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INTRODUCTION 

I. the Chairman, Committee on Public Undertakings having been 
"authorised by the Committee to present the Report on their behalf, 
present this Forty-second Report on Biecco Lawrie Limited. 

2. The Committee's examination of the working of the Company 
was mainly based on the Report of the Comptroller and Auditor 
General of India, 1986, Union Government, (Commercial) Part VI. 

3. The Committee took evidence of the representatives of Biecco 
Lawrie Ltd. on 27 and 28 October, 1987 and also of the representa. 
tives of the Ministry of Petroleum and Natural Gas on 21 December, 
1987. 

4. The COmmittee considered and adopted the Report at their 
sitting held on 30 March, 1988. 

5. The Committee wish to express their thanks to the Ministry 
()f Petroleum and Natural Gas and Biecco Lawrie Ltd. for placing 
before them the material and information they wanted in connection 
with examination of the Company. They also wish to thank in parti-
cular the representatives of the Ministry of Petroleum and Natural 
Gas and the Undertaking who appeared for evidence and assisted 
the Committee by placing their considered views before the Com-
mittee. 

6. The Committee also place Oni record their appreciation of the 
assistance rendered by the Comptroller & Auditor General of India. 

NEW DELHI; 

11 April, 1988 
~2 Chaitra, 1910 (8) 

(vii) 

V AKKOM PURUSHOTHAMAN, 
Chairman, 

Committee on Public Undertakings. 
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~ PART I,.r.. :;~ 

" BACKGROUND aNAL);:~ 
.' ' 

CHAPTER I 
• ,J. 

HiSTORICAl. BACKGROUND 
c: ;" 

1.1 The origin of the Company can be traced back to December 
1919, when it came mto being as British India Electric Construction 

. "Company Ijmited as it: subsidia~, of Balmer Lawri~ & Company 
Limited, to undertake electrical repair work. Inc April '1970, the name 
bf the Company was changed to 'BieC'OO Lawri.e Limited. 

' •••• " .. ' < ••• . .... ',' \ 

1.2 Consequent upon nationalisation .of Indo Burma Petroleum 
Company .Lilm.t;ed, its subsidiary, lWlmer Lawrie & Company Limi-
ted,.:became a Government Company. on 29th July, 1972. Biecco 
Lawrie Limited being the subsidiary of Balmer Lawrie Limited also 
became a government Company under section 617 of the Companies 
Act, 1956. At., the time Of nationalisation, Ba~er Lawrie & Com-
pany Limiteej held 60.25 per cent o!.the paid-up capital of the Com-
pany with foreign nationals holding 23.00 pel' cent of the shares. 
Fresh equity capital of Rs. 78.07 lakhs was introduced in the Com-
pany by the Central Government during 1979-80. As a result, the 
Government holding, 'ft~c~ded 51 .. Eer cent of the paid up capital. 
Biecco La~rie Ltd. ceased to be a susidiary of Balmer Lawrie Ltd. 
and became an independent public sector undertaking. 

1.3 During the course of evidence of the repres\mtatives of Minis-
,r: try' of Petroleum and Natural Gas, the Comm!ttee enquired whether 

the Government intended to nationalise the Biecco Lawrie Ltd. or 
was it only: ;a consequence of technicalitlc:.~ of the Company's Act on 
~account of which this Company came within the purview of Gov-
ernment' control alongwith Balmer Lawrie Ltd. Secretary, Petro-
leum and NatUl'al Gas stated as follows: . 

"':. 
'This ~iecco Lawrie came to us beeause of Government's 

initial interest in Indo-Bunnah Petroleum Company 
which was in the businesS .of marketing petroleum pro-
ducts. MIs. Steel Brothers and .Co. Ltd. had majority of 
foreign ~ld.hi·gs of Indo-Burmah Petroleum' Co, and ill 

. the early,.'idS,'aovermnent as a matter of policy took over 
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the various foreign oil companies in the business of re-
fining and marketing these products. In 1970, the Indian 
Oil Corporation which had been set up as a new public 
sector company for managing the refineries and market-
ing was asked to buy over the shares of Messers Steel 
Brothers and Co. Ltd. Their share holding in IBP was 
about 55.2 per cent and IOC acquired these shares in 
January, 1970. SubsequentlY,.in.1972, the Government 
took over IOC share holding in IBP and stepped into the 
shoes of IOC, IBP then became a Government Co. IBP 
had Balmer Lawrie as its subsidiary and had 61.2 per 
cent of its shares. Balmer Lawrie in turn had as a sub-
sidiary Bieceo Lawrie Ltd. and this is how initially this 
company, Biecco Lawrie became a subsidiary, of a Gov-
ernment Company, and therefore, a Government Company' 
But subsequently, in the courSe of rehabilitation of this 
cO!'npany, Government had to inject additional capital for 
promoting Phase T modernisation programme. Govern-
~nt invested additional capital in this Company and 
thereby Balmer Lawrie's share holding which was about 
60 per cent came down to 11 per cent and the Govern-
ment of India's share holding went up to over .81.6 pel' 
cent. It, therefore. became an independent Government 
Compa·ny." 

1.4 In this connection, Chairman, Bieceo Lawrie Ltd. also 
-atated:-

"Balmer Lawrie happened to be a company which was ac-
quired under Section 617 of the Companies Act. It was 
a pure accident that Biecco Lawrie which was 
also under_ the same section, became a government com-
pany. There was no deliberate action on the part of the 
Government to nationalise this company. This is to say, 
there were no such reasons as mismanagement etc. It 
was only because of technicalities of the Companies Act 
that Biecco Lawrie Ltd. became a government Company." 

1.5 The Company commp.nced manufacture of carbon bruches in 
1929 and manufacture of induction motors with technical collabo-
T8tion of a Bri,tish Company in 1939. Manulacture 01.11 KV bulk 

·.ofl switch'gears was started in 1951 in collaboration with Johnson. 
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and Philips Limited U.K. A new factory for manufacture of Swit-
'Chgears was set up in 1965·$. In the meantime, the Company also 
started producing other items like fuses, alternators, transformers 
and fuse elements. The collaboration arrangements were terminat-
ed in 1967 .. The Company has at present three productlon units viz. 
switchgear .unit, Motor unit al1d Electric Repairs. 



~'I : ".' ..... ~ ... 
CHAPTER n 

OBJECTIVES ~D OBLIGATIO~, 
2:1 AltH8'u8h the Ministry.°-.o.f Finance; Bureau of Public Enter-

prises issued instt=Wttions in November 1970, to all Ministries to"ihi-
tiate action for laying down objectives and obligations-both in 
financial and economic terrns Of each public enterprise under their 
administrative control, such objectives and obligations have not 
been formulated so far in case of Biecco Lawrie Limited. 

2.2 Asked about the reasons for not framing the objectives and 
obligations of the Company, the Company informed the Audit in 
March, 1986 as follows:-

"During the initial period Of six years after nationalisation in 
1972, four successive General Managers came and w~t 
contributing to a measure of instability in top Company 
Management. The General Manager' used to be the func-
tional head reporting to Part-time-Chairman/Mana'ging 
Director. The tenore of the fifth incumbent whQ joined 
at the end of 1978 and continued upto February 1984 as 
the Managing Director since 1981 conferred the desired 
stability for the first time. This may possibly ~xplain the 
management lapse mentioned under this para." 

2.'3 In this connection, the Ministry Of Petroleum & Natural Gas 
also informed the Audit in November, 1986 as follows:_ 

"In the context of the unsatisfactory working of Biecco 
Lawrie Limited, the future of this Company has been 
under consideration of the Government for quite some-
time and number of options in this regard were being 
examined." 

2.4 During the course of evidence of the representatives of Com-
pany the Committee wanted to know whether the Government have 
examined the options about the future of the Company and convey-
ed their decision to the Company. Chainnan, Biecco Lawrie Ltd. 
stated as follows:- I 

'lIJ'he options that were eder consideration by the Govern-· 
ment were total ct08Ul'e Of the Company, partial closure 

4 
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.. 
of the Company. No final decision has yet been taken. 
But the a1te~~ve of total closure i&..not under conside-
ration now. This information was given to.us in August 
1986 by the Ministry fu a communicatron- receiv~ .. p'y us 

.. on 22 August. The decisitln will be to . do sQm~thing to 
~eh%Mitate the Company an't~ oW-ere asked in August 
1986 to work towards that direction. This has a back-
ground. Earlier, a High Level Technical Committee, the 
BHEL Committee" ati·d a Committee headed by the Cliair-
man of the Rural Electrification Corporation were asked 
to carry out an jnve~gation into the prospe~tS of the 
Company, if aFm it were to be rehabilitated. Based on 
these reports, the Government asked us to work towards 
a plan fo!!·. renabilitation and 'l"C!~onstructiori of the com-
pany ~ich inter alia would involve getting into the 
roots of the problem, getting to:'kn'ow as to what market 
would be there for the products presently manufactured 
by the company, what further markets can be generated 
ff the products can be upgraded, how much share this 
company is expected to acquire in dlffe~ht geographieal 
areas at what price and so on and· so :forth, and other as-
pects such as foreign know-how, indigenous know-how 
etc. Considerable work has been done since August 1986 
and in May 1987 we had SUbmitted a very comprehensive 
rehabilitation plan to the Government." 

2.5 The Committee on Public Undertakings in their 38th Report 
(SiXth Lok Sabha) recommended in 1978-7.9 tT:i8t the public sector 
enterprises should frame and bring out micro objectives in conson-
ance with the micro objective~ of the public enterprises as a whole. 

2.6 The Company, accordingly, formulated the following micro 
objectives and fo.rwarded the same in November, 1983, to the admini-
strative Ministry for approval:-

. (i) Muxi11Wm capacity utilisation. .I, .. 

(U) Restriction of down time to 5 per cent of the total avail-
able time. 

(iii) Maximum attention to quality control and after sales 
service to retain thecuatomers'; goodwill. 

(iv) Maintenanee of. high standard. of efficiency of all em-
loyees by proViding due promotional educational and re-
creatiQnal facilities. \ \ 



8 

\ (v) Provision of opportunities for career progression 
emplqyees. 

of aU. 
I 

(vi) Colt reduction and stringent controls in manpower utili-
I &QUoD. I 

(vii) Generation of sufficient internal resources to meet 1'10n-
plan requirements and part financing of capital expendi-
ture of new projects. I 

(viii) Optimum economy in expenditure. 

2.7 Asked whether the Government have approved the micro 
objectives, the Company replied in a written note as follows:-

"No. But the Ministry recently asked for a re-statementl 
revision of micro objectives and the Company sought time 
till a final decision was conveyed to it for a more realistic: 
statement." ! J 

2.8 During the evidence of representatives of the Ministl'\Y, the 
Committee E:nquired about the reasons for not approving the micro-
objectives submitted by the Company in 1983. Secretary, Petro-
leum and Natural Gas stated as folloWf:i:-

" "The micro-objectives of the company were received for 'the 
first time in November, 1983. But at that time .. we had 
several proposals regarding the future of this company 
under consideration. We had made several efforts at 
that time to have this company transferred to the Min-
istqy of Heavy Industries or merged with the BHEL or' 
made as a subsidiary of the BHEL. 

Therefore, even before -the micro-objectives came in Nov-
ember, 1983. the same company had in fact passed a resolu-
tion suggesting closure of the company. That was undl'I" 
our consideration. In May. 1983 before micro-objectives 
came, the Board of Directors of the company said that 
the whole operation seems to be non-viable and the Gov-
ernment may consider closure of this compa1lfY. It was 
under those conditions that we had actively considered 

I ' various measures to ensure the survival of this company. 
Therefore. the micro-objectives were not taken up in the 
Ministry. It is because, they did not have muc~, rele-· 

~ .,... vance in a situation where its future was at stake. 
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2.9 It has been brought out in the Audit Report that by anell 
large, the major micro. objectives like in.crease in capacity utilisa-
tion, generation of adequate internal resources· and cost reduction. 
are yet to be achieved by the Company. I 

2.10 The Committee enquired as to what extent the Company 
has achieved· the above objectives. Chainr.lan, Biecco Lawrie Ltd. 
stated' during evidence as follows: - I 

"Our assessment is that, we were able to make substantial 
headway in respect of item number 2, i.e. restriction of 
down time to 5 per cent of the total available time. 
Item No.3-maximum attention to quality control after· 
sales service to, retain customers' goodwill. Item No. 
&-cost reduction a.nd stringent controls in manpower 
utilisation. 

And Item No. 8-optimal econoll1fY in expenditure. 

Now comes the maIntenance. There is substantial improve-
ment, especially at th,e switch gear works, where we were 
able to drastically cut down the down time of machines. 
As part of the milCro objectives, here one experienced 
sales service engineer was employed." 

2.11 Explaini~g the reasons for not achieving the other objec-
tives. the Company stated in a written note as follows:-

"Owing to uncertain future of the Company and consistent 
losses, officers' salary structure was truneated Qy the 
Government .,nd certain perquisites were withdrawn. As 
a result. many young talents left the organisation for 
better prospects. With a total ban on employmentr 

management structure became weaker with many posi-
tions lying vacant. Career progression of middle level 
officers was stalled resulting in a sense of demoralisation.'" 



• t~l, ,~ ..• ;; • 

•. CHAPTER m \',. ". 
ORGANISATIONAL STRUCTURE 

The management o~ the aifairsQf the Company'vests,in:':-_·-tHe-· 
Board of Direc~rs consisting of the Part time Chairman, a Maha-· 
ging Director and other Directors;; the maximum number of the 
'Directors being' 12 according to the Articles of ;ASsociatlon. The 
total.·number· of Directors fluctuated between 3 and 10 during the 
years 1975~761lo 19850-86. The fuU1-£inie' Managing "Director had 
been functioning since lMJi':peb¥Uiry 1981, prior to which there was 
no post of the Managing~ Dir£tor; the General Manager was then 
the functional head. On'~exi)ii'Y' of the tenure o'{ the Managing 
Director on 18th February 1984, it was not renewed. The General 
Manager (Operations) was acting as tlle functional head ~t'Om 9th 
Mareh 1984 and reporting to the part-time Chairman who retired OJ;). 

13th May 1985. The post of the part-time Chairman l'et:nained' vacant 
till ,26th February 1~86 when the new pa~time -Chairman was 
appointed. l' "t· ~ . ~,~ . 

3.2 During the evidence of the represen~tives of the Company. 
the Committee pointed out that there were not onl(y frequent chan-
ges in the top management but the top management posts remailled 
vacant for a long time. Asked about its effect on the working of. 
the Company, Chaimian'13iecco LaWrie Ltd. stated as fOUows:- . 

"I agree this is. ~.l!t. most important area of weakness''',! the 
Company. Instability in top management necessarily 

(... meant delay in decision .. making; and down .. the) cadre. it 
has led to demoralization ~nd a feeling among employees 

"-. that Government has no'time for! this compaI\Y. Apart 
from. Directors, there are so many senior managerial posts 
which hav.e simultaneous!"" remained:WlCant for years, 
After the' Managing Dire~ior left in February 1984, the 
General Manager (Operations) was heading the Market-
ing. Purchase and ~&D functions. apart from carrying 
out functions which were earlier being carried on by the 
previouF. ManJlging Director. This was bound to affect 
the quali1:jy of work in the organisatlon, All that we 
have seen is the result of this. This continues even to 
day." 

3.3 The Committee pointed out that is against 25 officers and 
:about 1400 workers at the time of take over of the Company. at 

. 8 
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preaent there were 60 officers while the .trength of workers had 
been stagnant. To this Chairman, B'f!CCX) Lawrie Ltd. stated as 
follows:- I I 

"The position is quite critical on the managerial cadre right 
now; it is contrary to the views that you have expressed. 
There has been a flight of managerial talent from this 
Company. In all spheres of contact whether it is flnan-
cial ,management, marketing, research and development, 
there has been a flight of talent. This results in demo-
ralisation of people as they would like to go where thetY 
find better prospects elsewhere. Secondly, a specific 
decision taken by the Government to truncate the terms 
vnd conditions of officers and withhold, the Company 
from offering some 'facilities has also added to it. These 
are the reasons why it led to a flight of talent. We just 
do not have the people to do the work now." 

The witness added: 
jOlt is about the need for strengthening the structure of the 

organisation. I just want to reiterate that the only 
answer in rehab'litating this compaIllY lies in taking stock 
of the existing situation. There were certain discrimi-
natory orders imposed on the company in the matter of 
withdrawal of certain facilities. These facilities need 
tl) be restored if we have to attract people and even to 
retain those who are working with us now. We are a part 
of a group in which the tenn~ and conditions of service 
are the same. But now. an employee of Balmer Lawrie 
would not like to go to Biecco Lawrie because he has to 
suffer certain financial terms. Biecco Lawrie's terms 
have been truncated by the BPE because it is not doing 
well. Th's was the most inappropriate time for bring-
ing about such truncation because at that very point of 
time our need was to have new staff for further expan-
sion of market, absorption of technology, etc. We need-
ed the best talent. Government had placed restrictions 
on US at that time. We requested the Government to 
restore the. parity. Otherw'se, we mentioned that we 
would lose even the existing staft s'nce there is no dearth 
of opportunity in this widely emerging field of new 
switch-gear technology. There are a few employees who 
are loyal to the Company and thl!lY stayed all these 
years despite the demoralising effect. I'f the decision is 

619 LS-2, 
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further delayed. it will be beyond their patience and I 
am draid the. whole game will be lost and there Will be 
nothing in the company to save." 

3.4 When asked whether a full-time M.D. "as not required for 
efficient functioning of the Compat1!Y. the witness stated: 

,eWe should have had a full time MD for this company all 
along. In ad(iit'on we should have a finance representa-
tive on the Board of Directors which we did not have; 
we did not have any Director for R&D so that he could 
plan the future of the organisation. Nobody thought of 
these things." 

3.50 During the evidence of the representatives of the Ministry 
the Committee enquired as to how the Ministry could not provide 
organisational structure particularly the Chief Executive to run a 
sick company like Bieco Lawrie Ltd. The Secretary, Petroleum 
and Naturvl Gas then stated as follows:-

"When the future of the Company was itself at stake. a:1d 
when the Board had asked for the closure of the Company 
in 19'a3. it is very difficult to get any competent person 
to come and join a Company whose future is 5-0 uncer-
tain. Recruitment in public sector undertak~s at chief 
executive level at best of times is not easy. It is going 
to be all the more difficultlY when the Government and 
the Board say that they may close the Company and then 
they go into the market looking for a managing director. 
Well, we can get a managing director, but not a competent 
cne who will see the company through. And the ob-
jective was to see it through. - At that time in 1984. the 
prospect of the Compalltv was closure. That is why. we 
wanted to have a clear v'ew of what the future of the 
CompantY would be." 

He further added: 

"The man who has been in charge as the General Manager 
has 30 years of experience as an engineer in that rom-
pany. It is not as though it was totally left uncared 

I for." 

3.6 The Committee pointed out that the representatives of the 
. Company had bt"ought to the notice of the Committee during thf'~r 
evidence that ":nstability in the management had an adveTSe .eft~t 
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(lD. tho working of the CompaIlf,Y." Asked whether the consequ-
ences of vacancies occurring and frequent changes ill' top mana-
gerial posts were not known to the Ministry. the witness stated; 

"The sickness in industrial units arises on account of various 
factors like poor management. obsolescence of technology, 
over-manning, industrial unrest, combination of theie 
factors in various proportions. This unit was sick because 
of over-canning, obsolescence of technology' and go-
slow tactics by the workers and interruptions in 
the work. Management alone cannot revive a sick unit 
if it is sick on account of these factors. We have 
had a number of sick units which have very gQod 
top management and yet th~ continue to be sick. It 
is not as if the company does not have the ~hief execu-
tive. It had a chief executive at the level of General 
Manager and also a Managing Director only for a period 
of three years. Today the chief executive is the senior 
General Manager with 3{) years of experience in the same 
compaIllY. He knows every aspect of that company." 

3.7 Asked about the views of the Ministry in regard to demora-
lised feeling among employees that Government has no time for 
this Company. he stated: 

"It would certainly affect the morale of any manager. I 
would certainly agree to that extent." 

3.8 When enquired about flight 'Of managerial personnel and 
steps taken by Government to stop that trend. the witness stated: 

"Sir there are two reasons for some of the engineers' leaving 
this company. One reason was the uncertain future of 
the company itself. Many good managers would prefer 
to work in an environment which is a growing one. The 
second' is that the conditions of service in Biecco Lawrie 
were inferior to the conditions of service of equivalent 
people working in companies like mp or Balmer Lawrie 
Ltd. We tried to equalise the conditions of servire in this 
company but we did not succeed because it was felt by 
the various agencies of the Government that Biecco La-
wrie was incurring losses. When it has no capacity to 
pay, how can the conditions of service of the managers 
be improved which will only lead to losses. This was 
the logic which was followed. So. it was a combination 
of relative unattractiveness of the terms and cond:t;ons 
in this company and the uncertain future of the company 
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that lad to lOme of the .ood engineers going elsewhere 
for emp1qymenl That is a fact, Even now, I may 
submit, we are trying to bring their terms and conditions 
at par with the other sister companies." 

3.9 On being pointed out by the Committee that the Company 
was not having any executive directors, the witness stated.: 

"This unit at no time had full-time functional directors, ~x­
cept during the three years when it had a managing 
director." ! 

In reply to a query that the Company had a provision of 12 
directors, he stated: . 

"They are all part time directors-nominees of the various 
agencies of the Government." 



CHAPTER IV 

MODERNISATION AND DIVERSIFICATION 
A. Modernisation (Phase 1) Prog7'amme 

4.1 Although the Company started incurring losses from the 
first year (1972-73) of nationalisation, it was only in 1976 that the 
Management identified the following causes for its rapidly deterio-
rating financial position: . 

(i) declining productivity of old plant and equipment (in 
respect of the motor shop) ; 

(ii) poor industrial relations with go-slow conditions and 
low productivity; 

(iii) unprofitable operations on account of low productivity of 
men and machines; 

(iv) worsening debt equity ratio with increase in the quantum 
of debt and higher rate of interest; 

(v) obsolescence of products and inadequate product develop-
ment and diversification; 

(vi) heavy recession in the motor market from 19'1"''75 leading 
to unremunerative prices. 

4.2 In order to overcome these difficulties, the Company prepared 
a feasibility report in August 1976 containing the following pro-
posals for Phase-I modernisation and diversification:-

(i) Expansion of Electrical Repair Shop; 

(ii) Renovation of the existing Bulk Oil Switch-gear Shop 
with provision for additional working space; 

(iii) Installation of 4 Epoxy Resin Casting Plants for improve-
ment in the quality of the existing Bulk Oil Circuit 
Breaker Switches; 

(iv) Rationalisation of the existing product range and partial 
modernisation of works. 

4.3 The proposal envisaged a total financial support of Rs. 231.40 
lakhs by the Government of India through equity participation 
during 1976-77 to 1979-80. A further plan support of Rs. 17 Iakhs 

13 
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during 1980-81 and 1981-82 was also envisaged. Additionally, non-
plan financial support from the G<>vernment required for meeting cash 
loss for repayment of short-term loans and for working capital was 
estimated at Rs. 178.34 lakhs for the four years ending 1979-80. 
However, in view of the delay in clearance of the scheme the Com-
pany revised the proposals in November 1978, according to which 
the cost was estimated at Rs. 265.20 lakhs as per details below:-

Name of Scheme Nature of Scheme Estimated 
cost 

(Rs. in Inkhl) 
---_._--._---_. -,,--,,_.- -."" -_ .... ---... 

(i) Switchlear BOCB 

(ii) Electric Motors 

(iii) Electrical Repairs 

(iv) Carbon Brusbes 

(V) Resin Cast cr IPT 
Plants 

(vi) H.T. Flame Prof 
SwitctlF4r ~ Projecl 

(vii) LOCB Project 

Renovation and Diversification 

Rationalisation of ranle, revnoalion 
and modembation .. 

Expansion 

Renovation and modernisation 

New activity for captive cons'lmption 
and diversification 

Divenification. 

Div.:nification 

29.55 

27.45 

39.60 

38.40 

24·50 

105.20 

265.20 
-- - -.-~ -- .. -- .. 

.. (.4 The GoverIunent sanctioned the first 5 components at a total 
cost of RB. 135.S() lakhs on 25th November, 1978. The diversification 
of H.T. Flame '!>foof Switchgear Project and LOCB Project was 
shelved by the Government. The Company also did not proceed 

. \Vith the impl~mentation of the proposal for renovation of Carbon 
Brush Shop involving investment of Rs. 0.50 lakh as it did not find 
it economical ·to· continue the m&:lUfacture of carbon brush. 

4.5 Earlier in 'November 1976, the Government of India sanction-
ed Rs. 38.60 lakhs for expansion of the Company's Electrical Repair 
Shop dwing 1976-77. In January 1977, the Government sanctioned 
another loan of Rs. 1.00 lakh for development of the panel of H.T. 
Flame Proof Switchgear. In addition, the Government released a 
total equity of Rs. 144.24 lakhs during 1979-80 to 1982-83 for capital 
elCp~diture. Out of Rs. 183.84 lakhs thus released for capital 
expenditure, the Company utilised Rs. 171.92 lakhs diverting the 
balanee of Rs. 5.92 lakhs to meet working capital/requirements. 
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, 4.6 T~e following t~b~e shows the component-wise capital expen-
diture upto 31st March 1986 against tP~approved" cost, and the 
actual dates of completion against the targets dates of ,completion:-

~.--.--- -----_ .... _._._- .. _----' --" ._----.-

Expenditure Actual ex- Target Actual date 
apProved expenditure date of of comple-

l1y Gov!. in upto completion tion 
Nov .. 197.." 31 -3-86 

(Rs. in lakhs,: 

1. Electrical Repair Shop 
Expan1ion. 39-.60 

2. Bulk Oil Switchgear R.:novation 29.55 

3. CfP r Project Plants for manu-
facturing resin encapsulated 
curront and Potential transfor-
mers. 38.40 

4. Electrical Motors rationalisation 
of product range ann renovation 
of worki 27.45 

63·63 31-3-1980 31-3-1981 

55.64 31-3-1981 31-3-1983 

34.38 31-3-1982 31-3.1983 

24· 27 31-3-1981 31-10-1983 
... - - --_.- - ~-- _. - -----

135.00 177.92 

--------'------:--------.---
4.7 Audit Report has also brought out that the renovation of 

switchgear shop did not have any effect on improving the capaeity 
of the, shop. Even though renovation of the Electric Motor shop 
has helped the company in switching over from the ni,anufacture of 
motors of the international frame sizes, the rationalilliation of the 
product range of the motor shop did not have much of a success. 
The economic viability of the shop has also not improved So far. 
Similarly the expectations envisaged out of investment made in 
electric shop did not materialise. " 

4.8 During oral evidence of the representatives of- the Company, 
the Committee pointed out that even, ' though the Company was 
incurring losses from the first year (1972-73) of nationalisation, it 
was only in 1976 that management identified the reasons of 
deteriorating financial position of the Company. Asked about the 
reasons for taking the management 4 years in identifying the area. 
of weaknesses of the Company. Chairman, Biecco Lawrie Ltd. 
stated as follows:-

"It was because of frequent change of the General Managers. 
In a period of four years w~ had four General Managers. 
As soon as he thought of to concretHe the plan -, and 
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came to logical conclusion, there was a change. Four 
years in this way were lost unnecessarily," 

4.9 The Committee further pointed. out that the proposals of the 
Company submitted in 1976 were approved by the Government in 
1978. When asked as to why it took 2 years for the Government 
for giving their approval for Phase I modernisation programmes 
Chairman, Biecco Lawrie Ltd. stated. that discussions were going on 
with the Government and on the basis of discussions the Company 
had to revise their proposals. 

Out of the 7 items contained in the proposals the Government 
approved only 5 items. The Conunittee enquired that on what 
consideration the Government shelved two projects viz. H.T. Flame 
Switchgear Project and Low Oil Circuit Breaker (LOCB) Project 
especially when the customers, according to the management, were 
getting more and more interested towards the use of minimum oil 
vaccum circuit breakers and particularly when the proposals of 
1978 were framed. in consultation with Government. Chairman, 
Biecco Lawrie Ltd. replied. as foUows:-

"The proposals had gone to the Expenditure Finance Com-
mittee finally on 25th November, 1978. While clearing 
part of the proposals, they did not clear some part viz., 
LOeB Project and also H.T. Flame Prool... The Expen-
diture Committee said through a Member, Heavy Industry 
that our assumptions were tar too optimistic. They 
were not realistic. In these three activities they them-
selves were involved. EFC <;lecided that we go through 
the other part which they have cleared and this part be 
left for the time being." 

".10 Asked whether LOCB .md H.T. Flame Proof Projects were 
not needed, the witness stated.: 

~ 

'" "!, J 

,. 

"With regard to the.use of minimum. oil/vaccum circuit 
breaker, we had made the demand but since BHEL was 
also in this field, we were not allowed to enter this field. 
That was the main reason. I am putting it very bluntly. 
But if the company became a part of the BHEL, when 
this company was brought under one umbrella, the Ex-
perts Committee again discussed this particular aspect, 
the response of the Ministry of Heavy, Industry was that 
they were not interested in taking over this company." 



17 

4.11 As regards the reasons for increase in the actual expen-
diture to the tune of RI. 177.92 lakhs as against the approved cost 
estimates of Rs. 135 lakhs, the witness stated: 

"The increase has not really been to the extent mentioned 
there. The amount of Rs. 177.92 lakhs includes an 
amount of Rs. 31.38 lakhs which was not a part of the 
original estimate of Rs. 135 lakhs. These were non-plan 
capital expenditure items, not part of the original plan. 
If you substract this amount, the increase is only Rs. 11.54 
lakhs and in terms of percentage, it works out to 9.4 per 
cent of the original estimate. So, upto 10 per cent th6 
Board can approve and beyond that the Ministry will 
have to approve. Since the expenditure was only 9 per 
cent or so, it was regularised by reporting this matter 
to the Board." 

B. ModernisatJion (Phase II) Programme 

4.12 In July 1982, the Company submitted to the Government the-
second feasibility report embodying the following schemes involv-
ing a total investment of Rs. 2661akhs:-

.... - (i) 11 KV Vaccum Circuit Breaker Project . 

(li) Auxiliary bus ducts for use in Power Stations. 

(iii) CTC motors for Calcutta Tramways. 

(iv) A.G. 51 Auxiliary Generators of BHEL design suitable-
for diesel locomotives. 

4.13 The above proposals have not been approved by the Gov-
ernment so far. 

During evidence, when the Committee enquired about the res-
ponse of the Ministry with regard to the above schemes and whether 
the matter was pursued with the Government, the Chairman~ 

Biecco Lawrie Ltd. stated as follows:-

"There is a letter from the Financial Adviser of the Ministry. 
This has been summed up in that. It says-

(i) The Project for Vaccum Circuit Breaker is definitely 
not attractive owing to the numerous competitors, 
difficulties of know-how acquisition and uncertain de-
mand projections. 



· (ii) The D;lanufacture, of auxiliary Bus-Ducts will beattrac-
tive (low ,capital expenditure, minimal man-powerre-
quirement) provided by the Company to get know-how, 
technical and sales support from BHEL. 

(iii) Project for C.T.C. moters will be attractive only if its 
concept is changed from being tied to collect tramways 
to more diversified customers requirements, mainly 
Railways with adequate sales support from BHEL.· 

(iv) The Project for AG 51 DC Generator suitable for 
Diesel Locomotives is attractive one. However, the 
Company should try to secure 100 per cent commitment 
for supply to BHEL instead of only 50 per cent share 
after successful deployment." 

The Chairman of Biecco Lawrie also added: 

"This communication from the Government was replied to by 
the Company answering each and every point. But no 
reply to this letter has come from the Government." 

4.14 As regards the need for going in for vaccum switchgear, the 
witness stated: 

"Had we gone into Vaccum Switch Gear in 1982, five years 
earlier, we would have been the pioneers toda~ In 1987 
proposal that we have now submitted to the Government 
we have Vaccum and Gas," 

4.15 DUring evidence of the representatives of Ministry, the 
Committee pointed out that under modernisation phase I programme 
Government did not approve H.T. Flame Proof Switchgear Project 
and LOCB Project even though there was a qualitative change in 
the market demand because of gradual shift from bulk oil switch-
gears to minimum oil switchgear. The Government did not also 
approve the modernisation phase II programme submitted by the 
Company in July, 1982. Asked about the reasons for J1()t approving 
the Company's proposals for upgrading its technology. the Secretary, 
Petroleum and Natural Gas stated as follows:-

"Sir, it is a fact that when proposals were made earlier in 
1978, a number of lacunae were found in those proposals. 
Because those proposals were made by the Company 
themselves without any external assistance or consultants 
or foreign collaborators or even Indian collaboration who 
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"cotild: transfer· technology,. th.at is wily .w~en the Expen-
diture Finance Committee cleared the first phase for 
Rs. 135 lakhs, they found the~ was a clear case to invest 
that amount. Then, they also suggested that a Joint 
Expert Group consisting of representatives of the Deptt. 
of Heavy Industry, BHEL and the Department of Petro-
leum should be appointed to study the matter in greater 
details and suggest for the steps to be taken. They also 
suggested that in the first phase, they could take up 
schemes which would involve diversification of the manu-
facture of high tension equipment and that the limited 
oil circuit breaker Switchgear project can be considered 
after the expert group submitted the report. 

The expert group which was set up in pursuance of this 
recommendation had only one sitting in September 1980. 
The BHEL representative did not even participate in this 
group. And nothing really came out of this effort to get 
the expert group report.' In the meanwhile, this Minis-
try felt that insteaq. of getting an expert group, if you 
could get specific assistance from BHEL on a company-
to-company basis, that would help this Company to 
rehabilitate with expert' assistance of larger public sector 
units. A team of experts Of BHEL visited Bieceo Lawrie 
at the request of the then Secretary, Petroleum Ministry, 
to formulate proposals for Phase II. This group did not 
make a very favourable recommendation and I think they 
also said that the BHEL group made certain suggestions 
for modifying Phase II and these were modifted by 
Bicceo Lawrie Management and submitted later in 1982. 
And the revised proposals of Biecco Lawrie were consi-
dered in September 1982 and these were again not found 
viable. Arising from this, . in May 1983 the Board of 
Biecco Lawrie suggested that if none of' these methods 
seem to be acceptable or viable, there is no option but 
to close down the Company itself." 

4.16 When enquired about the specific reasons for rejecting 1982 
proposals, the witness replied:-

"The proposal was made in two stages. It was made in 1976 
and it was this proposal that was found to have been 
inadequately prepared without adequate market survey. 
That is the reason why phase II was not approved, 
nothing came out of the expert committee which was 
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constituted. Then the BHEL save them adviee and then 
they made further proposals in 1982 somewhat on the 
same lines of getting into the higher technology areas 
for better manufacturing programme. At the same time 
suggestions had also been made that the surplus labour 
should be reduced from about 1500 to about ,a thousand. 
This group also suggested that there should be a separa-
tion of about 500 surplus labour," 

4.17 Thereupon, the Committee pointed out that the proposals 
contained in Phase II modernisation were based on the recommen-
dations of BHEL Expert Group, When asked as to why these 
proposals were rejected by the Ministry, the Secretary; Petroleum 
& Natural Gas stated: 

"The expert team made a number of useful recommen-
dations purely from the technical angle. But when 
the technical recommendations were viewed in the con-
text of financial viability, that is, when we found it diffi-
cult to persuade various agencies in the Government, 
that it was financially viable, the expert team did not 
come into the economic viability of our proposals, The 
technical suggestions they had made were useful, In 
f~ct, some of them have even now been in'Corporated in 
the latest rehabilitation proposals." 

4.18 When asked whether it was not the responsibility of the 
Gevemment to help the company in upgradation of tecbnology 
'Of a sick unit like .Biecco Lawrie Ltd., the witness stated: 

"In 1976 the Company had prepared a SWOT analysis. 
This SWOT analysis had been made in 1976 as part of 
nonna! management tunction. And it is arisin'g from 
this analysis that in 1976 they made a proposal for the 
rehabilitation and modernisation and it is arising from 
this the first phase of modernisation that Rs. 135 lakhs 
were sanctioned by the Government. The second phase 
did not get through and we now have a somewhat 
modified rehabilitation programme taking note of the 
latest technology available and the changes occurred since 
1978 were taken into account, new studies have been 
made, now collaboration arrangements have been worked 
out to impl~ment the rest Of the revised modernisation 
programme. The strength Of the company now has been 
identified in Switchgear Unit, the weaknesses of the Com-

., pany have been identified in its outdated technology, The-
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threats are from the other competitors in the shrinktng 
market tor exiatin'g technology of Switchgear. The opp-
ortunities are that if it is modernIsed on the lines we have 
proposed, it can become a viable company which can re-
pay the investment of about Rs. 4 crores in a few years 
and begin to ~ake profits. These are the opportunities 
available to the Company." 

He added: 
"Because 'Of the vicitudes in regard to the future of the Com-

pany we had an expert group only in 1984 which gave a 
report in 1985. We made it more concrete by asking the 
Company to give its market survey report and an actual 
collaboration agreement for transfer of technology from 
one of the internationally well-known companies in this 
field. We have moved forward from a vague, uncertain 
proposal which we had in 1978 to a concrete proposal we 
have now in 1987." 

C. Rehabilitation Plan 

4.19 The Committee were informed that pending decision on the 
modernisation schemes Phase-II, a study was commissioned to as-
sess the feasibility of diversification of switchgear covering VCB 
and SF-6 and after considering the feasibility report, the company 
submitted a comprehensive rehabilitation plan to Government in 
May, 1987. This plan provides for writing off of all the past loans and 
for a fresh Government equity of Rs. 4.03 crores. Total financial 
implicath:ms of the rehabilitation plan would be Rs. 42.65 crores. 

4.20 Explaining the sali(>nt features of the rehabilitation plan, 
the Chairman, Biecco Lawrie Ltd. stated during evidence as fol-
lows: 

"The salient features of the rehabilitation plan are: 

(a) immediate induction of foreign technical knOW-how in 
vaccum and SF-6 gas circuit breakers. 

(b) the entire debt burden upto March, 1988 to be written ot! 
for rehabilitation to be economically viable. 

(c) discontinuation of operation at motor works. 

(d) surfeit manpower to be separated voluntarily through 
an attractive scheme; 
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(e) investment of fresh equity capital of Rs. 4.03 crores for 

diversification in switchgear activity only, . 

(f) the projected installed capacity and capacity utilisation 
upto the year 1993-94 will be-

1988-89 

1989-90 

lnllolled l'~rct1llQft Uli/ifa-
CQpacil.. lion 

1400 

1400 

73Y. 

81 Y. 

In 1990-91 when the capacity would be increased from 1400 to 1900; 
the utilisation drops to 68 per cent. Then, it picks up in 1991-92, > 

1992-93 and 1993-94: to 74 per cent, 86 per cent and 87 per cent res-
pectively. In the first two years, i.e. in 1988--89 and 1989-90, there 
would be loss. In 1990-91 there will be a break-even point and there-
after, there will be a profit c1 Rs. 120 lakhs in 1991":92 to Rs. 380 
lakhs in 1993-94. . 

This is with an investment of &. 4 crores plus writing~ff of all 
the past loans and surplus labour being redeployed. We 
shall require only Rs. 237 lakhs for the purpose of work-
ing capital by way of non-Plan support in the first two 
years only and not after that. And the most important 
'recommendation is that immediately a full-time dynamic 
and knowledgeable Managing Director should be appoint-
ted in the company." 

'4.21 Asked about the Government response to rehabilitation 
plan, he stated: 

"The reaction, as formally communkated by OUr Ministry is 
very positive. It is .. very very comprehensive plan. The 
proposal is based on a very firm market data compiled by 
an external consultant. It is also based on independent 
assessment Of tht:! capacity. So, they .feel that it is a viable 
proposition and they .have. already received the comments 
from BPE, from the Ministry of Labour. They are expect-
ing in the next two or three days the comments from the 

., Expenditure Secreta.ry's office. Thereafter,. this proposal 
is alm'OSt ready tor subinission to the. Cabinet .. for appro-
val." 
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4.22 During' evidence of representatives of the Ministry, the 
Committee wanted to know the latest position in regard to approval 
'Of rehabilitation programme su.bmitted by the Company in May 
1987. Secretary, PetroleuIr. and Natural Gas stated as follows: 

"The latest rehabilitation pro'gramme has been worked out 
thoroughly on the basis of report given by Kirloskar 
C'Onsultants. Basfld on that, the Company management 
have also inter-acted with Westing House of U.S.A. and. 
drawn up technical collaboration agreement. Technical 
collaboration agreement for transfer Of technology for 
the latest vaccum and SF 6 circuit breaker is also part 
of the rehabilitatjon programme. 

The rehabilitation programme has 3 c'Omponents. One is the 
approval of the technical agreement with Westing House. 
That is, the additional capital investment goes to Rs. 4 
c~ores. Second component i~ writing off 'Of the accumula-
ted loans with interest thereon. As part of capital restruc .. 
turing Rs. 30 crore~ is proposed to be written off. The 
third component is the separation of about 450 workmen 
of the company. This entire proposal is now before Gov-
ernment and is awaiting Government decision," 

4.23 In reply to a query of the Committee witness also informed 
that this rehabilitation programme concerns only to switchgear and 
motor and repair units have not been considered. 



CHAPTER V 

PRODUCTION PERFORMANCE 

A. OveraU Capacity Utilisation 

5.1 The main activities of the Company comprise manufacture of 
switchgears, electric motors and electrio repairs. Switchgear consti-
tutes the main stay of the Company followed by electric I motors 
where value of production, according to audit, is fluctuating from 
year to year. Manufacture of products like Carbon brushes, alter-
l1ators, transformers, 'D' fuse elements etc. were discontinued from 
time to time dpring 1967 to 1983 on aC'Ount of severe competition, 
unrenumerative prices, obsolete design etc. On the basis of the capa-
city of assembly and sub-assembly shops, the installed capacity of' 
'Switchgears in terms of panels would be somewhere between 1958 
and 2054 panels per annum. Assumin'g 80 per cent availability and 
efficiency, the achievable capacity of SWitchgear works would be 
around 1600 panels per annum even though the installed capacity has 
been fixed as 1375 panels per annum. 

5.2 The following table shows the capacity utilisation of switch-
gears unit:- ,,-

Swltchgears-Installed Capacity-l,375 panels: 
--- ..... - _._- ..... _._--_ .. _. - ----
Year Orders in Original Revised Actual Percentage 

hand at targets targets produc- of cap' .. -
the lion city 
beginning utilisation 

_._----_ .. ---_._-_ ..... - .. --._-...----- .. - ..... _---_._ . 
1977-78 N.A. 1,232 944 681 49.53 

1978-79 N.A. 1,000 1,000 856 62.25 

1979-80 1,311 1,140 757 856 62.25 

1980-8\ 2,153 1,100 950 860 62.55 

t981-~? 1.194 1.060 1.001 913 66.40 
I 93!-U 1.224 J,060 960 880 64.00 
1981-84 1.007 1,150 830 801 58.26 

1984-85 945 968 930 881 64.07 

19J5-!l6 456 1,085 946 882 64.15 -_._-
24 
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Capacity utilisation of the motor unit during the correspondin, 
,period was as follows:-

EleCtric Motors : IIl9talled Capacity t ,00 .8OO(HP) 
...... UpIO 1982-83) 75,~KW) 
Revised from 64, HP) 
1983·84 to 48,37S(KW) 

Year Original Rcvi!ed Actual Percentage 
Targets Targets Production or capacity ------- -.------- -------- utilisation 

HP No. HP No. HP No. (in terms ot 
H.P.) 

llm·n . 4~,552 4,65~ 49,0;)0 5,125 27,81S 2,911 27.59 

197iJ· 7~ . 46,779 2.236 40,000 1,907 20,192 963 20.03 

1979·80 . 32,935 1,313 20,745 827 22,561 947 12.38 

198[)..31 . 34,490 1,188 27,000 971 17,6.55 459 17.51 

1981-82 . 25,343 895 10,444 368 6,344 244 6.29 

1982-83 • 32,700 1,187 26,529 963 27,135 985 26.91 

1983·84 . 45,000 1,619 16,000 571 18,650 586 28.91 

19H·S5 . 3(),0~0 993 32,000 1,058 21,586 742 33.47 

·,1985·86 . 36,500 1,200 25,200 840 18,511 755 29.70 

The following features emerge from the above: 

(i) The capacity utilisation of the switchgear shop more or 
1eslJ. remained sta~ant, while that of the electric motors 
has been showing a fluctuating trend; 

(ii) The production planning In the form of targets did not 
keep pace with the order book position of switchgears 
during 1979-80 to 1982-83 when the planned production 
was much beloow the available capacity in spite of ade-
quate orders in hand; 

(iii) From 1980-81 the order book position of the switchgears 
has been showing n declining trend. 

, . 
(iv) Capacity utilisation in Motor Works was generally about 

1/4th of the instaUed capacity. 

5.3 Besides the low utilisation of capacity in main units, the pro-
. duetivi1;y index of the machfne shop, fabrication shop and assembly 
~d su})..assembly shoop (If the switchgean works during 

'619 LS-3 I . ' j 
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1981-82 to 1985-86 ranged between 36 and 42 per cent even though 
the capacity utilisation in terms of number of panels indicates infla-
ted utilisation Of 58 per cent to 66 per cent of the capacity.: 

1981-82 1982-83 1983-84 1984-8' 198'-86 

Machine Shop. 34% 32% 29% 3'% 31% 

Fabrication Shop 41% 38% 36-% 42% 3'% 
Aalembly & Sub-asaembly Shop 45% 43% 39% 45% 43% 

Overall Shop utilisation 41% 39% 36% 42% 38"'~ 

Capacity utilisation in terms of 
panelS. • . . . 66.40 % 64% 58.26% 64.07% 64.15% 

5.4 The productvity analysis of the three shops of the switchgeal' 
works indicates that there is imbalance between the capacity of 
different shops, the divergence between the maclline shop and the 
assembly shop being verY pronounced. 

5.5 During the course of examination of the Company the Com-
mittee enquired about the main factors responsible for under-utili-
aaUon of capacity and whether these could not be antic~ated by 
tile Company. The Company replied in a written note as f611ows:-

"There were 3 major factors that were immediately respon-
sible for under-utilisation of capacity viz. 

1. Substantial decline in productivity of men and machines and 
bouts of labour unrest, manifest in go-slow conditions . 

. 2. Erosion in management strudure with key positions lying . 
unfilled. 

3. General senSe of demoralisation prevading the organisation 
over uncertainties in the future of the Company. 

The Company was indeed fully alive to the situation but 
short of most drastic action involving declaration of lock-
outs, no other remp-dies were good enough to correct the 
situation. Time and again, labour went on go-slow and 
valuable working time was lost before the situation could 

, be somewhat ~deemed throU'gh long drawn-out negotia-
tions. ". 
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5.6 Asked about the steps taken to solve the above problema to 
make the Company a viable unit, the Company stated in a written 
note that: 

"Making the Company financially viable was ingrained in our 
proposals in July 1982, followed. by latest ones submitted 
in May, 1987 which are now under consideration by the 
Government." . 

5.7 In the same context, Chairman, Biecco Lawrie Ltd. stated 
during his oral evidence that: 

"The main factor £01' under-utilisation of capacity was that 
there was a substantial decline in the productivity of the 
machine and the man. It had been there for the last 15 
years now." 

5.8 The Committee also wanted to know the estimated capacity 
utilisation after implementation of Rehabilitation Plan. Chairman, 
Biecco Lawrie Ltd. stated as follows:-

"On the basis of the comprehensive plan for which we are 
awaiting approval from the Government, we have pro-
jected certain capacity utilisation figures. In 1988-89 based 
on 1400 capacity, we can reach 73 per cent utilisation capa-
city, In 1989-90 we can reach 81 per cent capacity utilisa-
tion. In 1990-91, the capacity increases from 1400 to 1900 
per annum. The utilisation in the first year of expanded 
capacity falls to 68 per cent. Then it goes on rising. These 
are the projections given in our comprehensive scheme 
based on industrial engineering studies." 

5,9 The Committee further pointed out that the Company never 
produced at any time even 1000 panel even though according to ad-
mission Cif the management, the Company should have been able 
to produce 1260 panels per annum, Ask('~ as to why no industrial 
engineering study was done to assess the capacity of the Company" 
for manufacturing switchgears, the Chairman, Biecco Lawrie Ltd. 
stated: 

"There was no separate assignment for a scientific study of 
the installed capacity as stich in switchgear works. Bal-
mer Lawrie whi::-h was then the holding company and 
which Is now a minoritv shareholder in the company, had 
a band of industrial en¢'neers. We had given the assign-
ment to them to confirm whether the installed capacity 
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to which we were committed was correct or not. They 
carried out the industrial engineering study in 1986, based 
on which they have reported, they have verified, that the 
capacity is 1400 panels per annum. This is the basis of 
our recOhlm~ndation to the Governmen.t as part of the 
rehabilitation plan." 

5.10 When pointed out that the actual production was even much 
less than 1400 panels, the witness stated: 

"The term 'capacity utilisation' has been expressed on a no-
tional determination of producing close to 1600 nos. But 
we have never crossed even 1000 nos. in any year. Even 
now at this stage; the maximum achievable is 1260 nos. 
in a year. This computation of capacity utilisation has 
been done on the basis of what notionally could have been' 
achieved if all the operating stations were balanced. It 
is not the case even today. The capacity as per CAG is 
19QO-2000. We don't think that is correct. The capacity 
today is no more than 1260. Th-e licensed capacity is only 
1375. If we get the fullest cooperation from the workmen 
as also from otbers who are able to provide all the raw-
materials and the financial inputs. at best we can .produce 
1260 nos. in a year. ,. 

5.11 During evidence of the representatives of the Ministry, the 
Conunittee wanted to know the reasons for low capacity utilisation 
in the Company. Secretary, Petroleum and Natural Gas stated as 
follows: 

UThe available productive capari.ty' of the company is not of 
the latest technology. The switchgears that vie are mak-
ing are not preferred by the customers. The market for 
the kind of switchgear they make, is shrinking and getting 
smaller and smaller. More and more customers are ask-
ing for vaccum drcuit breakers and circuit breakers 
which the compall!Y is not able to make. Therefore. they 
are not selling the kind of switchgear that they have the 
capability to make at present. That is why, there is 
undel"-utilislrtion of CtlPac:!ity. 

IJt re~ard to motors aJ!IO, their cost is high. Technology for 
, the motors is not uptodate and there is .~ry intensive 
competition in the market. That· is why, they are not able 
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to utilise their capacity. Their cost is high because of 
high labour cost and they are not able to compete in the 
market." 

5.12 When asked whether the Ministry ever reviewed the pro-
ductron performance of the Company for taking rem,edial actiop., ~e 
stated: 

"There were a number of reviews by the Ministry Which ana-
lysed reasons for the poor performance of the company. 
Ministry was aware of the technological incompetence and 
absoloscence of the pt:oducts of this company. That is 
why, all these steps have been taken from time to time. 
The Ministry is also aware of the surplus labour in the 
company and it has been making budget provisions year 
after year to take care of the cash losses of the company 
and we were also aware of the current loans and the in-
terest payable on the loans. Various measures have been 
taken from t:me to time which has led to the final pro-
posal which has been submitted for approval of the Gov· 
ernment." 

5.13 The Committee further pointed out that even the targets of 
the production were less than the declared capacitY. To this the 
witness replied:· 

"Yes. Because they could not sell the products in the mat'ket 
which-is a competitive market. "If the products are not 
competitively prked, they lose orders." 

5.14 When further enquired whether the Ministry ever monitored 
the implementation 'Of their directions issued to the Company and 
if so how would they explain the deteriorating production perfor-
mance of the Company the Secretary; Petroleum and Natural Gas 
then stated: 

."When we knew as to what the structural problems Were;, 
merely to iss·ue a directive that they should produce more 
sell more and get out of the financial problems was not 
a practical solution. We' knew what were the problems 
and the obstacles. We wouJd only sft with the Manage-
ment and discuss what best they could do under the cir-
cumstances m minimise the loss. . In such a situation, w~, 
encouraged them to· go out and get as many orders as pos-
sible for switch-gear etc. they did get the orders. But the 
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market demand itself is shrinking. So, all that the Minia-
try could do was to merely offer temporary palliatives and 
try to seek long tenn solutions." 

B. Delayed executiOn of orders 

5.15 Audit has pointed out that the Company did not produce 
at any time even 1000 panels although it had adequate orders in 
hand during 1979-80 to 1981-82. The Company booked orders for 
switchgears on fixed price basis 'far in excess of the capacity, while 
the targets for annual production were always far below the declar-
ed Capaclty. The agreements with the customers did not provide 
for escalation in prices. The result was that the jobs were delayed 
and cost went up for which there was no compensation in the fonD. 
of esca1atio.n. The loss on account of selling at fixed prices amount-
ed to Rs. 202.92 lakhs. The inability of the company to keep up the 
delivery BChedules resulted in declining order book position :from 
the end. of 1982-83. In a number Of cases, delays in execution not 
only resulted in cost escalation but. also attracted liquidated dam-
ages. There was clear lack of coordination between the marketing 
and production side leading to higher ultimate losses. 

5.16 During evidence of the representatIves of the Company, the 
Committee enquire\f as to why the Company booked orders far in 
excess of the Company's capacity. A representative of the Company 
stated as follows: .. 

"Sir, actually it so happened that during that period a large 
number of bulk tenders came out from the State Electri-
city Boards and the Company had to make offers. In fact, 
the Company made offers depending on the delivery 
schedules attached to each tender. The price had to be 
held ftrm.. There was no knowing as to whiCh of the ten-
ders would mature in favour of the Company. It so hap-
pened that three or four large tenders matured in favour 
of the Company and as a result of which there was a· 
huge chunk of orders that came suddenly to the Company. 
Certain delivery times happened to coincide and as a re-
sult of which an these things became beyond the capacity 
at that time. The Company could not help It. It was not 
a matter of choice.'" 

5.17 In this connection, Chainnan, Biecco Lawrie Ltd. also stated: 
"I wouf<l like to say that faced with the situation; we too ap.-

proached some State Electricity Boards for deferment of 
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delivery Or cancellation of orders. In fact, we obtained 
certain d.eferment. Orissa State Electricity Board was 
one such customer whose orders we wanted to have them 
cancelled. It would have meant greater loss to the or-
ganisation. There is one more example of Tamilnadu. We 
did get them cancelled when it was absolutely beyond 
our capacity." 

5.18 The Committee further enquired as .to why there was no 
,·escalation clause added in agreements with State Electricity Boards 
. for supplying the switch'gears. The witness stated: 

41The main customers are the State Electricity Boards. They 
are the bulk customers in the country. Under the EMA 
r_egulations, escalAtion is just not permissible. None of 
the State Electricity Boards allowed any escalation in 
price. If we sent an offer providing for an escalation for-
mula, they demand withdrawal of the escalation formula 
and if we don't accept it, they will not give the order. Any 
provision of escalation would render our quotation totally 
invalid." 

5.19 When pointed out by the Committee that in the absence of 
·escalation clause, the Company should have got approved a reason-
.ble time-frame for supply, he stated: 

'I! accept that. If we were supplying regularly during each 
year, this national loss would not have been reflected 
even. t ' 

5.20 The Committee also wanted to know as to why there was 
lack of 'Coordination between marketing and production divisions. 

-Chairman, Biecco Lawrie replied as follows: 

"In the fluid state in which the Company was operating at that 
time, on the one hand the marketing Deptt. of the Com· 
pany had been asked to book as much work as possible 
and on the other hand we were going through the process 
of discussions and negotiations with the units on the in· 
centive 'scheme." 

-He also added: 

"The loss 'Coula not be only due to lack of coordination. But 
there may be lack of 'Coordination between production and 
sales. This aspect was also analysed during C&AG's 
annual appraisal." 
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lfarket demand of swVtchgears 

5.21 The table below indicates the Company's share in the coun-
try's total production of switchgears upto 11 KV during 1980-81 to, 
1986-87: 

""~~""--~-

1980- 1981- 1982- 1983- 1984- 1985- 1986· 
81 82 83 84 86 86 87 

All India production 6,701 7,025 6,830 4,693 4,653 4,730 L4,SlS 

Company·. production (Nos.) 860 913 880 801 881 882 814 

Company's share in the 
total production as a per-

12.8 12.9 12.8 18.9 CCDtase • 17·1 18.6 18 

5.22 As regards the declining demand of switchgears in the coun-
t.ry, the Company infonned the Audit that fall in all India production 
in 1983--84 onwards has been due to the slump in the all India de-
mand for both bulk oil and minimum oil switchgears. The Manage-
ment also informed the Audit that minimum oil switchgear has 
started losing ground to vaocum circuit breakers and SF 6 gel1rs. 
Nine manufacturers had also entered into foreign collaboration for 
manufacture of vaccum circuit breakers. The- Company, however, 
had been manufElFturing old range bulk oil switch gears for 'tVhich 
demand was falling. 

5.23 When enquired whether project reports for manufacturing 
of vaccum circuit breakers and SF6 had been included in Rehabili-
ution Plan submitted by the Company in May 1987, the Company 
stated in a written reply that: 

"Yes indeed. Besides, SF6 gas br&kers have also been includ. 
ed along with a special design of vaccum breakers suitable' 
to meet REC specifications for tural use," 

5.24( In this connection, the Chainnan, Biecco Lawri,e Ltd. also" 
explained in his oral evidence that:' 

"Our latest rehabilitation plan has been submitted to the-
Government. In between the original plan and the plan 
now submitted, a long period of nine years has elapsed. 
The market sCenario has completely changed. We are no 
longer interested in going in for flame proof .gear. Neithe!'t 
,"are interested 'inm.akitlg of low oil circuit breaktu's 
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whiCh. have become the first generation product. We have· 
given something which is for today andior the future. 
So the plan that we have submitted in 1987, consists of 
technology which is the on-going technology today and 
it will not become an obsolescent, at least for 25 years." 

C. Motor Unit 
5.25 The capacity utilisation of motor unit ranged between 6.29" 

per cent· to 33.47 per .cent as mentioned earlier in hUt chapter during 
1977-78 to 1985-86 and it was generally about one-fourth of the instal-
led capacity~ On the basis of present capacity utilisation of the Motor 
Works, the cost of idle capacity of the motor works came to as. 
85.4i lakhs in 1982-83, Rs. 89.14 J,akhB in 1983-84, Rs. 104.79 lakhs in 
1984-85 and Rs. 124.41 lakhs in 1985-86. 

5.26 Audit has pointed out that the demand for the Company 
motors is declining gradually and the Company's share in the coun-. 
try's production is negligible as will be evident from the following. 
data: 

1973· 1979· 1982· 19113· 1984· 1985· ] 986-
74 80 83 84 8S 86 87 

All India Production (Nos.) !!68155 613521 587639 568017 722115 N.A. N.A. 
Comapny's production 
(Nos.) . 893 947 985 586 742 775 490 

Company's share in term~ 
of perCt'ntagc on total 
prod uct if' 0 .0.157% 0.154% 0.168% 0.103% 0.1()3~~ N.A. N.A. 

In regard to Company's negligible share as compared to all India 
production the Management informed the Audit that "the Company 
has opted out of 90 per cent of the market only as a matter of deli-
berated policy of discontinuing manufacture of motors for agricul-
tural uses and also restricting motor to about 10HP capacity for stock 
sale. This restriction does not however, apply to our comprehensive 
range of crane duty motor. 

5.27 According to Audit the production of motors came to a 'Very 
low level in the year 1981-82 (224 Nos.) which was followed by tn· 
creased production during 1982-83 after which production again came 
down. Out of the increased production during 1982~83, 142 motors 
(cost Rs. 20.06lakhs) were lying 111 stock as on 31.3.1983.48 of them 
(cost &.7.12 lakhs) remained undisposed of even on 31.3.1986. In 
addition, out of the tricreased production of 58~ motors during 1983. 
84, 30 motors (cost Ra. 5.50 lakl1s) remained unsold even on: 

, .,' >. " ',' 
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: 31.3.1986. Besides, out of the production of 74!2 motors during 1984-
.85, 50 motors (cost Rs. 10.56 lakhs) were also lying in stock as on 
31.3.1983. 4B of them (cost Rs. 7.12 lakhs) were produoeed against 
any specific orders. As the market price has gone down, the value 
.of these 128 motors was reduced to Rs. 13.971akhs as on 31.3.1986. 

5.28 In this connection, the Ministry informed the audit in 
November. 1986 that "marketing constraints was a subsequent deve-
lopment resulting .·from change in specifications in the market re-
quirements. Such things are part of normal business hazards". Audit 
has also pointed out that with the introduction of a modified incen-
tive scheme from 1st April, 1982, in the motor shop there was a spurt 
in production of motors for which there was no . demand. The in-
eentive paid in the motor shop during 1982-83, 1983-84, 1984-85 and 
1985-86 amounted to Rs. 3.74 lakhs, Rs. 2.87 lakhs, Rs. 2.77 lakhs and 
Rs. 2.60 lakhs respectively. According to the Manage-
ment Report given in November 1982 "Production of motora' 
was entirely limited by the availability of orders for exe-
cution as well as of the raw materials that could be procured for the 
purpose. Productivity of motors works could be considered higher 
than what it is if orders could be procured at reasonably satisfactory 
prices and proper raw material planning could be done with a lead 
time of three months, which for instance, is necessary in the case of 
rotor and stator liminations". .. 

5.29 During the evidence of the representatives of the Company 
the Committee enquired as to why the production. of motors wu 
taken up by paying incentives when there was no demand in the 
market. Chairman, Biecco Lawrie Ltd. stated as follows: 

"This phenomenon of our giving incentive when there were no 
orders for electrical motors on hand was the :result of • 
certain set of circumstances. After 8 very long and pro-
tracted period of negotiations, we arrived at a settlement 
at the tripartite level between the workmen, the manage-
ment and the State Government, on 25th March, 1982. For 
the Motors Division a revised scheme was agreed to. The 
revised incentive scheme was based on measurement of 
standard time for the first time. Earlier it was overtime 
based incent;ve scheme. The management felt that it 
was a great achievement that, from pUn!ly volumetric, we 
were eaming to measurement of nro"nctivitv for the flrst 
time. The revised scheme re.sulted in sflmiflcant increase 
in pro~uction. Unfortunately, during this long-drawn out 
process of negotiation, there was a very severe slump til 



35 

the motor market in the year 1982-83. The company wu 
.faced with honouring the new settlement which had just 
been completed with the unions. The orders booked had 
been severely depleted or were to face a situation by just 
shu1ting lhe work and losing the Qredibility with the 
workmen. The management which took an anticipative 
decision of certain enquiries which had been floated orden 
against which were likely to materialise particularly for 
the crane duty motors and for shop floor loading. It is 
true that the incentive was paid for these motors which 
went into stock but subsequently these motors were di. 
POsed of. Of course, at that time when we were paying 
incentives, orders were not in hand. Ukewise, a decision 
was taken to convert some raw materials which were in 
stock into either semi-processed or assembling in antici-
pation of orders coming. Some of these materials were 
imported. They were incurring very heavy interest bur-
den. This was the judgement exercised by the manage-
ment in anticipation of the business materilising which 
was prior to the settlement which had been arrived at 
after a long time." 

5.30 The Committee also enquired about the steps taken to sell 
·the unsold motors which were manufactured in 1982-83. The Com-
-pany explained in a written note that: 

"Out of 985 motors produced in 1982-83 at an average manu-
facturing cost (excluding interest) of Rs. 16,404 per motor, 
the Company was holding only 48 motors in stock as at 
31st March 1986 as mentioned in CAG's Report (Page 10). 
Of these 48 motors, the Company sold 23 motors since 
during the last 18 months (1.4.86 to 30.9.87) at an averalte 
price of Rs. 18,185 per motor. The Company is now hold-
ing only 25 motors which are expected to be disposed oft 
in the next few months by necessary modification to suit 
individual orders or by straight sale where possible." 

5.31 During the visit of the Committee on Public Undertakings to 
motor manufacture unit in Calcutta, the Committee observed that 
this unit occupies a large portion of land and has big shed etc. The 
Committee enquired during oral evidence of representatives of Biecco 
Lawrie whether the Company ever thought of closing motor unit 
and disposing of the vast area of land, sheds etc. under occupation 
of this unit to mitigate a part of the losses and generate internal re-
sources for revitalisation of the Company, Chairman, Biecco Lawrie 
Ltd. stated as follows: 
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'We had made speciftc recommendations to the Government 

asking for the approval of our Secretary and the Minister 
in-charge to take such a step and denotifying the whole 
thing. But such a decision never came and it was left to 
the lOCal management to faCje the music." 

Ex~laining it further, he stated: 
"The main reason which pre-empted any specific action on. the 

pa.rt of the management was what to do with the surplus 
labour. There were very large number of employees in 
that unit and unless an alternative to redeployment or 
earlier retirement scheme was thought of, just a closure 
by declaration of a lock-out on account of the 'loss would 
have been a situation which we were not able to enforce 
in the state under the rules." 

5.32 When pointed out that the unit was running into losses from 
the very beginning and the Company should have thought of rehab!; 
litating the workers, the witness then stated: 

"The thought was always there. It was manifested in the num-
ber of proposals we have put up to the Government. It 
was always there as to what to do with the surplus man-
power." 

5.33 During evidence of the representatives of the Ministry, the 
Committee enquired whether the Ministry ever thou'ght pf closing 
the motor unit in view of its incurring continuous losses. The Secre-
tary, Petroleum anet Natural Gas stated: 

'~e had successive reports which pointed to the non-viability 
of the motor unit. But whatever decision we took on the 
motor unit had a very large impact on the labour com-
ponent. Also a piecemeal' decision on .the motor unit 
alone would not have been, acceptable to the workers of 
the unit unless it was also coupled with an assurance that 
the switch gear unit would be modernised and continued. 
That is why, the CUITe.nt proposal provides for the closure 
of, the motor unit. It also takes into, account the land. 
that is available to th~ cqmpany where the motor unit is 
now situated~. Credit is ~ing taken for the value that 
could be realised frpm the land on which ·the motor unit 
h~s beE!~ l~a~. 

D. El.ectric Repair,s Un.it 
5.34. According to Audit, the rated capacity of the Electrieal. ~ 

pairs Shop has not been fixed .. However. in the Feasibility Report 
for expansion, it was envisaged that the Electrical Repairs ShOp 
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Would increase the annual capacity frotn the output value of Rs. 40 
la:k:hs in 1976-77 to Rs. 115 lakhs in 1982.-88 at the then prevailing 
price level. The actual value of the output in the various years 
from 1976-77 at the current prices during the respective years fell 
far' short Of the eXpectation as would be eVident from the following 

. data: 

Year 

1976-77 

1971-7 8 

1978-79 

1979-80 

1980-81 

1981-82 

1982-83 

1983·84 

1984-85 

1985-86 

Sale value of out, 
(RI. in lilkhs) 

40.84 
39.70 

44.29 

42.64 

46.16 

49.85 

46.97 

74.S7 

54.83 

63.77 

5.35 On the basis of the actual sale value of output vis-a-vis the 
expected sale value, the cost of idle capacity of the Electrical Repairs 
Shop works out by audit to Rs. 4O.561akhs in 1982-83, Rs. ·36.97 lakbs 
in 1983-84, Rs. 39.85 lakhs in 1984-85 and Rs. 39.26 lakhs in 1985-86. 

5.36 In February, 1985, the Management attributed the abnormal 
low productivity in the shops to low productivity in the machine 
shop leading to low productivity in the switchgear works as a whole; 
go-slow techniques and lack of motivation on the part of the em-
ployees of the motor works. By and large, most of the factors men-
tioned above would seem to fall within the ambit of the manage-
ment for control. 

5.37 The Committee have also observed from the Audit Report 
that electrical repair shop expansion was completed on 31.3.81 at a 
cost of Rs. 63.63 lakhs. The investment decision envisaged that the 
Company will be able to capt1ll"e repair of RaUway traction motorS. 
However, this expectation did not materialise due to: 

(i) late investment decision; 
(il) delayed implementation; and 

t(iii) conSequent· htgherprke. 
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5.38 When the Committee ~quired the reasons for· delayed 'Im-

plementation of the expansion of electric repair shop, the Company 
stated in a written note as follows:-

"Construction work which was entrusted to Bridge & Roof Co. 
Ltd., a sister concern then in the Group, was substantially 
delayed as plan sanctions through various agencies inclu-
ding the Municipal Corporation were obtained after great 
deal of effort, over·riding objections to factory expansion 
in. the existing site in the midst of residential area in the 
heart of the city. Besides, procurement of steel at control· 
led rates in a scarce market also introduced an element 
of delay. It is difficult to pinpoint accountability on any 
one person or persons but it may; be mentioned that the 
then General Manager who was subsequently made the' 
Managing Director was at the helm of affairs durin# the 
period, but he left the organisation in February, 1984~ 

when his te!lure was not renewed." 

5.39 As regards the delay in investment decision, Chairman, 
Bieoeo Lawrie Ltd. stated during evidence: 

"This was part of the 1976 proposals which were later revised· 
in 1978 after Q! series of discussions." " 

5.40 The Committee pointed out that railways have developed 
additional facilities for repair of traction motors at Vijayawada, 
Baroda, Bulsar. Kanpur, Kanchrapara (Howrah) and Nasik. Asked 
whether the company consulted the railways before taking the 
investment decision. a representative of the Company stated as 
follows:-

"We did have informal discussions and specially after the-' 
expansion was put through. I paid a visit to Varanasi 
to get the rate contract with the Railways for diesel trac· 
tion repairs." , 

5.41 When asked specifically whether the Compal\V .1pproached 
the railways before the expansion or after the expansion, the wit-
ness stated: 

"It was after expansion." 

~H2 The Committee further pointed out that the Company should 
ave consulted the railways before making the investment in the 
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electric repair shop. The representative of the Company stated: 

"The discussions might have taken place at the higher level. 
The Chairman of the Company was ~ the Railways be-
fore and he might have spoken to them. But at our-
level we did not have any discussions before the expan-
sion." ! 

5.43 The Committee also pointed out that the railways were 
getting their repairs through private contractors and enquired 
whether the Company could not compete with the private cont-
ractors. A representative of the Company then stated: 

"We did compete and had orders for traction coils and re-
pairs. Some of these orders got stuck because we could 
not get the inspection done properly.. The other factor 
was that the prices were ver!y low and we could not cheat 
on qUal;ty." 

5.44 The Committee then enquired that if the things were such, 
that why did the Company at all go in for expansion, the witness 
~ted: ~ 

''When we went in for the project all these things were not 
known to us. We learnt the hard way. So we had to 
withdraw from the railway business." 

5.45 The Committee also enquired whether the Company was 
aware that railways \Vere developing their own workshops for 
repairs. The w:tness then replied:-

"When we went in for this project the Railways never thought 
of going in for such kind of expansions. It came much 
later. The Railways were expand'ng their Kanchara-
para workshop but at other places, these came much later 
when they did not get sufficient response." 

5.46 Asked whether any responsibility has been fixed for wrong 
investment decision, Chairman, Biecoo Lawrie stated as followlI:-

"The top Management post remained vacant for a long time. 
Developments were taking pla<:e at the level of Chairman 
who was an ex-railw8(Ys man in consultation with the 
Government. He was an ex-railw8(Y man who had come 
to the Ministry and from the Ministry to the pubUc sec-
tor. Then he became a part-time Chairman. At this: 
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stage, it is very difficult to point out responsibilty on 
anyone or nwnber of individuals. . The survey was done 
prior to going ahead with the implement4t;fon. We had 
made attempts to obtain business for electrical winding 
work from the customers. I can saor that at the relevant 
period, we had a General Manager, who was subsequent-
ly made the Managing Director of the Company and 
stayed on the position till February 1984 when his tenure 
was not renewed, I cannot answer your question." 

5.47 During evidence of the representatives of the Ministry, the 
Committee pointed out that the repair expansion programme was 
part of Phase I programme which was approved qy the Ministry 
in 1978. Asked whether the Ministry consulted the railways be-
fore sanctioning the project. Secretary, Petroleum and NatUfal 
Gas stated: 

"There is nothing on record that the Company got any firm 
commitment from the Railways. The Railways did use 
these facilities for a short time and discontinued these 
facilities for repa:r and testing, after a while. Howevef,·' 
the investments that were made were not intended sole-
ly for the railways and, in fact, have been usea- for other 
purposes even after the railways stopped using these faci-
lities." 

E. Production of <D' FtLSe elements 

5.48 At the end of 1977-78, the Company had a closing stock of 
'55,595 units of 'D' Fuse elements which was almost equivalent to 
the sales of that year. Even then the Company went on produc-
ing 'I>' Fuse elements resulting in accwnulation of 2.35.256 units 
at the end af1983-84. The total sales during 1978-79 to 1983-84. 
was onlly 1,68,3'79 units. The closing stock was, thus much more 
than the sales of six years. The Company sustained loss on pro-
duction of this product in all the,years from 1978-79 onwards. IDti-
mately the production was discontinued from November 1983. It 
was noticed that even incentive of Rs. 0.42 lakh WAS paid during 
1981-82, 1982-83 and 1983-84 to encourage production of '0' Fuse 
elements for which ·there was rio market. 

5.49 The M'ailllgem~t. informed the Audit in M~rch 1986 that 
"'by the end of March 1986, the earlier stOck of 2.35,000 elements 
will have cOme down to around 75,000 Nos". 
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t. ProdUct Profitability cmcl Contribution AMlysii 

5.50 Tlie following table brings out the loss suffered by the ma-
jor products of the company during 1979-80 to 1985-86:-

(Ra. in lakhs) 

YOIr Switcbgears Motors Elect. Repairs 

1979-80 99.86 41.21 5.99 
1980-81 58.06 81.74 21.68 
1981..82 . 17.73 114.11 15.10 
1982·83 74.08 52.49 3!1.93 
1983·84 121. 76 103.43 34·53 
1984-85 161. 76 115. '75 39.44 
1985·86 258.20 24.59 46.44 

~----. -- ------". 

5.51 From the detailed analysis of the profitability analysis of 
each product, as given in Appendix I, the following features are 
diseernible: . r f:::&1'l ...... , ... ,II .. ~ 

(a) During 1980-81 to 1982-83 the contribution from switch;" 
gears was adequate to meet all expenditure including de. 
preciation but was inadequate to meet the interest charges. 

(b) Best performance for switchgears in financial terms was 
in the year 1981-82 when the production was also maxi-
mum. Then began a declining trend and for the first 
time during 1983-84. the contribution was inadequate to 
meet depreciation and interest charges. During 1984-85 
and 1985-86. it was inadequate to cover even other expen-
ses. Upgradation of a large niunber of workmen also led 
to increase in the employees cost. 

(0) In the ease Of motors although the level of production 
was. by and large, the sarne during 1979·'80 and 1980-81. 
there was a Budden spurt in the employees cost during 
1980-81 when the additional incidence was 'Over Rs. 26 
lakhs making the contribution inadequate to meet even 
the employees cost. This was due to increase in the 
strength of workmen as well as upgradation and increase 
in salaries. Similar situation existed in the subsequent 
years excepting 1982-83 when there was higher prodaction. 
However, out of the production of 1982-83. 1983-84. 1984-
85 and 1985-86 a part continued. to remain as unsold stodt 
and adjustment theTeof would alter the results. 

(d) In electrical repairs the contribution was adequate to 
meet all expenses including depreciation but not interest 
during 1979-80 and durinl 1981-82. In 1980-81.. loss 
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i even before charging interest, .was SUBtain~ During IINJ2.-83 
to· 1965-86 the contribUtion could not meet even the employ-
ees cost. 

(e) Since all expenditure othft' than the consumption of 
materials is, by and large, fixed and profitability of the 
undertaking would depend upon the maximum utilisation 
of the capacity. . The analysis clearly brings out that 
when the production and capaci\y utilisation were some-
what better, it was possible to meet all expenditure other 
than interest a part of which has been a burden on ac-
ooun t of past losses. 

5.52 The audit has alS'O pointed out that with larger volume of 
production and b '~tter utilisation of capacity, it would have been 
possible for the Compan)" to show better results in the switchgear 
shop . 

. 5.53 When asked as to why no attempt was made by the Com-
panyto concentrate on larger production in the Switchgear Shop 
to reduce its overall loss, the Company replied in a written note 
as folloWfS:-

"The CompantY did make consistent efforts to increase Switch-
gear productioo backed by production planning for higher 
levels of'output, but theefforte were nullified time and 
again throu'gh periodic bouts of labour unrest resulting in 
15 to 2<0 per cent shortfall from target set." • 

G. Cost.Vis-a:-v1.s Selling Price 
(i) SwitchgeaT3 

5.54. The following table shows the average selling price via-a-
vis cost price per switchgear, the main product of the Company: --------_ .. -- ..•. --~ .--.~ •.. -- ..... --~~.".----.-~ ......... -.--~--- _ .. _-_.---_ ... ' 

Year AVl:rage selling A verage cost (llefore 
pr~e per unit charllinp: interest 

per unit) 

-.-- ,~-

(Ra.) (Rs.) 

1979-S0 , 27,416 3M70 

198()'81 35;790 36,595 

1981-82 45,493 40,047 

1962 .. 83 45.585 45,220 

19S}"S4 . 48t544 50,789 

IN4-85 .' . 48,000 53.690 

1985-16 • 44,432 5~.207 

1986-81 • 42,456 62,186 ---



5.55 It would be teen from the above that from 1983-84 onwards 
while the average selling price of switchgear per unit started de-
creasing, the cost per unit was increasing heavily. Asked about 
the reasons for increase in cost and decrease in selling price, Chair-
man Biecco Lawrie Ltd. stated during evidence as follows:-

"So far as increase in cost are concerned on an average it is at 
the rate of 10 per cent per annwn-increase in salary and 
wages, ili.crease in raw materials increase in power and 
fuel and various other elements .... There was also lack 
'C1f coordination between the marketing and production 
side leading to higher ultimate losses .. The demands for 
the customers for bulk oil have been r~.ced as a result. 
Those companies who had equipped themselves with the 
new products were in a better position. There has been 
a shift in demand ap.d vacuum circuit breakers and SF-6 
have come into themara1 reducing the demand for bulk 
oil switchgears. We were in a very ven,y difficult situa-
tion with the total market shrinking. The only question 
which may be asked is that why did we not withdraw 
completely from the field. There is a cert~n base load 
that we had now "for the switchgear plant which can 
absorb certain amount of overheads and we consider la-
bour as fixed overheads. If the raw materials and 
labour are there, we consider ourselves fortunate in an;y-
thing-whatever business w,e can take. So, prices have 
been coming down because of these factors,' in the wake 
of shrinking demand for these types of sw~tchgeats." 

5.56 In the post evidence replies furnished to the Committee, the 
-Company has further explained that: 

"Cost of production per unit rose inexorably over the years 
for one single reason viz. that tbe volume of production 
failed to keep pace w:th the ever-increasing cost of inputs. 
Various factors contributing to ·this state of affairs may 
be further analysed as below: 

(a) Poor industrial relations with go-slow conditions pre-
vailing from time to time resulting hi u·ncter-utiliiation of 
capacity through sub-optimal productivity. 

(b) Gradual erosion in management structure with loss of 
compet~nt and talented omcers leaving the organisation 
and crueiQ} managerial posltions lying vacant. 
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(c) Demoralisation among the rank and file at all levels of 
officers and men. arising out of continued uncertainty 
about the future of the Company in an atmosphere 
of zero-growth stagnation. I ' 

(d) Continuous increase in emplqyees' cost over which the 
Company h&d no control viz. 

'(i) general rise in consumer Price Index. 

(ii) various statutory increases in contributory funds bonus 
entitlements ESI benefits. gratuity provisions, i~urance 
schemes etc. I , 

(iii) revision in pay scales through industrywise settle_ 
ments, other bipartite agreements under BPE norms ,tc. 

(e) Relentless inflationary trends pushing up the cost of 
raw materials and other expenses. 

(f) Shortages of raw materials and bought-out components 
owing to v:arious rell'8Ons viz. inability to pay suppliers 
on time for paucity of funds, production constraints at 
suppliers PFem:ses on account of power shQrtage., scar-
ci1tY of raw materials, et~.'\ '. 

5.5"7 As regards the declining selling price, the Company stated: 
"Had it been possible to maintain the earlier trend in higher 

realisation of unit selling prices (from'19'19/80 upto 
1983/84 vide Para 7.9 of CAG's report), the deleterious 
effects of rising cost of production could have been offset 
to some extent. Ur.forlunately. averale price realisa· 
tion started on the decline from 1984185 onwards owing 
to cut throat competition for the follOwing reasons: 

(a) State Electricity Boards and other sophisticated buy-
ers opting in increasing quantities fOor the more ad-' 
vaneed designs of ,circuit breakers vi2. :Vacuum and 
SF6. being offered by major competitors, despite much 
higher prices, resulting in diminution of bulk oil Switcli-
gear demand. 

(b) A large number of competitors continue to grab busi-
ness in 'bulk oil gear available in lesser volume now, 
to cater to their existing capacities. even at the cost of 
'lesser prices which could be amp\y !let--ofl' by much 
higher realisatif," in VCB/SF fi business. 
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(c) The Company had no :other alternative but to match 
competition to obtain business, as no Price preference 
was being allowed by· Government customers. 

That the market has been shrinking is not a recent pheno~ 
menOn which was predicted by us in 1976 and again 
confirmed in 1982 in our project report." 

5.58 The Committee enquired whether all these problems would 
be solved if rehabilitation plan was· approved. The witness then 
stated:-

"We certainly feel that we could do it. It will not be our 
intention to scrape this line overnight. We feel that 
this will continue to provide the mainstay for the next 
2 to 3 years if not slight\y more. We are trying to go 
into the fields of Vacuum and gas gear with a blend that 
we have planned. We have planned a decreasing volume 
of bulk oil and slightly increasing volume of vacuum and 
later on by a gas switch culminating in a peak in 1992-
93 when bulk oil switch gear is more or less getting 
extinct. We will concentrate on vacuum." 

5.59 Asked whether the Company would be able to compete in 
-the market, he stated:-

"We have collaboration with United States of America and 
France also. Our stUdies have revealed that this gas 
and vacuum swit-::h geat" \vill be in demand at least for 
another 20 years. This is the assessment we have. made. 
In any case over collaboration agreement provide certain 
clauses which S8!Y that any further development of these 
products will be passed on to us as a part of the agree-

. ~ent. Of course we would like to avoid it by estab-
lishing our own Resea:r:ch and Development Wing, which 
will interact with other companies to keep us ;nformed." 

'i.6il }t ~.',,') (''1 :'ne O!lt during evidence that if the interest is to 
be t~k('n :1~~n ~·~c.:)1int the cost of production of bulk olJ conven-
tional sWitchr,ears wi1: be 50 per cent higher. The Committee 
asked whether Tlroduction of lastest types of Switchgea.rs would 
be profitable, the Chairman, Biecco Lawrie Ltd. stated: 

"Our assessment is that the celling price of vacuum switch-
gears is thrre times on an average of than our con~ 
ventional one. So, there is scope for us if we can con-
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tain our c:.osta 8D4. have a betW 1itWsation of capacity 
to face the competition. Thiseertaimy is possible. Av-
erage unit prices are Ra. l.Uyt)GO whieh is- very high." 

About the cost, he stated.:-

"In our feasibility report we have asseued the total cost 
ultimatelGr gomg up to 80 per cent of selling price. We 

have even provided for further 10 per cent escalation. This 
is our prime. need and we want a lfteen Si gnal from 
the Government to get on with the job." 

5.81 Asked about the steps taken to make the switchgear unit 
.-table, the company replied in a written note as Iollows:-

"The only way this situation could be adequately countered 
was for the Company to compete in tenders for Vacuum 
and SF 6 gear where the going prices were almost a. 
times as much per unit with a handsome profit margin. 
Unfortunately, the Compa1\Y would be able to do so 
only after its Switchgear diversification with foreign 
know-how was approved. This situation would not have 
arisen had the Company's proposals been approved in 
1982, which would have made the Company pioneers to-
day in this line of manufacture." 

5.62 During evidence of the representatives of the Ministry the 
Committee pointed out that the selling price per unit of switchgear 
was decreasing whereas the cost per unit was increasing. Asked 
whether the Ministry ever analysed the reasons for it. Secretar:1 
petroleum and Natural Gas stated as follows:-

"There were separate reasons for increase in the cost and 
also for reduction in the celling price. The reasons for 
increase in cast were in a way related to the volume of 
sales because the production went down, because the 
wlume of sales was less and they were not able to use 
their capacity. They are employing more pe()ple. Se~ 
cond is there is a continuous increase in wages and 
salaries' because of the various wage negotiatio!ls, They 
engaged a large number of people with increased wages 
and salaries but getting less and less orders. There-
fore. the cost went up. Then they had material short-
ages and there were industrial relations problem. go-
slow etc. which also got reduced the produetion and with 
the result, they had to increase the selling cost. At the 



, 
4,7 

time ~t price realisation also, there was· a stiff competi-
tion In the market~ S~ realisation went down be-
cause of shrinJdng market. and they were not able' to 
change their' ~gy." 

5.. Asked about the remedia.l measures taken for taking cor-
reetive measures, he stated.:-, ! 

-rbe remed11il measures are to upgrade the technology, to 
give them. a l8t'ger market of Switchgear by enabling 
them to upgrade .the technology soihat theur can meet 
the increasing demand of vaccum switchgear. Second 
is to reduce the cost. The proposal is to shed some of 
the excess labour trom the surplus manpower separa-
tion. The third is to reduce the financial burden and 
accumulated loaDs of interest which will reduce the 
financial burden on them. As a result of these measures 
we expect that they will be able fx> compete in a larger 
market. Then there will be reduction in the cast of pro-
duction by reducing the surplus manpower." 

(ti) Motor. 
5.tM The foUowingtableshows the cost 'ris.-a-vis selling price 

per motor during the last 5 years:....: I 

Year 

'98243 . 

1983·84 . 

1984-85 

1985-86 • 

1986-87 . 

Cost (before chang-
in,iaterest) 

(Rs.) 

16,404 

24,611 

22.481 

22,046 

32,137 

Selling Prwe 
(RI.) 

14,949 

16,140 

15,735 

16,925 

19,878 

5.65 As mentioned earlier in the report the main reaSOn for high 
'eOIt of production in the motor unit has been due to the fact that 
tbecapacity utilisation has been around one.fourth of the avail-
'able :capacity. 



CR.APT:I!:a , . v:l , . , . 
MANPOWER ANALYSIS 

6.1 The total Man..;Ppwer strength in the Compal\Y dUring the 
last 7 years was as follows:- , 

Year 

1979-80 
1980~1 

1981-82 
1982-'B3! 
1983-84 
1984-85 
1985-86 
1986-87 

StajJ Strength· 

1.427 
J..443 
;1,427 
1.417 
~.439 
1,389 
:1,397 
:1359 I' • 

I 
i 

t 

6.2 According to Audit, the Company Ass not made anyscientiflc 
study of the manpower requirement so far. According to the 
assessment of the team of experts sent from Bharat Hep.vy Elect-
ricals Limited in Jlanuary 1982 at the 'instance of the secretary. 
Petroleum, the manpower' strength of the Company should be re-
duced to about 1.000 or 1,100 (as against the existing strength of 
over 1,390). Salaries and wages of the manpower employed in ex-
cess of 1,100 persons worked out to Rs. 57 lakhs, approximately 
per annum, Th" Minbb:'Y informed the Audit in November, 1986 
that "while iml;lementlng the rel'abilitation scheme care will be 
taken to ensure t"',at manpower' retained is, as far as practicable, 
in coni'Ormity with the properlci asseflsed staffing norms." 

6,3 During ev'dence of the representatives of the Company. the 
Committee enquired as to why the Company did not have the 
scientific study made for its manpower requirements and }row the 
Company prop~ed to nti1i~r. the surplus manpower. Chairman 
of Biecco Lawrie stated as follows:-' 

"It is true, Sir, that we are suiferitig from the surplus man-
power for the various rea~ns. We had to find out some 
wa,y of substantially increasing our tum over. The one 
way O'f doing it was througb the introduction of new pro-

48 



49 

ducts tinee' the existing production lines wet"e ,.WIli 
obsolete and shrink in market was stark. We felt that 
this could only be done by the proper study of manpower. 
Eventually we did ask the Balmer Lawrie that for re-
~abilitation of the company tih~ should engue, a3 part 
of the investigating team, qualified engineers who should 
stud.y the work load at each working station. They 
identified for us the stations which were imbalanced' the , 
stations with the excess capacity and those with the 
less capacity. All this 's given in the report. It is 
quite certain that if the equipment is obsolete the pro-
ductivity is bound to be low when compared with the 
much better latest computer controlled quality based 
equipment which are available at a competitive prices. 
All these ideas we have incorporated in the scheme that 
we have submitted." 

6.4 When asked about the proposals submitted to the Govern-
ment regarding the surplus labour, he replied:-

"What we have envisaged is that, we have suggested to the 
Government through our Ministry two options--one ;8 a 
harder option and the second is a softer option. We 
felt that the implementation of a harder option will bring 
us to a confrontation with the unions and perhaps with 
the State Government also. We have. therefore. sug-
gested a softer option which takes care of the redeploy-
ment of the surplus manpower. We felt that we should 
not pick and choose the labour only in the motors dlvi-
~3ion. We should identify the surpluses in the company 
as a whole-whether they are in the Sw'tch-gear division 
or in the motors division." ~ , 

6.5 When asked whether some labour working in ,motor unit could 
be transferred to Switchgear unit, the witness then stated: 

"There are certain skills that after training and retraining it 
should be possible to transfer those who are receptive to 
such training to the other unit and offer. an early retire-
ment facility not only to the motors divisiof!,. but. e~:n to 
the switch-gear division, So that some inter-divisIOnal 
transfers would take' place and there would be some 
balance of man-power." 
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6.6 When enquired about the reaction of the Con\P8Ily tQ the 
proposal of close down the· motor unit anci retrenchment of workers 
therefrom, the Chairmaa. Biecco Lawrie stated: 

liThe Company is situated in West :Bengal, in the heart of 
industrial belt and we ·could not have recommended to 
the Government unless we have done some exercise. We 
have indeed talked to the local labour union leaders who 
are our own emproyees and we shared our concern with 
them. We have told them, if you want this ·Company to 
be shut down, it is a simple decision. But if you want 
this company to continue to exist and oontinue to provide 
employment opportunities to at least 2f3rd of you, then, 
some sacrifice will have to be made by some of you. Then, 
the question came at what cost. How golden is the 
golden hand shake? Depending upon how exactly we 
can make for these men to go along, it is my conviction 
that it should be possible to arrive at an amicable settle-' 
ment and, as to the discussion with the top labour leaders, 
our Union President is Mr. Somnath Chatterjee, M.P. 
and in my own personal capacity, I have had discussions 
with him." 

6.7 When the Committee enquired from the representatives of 
the Ministry as to why the scientific study of manpower require-
1nents of the Company was not made, the Secretary Petroleum and 
Natural Gas stated in evidence that: 

"Studies about the manpower requirements were made on 
two-:-three occasions. When the BHEL expert committee 
visited them in 1982, they recommended that the optimal 
level of employment should not exceed one thousand 
whereas the company had fifteen hundred people. In 1985 
the Company offered a vo!untary separation scheme but 
there was very poor response. More recently in the 
present rehabilitation scheme the assessment of man-
power requiremen~ has been made and that is how the 
surplus manpower is derived as 465." 

6.S When asked about the steps taken to solve the problem of 
surplus man-power in the Company, he stated: 

"There are two objectives. One is to make the unit viable, 
if possible. The Plan objective is to create employment 
wherever it is possible in a viable manner. If the motor 
unit is given up and switchgear unit modernised and 
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labour component reduced by 465 the atudy shows it 
would be possible to make the unit viable and give em-
ployment to tlwuslPld people. The new investment on 
rendering it viable is Rs>. 4 crores and if an additional 
thousanu people :are to be retreriehed. then. the total 
expenditure on retrenchment alone will work out to 
more than Rs. 14 CTores.YJ 

6.9 The Committee further wanted to know as to whether the 
Company will be viable if the labour is reduced by 465. The -wit-
ness replied: 

"After rehabilitation with the retrenchment of surplus labour 
of 465 from 1001-92 onwards it will make a profit of •. 128 
lakhs. In 199Q..91 the loss will come down from the present 
Rs. 270 lak1ls to Rs. 5 lakhs. By the year 1993-94 the pro-
jection sliows a profit of Rs. 380 lakhs." 



CHAPT_m 

WORKING RESULTS AND FUTURE OF THE COMPANY 

A. WOrking Results 

7.1 At the .time of take over of the Company in 1972 it had a 
positive net worth :showing a surplus of about Rs. 17.35 lakhs. How-
ever, the Company incurred losses continuously since then. The 
cumulative losses were Rs. 2567.02 lakhs at the end of March, 1987 
against its paid up capital of Rs. 176.74 lakhs and Government loans 
of :B.s. 1715.73 lakhs. The following Table shows the losses suffered 
by the Company during ItBO-81 to 1986-87. 

1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 1986·t7 

(Rs. in Jakhs) 

Loss before 54.33 12.34 19.15 75.52 78.30 117.07 215.35 
interest 

Interest 100.83 137.57 142.49 179.96 227.70 303.26 365.54 

,. 
Net loss 155.16 149.91' 161.64 255.48 306·00 420.3 .~80. 89 

B. Future of the Company 
7.2 Explaining the revamping operations and future prospects of 

the Company, the Ministry informed the Audit in November, 1986 
that-

"In January, 1982 an ex~rt team of BHEI:. recommended 
certain measures for revamping operations of the Com-
pany at a cost of Rs. 2.06 crores. However, a preliminary 
scrutiny of it revealed that most of the suggested propo-
sals would not be economically viable. As the activities 
of Biecco Lawrie Limited were totally unrehted to the 
activities of Ministry of PetJ;oleum & Natural Gas (it had 
become an adjunct of this Ministry due to historical 
reasons, as a subsidiary of Balmer Lawrie) and as it had 
to depend heavily on BHEL for its rehabilitation. it was 
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suggested to the Department of Heavy Industry in 1979 
to take over the Company and integrate its operations 
with BREL. That Department did not a~cept the pro-
posal. The matter was placed before the Secretaries 
Committee in December, 1983. The Committee recom-
mended closure of the Company. Earlier, Ministry of 
Petroleum & Natural Gas had set up a Committee under 
the Chairmanship of CMD, Rural Electrification Corpo-
ration to advise on the limited, question of whether in 
the light of past performance and present technological 
trands. Biecco Lawrie Limited was worth preserving and. 
if so, how it should be done. The Committee in its report 
submitted in January, 1985 recommended that Biecco 
Lawrie Limited should be merged with BHEL or Andrew 
Yule & Company Ltd. It also recommended that Motor 
man facturing and Repair Units might be wound up. The 
Committee felt that the swikhgear unit was viable. A 
Committee appointed by Government to go into the future 
of uneconomic public sector undertakings went into the 
operations of this Company also. In the context of its 
recommendations, a reorientation of the activities of 
Biecco Lawrie Limited is proposed. As part of this 
exercise. the rehabilitation of the switchgear unit through 
upgradation of technology and additional requisite invest-
ment based on a study being worked by consultants 
specially commissioned for the same, is presently under 
con templation." 

7.3 Explaining it further Secretary, Petroleum during evidence 
inter alia as follows: 

"The activities of Biecco Lawrie were wholly unconnected 
with the activities of the Petroleum Ministry because of 
the<!e historical reasons, when Biecco Lawrie came to be 
an independent Government Company, it was placed 
under the administrative charge of the Ministry of 
Petroleum. This is the only unit of this kind under the 
Ministry whose activities are wholly unconnected with 
the petroleum sector. For several years we haVe tried to 
point out this rather anomalous situation of the Petroleum 
Ministry being asked to handle the affairs of this company. 

Our Ministry did not have the necessary expertise or techni-
cal assistance to deal with the problems and because of 
the reluctance of the concerned organisations to take it 
over, we have been having the continuous problem of 



dealing with the steadily deteriorating situation in this 
Campey. E~en so, eftorts were made in the Ministry 
for several y-ears from time to time to see if there could 
be a rehabilitation of this company under the aegis of 
this Ministry." 

7.4 Emphasising the need for transfering the Company from 
Ministry of Petroleum to Ministry of Industry,'Chairrnan, Biecco 
Lawrie Ltd. also stated as~l1ows: 

"It has been our misfortune that we have been in an indus-
try which has very little in common with the ma~nstream 
of activities of our Ministry. Attempts made to put this 
company under the Industry Ministry concerned directly 
have failed. Had it been under the Ministry of Heavy 
Industries it would have received a better attention and 
treatment." 

. 7.5 As the activities of Riecco Lawrie Ltd. were totally unrelated 
to the activities of Ministry of Petroleum and Natural Gas and it 
had to depend heavily on BHEL for its rehabilitation, it was sug-
gested to the Ministry of Industry in 1979 to take over this Company 
and integrate its operations with BHEL. That did not accept the 
proposal. The Committee wanted to know the reaSl)ns advanced 
by the Ministry of Ind'ustry for not taking over this Com'pany by 
merging its operations with BHEL or Andrew Yule Ltd, The 
Secretary, Petroleum and Natural Gas stated as follows:-· 

"After a number of meetings were held to persuade the 
Department of Heavy Industry to take over this unit, 
they said that they had given t4e matter a careful consi-
deration. And they felt that Biecco Lawrie was not 
economically viable. It i:: likely to continue even if finan-
cial restructuring is attempted. They also said that the 
then existing product range was obsolete. Therefore, 
with that obsolete product range, they did .not find it 
viable f()r them to take over. In other words, they were 
not prepared to take over a sick unit They only said 
that the unit is now sick. Therefore, even financial 
restructuring may not make it viable. These were the 
reasons given by them.. ,. 

7.6 '£he C()mmittee appointed un,der the Chairmanship of CMD, 
'Rural 4flectrlftcation recommended that motor and repairs units 
shoul4 be closed and switchgear unit was foun.d to be viable. The 
'Committee also recommended that it should be merged with BHEL, 
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Burn Standard or Andrew 'Yule Company which were under the 
Ministry of Industry. TbeCommittee appoint~dby th~ Govern-
ment togo into future of uneconomic Public Sector Undertakings 
also recommended the closure of the Company and if it was not 
powble to close it down, it ~hould· be taken over by Departmt"nt of 
Heavy Industry. In view of these recommendations the Committee 
wanted to know from the Ministry of Industry as to why it has not 
been possible for them to integrate the operations of Biecco Lawrie 
Ltd. with BHEL or Andrew Yule Co. Ltd. In a written note, the 
Ministry of Industry have advanced the following reasons for not 
taking over this Company: - • 

1. "It has been incurring losses sinCe 1972-73 and the cumu-
lative loss as on 31-3-1987 is Rs. 25.67 crores on a paid up 
capital of Rs. 1.77 crores. Several studies have been made 
with regard to the future of the Company. BHEL waa 
requested by the Ministry of Petroleum to make a study 
on the working of Biecco Lawrie in 1982. BHEL gave 
several suggestions for improvement of the unit which 
included reduction in manpower, further investments in 
development of new products, etc. A scrutiny of these 
proposals by the Ministry of Petroleum showed that even 
after implementation of the recommendations regarding 
manpower reduction, further investment~. etc., the com-
pany would not become economically viable and would 
continue to be a losing concern. Department of Petro-
leum did not, therefore, pursue the proposals. 

2. Department of Petroleum made a proposal to transfer the 
unit to the Ministry of Indu:>try. Department of Petro-
leum suggested that" the Industry Ministry might conSider 
either merging Biecco Lawrie with one of the existing 
units engaged in the production of electrical engineering 
equipment such as BHEL or Andrew Yule, or reviving it 
with technical help from those units. 

3. The matter was examined in Ministry of Industry and it 
was not found desirable for BHEL to take over Biecco 
Lawrie because the viability of the unit is itself ques-
tionable. The Board of Directors of Biecco Lawrie had 
,taken a view as early as February 1980 that it was not 
possible to run th~ Company profitably and that the 
operations should be discontinued. Department of Petro-
leumplaceda proposal for closure before the Committee 
of Secretaries. The Committee of Secretaries, who consi-
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dered the above proposal in December, 1983, came to the 
cOllclusion that was no option but to close the company. 

4. When the viability of the unit is not there and the only 
alternative is to close down the unit, there can be no 
j?Oint in shifting the unit from one Ministry to another. 
On account of its association with IBP, a petroleum 
company and Balmer Lawrie, Biecco Lawrie has been 
continued with Ministry of Petroleum ever since it be-
came a Government Co. in 1972. Ministry of Petroleum 
is awate of the background and the problems of the 
Company. Mere transfer of a unit from one wing of the 
Government to another without solving the basic pro-
blems of the unit would not be deSirable. In fact, com-
panies like Balmer Lawrie and IBP, which have substan-
tial non..petroleum activities are also being continued in 
the Ministry of Petroleum and Natural Gas. 

5. The question of future of Biecco Lawrie has been discussed 
at various forums in the Government including Com-
mittee of Secretaries and in a meeting of the Group of 
Ministries who felt that the closure of Biecco Lawrie is 
the only economic option. Ministry of Petroleum and 
Natural Gas are taking action for winding up of the un-
economk portions of the company and for revival and 
rehabilitation of a part of the company which- is reported 
to be viable. The product range of Biecco Lawrie in 
respect of motors, swi1x:hgears, etc. are such that they 
are being manufactured by a number of private com-
panies and it may not be feasible for a public sector com-
pany to be viable in this lime even after substantial 
investments are made. 

6. For these reasons integ--ation of the operations of Biecco 
Lawrie with BHEL or Andrew Yule is not possible or 
desIrable. As already stated, transfer of the unit from 
the Ministry of Petroleum and Natural Gas to the Minis-
try of Industry without solving the recognised basic 
problems of the unit would not be desirable." 

7.7 During evidence of the representatives of the Ministry of 
Petroleum the Committee wanted to know the options other than 
taking over by the Ministry of Industry.. The Secretary, Petroleum 
and Natural Gas then stated: 

"We have no options but to continue to manage it on our own. 
When it becomes viable, others may show interest.'" 
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7.8 The Committee further pointed out that when the attempt of 
Ministry of Petroleum failed in 197!} to transfer the control of the 
Company (0 l'vlinistry of Industry the matter was placed before the 
SecretarIes Committee in December, 1983 and enquired as to why 
did the Ministry take four years in placing the matter before 
the Secretaries Committee. The Secretary, Petroleum and Natural 
Gas stated as follows: 

"The initial rejection came in 1979. A number of attempts 
were made subsequent to that and meetings were held 
trying to persuade Heavy Industry on 23rd January, 1979. 
18th December, 197~, 3rd December, 1980. In addition, 
the Director General of BPE was invited to inspect the 
factory which he did in JUne, 1981. The proposal was 
taken to the Chairman, PSEB on 1st Februafy, 1982 for 
appointment of Chairman of BBEL as part-time Chairman 
of Biecco Lawrie. But none of these efforts yielded re--
sults. The e1!orts continued to be made. When no results 
were achieved even till 1983, that is, when the company 
said: Close the unit, the Ministry was also inclined to 
support that view in the absence of any support either 
for rehabilitation or for taking over by any other organi-
sation." 

7.9 As stated by the Ministry earlier, a Committee under the 
Chairmanship of CMD, Rural Electrification Corporation to advise 
on the limited question of whether (Bieceo Lawrie Ltd.) the Com-
Pany was worth preserving and if so,how it should be done. The 
Committee in its report, rp.port submitted in January 1985, recom-
mended that Biecco Lawrie Ltd. should be merged with BHEL or 
Andrew Yule and Company Ltd, . It also recommended that Motor 
manufacturing and Repair Units might be wound up. According 
to this Committee the Switchgear unit was viable. The Committee 
enquired about the action taken by the Govemment on the recom-
mendations of this Committee. The Secretary, Petroleum and 
Natural Gas replied. as follows: 

"These recommendations were considered further and it was 
taken to higher levels in the Government and that wall 
in 19851 when we had the report of Sen Gupta ~mmfttee 
on all sick industries. The entire Government policy on 
sick industri.es was reviewed and because of the review af 
the policy on sick industries, action on this unit was de-
pendent on the dedsions arising out of the policy consi-
derations." 



He further stated:-
"The recommendations of thiS Committee was considered 8.'t 

higher level and the rehabilitation plan which is no~ 
worked out by us is in pursuance of these directives and 
suggestions made at higher levels." 

7.10 The Committee further enquired as to why the Ministry 
have not been able to take a final decision in regard to futUre of 
the Company. The Secretary, Petroleu~ stated as follows:-

"The Minlst~y had at all given times two options, viz. either 
to revive or close it down. In 1978 we 'attempted a re-
viv~l, Rs. 175 lakhs were spent on revival And a partial 
revival was made to prevent a further slide-down for a 
short period; b\1t that was inadequate revival. So, again 
the option came to us, whether we wanted a complete 
revival, o:1',a ilosure. Wb~ it. c~e to a complete revival, , 
itwal!l (jle,ar from several report,s tlUJ.~ we c9u1~ not revive 
~ motor un~t., ,Ql¥y.~ switc1lgeai: unit could be re-
~ved. S9; there w~ the problem of sUrPIU$ labour from 
~. mo~~r W)i~. The option Was to revive ,the switCh-
gear uhlt, and retrench 4OO-odd workers, Of. close it dOWll 
completely. This option was also considered, and a pro-
pgt!Ial w~s ~ken up in 1984 for the complete closure of 
the uni~. There was a rethinking on the subject at t~ 
time, ,and the queetion ~ whether the entire 14ti;i 
workers should ,really be thrown out of employment,\~Jj 
wqether we, coulc;l project the employment of about 1~ 
workers. and. retrench qn1y 400. A Committee was set uP 
in 1984 ,to stHdy this", TPey alSQ .fi8,id that only the switch-
gear .unit eo~d. be ,~vived. We could ,not proceed fur-
thel' on it J~~ause GqYerIlllle~t's general policy.on sick 
uni" was bein.g .leviewed during the, whole of 1985. More-
over, ,the closure decision was not to be taken only by 
the Ministry, but by the whole Government. We were 
seeking that decision. Our preference has always bee. 
not to take the easy way-out of closure of the unit, but 
to protect theemployeest by partial closure. We told the 
management that we did not yet have a viable proposal 
for partial closure. MIs. Kirloskar Consultant did the 
market review for the technology of the switcbgears. Its 
report came in 1987." 

Regarding the latest positiO!l, he stated:-
"Government's policy on' retrenchment is made in constiI-

tation 'wtth several organisations including the Ministry 
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. c. cJ.. .. .•.••. ; .;. . ot Labour and BPE. We did not have such a ~o1icy on 
retrenchm~nt, viz. whether three months .or one month 
per year of service were to be allowed. We had to fit in 
with the Government's overall policy. Since we got the 
1987 report, we have been trying to make our final pro-
posal i.e. going in for retrenching only 400 and odd people 
by separation and by writing off of the accumulated loan 
and interest on it to the extent of Rs. 30 crores and by 
undertaking an additional capital investment of Rs. 4 
erores. The result shows that with these steps. the unit 
can be made more viable. We are pursuing this for the 
lut four ~onths. This alao is the Government's porposal. 
There are four agencies-Ministries of Finance and 
Labour, BPE and then going in for a '~l Government 
decision. We hoPe that the decisionjJlvill Come soon, but 
we do not know what that decision ~il1 be." 

7.11 It also cam~ out during the evidence of the representati~es 
of the Company that whatever pr~ were submitted .. by tbe 
Company there were delayed response from the Govemment ,sid~ 
-.rhich adversely affected the working of the Company:. Asked about 
the reaction of the Ministry in this regard, Secretary, Petroleum 
and Natural Gas stated as follows: 

"Sir, it is a fact that what the company wanted in 1983 was 
the closure of the entire unit. But no final decision was 
taken. to close the unit. The Expert Committee was 
appointed in 1984 and it gave the report in 1985. After 
that we have Sen Gupta Committee Report. Then we 
asked the Company once again not to think of closure 
but to work out a rehabilitation plan for the revival of 
the unit. Then the Management had to appoint the 
c.onsultants and they had to carry out a market surve~t. 
Management had to negotiate with the forei.gn collabo-
rators for transfer of technology. So, the management 
itself took some time in preparing these proposals After 
these rehabilitation proposals came to us, we had to pro-
cess them through a number of governmental agencies. 
In fact around August-September of this year, Govern~ 
ment was still. in the process of working out a formula 
for retrenchment compensation. That question was under 
consideration for over two months and tilT that retrench-
ment formula policy was approved, we han no base to fit 
in uur retren~hment. formula. When that decision became 
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clear some time in September, we had to reC8:st our pro~ 
posals m line with the suggestions that had been mac.ie 
by the Ministry of Labour, Bureau 6f Public Enterprises. 
Atter having recasted it on those lines it is now circulat-
ed to all other ministries including the Finance for their 
concurrence. So, these processes in Government take 
time and the company naturally does not follow the 
internal process of Government. When they send propo~ 

sals ttl the ~istry they expect that the Ministry will 
take a view on its own, on behalf of the Government. The 
Ministry by itself cannot take' a view in a complicated 
matter like this without referring it to other agencies in 
Govenunent. That is the reason' for the delayed response 
to the company's proposals." 

~ 
N~. Review by the Ministry 
.~. {' 

7.12 As per guidelines issued by Bureau of Public Enterprisea in ' 
1969, 1975 and 1980, the Ministry should hold performance review 
meetings in respect of all undertakings under their administrative 
control every quarter associating the representatives of BPE anel 
the Planning Commission. 

- . 
When the Committee enquired as to how many such quarterly 

reviews were held in respect of Biecco Lawrie Ltd. during t~e years 
1982-83 to 1986-87, the Secretary, Petroleum and Natural Gas 'stated 
in evidence:-

"We had held meetings on 9 occasions. They invariably 
attend our meetings. BPE and the Planning Commission 
were regular invitees during his period." 

7.13 As regards the role assigned to Government nominees on the 
Board of the Company, the witness il"~ortiied the Committee that-

• ! ' 

"The Government directors on the Board attend the Board 
meeting~ and wherever possible they make their own 
constructive suggestions for improvement in the perfor-
mance of the Company. They also report back to the 
Ministry about the progress or lack of progress in the 
Company in te·rms of financial results. They are also 
aware of the various rehabilitation measures under con· 
sideratiO'n in the Ministry which they convey to the 
Board of Directors when they attend the Board meetings . 

. They do participate in the discussions and make their 
own suggestions." 
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. 7.14 When asked the action taken by Ministry on the sugges-
tions given by the Government directors particularly in view of 
the fact that positi'On of the Company has been deteriorating year 
'after the year, the witness stated as follows:-

"The Board of Directors have, in fact, been asked to under-
take market survey and the feasibility study. The Chair-
man of the Company and the Directors regularly meet 
the Secretary and senior officers in the Ministry. We 
have had a ~eries of 8-9 meetings in the last few yea.rs, 
apart from other numerous meetings that are held, speci-
fically to dis·cuss the rehabilitation scheme. So, we are 
in Iconstant touch with the· top management of the company 
and with the Board. But the main point here is, . th~r 
are looking for some c1eax-cut decision of t.he Government. 
Until that decision comes, they have to manage as best 
as they CE\'n in a difficult situation, a situation where they 
are incurring losses. Even in this situation, Government 
Directors give' them suggestions on hoW' to get more 
orde.rs, about productivity, on how to l'educe costs under 
the existing constraints." 

7.15 Enquired whether as a result of review by the Ministry has 
any responsibility been fixed for the dismal performance of the 
Company, the witness stated:-

"Review of the perfo.rmance of the undertaking showed that 
it was not just management that was responsible for the 
present state of fin~cial bankruptcy, if I may say so, of 
this undertaking. It was -due to various factors which 
were not entirely within the control of the management. 
We were t.rying to rectify those factors. We were also 
trying to get the management to do the best that was 
possible under the circumstances. . Given all the problems 
and handicaps of the undertaking, the management was 
encouraged to do the best under the circumstances. But 
the best was not adequate· to keep them away from cash 
losses for various other reasons." 

In reply to, a specific question put again by the Committee for 
. fixing responsibility for bringing .the Company to the point of 
finanCial bankruptcy, the Secretary, Petroleum and Natural Gas 
admitted that no responsj.btlity has been fixed in this regard. 

D. Capital Structure 

7'.16 At 'the . ti~e of take-:over hi July 1972) the authorised capital 
of the Compan3L was .Rs~ 50 laKbs' arid the paid ·~'d'Qpttal Rs. 32.50 
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lakhs. As on 31st March 1987, the authorised capital and paid up 
capital of the Company were '&s. 25().OO lakhs and" Its. 116.14 tespec-
tively. In addition to share capital, G6vemmentof India sanctioned 
non-plan loan every year since 1976-77 aggregating RS. 1676.13 lakhB 
mainly for meeting the cash losses. In addition, a plan loan of 
Rs. 39.60 lakhs was granted. during 1976-77, taking the total Govern-
ment of India loan to the Company to Rs. 1715.78 lakhs (including 
conversion of interest of Rs. 5-21.03 lakhs into loan) upto 1986-87. 

7.17 In spite of the fresh equity capital input by the Govt'rnment 
of India, the debt eqUity ratio continued to be adve.rse mainly 
because of persistent losses sustained by the Company, for which the 
Government of India had to extent non-plan assistance. The total , . 
interest on the loans upto 31st March 1987 was Rs. 1452.10 lakhs, 
out of which interest accrued and due but not paid was Rs. 875.54 
lakhs. The Company also became liable to pay penal interest of 
Rs. 434.65 lakhs upto 31st Mat'lCh 1987 on account of its failur~ to 
repay the instalments of the principal and to pay ,the interest in 
time. 

7.18 The debt equity ratio of the Company during the last 4: 
years was as follows:-

Year Debt equity raotjo ._-_ .•. _._--_._ .... - ._--"-,, .... __ ._-----_ ... - .... _.,,----_.-
]983·84 

1984-85 

1985·86 

1986-87 

6.40 : I 

7.81 : I 

!L61 : , 

9.71 ; I 
---_.".- _. --.--- ..•. - .. ----_.--.--:--_._-_ .. __ . __ . __ ._--

7.19 In order to set right the adverse debt equity ratio the 
Company submitted a composite proposal to the Government of 
India in July 1962 for fresh capital investment on diversification and 
also for restructuring of its capital to bring the debt equity ratio to 
2 : 1. 

7.20 During the courSe of evidence of the representatives of the 
Company, the COmmittee enquired whether the Government' had 
takEiD any deewbl'lon the proposals of the Company submUtedin 
July 1982; Ctiatrmab. of the Company sta~: . 

-No. Sir. The earlier proposal of july 1982 which· involved 
.8.QJJH! ~ o~ '~J}. c~~. to ~~~ 1'4tiQ co:ld be 
~' ..... ~~~;~'Wf~~,~~., 
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'1.21 Aabd whethe.r the matter was pursued with the Ministr1. 
the witness stated as follows: 

"Yes, Sir. I have discussed it in the Ministry. The only 
remission we got was from having to pay interest on the 
loans which had already accrued because payment of that 
interest would have involved Government giving further 
non--plan assistance to enable Us to pay back the loan to 
the Government. So, that is the only concession, the 
Government has given. T1D.at is the reason that Rs. 2. 
crores loan has accumulated." 

7.~2 During evidence of the representatives of the Ministry, the 
Committee wanted to know the latest position in regard to capital 
restructuring of the company, Secretary, petroleum and Natural Gas 
stated as follows: - . 

"Over the years Government haVe been giving loans. The 
company has not been able to repay the loans. The 
company has not been able to pay the interest on the 
loans. The accumulated loans are over Rs. 17 croretl 
today and the accumulated interest is over Rs. 13 crores. 
Therefore, with .the total liability of Rs. 30 crores and odd 
this company has no future unless an overall restructuring 
of the capital of this company is done and accumulated 
arrears of loans and interest on loans are also dealt with 
and some additional injection of capital is made for 
modernisation. We have proposals for injecting only 
about Rs. 4 crores and odd for modernising in the switch 
gear unit and by evolving a mutual satisfactory scheme 
of separation of manpower which could be offered to the 
surplus employees which would also call fo.r substantial 
funds Of the order ot Rs. 5 crores or more, we. believe that 
the switch gear unit can be put back as a viable unit with 
modern technology. The Company was. asked to get the 
feasibility report done last year which they get done from 
Kirloakar Consultllnts and the report also shows that with 
this injection of capital and ;re.stroctuI1ng of the arrears 
tJds company can pay back to the new investment in a 
very sllort period and begln to earn surplus. 

~ prp~ls ~ at an advaneed ~ before they are "'n,g tpkAA for a ~ a~ ot. the G4W,ernlIlFp,t· We 
eXpect Yf!ty soon G~ ~,\~ ~ a ~ijon tQ take 
a ftnal deefsion one w8y of the other. t, 



PART-U 

CONCLUSiONS/RECOMMENDATIONS OF THE COMMITTEE 

1. The Committee have: observed that Biecco Lawrie Limited 
came under the administrative control of Government in July, 197% 
consequent on nationalisation of its holding CompllDY, the Balmer 
Lawrie and Company Limited. In 1979-80, the Gover11lucnt holdings 
in the Company exceeded 51 per eeDt of its capital and as su.ch Biee-
co Lawrie ceased to be a st!bsidiary of Balmer Lawrie and became 
an independent public sector undertaking. But ever since it waS 
taken over by the Govemment, Biecco Lawrie has been incurring 
losses. Its cumulative loss stood at Rs. 2567.02 lakhs at the eull of 
March, 1987 again~t its paid Up capital of Rs. 176.74 lakhs. 

The Committee's examination of its working has revealed se..-eral 
disquieting· features. The Committee's findings and their recommen-
dations are set out in the su~ceeding _paragraphs. 

2. 'IQ spite 0( BPE's instructions issued as back as. November, 
1970 asking aU the public undertakings to make a comprehensive 
statement On the objectives and obligations (financial and econo-
mic) and have it approved from their administrative Ministrie", 
such objectives and obligations of Biccco Lawrie Ltd. Ihave not been 
specified Iv far. 

Again in 1979 and 1983 in punuance of Committee on Public 
Undertakings recommendations contained in their 38th Report 
(Sixth Lok Sabha), BPE issued further instructions to all MiGistri" 
to advise their public undertaking to formul~te micro objective con-
sistent with broad objectives $pelt out in Industrial Policy State-
ment of December, 1977. In pursuance of this directive the Company 
is reported to have formulated tertain micro objectives and sent 
them for approval to the Ministry in N~vember, 1983. The Commit-
tee are distressed to observe that the micro objectives submitted by 
the Company in November, 1983 have not yet been approved by the 
Ministry 10 far. Although it loob incredible yet it is true 'that the 
Company has been functionmgfor the last more than '15 years with-
out any speclfle goal set torltseH. 
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3. The main reason advanced by the Ministry for Dot approvine 
the micro objectives is the continuing uncertainty about the ~uture 
of the Company. While the Committee do agree that in a situation 
where the survival of the Company was at stake the macro or 
micro. objectives could not be fonnulated on a realistic basis. How· 
ever, the Committee do not approve the delay on the part of the 
Government in not deciding abont the future of the Company. The 
Committee strongly l'ecommf'nd that decision about the future of the 
Company should be taken b'y the Government without any further 
delay. In case the Governmlmt decides to rehabilitate and run this 
sick unit then the micro and macro objectives should be got framed 
and approved by the Ministry so that the areas of operation are 
clearly known and the Company is able to draw up its programmes 
·and take action to execute them in a time~bound schedule. 

4. Although it was expected from the Mini .. try to provide an 
efficient management to run this sick unit under its administrative 
t~ontrol but the Committee are pained to observe that the Ministry 
have totally failed to properly guide the affairs of the Company. As 
a result, there were not only frequent changes in the top manage-
ment but the top management posts remained vacant fol- a long 
periods causing demoralisation amongst the functionaries and delay 
in decision making. The fuJI time M,anaging Director !had been 
functioning since 19th February, 1981 and prior to that there was 
no post of Managing Director and. the General Manager was the 
fundional head. On expiry of the tenure of the Managing Director 
·on 18th February, 1984, it was not renewed. The General Manager 
(Operat;oD.CJ) was acting as the functional head from 9th Marcb, 
1984 and reporting to the part-time Chairman who also retired on 
13th May, 1&85. The post of the part.time Chairman also remafl1ed 
vacant till 26th February 1986 when the present part-time Chair--
man was appointed. This instability in top management was also 
admitted by the Chairman of Blecco Lawrie during his evidence 
before the Committee when be stated " .... ,I agree this is the most 
important area of weakness of the Company. Instability - in top 
management necessarily meant delay in decision making; and down 
the cadre it has led to demoralisation." ' 

5. Besides v,cancies in the top management posts~ there Ibas been 
ftigb( of managerial talent of the Company in' all fields caudn,;t 
number of vacancies in the managerial cadre. A situation has been 
created where the serving officers do not want to remain In the 

"Company and oUtside talent is not enthused to' join a sinking ship. 
All this 'has adversely athcf~ ~ worlring' of flIe Company. The 
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Committee, therefore, desire that the work culture should be im .. 
.prov~ ieutiDuity ... *91' maJUll'8lllent ensured and all the vacant 
~eDio~ llGIitions ~d up ",,~thpui' deljay. "" . ' 

~ . ,,, . '.'.1, : 
6. The Committee find thlU at present the Company is headed by 

the part-time Chairman and there are no lull-tinie Executive Diree-
tors. Further, the present part.time Chairman is also full-time 
Chainnan and Managing Db"ector of Indo-Burma Petroleum Com-
pany and , part-time Chamnan of Balmer LaWrie & Co. Ltd. The 
Committee recommend that the Government should appoint an 
efficient and dynamic executive as a fUll time Managing Director 
or Chairman-cum-Managing Director who could devote full.time 
and attention to the affairs of the company. Governml~nt may also 
consider the feasibility of appointing 2 full-time Executive Direr.-
tors, one for finance and the othe~ for production and res-eareh. 

7. In August, 1976 the Company is reported t.o have prepared 
a feasibility report embodying various proposals for phase I of 
modernisation programme. The proposals envisaged a total. fin-
ancial support of Rs. 2:11.40 lakhs by Government of India through 
equit~' participation during 1976-77 to 1979-80. However, uue to 
delay in clearance the Conlpany revised the proposals in November, 
1978 whel'eby the estimated cost was also revised to Il~. 26.,.20 lakhs. 
Out of 7 items included in revised plan, Government sanctioned on 
25 November, 1978 only 5 items at a cost of Rs. 1as.50 lakhs. The 
revised plan besides providing for modernisation an~ diversifica-
tion schemes also included setting up a new plant for manuf8ctur~ 
of Low Oil Circuit Breakers (LOCB) while continuing with con-
ventional product line of Switchgear with Bulk Oil Circuit Break-
ers. It also provided for rationalisation of motor shop. While 
sanctioning this scheme in November, 1978t the Government shel-
ved LOCB project alt~ough by that time the market preference 
was in favour ~f f"OCB switch~e8rs.. Further. as against the 8'{)pro. 
ved cost estimates of B.s. 135.50 lakhs the Company .is reported to 
have invested B.s. 177.92 lakhs on Phase I of modernisation pI'&' 
gramme, cOVlprising expansion of the electric repair shop, renova-
tion of the bulk ott switchgear shop, rationalisation of product rODge 
an~ ret.t0vation of works at' the motor ~op and Current Transfor-
mer and ~ower 'Transformer (CITT) pl'o:tect. The reDovation of 
the switchgear shop did Dot' have aDy efreet ,OD augmenting the capa-
'City, while rationaU .. Uon of ~e PJ!'Oduct r",p of t,h,e mo~or shop 
." Dot bave ma,ch of a su.ecess.. Ob tbe o,~h8r ~.nd.. t~e bene~t ~_ 
peeted ,.,... tile e~lulDlioD of tile el~ rep", sJ:t~ a,J.~0 eM ~~t 
mated ... ~e ... ~~ ~ or.,. J;e~eA, ~ t~.e.,..me 
level ~ ~ ~ .. ~ ~ Pf~., lWt~,.,. ..... ,. ~t.tl If • *" "'v~ ... tMa ~ . . -r.: ~.''''i'(~ 
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lJ. A,ain in July, 1982 the Com) .. ), tried: in vain to up'rnde its 
technology while 8ublnitiin~ Phase-ll ~f modernisation scheme 
involving a total investment of as. 266 Iakhs mainly· for setting up 
facility for VCB type switchgears. Even though the proposals were 
based on recommendations of a BBEL study team, these were not 
approved by the Government, as these were not found economically 
viable. Emphasising the importance of having vacuum switcbgelU'll 
in 1982, the Chairman, Biecco Lawrie Ltd. admitted during his evi-
dence that "had we gone into vaccum switchgear in 1982 five years 
earlier, We would have been the pioneers today." The Committee 
do not see any justification on the part of Government for not 
approving the Phase-II modernisation programme when the demand 
of switchgear, was fast changing in favour of vacuum switchgears. , 
The Committee are 01 the' \'iew that had the Ministry been sensitive 
to the market demand of switchgenrs and approved Phase-II of 
modernisation scheme, the financial position of the Company would 
not have deteriorated to the level of bankruptcy as it is today. 

9. The Committee find that in order to revive sick Bieceo Lawrie 
the management submitted to Government a Rehabilitation Plan in 
May, 1987. The I-Ian provides for a fresh Government equity of 
Rs. 4.03 crores while writing off all the past loans. Total finan(ial 
implications of rehabilitation plan were estimated to be as. 4~.65 
crores. The plan provides fol:'" diversification of switchgear covering 
VCB and SF 6 which have a great demand in the market. This Reha-
bilitation plan, which awaits approval of the Government envisages 
that the Company would reach the break even point by 1990.91 
and would start earning pl'ofits thereafter. However, motor manu-
facturing and electric repair units have not been included within 
the amhit of Rehabilitation Plan. 

10. In order to have firsf hand knowledge about the working of 
the Company, the Committee also visited the production units of 
the Company at Calcutta in June, 1987. After the evidence of the 
representatives of the Company and the Ministry, the Committee 
have come to the conelusicm that since the Company has good in-
frastructul,'e ladJ.ties to IQIlQfactlu'e switchgears, it has undoubted. 
If t~e poten.tial~~ for revival. ~ Ccnnmittee, the~fore' recom. 
JD~d that tlle G . .,v~e,nt s'hOllld,.fill,aJJse. the. ~. ,.,~.j~.:t.io~ pl~~ 
WltM .. t. fw.1JJ.er. ~S8, of ~~. 'til, ~pJe~eJl~Jon ~( th~, ~18~. and 
=j'~:;~~8 a,.e~e.~ .~"J4 ~.~; ~~I~~~, ~~,rr1i ~r th~ 
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11. Production pertormance of the Company also prl-'Sents a 
-dismal picture. The main activities of the Company comprise manu-
facture of switchgears, electric motors and' repairs. In fad, the 
switchgears is the main stay of the Company followed b~· electric 
motors whose value of prorludion is fluctuating from year t9 ~·ear. 
On the basis of capaci~y of ass(~mb)y and sub-assembly shops I.he 
installed capacity' in tem1S of panels of switch gears should be bet-
ween 1958 and 2054 panels per anllum. .\N'or,ang to /\ witt, 
assuming 8~' per cent ava]al,mty and eflid{~ncy, 6c at,hic\' •• },le 
capacity oi switchgeal's should be around :l600 panets PCI' anllum 
even ('hough tlll~ installed ctlpu{'ity has heen fix(~d at U7:'i panels 
per aunum. In this wuucetioll,. the sturly ('onduded h~' En;:!nej.~r:; of 
BaJmer Lawrie in 1986 also revealed 1hat th~ capacity swi:'.·hgl~3r 
should be around 1400 panel~ per annum, Howe"er~ Hc('ordill~: to 
Management, even if they get full ('o(lpel'ation from' the WOrklllp.tl 

etc. the maximum achievable capacity would fit bt'st bc' ] 26(1 J11)~'. 

- in a year. The Management has also informed that the Company 
has never crossed 1000 nos. in any year and the percenta.ge of 
capacity utilisation ranged hetween 50 to 66 per cent during 1977-78 
to 1985-116. 

12. The Committee are distressed to note that the production 
targets were always fixed far below the installed capacity and 
the targets fixed were further lowered sub&tantially . and 
·even these revised targets eould not be achieved by tbe C"'ompany. 
Besides the low capacity utilisation of the main units, the producti-
vity index of machine shop, fabrication shop, assembly and sub-as-
sembly shops wa~'utterly low. It ranged between 36 per cent and 42 
per cent during the year from 1981-82 to 1985-86. 

13. The Committee are unhappy to note that the capacity utiti-
sation of motor unit ranged between 6.29 per cent and 33.47 per 
cent during 1977·78 to 1985-86 and it was generally about one-foUl'th 

. ~ the installed capadty. On the basis of present capacity utilisation 
of Motor Works, the cost of id~ capacity of motor works came to 
Rs. 85.41 lakhs in 1982-83, Rs. 89.14 lakhs in 1983-84:, Rs. 104.79 lakhs 
in 1984--85 and Us. 124.41 laJdtsin 1985.86. 

H. The demand for motors prodtked by the Company is also 
reported to be declining gradually and the Company's share in the 
COllntry's production was' negligible and it came down from 0.157 
per cent In Im74 to 6.103 per cent .in 1984,...8$; The Committee have 
noticed t~t from 1_.a ()llward~ the se~.ng price of motors manu-
factured by the ComPbY has been far 'below their cost of' produc-

-flon. In 1'86-87, the production cost of Motors was as. 32,137 per 
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motor (excluding interest portion) whereas the selling price was 
only Rs. 19,878. If interest charges are added, the cost will be SO 
per cent higher. Thus, the solling price did not cover even the direct 
expenses i.e. material anel labour cosi' in some of the years. The 
motors produced by the Com:pany could not be sold out and com-
pany was baving a good number of unsold motors in its stock. 

15. Keeping in view the operatiol1s of the motor unit lUI also the 
opinion expressed by the various committees appointed by GoverD-
ment from time to time, the Committee have come to an unescap-
able conclusiOll that it is not possibJt. to revive the motor plant. It 
is totally· a junk and should be wound up. The Committ~ are afao 
of the view that the vast area .,f land, sheds etc. presently oceupied 
by motor unit should. be disposed of after dosiaa' tile ~ an.It. It 
will go a long way in mitigating part of the company 10000s and 
will also help j~ generating internal resourees to revitablise the 
Company. This view has also been shared by the Secretary, Ministry 
of Petro~eum & Natural Gas during hiR evidence. 

16. Apart from the switchgear and motor units, tile performance 
of the Electric repair shOll is also far frOm satisfactory. According 
to audit, the rated capacity of electric repair shop has not been 
fixed at all. However, ill th('feasibility- report for expansion, it wa. .. 
envisaged th.at the electric repair shop would increa$C the annual 
capacity from the output ,'nlue of Rs. 40 lakhs in 1976·77 to Rs. 115 
lakhs in ] 982-R3 at the then prevailing pJ:ire level. However~ the 
actual value of the output of this unit fell short of the expectations 
and was onl;v Its. 63.77 lakhs in 1985-86. However, on the basis of 
the actual sale value of output vis-a-vis the expected ·sale value the 
('ost of idle capacity of eledric repair shop worked out to Rs. 40.50 
lakhs in 1!}82-83, Ks. 36.97 lakhs in 1983-84 and Its. 39.85 lakhs in 
1984-85 and &0;;. 39.26 lakhs in 1985-86. The dismal production per· 
formance of the electric repair shop was attributed by management 
in 1985 to lowprodtifflvity in machine shop leaaing to low produc-
tivity in s"itchgear works os a whole, go slow tactics and lack of 
motivation on the part of tht> emp)oyeefil of the motor unit. In 
Comntittee's view all the factors responsible for the low producti-
"ity ft>n within the ambit of thf' nlnnngement. ' 

17. The Committee's examination of the company has also reveal-
ed t'hat expansion of the eledrk rep!\i~ <;;hop W8"1 completed in 

. March, 1981 at a ('ost of R~. fi~.60 lakhs. '1'l1fl ;nvest,"~nt decision 
then ('nvisaged that the COInT",n" wO!l111 be able to ~Ilnture re"air 
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-of railway trachOO motorl. However, this expectation did not mat ... 
ria1ise due to' late investment decision; delayed implementation and 
consequent higher priee~ It appears that before taking investment 
decision neither the Ministry nor the Company approached the 
railways for getting ftnn commitments of orders for repairs of rail-
way traction. On the other hund, the railways utilised the services 
of the Company only for 2 years and ihereafter did not give any 
orders as tbe company could not compete with private pa11ies. The 
railways also developed repair fadlities at its own workshops. 
Thus the company spent ahout Ks. 64 lakhs for t.he expansion of 
railway repair unit for which there was no return. This in Com-
mittee's view is a clear case of bad planning and lack of foresight. 
As a result, the Company suffered mounting losses which increased 
from RB. 5.99 takhs in IMt-80 to ~. 46.46 lakhs in 1985-86. The unit 
could not recover even Us eDlf 10yees cost during the year 1982-83 
t. 1985-86. The Committee .do. not see any future for this unit. 
They, therefore, recommend that as proposed in the Rehabilitatioa 
Plan submitted to Government by the CompanY, the electric repalt 
uait should also be closed. 

18. As rerards manufacture of 8witcitgears, the Com,mttee "ave 
nutieed that even though the Company had enough .,;aers in han~ 
darhtg 1119-88 to 1981-83 the Company die! not produce even JOOi 
panels at any time. In fact the Company co~ not manufacture 
switchgears acording to its installed capacity. Tlie Committee are 
also dismayed to find that the Company booked orders for switch-
gears on fixed price basis, far in excess of the capacity. while t~~ 
tara-ets for annual production were fa,. below the declared capacity. 
The agreement wit'll tlae (!1Jstm:rers, mainly the State Electricity 
BOards, aid Dot provide cost escalation clause. The result was that 
jolM were delayed and cost went up for which no compensation in 
the fonn of escalation could 1M:" claimed. The loss on account of sel-
ling at fixed prices amounted to as. 202.92 lnkhs. In a number of 
cases, the delay in execution of orders resulted not only in cost 
escalation but also attracted liquidated damages. The Committee feel 
that in view of theCom-pany's finaneial position, the Company 
should not have ventured for unmatched orders. The Oommittee 
also feel that while accepting the large orders the COnl!lany .. boul!J 
have Irot a'fl'eed from buyeJ'!oI a reasonahle time framt> for (~xe!'ution 
of orders. Further, as l"Ollt ~'H·!tlation provision i!> allowed in almost 
all the trad;n~ acttvifte~; tJ1.e Company should have incornot'afed this 
proviso tn . their sale B,«l'eements. The Committee cTesil'e thRt thi9 
aspect sJiould be kept In view whi1t> negotiating future ngl'nements. 
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19. Admittedly, there has been lack 01 coordination between 
marketing and production divisions of the company. The marketing 
division booked more orders than the production capacity of the 
Company. The inability of the Company to keep up the delivery 
schedule resulted in declining order book position from the end of 
198~~83. There were orders of 2153 panels at the beginning of 1980-
81. As against this the orders at beginning of 1985·86 were only 
456 panels. The Committee, therefore, desire that the Company 
should ensure perfect coordination between its marketing and pro-
duction divisions. The Committee hope that as assured by the 
representative of the Company, with the latest production of SF6 
and VCBsw'itchgears in near future for which there is a good de-
mand in the market, the Company should be able to., compete ~ 
the switchgear market in the country. 'The Com~ttee would, bow-
ever, like to stress the need for an allill'es~ive marketiQ&' strategy 

.J ... .rl for. this purpose the mArketing depart~ent ~hould be «IUatita-. 
;A~'~IY strehgtliened. 

• 20. -..the to~~ee note tliat the manPower strength in the cOm-
PaAY at the endot March, 198'1 was 13M. 1.1te C6fu]Nmy has not 
made any scienti"1ic study of the manpcnver reqUirements so far. 
According 10 the assessment of the team of experts sent from BHEL 
in January 1982, at dle instance of Secr-etaty, Petroleum, tb~ man-
power strength of th~ Company should have been reduced to about 
1000 or 1100, as against the then existing strength of 1390. Salarfe~ 
and wages of tlie manpower employed in excess of 1100 persons 
worked out toRs. 57 lakhs approximately per annum. A r-ecent study 
undertaken in connection wah rehabilitation plan of company also 
showed that in case motor amI electric repair units are cJos~d down 
and swit~hgear unit made ."iabie, 465 persons would become surpllis. 
The Committee rec'ommend that as far as possible the per~ons wor. 
king in motor and electric units should he adequately trained so 
that th~y can be ahsorbed in diversified switchgear unit. As tor 
th~e employees who can not be absorbed in the switchgear unit. 
t'he company should offer th~m attractive terminal heneflts so tbat 
they themselves opt lor voluntary rf'tirel\lent. 

21. Apart from surplus m:1hpower, the productivitv of the Jaoollr 
is also reported to have gone down because of go slow and non-co-
operation tactic$. Inspite of the fact that there has heen surplus 
manpower in the companv. 1)Ilyments of incentives and overtime 
wel'e made even though th('I"(' was no ur~ncy of work. InC'f.!nt;vcs 
'1Irere paid even for production of motors when tllf'rc was no fJeml'nd 
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aod good number of motors. was lying unsold in stock. Similarly, 
even though theJ:e was huge ~lock of 'D' Fuse elements equivalent 
to G years sales, incentives were paid to workers to produce this 
pr~-duct. Such a situation has ariSen mainly on accoWlt of poor 
manpower management in the Company. The Committee regret to 
pomt out thBt this vital aspect of manpower management has not 
received the attention of th ... Company as well as the Ministry. They 
hope that immediate steps should be taken to make full use of the 
existinc strength. They would also urge that effective steps should 
be taken to iQcrease die productivity of labour and to reduce un-
justified overtime and incentive payments. 

%%. The Committee are distressed to. note that the Company has 
been incarriD,: heavy losses since its nationalisation. In 1&12, tbe 
Company had a positive llet worth Ihowing a surplus of about 
Ba. 17.36 lakhs. But ita accumuJilted losses at the end of, March. 
1887 had reached a staggering figure of &S. 258'1.02 lakhs against the 
paid up capital of RI. 17a74 lakhs and Government 1""4' ~~ . .,.{ 
Rs. 1715.73 Iakhs. The annual 1018 has also gone up from 1\ Jol'aitt 
lakbs in 1980-81 to Rs. 580.89 lakbs in 1986--87. Poor productivi 
surplus manpower, low out tum of labo~r, erosion in manageria 
structure, old. and dbsolete product range are stated to be the main 
factors responsible for this state of affairs. The loans teken to meet 
the deficit on account of heavy losses have made the debt equity 
ratio of the Company unsound. It was 9.71:1 as against the normal 
ratio of 1:1 according to the Bureau of Public Enterprises guidelines. 
The res,uJtant heavy interest charges on the loans have pushed the 
Company into the red more and more. The total interest liability on 
the loans upto end of MardI 1987 was Rs. 1452.10 lak.h5. The Com-
mittee feel tbat whereas the Company had been facing serious 
financial constraint ever siuce its nationa1isation, the Government 
did not take timely corrective measures for improvi~g the financial 
he.ltll or the Company. The capital restructuring proposal submit-
ted by the Company in .July 1982 did not find faVQur with the Gov-
emment. A reha'bUitation plan which includes capital restructur-
ing submitted by the Company in September 1987 is still awaiting 
approval of Government. The Committee hope that the Ministry 
would SOOn take a final decision on the Rehabilitation plan. 

23. As per BPE guidelil1(,s issued in 1969, 1975 and 1980, the 
Ministries should hold performance review meetings in respect of 
Undertakings Hnder their admhlistrative ('onuol every quarter as-
!loch\tin,~ representath'es of RUl'eau of Public Ente~ri"es and Plan-
ning Commission. The Committee have however found thnt the· 
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Ministry.of Petroleum & Natural Gas held only 9 meetings durine 
5 years from 1982~83'10 1986·H7. This ~Iearly shows that the Ministry 
did not evince keen interer,;t in the working of the Bi.~o Lawrie 
Limited. While expressing their displeasure, tbe Committee bop. 
that at least from now onwards the administrative Ministry would 
activate this mechanism and provide timely guidance to the Com-
pany to get ~r the constraints faced by it. 

24. The S retary. Petrokum and Natural Gas informed the 
Committee ding his evidence that the Biecco Lawrie Ltd. came 
under their . istry alongwith Balmer Lawrie due to historical 
reasons and the activities of the Biecco Lawrie were totally uncon-
nected with. Pettofeum Ministry. He frankly admitted that his 
Mini~ry did not have the necessary expel,tise to deal with the 
problellb of the Company. Chairman, Dieco Lawrie Ltd. also plea· 
ded bdore iheCommittee that "had it been under the Ministry of 
Heavy Indusfries it would have received a better attention and 
treahnent". As the Company had to depend heavily on BHEL £01' 

its rehabilitation it was suggested to Ministry of Industry as cady 
asin 1979 to take over this company and integrate its operations with 
)'lEL. However, the Minislry of Industry did not accept the pro· 
'~sal mainly on aCC9unt of uneconomic operations and wlcertainty 
about its future .. In December, 1983, the matter was also considered 
by the Secretaries Committee which recommended closure of the 
Company. Again, another Committee under the ChaIrmanship of 
CMD, Rural Electri6cation Corporation which SUbmitted its report 
in January, 1985 also recommended that the Biecco Lawrie should 
be merged with BUEL or And1'ew Yule Co. Ltd. It also recommend-
ed that motor manufacturing and electric repair units might be 
wound up. Sintilarly, a Committee appointed by Government to go 
into future of uneconomic public !rector undertakings recommended 
tbat the Company should be taken over by Ministry of Industry. 
The Committee are distressed to note that inspite of the specific re-
commendations made by the varioue Committees appointed by Gov-
ernment from time to time the Government did not decide to bring 
this Company under the administrative eontrol of the 
Ministry of Industry. The Committee fail to understand 
as to why this Company has been allowed to remain under 
the control of the Ministry of Petroleum and Natural Gas with whom 
its activities are totally unconnected. The Committee are not con· 
vincetl with the plea taken by the Ministry of Industry for not tak-
ing over the Company. The Committee deprecate such com part· 
mentalised "'netioning of the Government as the Gove1'nment is in-
divisible 'and any loss incurrefl by a Company is a loss to the nation 

fil9 LS-6 
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as a whole. The Committee, therefore, strong-)y recommend that the 
Biecc~ Lawl"ie Ltd. shoUld be taken over by the Ministry of Industry 
and its op*atrons (excluding the motor manufacturing and electric 
repair units) shOliId be integrated with BBEL. If necessary, the 
matter should J,e p1ace4 before the Cabinet for final decision so as to 
put an end to the problem which is hanging fire for over a decade. 

25. After examining the working of the Biccco Lawrie Ltd., the 
Committee have come to 3n inescapable conclusion that it is a case 
of utter neglect, indecisiveness and apathy both on the part of the 
Undertaking as well as the Government. As a result tJte Company 
bas been incurring heavy losses year after year. Tbeii .. ,cumul~tive 
losses are now Rs. 25.67 crores as against their paid up\,capital of 
Rs. 1.77 crores. Had appropriate action been taken at an app~opriate 
time the Company would not have come to such a bankruptcy level. 
The CommUtee would strongly recommend that the matter should 
be considered at highest levels in the Government and whosoever 
is found responsible-either in the Government or in Company 
-,should be held responsible and necessary action taken against him. 
The Committee also feel that there is no appropriate system ~r 
mechanism existing in the Government whereby responsibility coutll;l 
be fixed for suC1i m131rrrllnagement or poor performanc~ in a publi~ 
sector enterprise. The Committee, therefore, reeommend that a sys~ 
tem/mechanilim should be evolved to evaluate the perlonnance of 
pUblic sector enterprise at the highest level in the Government and 
responsibility flxed on-~ p8s0n!1l found responsible for mismanage-
ment, poor performance and indecisiveness. 

NEW DELHI; 

11 April, 1988 
22 - Chaitra~HifO-(S) 

VAKKOM PURUSHOTHAMAN, 
Chairman, 

Committee on Public Unde1'takingB. 
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