorandum furnished to the Committee 
that the pace of modernisation had been slow because of paucity of funds 
resulting from : 

(i) Price control 
(ij) Depreciation based on historical cost 

(iii) High rate of corporate taxation. 

5.12 It has been added that the effect of these factors had been an erosion 
of profitability. Companies are unable to set aside adequate funds for replace-
ment or modernisation. 

5.13 There is a view that the depreciation allowed under the present 
structure is not being utilised by the corporate sector to modernise the plant 
and it is being utilised otherwise. In this connection representative of a non-
official organisation suggested that depreciation should be increased in the 
interest of modernisation and used only for replacement or modernisation. 

5.14 The representatives of a leading trade and commerce organisation 
stated during evidence that an important factor retarding growth of Industry 
had been the factor of regulated pricing. As in case of cement, the price was 
not fixed at an appropriate level; so, cement production slumped for 14 years 
and the country had to suffer and the cement had to be imported. As soon 
as the price was fixed at the optimum level, the production went up. He added 
that while the sixth Plan had envisaged an investment of Rs. 17500 crores in 
five years but the rate of investment was not more than Rs. 2000 crores per 
year at the moment. The private sector had no resources to draw money from. 
Depreciation allowance did not take care of even replacement. There was DO 

provision to carry back losses either. Even the banks had been nationalised. 
Unless, therefore, industry was permitted to generate and invest from their own 
savings it would not be possible to fulfil targets fixed for Sixth PJan. 

5.15 It had been represented to the Committee that the absence of gene-
ration of surpluses in the private sector bas retarded not only growth but also 
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modernisation and replacement. In this connection particular attention has 
been drawn to the taxation policy which does not al10w of enough reserve of 
accelerated amount of depreciation to take care of rise in cost of replacement. 

5.16 The representative of the Department of Industrial Development, 
howewer, expressed the view that increase in depreciation wi11 not solve the 
problems. He explained the position thus: 

"There are varying systems followed ill different countires. There 
is a concept of accelerated depreciation. In our country also we 
have allowed higher rate of depreciation in the first two years; but 
that does not solve the problem of our country because you are Dot 
able to achieve that sort of a sales volume against which will you 
depreciate I can allow you to depreciate your plant for five yean; 
or three years, but this depreciation has to be against your earnings. 
Therefore, the point here is that accelerated depreciation Per se is 
not a solution in the Indian situation at all. Therefore, the system 
which we have followed is a two .fold system : investment allowance 
and another is acclerated depreciation. These are' he two systems 
that we have followed. If you are talking of depreciation, there are 
two ways of looking at it. One is replacement cost and another is 
historical cost. Our depreciation is based on historical cost ........ . 

In the American economy the period which is worked out in a 
project is roughly three to five years. Here we assume a period 
of 10-15 years because there the retentions are very much larger, 
sales volumes are very much Jarger. against which you can write off 
the Plant. If your turn-over is 20 billion dollars you Uln write off 
the capital cost in three or four years. In our country turnout being 
lower, you cannot do it." 

5.17 AcconiiDg to aD assessmeat made by die .·edentioa of ladiaa 
Owaber of Commerce and ludastry, ill 1981. a.lD,est .... of lb. 3,681 crora 
1'0lIl. be aeeded to moderoise tile fi ,e iDdastries amely, Textile. CelaeBt, Sapr t 
Jate Textiles aad EDgiDeeriag. If tile program. is executed In 7 years, h "m 
Deed an _.1 ioyestmeat of Ra. 526 crora. A total amo.t of lb. 458, 4 erGr. 
has already beea loaned to these ladllStlies apto 31.5.1982. AI for the futare, 
die Secretary, DepartmeDt of Industrial Deveplopmeat ladleatecl ia e,ideace daat 
to speed .. modernisation, it would be possible for I ...... rial De,eJopaaeat Baak 
of Iadia to offer to these iadastries soft loa .. to tbe tuDe of Rs.JOO to Ra._ erores 
a year proYidecl the iadaatrial eaterpriles tlMwsel,. come forward with re4JeestB 
for Jous, The CollUllittee feel daat ODe reuoa for dais apathy on die part 01 
eaterpriaes may be that tile soft loaD oll'erecl by lOBI mlly .. y DOt be tIIa. 10ft 
as to attnet enterprises. The COIUliUee 'eel that lena attadaed to 10ft loaas 
.ay IJe reviewed aad made aore attractive. 
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S.18 The Committee find that in India depreciation is based on historical 
cost as distinct (rom replacement cost. It has been represented to the Committee 
that depreciation provided in tbis manner is not enough to enable replacement o( 
obsolete machinery. It has been urged that we sbould provide for a bigher rate 
of depreciation and see tbat the amount was spent by tbe industry only (or replace-
ment of obsolete machiuery or modernisation. According to tbe Secretary, 
Departmcnt of Industrial Development, bowever, "accelerated depreciation per se 
is not a solution in the Indian sitoation at all." He pointed out that industries in 
India did not bave adequate turnover against whicb bigber depreciation could be 

f,provided. The Committee recommend tbat tbis problem may examined in deptb 
by a Committee of Experts consisting of eminent economists and representative! 
of industry and Government for finding a satisfactory solution to the problem. 



CHAPTER VI 
RESEARCH AND DEVELOPMENT 

A. Research & Development 

6.1 At the national level, the Council of Scientific and Industrial 
Research have set up a number of Research & Development laboratories in 
various disciplines of engineering, chemicals and allied items. These labora-
tories mostly conduct research oriented utilisation of the locally available raw 
materials and have met priority needs of the country. Several of these labora-
tories have pilot plant facilities for development of various processes. and 
designs. 

6.2 Apart from the CSIR laboratories, a larger number of specialised 
R&D organisations coming under various Ministries and also in the private 
sector encouraged in R&D in various chemical and engineering fields. In-
house R&D efforts in various industries are encouraged by providing suitable 
incentives for such es!ablishment. 

6.3 It has been stated by the Ministry that Research and Development 
in industries has' been oriented towards development of new products, new 
process, process improvements, upscalling of various technologies and indi .. 
genisation of imported technologies. There are 767 recognised R&D units, of 
which 30 per cent cover chemical industries and 18 per cent electrical/electronics 
industries. Out of these 767 units, 71 units .are affiliated to Public Sector 
Undertakings and the rest 696 units faU in the Private Sector. In the private 
sector, 519 units belong to tbe organised sector and the rest 177 units fall under 
the small scale sector. There are 29 RetD units-(l8 in private sector and IJ 
in public sector) which incur expenditure of more than Rs. 1 crore annually on 
R&D. Most of the industries have separate R&D units for research and 
development activities. These activities are looked after independently by an 
R&D Manager who is responsible to the Managing Director. The RclD units 
are equipped to cater to their needs. These R&D units have played significant 
role in increasing tbe production in various sectors by way of devising new 
processes~ alternative routes of production etc. They also contribute directly 
towards increasing the production. 

6.4 Most of the industries have separate RetD units for research and 
development activities. These activities are looked afler independently by an 
R&D Manager who is responsible to the Manager who is responsible to the 
Manager Director. The R&D units are equipped to cater their needs. These 
R&D units have played significant role in increasing the production in various 
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sectofs by way of devising new processes, alternative foutes of production dc. 
They also contribute directly towards increasing the production by way of 
wa~te utilisation and energy.. saving. 

6.5 Total expenditure incurred by all recognised R&D units during the 
year 19~1-82 has been estimated to be of the order of. Rs. 200 crores which is 
about 1 per cent of their annual turnover. 

6.6 Increased investment allowances are allowed on pla~t and machinery 
using indigenous techonlogy, total tax write off is available both to recipients 
and donors if donations are for research foundations/societies elc. as approved 
under the Income Tax Act The R&D expenditure gets a weighted income tax 
exemption. Further, technologies developed in the CSIR laboratories and 
other in-house R&D laboratories recognised by the Department of Science & 
Technology are exempt from the provisions of the I D&R Act. 

B. Identification of thrust areas 
6.7 It has been stated in a memorandum that through expenditure on 

R &. D and on related science and technology activities increased from Rs. 4.68 
crores in 1950-51 to an estimated Rs. 76.14 crores in 1980-81, this is miniscule 
compared to expenditure in countries like USA, Japan, West Germany, France 
etc. The Committee's attention has alsJ been invited to serious gaps between the 
technological capabilities of Indian industry and industl y elsewhere which tell 
upon the competitiveness of Indian industry. It has been stated that no coun .. 
try is truly technologically self· sufficient. It has also been pointed out however, 
that on examining the R&D expcnditure of countries like West Germany, Japan, 
UK, France etc., it is clear that each has developed specialised capacities in 
industrial innovations in a few areas, for example, electronics and chemicals in 
Netherland. fine chemicals and machinery in Switzerland etc. OUf country 
would benefit by a similar approach. It has been suggested therefore, that 
thrust areas in research must be idemified. A technology-cum-R&D plan 
should be evolved with an immediate view, a medium term view and a long 
term view. 

6.8 The Ministry have stated in this connection that Government have 
promoted organisation of Seminars with a view to identifying thrust areas in the 
context of economy, endowment availability of skills. The S&T plan has 
recognised the need for coordinated research in priority areas, while optimally 
utilising the resources and has identified various thrust areas to be admini-
stered by concerned Ministries. Examples of some thrust areas are plasma 
pbysics, immunology, vaccine development, instrument development programmes 
etc.. Multi-disciplinary research activities in identified important areas are also 
supported by the Government. 

6.9 The Ministry are thus of the view that: 
&C As such, this approach is desirable and etforts would also be 
made to periodically review the identified thrust areas." 
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O. Central Agency 
6.10 It has been stated in a memorandum that "while several of the large 

industrial undertakings are making rapid strides to switch over to efficient 
technologies, a large number of industrial units appear to be on the look out 
for a centralised institution for transfer of technology and for financial assi-
stance required for the purpose." It has been suggested that "Setting up of 
centralised R&D unit for the purpose specifically for developing appropriate 
technologies and coordinating technologies already developed elsewhere for 
displacing prevailing obsolescence in the important sectors of the industry may 
be encourged. This institution could also look after the financial assistance 
and related aspects required for the purpose." 

6.11 Asked how far this suggestion was feasible, the representative of 
the Ministry of Industry stated that: 

"Whether it is feasible to have a central R&D for all technologies 
relating to all industries, is something which we have to consider, 
because as rar as industries are concerned, even if you divide them 
into broad groups, there will be well over 40 gtoups. So, whether 
a Central Research Institute can cater to their requirements, is a 
moot question. For example, the chemical industry will have 45 
or 46 sub-divisions. But we have got this NRDC. a Central Gove-
rnment organisation, which not only helps in the development of 
local processes, but also participates in the company's production-
isation of locally developed processes. Apart from them, we have 
got. in all major industries, industry-wise R&D institutions; e.g. 
paper, fueJ, CMTI, NML etc. This particular need of induslrie-s 
is met through centralised institutes. particularly for those which 
cannot afford to set up their own research institutes," 

6.12 The Committee fiad that there are 767 recogaised Rnearch & Deye. 
lopment Units. Of these 71 IUdts are .8Ullated to tile p.bIIe sedor. Total 
expenditure incurred by .tIaese 767 R&D Units In 1981-82 was of the order of 
Rs. 200 crores wbidl is barely ODe ;er eeDt or ~ total ...... t-.oftl' of tile 
related iudustries. While It .ay DOt be poIIIble for oar ~OIIIItl')' to IpeIId as IHdI 
as advaoed cOWItries like USA, Japan, West GerIlWlY, Franee~ de. do on researdt 
aDd developmeat, the edstiag outlay caaaot be aahI to be adequate. There Is IIeed 
to earmark, more flUIds for R&D acti 'fitia. The Committee woaN ..... die 
Deed to see that in order to pat our scarce resources to opt .... .-e, t..... • ... 
calliag for research .re ideatlftecl wblda care 10 .. to ayoW dllplkatloa of .. on Ia 
.reas wbich bYe already ben ...-erlSflllly explored. 

D. Development of Technical" Manogerlol Manpowe, 

6.13. It has been stated in a note furnished by the Ministry that India 
hal already developed a fairly wide base for generation of skills in various lub-
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jects at an levels which very well meet the needs of industry in public, private 
and joint sectors. The generation of training capacities in several areas has in 
fact, been some-what ahead of the requirements of the labour market. In most 
branches of education, which is true of technical education system also, the 
emphasis has recently been on consolidation and improvement rather than on 
quantitati\e expansion of facilities and admission capacities. The country is 
now in a position to offer its training facilities to other nations as well as offer 
its experts. However, we do still need the training facilities of the developed 
countries in limited highly specialised areas of science and technology. 

6.14 So far as the availability of technical personnel for the industry is 
concerned it has been stated by the Ministry that the country i5 not lacking in the 
availability of technical personnel in any field of industry, so much so that we are 
exporting technicaJJy trained personnel to the countries in Middle East and 
Africa. 

6.15 On the basis of available data, a tentative estimate of availability of 
trained manager during the 6th Five Year Plan period (I 980-85) had been made. 
On this basis it has been estimated that 2415 post graduate degree hoJders, 4807 
post graduate dip10ma holders and J 55 certificate holders in management educa-
tion are expected to be available during 1980-85 from the existing training 
institutions. These estimates however, have to be revised upwards due to ex-
pansion of management education during this period. 

6.16 When ask~d about the extent of shortage of trained managerial 
manpower and how the shortage was proposed to be made good the Secretary. 
Industry claimed in evidence that :-

uThere are, I think well over 70 institutions which are imparting 
management education, which give degrees or diplomas. There is 
no dearth of management manpower at aU." 

6.17 It has been stated in a memorandum furnished to the Committee 
by the NPC that alongside NPCthere are five Institutes of Technology, three 
Institutes of Management, Administrative Staff College of India, NITIE, and a 
number of other training and research institutions spread all over the country 
for imparting managerial and technical skills. In addition, regional and local 
engineering colleges and universities are also imparting knowledge in these skills. 
The existing facilities seem to be quite adequate. These organisations are trying 
to belp industry to run on efficient lines by providing basic technical know-how 
througb regular courses, by updating knowledge of industrial personnel through 
short courses and by providing assistance to industry in solving their practical 
problems through consultancy and research. There is, however, a big gap in 
terms of close interaction between industry and educational training-cum-
research institutions, which needs to be bridged for effectively utilising the re-
. sources invested in the institut ions. 
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6.18 It has been represented to the Committee tbat in the matter of 
development and adoption of management techniques whatever is being done 
suits the large indu!'tries. 

6.19 The Secretary Ministry of Industry stated during evidence in this 
connection that :-

"This is absolutely a correct statement tbat tbe management edu-
cation which is now imparted is not suited to the small efttcrprises 
management as such. Most of the small· enterprises are not 
professionally managed. Therefore, the requirement of manage-
ment trained professionals, management trained personnel in small 
industry is very difficult to determine. Even otherwise, we have got 
small scale service institutes all over the country which impart 
managemellt training to small scale Managers in a variety of 
courses which include. marketing training, production training and 
so on. We have got an institute in Hyderabad, which has new set 
up a branch in Assam which also trains small scale persons in 
different disciplines of management. We have a plan to set up two 
more ;nstitutes which will be particularly on the Japanese model, 
which will particularly train small scale personnel for management. 
But, as I said, the requirement of professionally trained manage-
ment personnel in the small scale industry is rather difficult to 
determine because most of the small enterprises are owners 
managed." 

6.20 It is gratifying to DOte the assuraoce giveD to the Committee by the 
Secretary, Industry tbat the country is self-sufficient in regard to technical pel'lODDel 
for the Industry aDd that there is DO lack of availability of technical perSODDel in 
any field of Industry. The Secretary, Miaistry of Industry, however, conceded in 
evidence that the management education which is DOW bel. imparted "is not 
suited to the small enterprises mailagement as sucbn and tbat "most of the smaJJ 
enterprises are DOt professionally managed." 

The Committee consider that, with more and more items beiag reserved 
exclusively for small seale sector and consequent expallSioa of that sector'. 
contribution to the total economy, there is an urgeDt need to train a" develop 
managerial talent in adequate DUlBbers, linked to the requlremeata of the amaII 
scale iDdostries sector. 

New DELHI; 
April 24, 1983 
Vaisakha 4, 1905 (S) 

BANSI LAL, 
CIudTtnan, 

!Gstimates Committee. 
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1.10 
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Summary of Recommendalions/Conciusions 
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The Committee are happy to note that the 
year 1982 was declared by Government as the year of 
productivity .. This naturally raised high expectations 
that Government and the industries in the public and 
private sectors would strive to raise their productivity 
levels. It, however, transpired in edvidence tbat the 
Ministry of Industry have taken "productivity to mean 
higher production by optimal utilisation of the pro-
duction assets installed:' The Secretary, Department 
of Industrial Development admitted in evidence that 
the definition of productivity followed at present by 
the Ministry was what is understood in common 
man's parlance and not a scientific one. Accordance 
to the Secretary, Department of Industrial Develop-
ment there canno~ be industry-wise measurement of 
productivity in the sense of "Inter-factor utilisation" 
because apart from efficknt management producti-
vity was dependent ott a number of fa.:tors like labour-
management relations, state of plant and machinery, 
availability of raw materials, etc. The Committee 
are unable to share this view because, as pointed out 
by the National Productivity Council, it is a distor-
tion to say that productivity is synonymous with 
higher production. Higher production can be easily 
achieved by adding new capacities but that is not 
higher productivity_ The Committee urge Govern-
meftt to evolve and follow a scientific definition of 
productivity in consultation with the National Pro-
d\ICtivity Council and Planning Commission. 

The Committee find that no system of measur-
ment of productivity industry-wise has been evolved 
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as yet. Ministries which oversee industries in public 
and private sectors do not have an agreed index to 
reflect productivity. Central Statistical Organisation 
is presently the main source of data for carrYJDg out 
exercise on productivity measurement but there is 
time lag of 4 to 5 years in compilation of such data, 
the latest data available being for 1977. About the 
data compiled by CSO, the Secretary expressed grave 
doubts, in evidence and wondered if such data really 
could serve the purpose of productivity measurement. 
The committee cannot but deplore a complete lack of 
system of measurement of productivity. 

The Committee, however 9 note that recently 
the National Productivity Council has selected 8 im-
portant mdustries viz. Cement, Coal, Paper, Fertili-
zers, Thermal Power Generation, Road Transport 
(passenger), Sugar and Heavy Engineering for under-
taking "productivity nor-mative studies through inter-
firm comparison methods". The Committee Wlder-
stand that there is also a move to set up tripartite 
productivity Boards for these industries. The Com-
mittee recommend that once this system is set in 
motion, it may be extended to more and more 
industries so that in not too distant a future all the 
major industries are covered. 

The Committee note that the National Pro-
ductivity Council, an autonomous body, under the 
Ministry of Industry is, through its net work of 14 
regional offices and 48 local Productivity Councils, 
engaged in the promotion of productivity conciousness 
in the country. The Committee are concerned to 
find the Council is feeling handicapped in moving 
faster and undertakinS expansion of its activities in 
this vital field because of paucity of funds. The 
Committee feel that unless the State Governments 
extend their whole beaned cooperation, efforts for 
generation of productivity consciousness in the indus-
tries cannot succeed. The Committee would urge 
that Productivity Councils sbould be provided with 
adequate funds to carryon their activities aimed at 
raising productivity levels in the industries. 
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The Committee note that a control room has been 
set up in the Department of Industrial DeveJopment 
to deal with problems relating to production con-
straints. They find, however, that this arrangement 
for monitoring productivity in a limited number of 
industries had not met with much success as 
productivity had not increased in aU the selected 
industries. The aim of control room in fact is limited 
to removing various constraints with Ministry's inter-
vention at various levels. Whl1ethe committee do 
concede the usefulness of the machanism of a con-
troJ room they feel that this machanism needs to 
be made more broad based to cover a larger number 
of industries with a view to cover gradually the com-
plete gamut of industries for centralised monitoring. 
Furthermore while the existing machanism provid~s 
a framework for implementation of policies and remo-
val of constraints in production, as experience shows, 
it cannot go far enough in monitoring and achieving 
higher productivity in various industries unless such 
efforts are supplemented by an inter-disciplinary 
approach to the formulation of policies, fiscal, eco-
nomic, monetary etc., calculated to step up producti-
vity. Government might, thel efore, consider the 
desirability of setting up of an inter-disciplinary 
group for policy formulation to achieve positive 
results. 

As would be seen from the data furnished to the 
Committee in respect of 48 industries the capacity 
utilisation was less than 70 per cent in 20 indus-
tries during 19S2 8S against 19 Industries during 
1981. In the case of basic industries like cem-
ent, zinc and fertilizers distinct downward trends 
are noticed compared to some earlier years. Down-
ward trend is also seen in case of tractors. Similarly 
in case of industries like rubber machinery, sugar 
machinery and Diesel engines, capacity utilisation has 
been poor being just around 50 per cent in 11.11 these 
cases. What concerns the Committee is that unsatis' 
factory or poor performance is noticed in the basic 
and machinery industries which have a vital bearing 
~n the economy of the country. The Committee WOUld, 
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therefore, urge Government to look into the demand 
and production constraints in regard to fuller utilisat-
ion of capacities in these industries and initiate mea-
sures to atleast halt the downward trend. 

The Industrial Policy Statement of July, 1980 
had acknowledged the fact that our economy is "pro-
sently inhibited by infrastructure gaps and inadequa-
cies in performance." It was stated that to normal-
ise the situation, Government are working on "war 
footing. '! The Committee were informed in evidence 
that there is now a Cabinet sub-Committee on infra-
structure which monitors the production and distri-
bution of the essential infrastructure, viz. Power, 
Coal or Transport. It is, hower. a matter of concern 
that power situation continues to be critical, if not 
grave. The Plant Load Factor which is an index of 
capacity utilisation in tbe power sector shows a deter-
iorating trend. The PLF of tberma) power stations 
has declined from about 56 per cent in 1976-77 to 
46.8 per cent in 1981-82. This deterioration in the 
utilisation of capacity in thermal power stations has 
been ~he major contributing JAactor to the power 
shortage experienced in the countTY during the last five 
years .. Needless to point out that this results in 
colossal wastage of investments in this sector as also 
consequent production los~s in the Industrial sector. 
The loss in industrial product ion due to power shor-
tage in 1980-81 it estimated to be RI. 2,500 croresas 
against R s. 400 crores in 1978-79 and Rs. 2,000 
erores in 1979-80. The Committee, therefore, are of 
the considered view tbat nothing short of total reori. 
entation of the policies and programmes aimed at 
optimal utilisation of capacity of power plants and 
exploitation of alternative sources of energy would 
help improve our economy. 

The Committee have already examined the IUb-
ject in great detail and submitted their 13th Report 
(198G-81)oDgeneralion of Power and made a Dumber 
of recommendations. Tbey are confident that imple-
mentation of these recommendations could help in 
administerinl the power sedor in a better way. 
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It has been reported that capacity underutilisat .. 
ion in 8 industries, namely BHC (Tech), DDT, 
Industrial Explosives, Viscose Tyre Cord, Viscose 
Filament Yam, PVC Resins, Polystyrene and Syn-
thetic Rubber is due to sluggishness of demand. There 
are two ways tQ fight this trend, viz. diversification 
and export. The Secretary. Department of Industrial 
Development pointed out that Government had been 
so liberal in allowing diversification that hardly any 
area had been left out. As regards exports, he stated 
that it was a continuous process. The Committee 
recommend that reasons for recession in these 8 indus-
tries may be probed further and suitable remedial 
measures taken. 

The Committee note that Government so far 
have rightly followed a cautious approach in regard 
to exposing indigenous industry to competition from 
outside. We are now baving industries, some of 
which exclusively in the Public Sector, spread all over 
the country producing a variety of goods of varying 
qualities. This has, however. also created a sense of 
complacency at least in certain industries where there 
is virtually no competition both from within and 
outside. Costs and efficiencies have consequently 
been affected adversely. Automobile is an outstand. 
iag example of this state of affairs. No worthwhile 
progress is seen in automobile industry in the matter 
of quality or design for the last 3 decades while costs 
have gone up considerably. The Committee feel that 
there is greater need to selectively relax the industrial 
economic and fiscal policies gradually in non-strategic 
sect()f'S so that at least in the Jong run the economy 
am derive the benefits of international competition 
and within the country there is healthy competition 
between the Public and Private sectors. 

The objective of keeping prices of imported Soda 
Ash at 10% lower than the local price so that there 
was an incentive to reduce the price to that level par-
ticularly when this commoditiy \\-as being used by 
weaker sections of the people was laudable. The 
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Committee are, however, concerned at a considerable 
fall in the indigenous capacity utilisation from 94% 
in 1981 to 49~{, in January-September, 1982. They 
would, therefore, urge Government to examine the 
matter in this context and also ensure that this opp-
ortunity is- not utilised by foreign companies to 
dump their excess production into this country to 
the deteriment of local industry. Other indigenous 
industries like steel, aluminium and polyster fibre are 
also reported to have suffered from this policy of 
Government. Government would do well to review 
their import policy in respect of these industries as 
well. 

The Committee recommend that a critical review 
may be undertaken in the cOntext of the accent on 
improving Productivity to see if any provisions of 
MRTP, lORA, FERA etc. and the rules or regulations 
made by Government thereunder had acted as a con-
straint on productivity, and if so, to what extent and 
in the light of such a study, the relevant provisions 
may be suitably modified without sacrificing the 
essential socio-economic objectives underlying these 
regulations. 

The incentive announced by Government by way 
of endorsing in the licence the bigher capacity level 
over and above tbe best production of a unit during 
the last 5 years and further J'e-endorsement of enha-
nced capacities at the end of March, 1983 though 
welcome, have Dot been able to attract a significant 
response. This is because the scheme suffers from a 
number of defieiencies. First, the scheme of auto-
matic expansion is at present restricted to 34 indu-
stries. No specific reasons have been assipd fot 
this restriction. Secondly t the scheme being restricted 
to one year lacks a seDIC of continuity which inhibill 
the enthusiasm on the part of industrial units to 
avail themselves of this facility. Third1y, aDd mOlt 
important, for want of adequate infrastructure, it 
will be extremely di4ficult fot all the industrial unitt 
to make tbe best of this offer. In some State like 
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U.P. the indlllltrial units have not availed of the 
benefit of the scheme on account of persistant 
shortage of power and coal. While the Committee 
would urge Government to review the scheme in the 
light of the aforeiaid deficiences. they would strongly 
recommeod specifically to relax, if not remove, the 
condition of limiting the scheme to only 34 industries. 
The Committee see 00 reason for disagreeing to the 
suggestion that it should be extended atleast to such 
industries where shortage' in respect of related 
commodities exist. they would, therefore expect 
Government to review the scheme !from this angle 
and anow automatic expansions in all such cases. 

The Committee would suggest further that in 
all applications under automatic expansion scheme, 
due consideration should be given to lack of infra-
structure facilities in specific areas so that the units 
do not stand to lose due to reasons beyond the control 
of the units compared to those which are better 
placed in this respect. 

Labour Productivity has grown in the mallufactur-
iog sector at the rate of about 2 per cent per annum 
during the:period 196C-77. However, the growth of 
productivity fell from 2.7 per cent in 1960-65 to 1.36 
per cent during 1970-76. The Cammittee are 
surprised to learn that no study has been dODe by 
the Ministry of Labour \\ith a view to anaJysing 
the reasons for the decline in labour productivity in 
any industry. The Committee feel that such a study 
should be undertaken soon so that based on the study 
appropriate measures to boost labour productivity 
could be evolved. 

The Committee nnd that out of 22 million man-
days lost in 1980 and 26 million mandays lost in 1981 
in the industries, the share of industries in the Central 
sphere accounted for only 2.16 million 1nandays in 
1980 and 2.76 million mandays in 1981. The Commi-
ttee find that although a monitoring unit has been 
set up in the Dep~rtment of Labour in October, J981 
with a view to monitoring information on industrial 
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relations throughout the country for timely intervent-
ion, this unit is unable to function for want of feed-
back relating to industrial unrest from the States due 
to lack of mechanism with the States for the purpose. 

The Committee need hardly emphasise the need 
for adequate flow of information. The Committee 
have no doubt that the StAtes will gear up their 
machinery and provide adequate feed·back in the 
interest of development of hannonious labour-
management relations. 

The Committee understand that there has been 
dissatisfaction among the workers about the delays 
involved in the adjudiction of industrial disputes by 
labour courts and industrial tribunals. To improve 
the situation a nonn of disposal of 6 industrial dis-
pute cases per month by each Central Government 
Industrial Tribunal-tum-Labour Court is stated to 
have been fixed. The Committee would expect 
Government to keep the position under review so 
that the machniery is enabled to dispose of the cases 
expeditiously. 

The committee find that efforts to promote indus-
trial h;lrmony through effective implementation of the 
schemes of workers' participation Ul management 
have so far been confined mainly to the public sector. 
The Committee were informed in evidence that no 
headway had so far been made in tbis direction in the 
private sector and a proposal to bring forward legi-
slation to regulate the workers' participation In 
management was under active consideratioD of 
Government. The Committee hope the proposal 
will be finalised and necessary legislation brought 
forward SOOD. 

The Committee wish to strongly emph~iae that 
wages of industrial employees should be Ijnked to 
productivity which would be in their interest as 
weD as in the interest of tbe economy. This qucstioa 
brooks no delay. While Government are convinced 
that Jinla~e of \\agfs to productivity is unncept-
iotlable in principle, untoIlunalcJ), a difference of -------------------------.----
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oplDlon is stated to prevail as to the manner and 
stage at which the linkage should be established. The 
Committee would urge that it is time that this and 
other issues such as formulation of a national wage 
policy, evolving productivity agreements, etc. includ-
ing those of wage disparities prevailing in the 

• organised sector between one industry and the other 
are thrashed out in consultation with the representa-
tives of labour and managements. 

The Committee feel concerned over the growing 
sicknesi among industrial units leading to gross under 
utilisation of industrial capacity and manpower 
resources in the existing enterprises and contributing 
to growing imbalances and shortages in the economy. 
According to the Reserve Bank statistics the number 
of large units has gone up from 289 in December, 
1977 to 420 in March 1981, the number of sick 
medium units from 1013 in June, 1979 to 1026 in 
June 1980, and sick small units from 20,326 in June 
1979 to 22,325 in June, 1980. Reasons leading 
to Industrial sickness have been identified. The main 
reason of sickness among large units as identified 
by RBI study of 378 units, is mismanagement due to 
which as many as ] 97 out of 378 units (52~~) are 
sick:. Another 52 units (14%) have gone sick due to 
faulty initial planning; 34 units have faJlen sick due 
to power cut and shortage of raw materials. . In 
addition 86 (34%) units have gone sick owing to 
market recession. It is clear, therefore, that if there 
were an adequate monitoring and EarJy Warning 
System in the industry, in a large majority of cases 
the correctives could have been applied in the very 
beginning and the units could have been saved from 
falling sick. 

The Committee are surprised to know that no 
study bas been made of the phenomenon of growing 
sickness among small scale industrial units. The 
Committee have been informed that such survey has 
now been taken up and the results are expected with-
ina few months. The Committee hope that the 
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results of study will be available early and Govern-
ment will take the follow up measures to detect 
sickness among small units at the initial stage of 
sickness and take speedy measures for rehabilitation 
of such units where possible. 

The Committee note that the Department of 
Industrial Development have evolved a detailed pro-
posal to set up a centralised Authority to deal with 
the phenomenon of industrial sickness and that the 
matter is to be placed before the Cabinet IOOD. The 
Committee would like it to be finalised early. 

The Committee understand that very often indu-
stries tate money out of one particular line and put 
in other lines where profitability at a particular time 
is bigher and neglect the original ones. Such 
behaviour tends to be encouraged by the hope that 
Government would do something to rebabilitate the 
sick unit. The Committee have been informed by 
the Department of Industrial Development that in 
sucb cases, banks and financial institutions nOt only 
stop further financing of the unit but also may resort 
to recall of advances. The Committee recommend 
that in cases where tbese measures fail 10 yield 
resultes, Oovernmrnt should take sterner action 
against the dishonest proprietors or managers. 

According to '"an- assessment made by the 
Federation of Indian Chamber of Commerce and 
Industry, in 1981, an investment of Ra. 3.682 crores 
would be needed to modernise the fiye industrirs 
namely, Textiles, Cement, Sugar, J ute Textiles and 
Engineering. If the programme it executed in 7 
years, it will need an annual investment of Rs. 526 
crores. A totat amount of RsL 458.4 crores baa 
already been loaned to these 'iadUitriea upto 
31.5.1982. As for the future, tbe Secretary, Depart-
ment of Industrial Development indicated in elideace 
tbat to speed up modernisatioD. it would be possible 
for Industrial Development Bank of India to offer to 
these industries soft loans to the tUll( of Rs. 300 to --------_._- ---_._ .. _ .. 
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Rs. 400 crores a year provided the industrial enter-
prises themselves come forward with requests for 
loans. The Comm ittee feel that one reason for this 
apathy on the part of enterprises may be that the soft 
loan offered by IDBI really may not be that soft as to 
attract enterprises. The Committee feel that terms 
attached to soft Joans may be reviewed and made 
more attractive. 

The Committee find that in India depreciation 
is based on his!Orical cost as distinct from replace-

ment cost. 1 t has been represented to the Committee 
that depreciation provided in this manner is not 
enough to enable replacement of obsolete machinery. 
It has been urged that we should provide for a higher 
rate of depreciation and see that the amount was 
spent by the industry only for replacement of obsolete 
machinery or modernisation. According to the Sec-
retary, Department of Industrial Development, how-
ever, "accelerated depreciation per se is not a solution 
in the Indian situation at all". He pointed out that 
industries in lndia did not have adequate turnover 
against which higher depreciation could be provided. 
The Committee recommend that this problem may be 
etamined in depth by a Committee of Experts con-
sisting of eminent economists and representatives of 
industry and Government for finding a satisfActory 
solution to the problem. 

The Committee find that there are 767 recog-
nised Research & Development Units. Of these 71 
units are affiliated to the public sector. Total ex-
penditure incurred by these 767 R&D Units in 1981-
82 was of the order of Rs. 200 crores which is barely 
one percent of the total annual turnover of the related 
industries. While it may not be possible for our 
country to spend as much as advanced countries like 
USA, Japan. West Germany, France etc. do on re-
search and development, the existing outlay cannot be 
said to be adequate. There is need to earmark, more 
funds for R&D activities. The Committee would 
stress the need to see that in order to put our scarce 
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resources to optimum use, thrust areas calling for 
research are indentified with care so as to avoid 
duplication of effort in areas which have already been 
sucessfully explored. 

It is gratifying to note the assurance given to 
the Committee by the Secretary, Industry that the 
country is self-sufficient in regard to technicaJ person-
nel for the Industry and tbat there is no lack of 
availability of technical personnel in any field of 
Industry. The Secretary, Ministry of Industry how-
ever, conceded in evideDce that the management edu-
«:ation which is DOW being imparted his not suited to 
the small enterprises manasement as such tt and that 
Hmost of the small enterprises are not professionaUy 
managed." 

The Committee consider that, with more and 
more items being reserved exclusively for the small 
scale sector and consequent expansion of that sedor·s 
contribution to the total economy, there is an urgent 
need to train a ad develop managerial talent in ade-
quate numbers, linked to the requiremeuts of the 
small scale industries sector. 
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