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INTRODUcnON 

I. ahe Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf, present 
Ihi5 Twenty Sevenlh Report (Tenth Lok Sabha) on Action Taken by 
Govcrnment on the recommendations contained in the Eighteenth Report 
of the Committee on Public Undertakinp (Tenth Lok Sabha) on Indian 
Petrochemicals Corporation Limited. 

2. The Eighteenth Report of the Committee on Public Undertakings wu 
presented to Lok Sabha on 30th April, 1993. Replies of the Government 
to all the recommendations contained in the Repon were received on 
12th November, 1993. The Committee on Public Undertakinas considered 

- and adopted this Repon at their sitting held on 21st December, 1993. 
J. An analysis of the action taken by the Government on the 

recommendations contained in the Eighteenth Report (1992-93) of the 
Committee is given in Appendix-n. 

NEW DELIII; 
Dectmbtr 22. /99J 

PQu'(Q I. 1915 (S} 
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VILAS MUTTEMWAR, 
Chairman, 

Committet on Public Undtrtakillgs. 



CHAPTER I 

REPORT 

The Report of the Committee deals with the action taken by 
Government on the recommendatjol1l contained in the EightecDth 
Report (Tenth Lot Sabha) of the Committee on Public Undertakings 
on Indian Petrochemicals Corporation Ltd.. which wu p~nted to 
Lot Sabha on 30th April. 1993. 

2. Action Taken Notes have been received from Government in 
respect of aU the 26 recommendations contained in the Report. These 
have been categorised as foUows:-

(i) RecommendatioDS10bservationa that have been accepted by 
Government. 
S). NOI. 1~, 8-11. 14-17 and 21-26 

(ii) Recommendations/Observations which the Committee do not 
desire to punue in view of Government', replies. 
Nil. 

(iii) Recommendations/Observations in respect of which replica of 
Government have not been accepted by the Committee. 
S)' Nos. '13 and 18 

(iv) Recommendations/ObservationS in respect of which final replies 
of Government are still awaited. 
SI. Nos. 7, 12. 19 and. 20. 

3. The Committee desire that the fina) replies in respect of the 
recommendations for which only interim replies have been given by 
Government should be furnished to the Committee expeditiously. 

4. The Committee wiU now deal with the action taken by 
Government on -some of their recommenclationa. 
A. Structure of 1M BOllTd 

(Recommendatloa SI. No.4) 
S. The Committee had noted that IPeL is in the process of 

transition from single location operation' to multi-location, multi-product 
organisation having sizeable: growth plan. IPCL had voiced the need 
for reviewing the division of responsibilities among directors and 
restructuring the Board of Direc:tors. There wu also a need to 
reorganise the headquarter of the Company and to delegate more 
powers to NI.othane Complex to cnablc speedy decision on tbe spot. 
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The Committee had stressed' that these matters should be considered t 
and appropriate measures taken with a sense of urgency to make 
IPCL's operations effective and efficient. 

6. In their reply the Gov:rnment have stated that aClion has been 
laken 10 appoint Director (Nagothane Complex) to be in overall charge 
of the Nalothane Complex. Additional officers. including General 
Manager (Personnel and Administration) have been posted at 
Nagothane. Delegation of powers has been revised and additional 
powers have been sub-delegated to the Executive Director and other 
funtionaries e.g. General Manager. Deputy General Manager. etc. In 
ad$iition. top manalemenl members visit Nagothane more frequently to 
son out issues and to interact directly with Haaothane based officers! 
employees. 

1. The Committee note that wbUe ac:tloa ba. been taken to deleaate 
man powen 1o Nalolhane Complex. the GOYernment nply Is silent on 
the rKommendation made by tbe Committee that urgent steps should be t 
taken to brll1l aboul orpnilltional c:hanl~. consistent with the ~dent 
and .mooth rundlonlnl of IPCL. They reiterate that a decision on the 
proposal made by (PCL to the Government with reaard to division or 
responsibilities amonl dlrKtors and restrudurlnl the Board of Directors 
Ih~ld be laken and Implemented wltbout any further delay. 
8. V QdodQrQ Based Projects 

(Recommendation SI. No.7) 
8. The Committee had observed that there were fout-· Baroda based 

projects viz. (i) P.olypropylene Copolymer. (ii) Bicomponent Acrylic 
Fibre. (iii) Xylene Expansion and (iv) Gas Turbine Power Plant each 
costin, over Rs. SO crores completed during. the last five years. The 
Company had slipped up adhering to time schedule of these projects. 
There had been delay fanging from 9 to 24 months in completiOn! 
commissioning of tllese projects. There was 25% cost-overrun in the ~" 
case of Xylene Expansion. Increase in project cost coupled with 
uneconomic input prices appeared to have made this project 
economically unviable. The Committee had desir:ed that the company 
exercise ,reater care in future to scc that Feasibility Reports are 
reliable and the cost estimate realistic. The Committee had 
recommended that efforts should be made to break even on Xylene 
project soon. 

9. In their reply, the -Government have stated that the Xylene plant 
al Baroda Complex .was designed for processing of Naphtha upto 
1.20.000 metric tonnes per annum and 1,10,000 metric tonnes per 
annum of CS Reformate. Since the price of CS reform ate fixed by 
Government was exorbitantly high. the Company discontinued 
processing of CS Reformate. However, naphtha is being processed in t 
the aromatics plant at Baroda complex at full capacity. The matter has 
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been laken up with the Ministry of Petroleum & Natural Gas and the 
Indian Oil Corporation Limited for fixin, the price for CS Re(ormate in 
relation with the international price for Onho and Para Xylenes. 

10. It would have been appropriate If tbe action taken by the Ministry of 
Petroleum " Natural Gu wltb rqard to the proposal ror "xln. the price of 
C5 Rerormate la relation to International price ror Ortho and para Xylenes 
had been ucertalned and CODveyed to the Committee. The Committee uree 
that the maUer should be punued vl&oroUlly and they be apprised or the 
deelslon taken on the question or price or C5 Rerormate. They reiterate that 
no errol1l Ihould be Ipared to make the Xylene Project economically viable. 

II. The reply II allO Illent about the Itepallken to enlure that In future 
reaslbility reports are reliable and COSI estlmales or projects are realistic. 
The Committee trust that Itepi will be taken 10 plUI all loopholes In the 
plannlnl and Implementation sta.es or projects with a view to avoid 
rKurrenre or ~Sl and lime overrun or projects In IPCL. 
e CrtallOn of medical facilities 

(Recommennllon SI. No. 12) 

12. The Commillee had emphasised the need for creation of adequate 
medical facilities near the industry to meet any eventualitie~. The 
Committee noted that IPCL management had mooted an idea of having a 
large hospital in association with other neighbouring industries such as 
RCF. HOC and other private industries located at such a site and area that 
it is easily approachable by all the industries in the district including thosc 
in Patalganga area. The Committee had desired that (PCL should translate 
Ihili idea into reality soon. 

13. The Government have stated in their reply that discussions were 
held by (PCL with the State Government authorities for sellin, up the 
facility in association with other neighbourin, industries and the maner 
was bein& followed up. 

14. The CommlU. r.1 that annal dedllon Ihould have been taken by 
(PCL on the proposal by DOW. No doubt, Implementln. this noble Idea of 
sellin. up a larae hospital Jointly by the PSUI and private Industries lonlrd 
In tht' lrea would 10 a lonl way In dlscharalnl of social rt'sponslbllltit's as 
fnvlllied by the Committee In their 14th Report (1993.94) on 'Soclal 
Responsibilities and Public Attountablllt1 or Public: Undertakings'. They 
therffore ur~ that the proposal should be rollowed up wllh all slnc:erlty and 
tmplemt'nted lOOn. 

n Rtporl on Firt Accidtnl 
(Recommendation SI. No. 13) 

15. The Committee had observed that though 18 months had elapsed 
since submission of the repon in October. 1991 by a high power commillcc 
which wu appointed by the Government to enquire into the causes of the 
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nrc accident at Hagothane Complex, the report has not been laid in 
Parliament. The report was not forthcomin. inspite of repealed requests. 
Government was stated to be still in the process of finalising its views on 
the report. The Committee had recommended that the Government should 
take a view on the report without any further loss of time and lay the 
report in the next session of Parliament. 

16. In their reply the Government have stated that the Mashelkar 
Report on the fire accident had made some recommendations which were 
being processed for necessary action. Meanwhile, certain clarifications 
were required to be obtained from IPCL for further action. These 
clarifications have since been received and the Report is being processed in 
the Ministry for taking a final decision. 

17. The Committee rearet to note that InspUe of their recommendations 
In April. 1993. no .rloUi efforts seem 10 hIVe been made by the 
Gnnrnmenl 10 pronss the Mashelkar Report submitted In October, J99J 
on Ihe nre .«Ident which oecurred In M.h ..... hlra Gu Cracker Complex 
al N.gothane and lay the lime In Parliament. The undue delay Is 
f'fII"eltable. The Committee rellerate that tbe Government should t.ke a 
nnal dedslon on the report and lay It In Parliament expeditiously 10 thai the 
nndln.. of the bllb power committee are made public. 
E. Environment Audit 

(Recommendation SI. No. 18) 
18. While 'COmmenting on the high level of pollution in R .. iJad District 

of Maharashua. the Committee had ;"I"-II/;Q recommended Ihat 
Government should take urlent steps to make environment audit a 
mandatory requirement for all companies and to incorporate this 
requirement u part of the Companies Act with a view to ensuring 
pollution free environment. 

19. The dovemment have in their reply stated that as required by the 
rules framed under the Environment Protection Act, 1986 the Company 
has already submitted the Environrr~nt Statement Report for Ne,othane 
Complex in Ihe prescribed format to the Maharashtra Pollution Control 
Board. 

20. The Committee are constrained to observe tbat the Government have 
not taken the spirit of tbelr recommendation with the seriousness It 
deserved. Preserv.tlon or environment II one or the major problems belDi 
ra(,ed by the country IS a result or Industrialisation. It was In this contexl 
thai the Committee desired that tbe environment audit should be m.de • 
mandatory requirement for all companies and lhat his requirement should 
~ Incorporated In the Companies Act Itself. The Governmen' have Simply 
stated that the Nalotbane Complex or IPCL bas submitted an Environment 
Statement Report to tbe Mabarashtra PoUutlon Control Board. The 
Committee would therefore reiterate that the environment audit should be 
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made a mandatory requirement ror aU companln and necessary steps to 
incorporate lUeb a requirement In tbe Companln Ad should be Initiated by 
the Mlnlnry In tbe rlaht earnest. 
F. R~$~Qrch " D~v~/opme,,' 

(Recommendation SI. NOL 19 " 10) 
21. The Committee had noted that although the R&D Centre of IPCL 

had been function in, for over IS years, the Company had left it to 
advanced countries to undertake research on plastics recycling. disposal. 
etc. and was awaiting the outcome of their research. The Committee had 
pointed out that the research at the R&D Centre of the Company should 
be need based and problem oriented. They had emphasised the need to 
study the chemical reaction of detergents and synthetic fiber on skin and 
the question of packaging of edible items on recycled matierial and such 
other vital problems involving the health of the people. The Committee 
wanted to know the outcome of studies in this regard. 

22. The Committee were also not impressed by the level of expenditure 
in the R&D activities of (PCL which varied between 6 to 8 crores each 
year during 1988-92 (after exclusion of investment on a carbon fibre 
development project during 1989.91) The Committee had desired that the 
R& 0 outlay should be stepped up consistent with the need to maintain an 
edge in quality and cost in an emerging competitive situation. 

23. The Government have stated in their reply that the available 
inrormation through literature on the dermatological effects of detergents 
and synthetic fibres would be collected from the Industrial Texicological 
Research Centre (ITRC). Lucknow. where some expertise existed. 
Similarly the Central Food and Technological Research Institute (CFTRI). 
Mysore would be approached to gather information on the packaging of 
edible items in recycled materials. The Government have stated that a 
status repon would be submitted in due course. 

24. The Government have funher stated that major emphasis has been 
placed in the on·going R&D projects to develop quality and cost effective 
products and processes. In order to augment the financial outlay to meet 
the demands of the emerging scenario. in addition to the available internal 
resources. IPel has approached the Oil Industry Development Board for 
a soft loan against specific projects which have major financial implications. 

25. The Committee take a serious view or the ract that althouah alAlost 
more than seven months bave elapsed since tbe recommendation w.s made, 
no headway hiS been made In conductlna any study. They would, however, 
aWIU the status report promised by the Government on the results or 
rHnrch on chemical reliction or detel'Jents and synthetic nbre on skin and 
the Impact or packaalnl or edible Items on recycled material. The 
Government's reply seems to lack nrm commitment OD the question or 
enhancement or nnlndal outllY ror R&D projects. The Commillee trusl 
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that the Govemment would take their recommendation seriously and 
Inc:reue nnine'" allocation for R&D wltb • Yiew to IIYe sumclent thrult to 
resnrcb and development activities In IPCL. 
G. High Duty and Tax Structure 

(Recommendation SI. No. 11) 
26. The Committee had inter-illia observed that the bigb rate of taxes 

and duties seemed to have adverse effect on the IPCL. According to the 
Eighth Five Year Plan document tbe prices of most of the petrochemicals 
products in the country are above the international levels. partly because 
of high rates of taxes. The drop in the impon duty in respect of MEG and 
Xylene in the Budget had reportedly rendered production of these items 
unviable. The Committee had stressed the urgent need to rationalise taxes 
and duties on indigenous petrochemical products in consonance with the 
changes in import duty structure in order to enable Indian Petrochemical 
Industry integrate with the global market. 

17. The CommlU. are constrained to oble"e that the Government has 
Dot furnished reply 10 Ihi. recommendallon. lbey rellerate Ihai the 
Covernmenl .hould review Ihe exl.tlnl duly and lax strudure with reaard 
10 pelrO(hemlc:a1 produdl 10 lhal Ihe Indiaenoul petrochemical producls 
~me compeUUve al compand to Ilobal markel. The Committee would 
like 10 be apprised of lhe action taken by the Covernment In Ibis rtlard at 
lhe earliest. 
H. Memorandum of Understanding (MOU) 

(Recommendation SI. No. 24) ~ .. 
28. While pointing out certain lacunae in the Memorandum of 

Under.;tanding entered into by IPCL with Ihe Government, the Committee 
had inltr-ll!ia recommended that the details of MOU and the evaluation 
thereagainst should be disclosed in the Annual Reports of the Company 
and of the Administrative Ministry in future for the information of 
Parliament and the public. 

29. Th. Government', reply Is ,lIent on this recommrndallon. Thr 
eon«pl or public accounlabUlly or public underlaklnls cannol hto 
overempha!llwd. The need ror Kreater tran'parrncy aUalns slln\neanee In 
the ('ontext or dlslnYestment as thr company Is now answerablr to a larle 
number or shareholden. The Committee, thererore reiterate that in rulure 
the details of MOU taraets and performance evaluation lhrrealalnst should 
be Induded In the Annual Reports or IPCL and the administrative Ministry. 



CHAPTER n 
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED 

BY GOVERNMENT 
(Recommendation Serial No. 1) 

(PCl is a dominant constituent of the petrochemical industry which has 
,reat si,nificance for the economic growth of our country. The company 
has been makin, profit However. the profit has declined/substantially 
durin, the last three yean. The eapadty utilisation is poor in respect of 
some products. There is also excess capacity in some cases. There has been 
delay and huge cost over-run in implementation of projects. The Xylene 
expansion product has become unviable. There were process problems in 
some of the new plantll. The Baroda Complex faced a nash strike in July. 
I'I'I:! whICh resulted in substantial production loss. The performance of 
Na{tothane Complex is not lIatillfactory as yet. There was stoppage of 
operations in the complex for a long period due to a mishap. The complex 
is yet to achieve stabilisation. The committee recommend that taking note 
of the recommendations contained in this report. IPCl should initiate 
urgent steps to effect improvement in the overall performance of the 
company. 

Reply or tbe Government 
(pel '5 performance depends mainly on the performance of Baroda 

Complex and Nagothane Complex plants to improve its financial position. 
While the average capacity utilisation of Baroda Complex plants is above 
90 per cent. those al Nagothane Complex have now improved to around 
70 per ccnt. Efforts are now on to bring down the cost of production at 
Baroda Complex by various measures such as (i) importing necessary 
feedstock like naphtha, kerosene, etc. from abroad; (ii) bring do_n 
consumption of catalysts. chemicals, additives. etc; and (iii) bring down 
consumption of energy by implementing energy' conservation schemes. 

Improvement in performance of Nagothane Complex is beiR, done by 
improving its capacity utilisation. While most of the plants of Nagolhane 
Complex have operaled al design capacity. Ihe Corporation is still facing 
prohlcm in improving Ihe capacity utilisation of the swing plant to produce 
IIi,.h Oensity Polyethylene (HOPE) and Linear low Density Polyethylene 
(LLOPE) Technology for these plants has been supplied by Messrs D.P. 
('hemicals Limited. U. K. with whom lhe Corporation had olher 
contractual problems also. These are being resolved and experts from 
Meslirli B.P. Chemicals limiled are likely to be at site within 3 to 4 weeks 
10 as.'iist IPCl in improving the performance of the plant. Various 
measures arc also being taken in Nagothane Complex to reduce 

7 
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consumption of raw mlteriall. catllJIII and chemicall and enerlY 
consumption. With these efforts the performance of the two Complexes 
will improve sublaantially and this will improve IPCL"I financial position. 

Sales performance for the period from April to September. 1993 is 
summarised below: 
• Averaae realisation per metric tonne durina the period April to 

September. 1993 for major products like low density polyethylene, 
polypropylene, hlah density polyethylene. polyvinyl chloride. linear low 
density polyehtylene. dimethyl terephthalate and monoethylene alycol 
was hiaher u compared to the correspondina period of lut year. 
Sundry Debtors 1.4.1993 1.10.1993 
Sales days 35 19 
Inventory in number of sales days 24 39-

(Ministry of Chemicals cl Fertilizers (Department of Chemicals and Petro-
Chemicals) D.O. No. 400121~3-PC. III dated 10th November. 1993) 

(RecommendaUoa Serial No.1) , 
The Committee are distressed that the avenae realisation from 

Government's disinvestment of 20% of ill equity holdin, in the company 
WlS as low as RI. 65 per share while IPCL in a subsequent offer of shares 
to the public could realise I premium of RI. ISO per Ihare on a face value 
of RI. 101·. nil reflec:ta poorly on the Government's ability to 
conceptualise and oraanile luch Illes. nil also leaves room for luspicion 
u to whether there were irre,ularities in the Illes of shares by 
Government. 11te Committee recommend that if there is any l'.cccssity in 
future to disinvest shares of Government companies, Government should 
review ill SlratelY in order to .ain the belt realisable price. 

Rtpl, of the GOYfJ'Dment 
The initial disinvestment bf 20% lovernment hold in, in the equity 

capita' of .PCL was done by the Department of Public Enterprises in 
bundles alonpith those of other public sector undertakinJS. 

The concerned Department has been apprised of the above 
recommendation for appropriate action. 
IMinislry of Chemicals A Fertilizers (Department of Chemicals and 
Petrochemicals) D.O. No. 400121~3-PC III dated 10th November, 

19931 
(RecollUDlDdaUoa Serial No.3) 

With the offer of Ihares to the public. the ownership of the company 
Itands dlfused. 1be Committee note that Government will however retain 
its control with ill majority shareholdin, in the company. Wider ownership 
of the company's shares bu rendered IPCL answerable 10 I larae 

- EIfonI .. _ 10 ..... lilt .... .,. .. ,...,.. 01 finWIed aoodI inventory. 
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community of shareholders. This would obviously necessitate chan,e in 
manaaerial policies and pnctic:ea. The Committee would await the stcp' 
taken by the company op this direction. The Committee IUuest that 
induction of professionally qualified non-official Directors on the Board of 
Directors should be conaidered keepina in view the need to profe.ionalise 
the manalemenl to meel the new challenlca in the fast chanpn, economic 
environment. 

Repl, of the Govtrllment 
Chan,e in ownership pattem invol~n, over 2 lakh shareholders would 

mean (a) establishmenl of shareholder pievance redreual machinery, 
(b) the average cost of holdinl bearin, rcuonable relationship with the 
market price of thc share, and (c) awareness of the aspirations of 
shareholders for a reasonable return on inveltmenl. These aspects have 
been and are beina attended to. In the cue of day-to-day manalcment, 
however. 81 a professionally managed Company, chan,e in ownership 
panern does nol call for any malerial chan,e. 

The recommendation of the Committee for induction of professionally 
qualified non-official Dircctol'l on the Board of DirectOl'l of the Company 
will be duly kept in view while makin, such appointmentl. 
(Ministry of Chemicals A Fertilizers (Department of Oaemicals and 
Petrochemicals) D.O. No. 4001214I93-PC III dated 10th November, 

1993J 
(ReeommendaUon Serial No.4) 

(PCl is in .he procell of .ranlition from Iln,le location operation to 
multi-location, multi-product or,anisation havin. sizeable arowth plan. 
IPCl has ri,hdy voiced the need for reviewin, the division of 
responsibilities amon. directors and restructuring Ihc Board of Directors. 
There is also a need to rcoraanile the head quarters of the company and to 
delegate more powers to Na.othane Complex to enable speedy decision on 
the spot. The Committee stress Ihat Ihese manen should be considered 
and appropriate measures laken with a sense of ur,ency 10 make IPCL's 
operations effective and efficienl. 

Reply or abe Government 
Action has been taken to appoint Director (Na,othane Complex) to be 

in overall incharge of the Na,othane Complex. Additional officers, 
including General Manaaer (Personnel and Administralion) have been 
posted al Nagothane. Dele,ation of powers have been revised and 
additional powers have been sub-delegated to the Executive Director and 
other funclionaries ~.I. General Manaler, DepuI)' General Mana,er ele. 
In addition, top mana.ement memben visil Na,othane more frequently 10 
sort out issues and to interact directly with Nalothane based officers! 
employees. 
(Ministry of Chemicals & Fertilizers (Dep&nment of Chemicals and 
Petrochemicals) D.O. No. 4001214193-PC III dated 10th November, 

1993) 
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Comments of the Committee 

(Please see paragraph 5 of Chapter I of the Report) 

(Recommendation Serial No.5) 

The Committee note that amongst about 20 manufacturers of major 
petrochemicals products in the country, IPCL's share at present in capacity 
is about 500/0 for polymers and 33% overall in all products. It is heartening 
to note that due to expansion programmes and new complex/capacities 
being implemented by 1996-97. IPCL's market share for polymers will be 
sustained at about 50% level and will increase to 36% overall for all 
products with a production capacity of 12.4 lakh tonnes for major 
petrochemical products from three complexes at Baroda, Nagothane and 
Gandhar. The Committee hope that IPCL will sustain its efforts to 
continue to be the leader of Indian Petrochemicals industry and to take its 
rightful place in the international group of his performing petrochemical 
companies. 

Reply of the Government 

This recommendation will be implemented through taking up expansion 
programmes and new complexes. IPCL will continue to maintain the 
petrochemical industry leadership through: 

- maintaining credibility as a multi product manufacturer. 

- nanking of existing product range. '-

- shortening of development cycle for new products/application. 

- protection of large markets against inter-polymerlinter-material 
competition. 

- achieving synergy with natural materials in the overall market 
situation. 

[Ministry of Chemicals & Fertilizers (Department of Chemicals and Petro-
chemicals) D.O. No. 4001214193-PC III dated 10th November, 1993) 

(Recommendation Serial No.6) 

The Committee are concerned to note that the country's first grass-root 
gas based mega petrochemicals complex at Nagothane has run into a 
variety of difficulties. The cost of the complex shot-up from the original 
eltimate of Rs. 1167 crores to Rs. 1635 crores registering a steep increase 
of Rs. 468 crores. Inspite of hUle cost escalation, IPCL expects to achieve 
a greater internal rate of return of 25% u against the original anticipat10n 
of 13.9% due to fortuitous rise in product prices. The project suffered a 
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delay rangin, from 12 to 27 months in completion/commissioning of most 
of the projects in the complex. The project faced feed.stock constraint at 
the time of commissioning necessitating switching over of the feed-stock 
from C21C3 to LPG. There was stoppage of operations for fairly a lon, 
period foUowin, a major accident in the Complex. There are still 
difficulties in stabilisation of production. The capacity utilisation expected 
in just 40% in 1992-93. The Committee desire that the problems should be 
overcome early and the complex made viable aoon. 

Reply or the Government 
During the year 1992·93. aU the plants in Nagothane Complex. excepting 

Ethylene Oxide Plant. contributed to tho production. Ethylene Oxide 
production is expected to commence during 1993-94. Production in 
Nagothane Complex during the year 1992·93 was 1.38.534 metric tonnes 
representing a capacity utilisation of 39 per cent. The capacity utilisation 
could have been higher. but for the uneconomical pricin, of propylene 
feedstock which resulted in lowering the polypropylene production. 

Though the two linea of Unear Low Density PolyethylenclHigh Density 
Polyethylene Plant were commissioned in June. 1992 and September. 1992. 
it has not been possible to achieve sustained commercial production durin, 
the year. There are tcething problems related to technology. design and 
performance of some equipment. Thcse arc being anended to and actions 
are underway forI early achievement of commercial production on a 
!iu!itaincd basis. 

The production of Mono Ethylene Glycol was affccted due to the excess 
capacity in the country and heavy imports .. The production of wire and 
cable compound product was affected due to the non-availability of 
appropriate grade of LOPE and other inputs. 
!Ministry of Chemicals & Fertilizers -(Department of Chemicals and Petro-

chemicals) D.O. No. 4001214193-PC III dated 10th November. 1993) 
(Reeommendatlon Serial No.8) 

From the preceding paragraphs, it may be observed that though the 
project monitoring system has been redesigned on the recommendations of 
the Committee in 1986-87. the project implementation and operation still 
leaves much to be desired. The project execution and performance of 
Nagothane Complex and Baroda based projects indicates that there are 
still serious functional deficiencies in the matter of project implementation 
and operation. The Committee desire that (PCl should take effectivc steps 
to remove them. 

Reply of tbe Government 
IPel had retained Moura Enaineen India Limited (Ell) aa enlinecrinl 

consultant for the implementation of projects at Nagothane Complex. 
Ell are reputed and experienced in the field of setting up petrochemical 
plants. and were retained for detailed engineering of plants, procurement 
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and inspection of equipments and construction supervision at the site. The 
thorough job done by ElL is of very high quality, but time taken in 
implementation has been more. 

This matter has been reviewed with ElL subsequently in order to reduce 
the project implementation time. This is expected to have its effect on 
projects implementation in the future. There have been certain design 
defitiencies in plants which have led to operational problems, specially at 
low throughout of plant operation. With the increased loading of plants, 
most of these problems have been overcome. 
[Ministry of Chemicals & Fertilizers (Department of Chemicals and Petro-
chemicals) D.O. No. 4001214193-PC III dated 10th November, 1993) 

(Recommendation Serial No.9) 
A gas based cracker complex at Gandhar at a cost of Rs. 3485 crores 

with a commissioning schedule in the first quarter of 1CJ96.97 is under 
implementation by IPCL. Besides this, three expansion projects in 
Nagothane Complex and three in Baroda Complex have also been 
undertaken by the Company. It should be ensured that these projects ere 
completed in time and within the estimated cost. The Committee desire 
that there should be an effective monitoring to apply on coune correction 
promptly both at the Corporate and Ministry level. 

Reply of the Government 
IPCL has adopted a monitoring system for its projects. The same will be 

adopted for the Gandhar Complex as well the expansion projects at 
Baroda Complex and Nagothane Complex to ensure that th~projects are 
completed in time and within the estimated cost. An effective monitoring 
arrangement exists in the Government whereby the Ministry of Programme 
Implementation, on the basis of periodic flash/evaluation reports, keeps a 
close watch on the implementation of major projectS and the administrative 
Ministry is also kept informed of their evaluation. 
(Ministry of Chemi..:als & Fertilizers (Department of Chemicals and Petro 
chemicals) D.O. No. 4001214193-PC III dated 10th November, 1993]. 

(Recommendation Serial No. 10) 
The Committee noticed that in a number of cases, tbe project approval 

by Government took more than one year. The Committee are distressed 
that cost of the delay in decision making in terms of cost escalation and 
denial of timely benefit to the economy is seldom realised. Under the 
existing guidelines the appraising agencies and administrative Ministries are 
expected to arrive at a decision regarding a project within six months. The 
Committee hope that delay in project approval by Govt. would be avoided 
in future. 

Reply or the Government 
The Government will strive to minimise the delays in the project 
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approvals. The recommendation of the Committee has been 
communicated to the concerned Depanment and the appraising 
agencies for appropriate action. 
[Ministry of Chemicals It Fertilizers (Department of Chemicals and 
Petrochemicals) D.O. No. 400121419~PC III dated 10th November, 

1993J 
(Recommendation Serial No. 11) 

A fire accident that occurred in November 1990 in the Outside 
Battery Limit (OSBL) unit of Gas Cracker plant in Nagothane 
caused the death of 32 persons. This also resulted in stoppage of 
operations causing production loss to the tUDe of Rs. 299 crore~. 
The company was also saddled with an additional cost by way of 
interest burden, etc. to the extent of about Rs. 72 crores. It 
transpired during the committees examination that failure of the plate 
pin exchanger in OSBL at the nozzle of a weld joint caused the 
mishap and that (PCL failed to carry out 100% radiography of aU 
weld joints. IPCL simply went by an Engineering Code which 
prescribed into a minimum 10% of the weld joints be radiographed 
and checked. The Committee fail to understand and how IPCL a 
company of long standing failed to take the elementary precaution of 
checking all weld joints to safeguard against defects in hazardous, 
equipment such as this which involves loss of human life. There 
should not have been such failures under any circumstances. The 
Committee desire that this kind of negligence should never be 
allowed to repeat in future. 

Reply or the Government 
All plate fin exchang~rs are manufactured as per the AS ME 

Section VIII, Division 1, Code. All weld joints are in accordance 
with the ANSI 0 31.3 piping code. The ASME and ANSI are 
internationally recognised codes. These codes are followed for designs 
and manufacturing of various equipment used in petrochemical plants, 
refineries and other process plants all over the world. For following 
these the IPCL codes had to conform to the best international 
manufacturing practices. The plate fin exchangers of IPCL were 
supplied by the world renowned manufacturer with long in line 
experience of .supplying hundreds of such equipment to similar plants 
all over the world. 

Following of these international codes is completely in line with 
the best practices adopted by all international companies anywhere in 
the world. The Corporation had arrived at the decision to adopt 
these international codes, alongwith the Corporation's engineering 
consultant - ElL. Manufacturing of plate-fin-exchangers according to 
these codes cannot be construed as negligence on the part of IPCL. 
However, to be absolutely conr.ervative and as a matter of abundant 
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precaution, the Corporation has now instituted a practice of 100 per cent 
radiography of all concerned welds for plate-fin-exchanger for its plants. 
[Ministry of Chemicals " Fertilizers (Department of Chemicals and Petro-
chemicals) 0.0. No. 4001214193-PC III dated lOtb November, 1993] 

(Recommendation Serial No. 14) 
The Committee fmd that the capacity utilisation in Xylene. 

Monoethylene Glycol, Acrylate and Dry Spun Acrylic Fibre (DSAF) 
plants of Baroda Complex was considerably low during tbe last three 
years. This is attributed to lower demand. feed stock limitations and 
process problems. The Committee bave been informed that process 
problems have now been resolved and steps are being taken to overcome 
feed stock constraints. The Committee desire tbat the possibility of 
exporting tbe products facing domestic demand constraints sbould be 
explored and optimum capacity utilisation ensured. 

Reply of the Government 
IPCL has exported products worth RI. 7.47 crores during the period 

April to September, 1993. The break-up of the volume and vaJde of 
products exported is as follows: 

Product 

APP 
LDPE 
LAB 

. 

Quality 
(MTS) 

670 
702 

2,621 

3,993 

Value in 

RslCrores US $/Million 

1.19 0.378 '--1.38 0.441 
4.90 1.607 

7.47 2.426 

Petro chemical industry worldwide is passing through a deep recession 
due to the global over-capacity and weak demand. The low prevailing 
international prices bave made exports largely unremunerative. In spite of 
the above situation, IPCL has kept its presence in the overseas market 
through exports of products as shown above. 
[Ministry of Chemicals & Fertilizers (Department of Chemicals and Petro-
chemicals) D.O. No. 4001214193-PC III dated lOtb November, 1993] 

(Recommendation Serial No. IS) 
The overall capacity utilisation in Be.roda Complex during the lut five 

years was between 83% and 930/0. Though this level of capacity utilisation 
compares well internationally, the Committee feel that the percentage of 
utilisation of Baroda Complex could have been still higher but for the 
feedstock constraint. The loss of production suffered by IPCL due to 
feedstock shortage in 1990-91 alone was stated to be 11.800 tonnes costing over Rs: 44 crores. With the recent decanalisation of naphtha and .other fuels, ~. 
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IPCL is considering the alternative of imponing naphtha to the extent 
feasible. For handling imported feedstock the company is also reponedly 
participating in implementation of projects to set up chemical pon 
terminals at Dahej and Nava Sheva. As regards Nagothane Complex which 
is still in the process of stabilisation. IPCl expects to achieve over 80% 
capacity utilisation by the end of next year as against 40% in 1992-93. The 
Committee desire that IPCl should identify the deficiencies in achieving 
stabilisation in Nagothane Complex and take effective steps to remove 
them in order to achieve optimum utilisation early. 

Reply or the GOYernment 
The problems in the operation of gas cracker, ethylene oxide! 

ethyleneglycol. polypropylene and low density polyethylene plants in 
Nagothane have been identified and most of these problems have been 
overcome. The operation of these units bas already been established at 
their rated capacities. The debottlenecking of the remaining plants has 
been taken up in a phased manner and these activities will be completed 
during the shutdown period in 1994. This is expected to solve all the 
existing problems in these plants. 

The new technology adopted in the linear low density polyethylenelhigh 
density polyethylene plant continues to pose problems, limiting the through 
put due to hardware constraints and design inadequacy. Most deficiencies 
have been identified and a team from process licensor, Messrs B.P. 
Chemicals Limited, is being called to have a joint technical audit and for 
drawing up a comprehensive plan for correcting the deficiencies. 

Further. over a period of time the plant personnel have improved their 
understanding of the process. The technology absorption is now at a higher 
level and this is expected to improve the operation levels as well as on 
stream factors of the plant whieh will ultimately lead to higher 
productivity. 
[Ministry of Chemicals cl Fertilizers (Depanment of Chemicals and Petro-
chemicals) D.O. No. 4OOl2l4l93-PC III dated 10th November, 1993} 

(Reeommendatloll ~rlal No. 16) 
The cost of production of various products has been considerably higher 

Ihan the standardlbudgeted costs during 1988·91 due to high consumption 
of raw materials, chemicals and utilities coupled with increase in price of 
raw materials. Energy consumption in most of the plants was also higher 
than norms in most of the plants. The Committee feci that there is an 
urgent need to achieve high cost-effectiveness in order to maintain 
profitability in the intensely competitive market place of the future. 

Reply of the Government 
Raw materials consumption for many plants in Baroda Complex is 

reasonably within the budgeted figures. However. in case of certain plants 
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like olefins. aromatic and linear alkyl benzene plants, where the feedstocks 
are taken from Indian Oil Corporation Limited (Qujarat Refinery). the 
c:onsumptions are higher. This is mainly because of lower precursors 
c:ontent ill the feedstock t.,. in naphtha for aromatic plant, the precursor is 
37.5% in naphtha against 42% designed. In ole fins plants, the precurson 
in naphtha is always leu than 76%, which is normally required. LAB 
feedstock is supposed to have precurson more than 22%. but normally it is 
less than 20%. Efforts are being made to import some quantities of 
feedstock with higher precurson in order to reduce the cost of production 
and specific c:onsumption. However. infrutructure at the port terminal is 
to be created first to handle the imports. 

(Ministry of Chemicals It Fertilizen (Department of Chemicals and Petro--
chemicals) D.O. No. 4OO12l4l93-PC III dated 10th November, 1993) 

(Recommendallon Serial No. 17) 

It is hcanening to note that (PCl is treating the hazardous in4ustrial 
effluent to acceptable levels and is also carrying out periodic monitoring to 
assess changes. if any. in the environmental quality. The studies conducted 
by National Institute of Oceanography following complaints regarding 
damage to marine life from the erouent of Nagothane Complex have 
dispelled such fean. The Committee sugest that the fean and doubts on 
this question in the minds of the people in the neighbourhood should be 
allayed. II is not clear whether the minimal national standards in quantum 
limils laid down by the Central Board for Prevention o( Air and Water 
Pollution are met by (PCL. The Committee recommend th"ill in case these 
arc nOI already met by IPCl, immediate measures should be taken to see 
Ihal Ihe effluents from IPCl conform to the limits laid down. 

Repl)' or the Government 

To allay the fears and doubts in the minds of the people in the 
neighbourhood, IPCl's Nagothane Complex has undertaken to implement 
public awareness programmes. The c:ommunication modes used for it arc: 

(i) Booklet-Printed Marathi Booklets in question and answer forms 
are being distributed to the villagers. 

(ii) Face to face-Meetinp between group of villagen. their 
Sarpanches and IPCl personnel are organised at Community Halls 
of the villages. 

(iii) Visuals-Plant visits and video films covering all aspects of fire, 
safety It pollution control meuurcs are shc.wn to the nearby 
villaaen. 

The other major objective of the programme is to improve the awareness 
about IPCL's Naaothane Complex among the villagers ",ul promote It as a 
neighbourho~ friendly organisation. 
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Ouality parameters of the treated crouent of IPel's Nagothane 
Complex satisfy the .. andarda laid down in Minimal National Standards 
(MINAS) for the petrochemical industry (bale and intermediates) issued 
by the Central Pollution Control Board. New Delhi. The quality of 
effluent discharaed also meets the Standardi stipulated by the Maharashtra 
Pollution Control Board in their "consent to operate" letter dated the 
20th April. 1993. 
(Ministry of Chemicals & Fertilizers (Department of Chemicals and 
Petrochemicals) D.O. No. 4001214.fV3-PC III dated 10th November, 

1993J 
(RecolllendaUon Serial No. 21) 

The Committee find that the Baroda Complex of (PCl made a profit of 
over Rs. 290 crores in 1991-92 which is quite impressive. The overall profit 
of the company in thai year wa however just RI. S2 crores primarily due 
to unsatisfactory performance of Nagothane Complex. The Committee arc 
concerned to note that the overall profit of the company which stood at 
Rs. 116 crores in 1988-89 came down to touch a low of RI. 46 aores in 
1990-91. As apinst the profit tarlet of RI. 200 crures in the current year 
(1992-93). the achievement in the firll half of the year wu Rs. 41 crores. 
The Comminee find that non-stabilisation of Nalothane Complex, decline 
in international price of petrochemical products, dumping of products. 
reduction import duty. ete. have their inevitable impaet on IPCL. In order 
10 improve profitability. the Committee urge that fPCL should ensure that 
the new projects are made viable. capacity utilisation improved. cost 
reduced and better marketing of products ensured. The Commillce would 
awail !itc~ taken in this regard. 

Reply or the Government 
Reference is invited to the reply furnished in regard to recommendation 

S. No. I. In addition to this. the following Sleps were taken for better 
marketing of products: 

• Customer relations were strengthened by way of optimum number o( 
customer contacts. visits, holding of seminars and workshops. 

• Activities were streamlined to obtain market information in time. To 
enable IPCl to respond speedily to these inputs. IPCl introduced 
Ouick Market Intelligence (OMI) formats (or now of information. 

• IPCl also ensured availability of major Ifades throughout the country 
10 enable the consumers to purchase from the shelf. 

• fPCl also organised distribution of materials through railway wagons 
and containers to lain time and also to ensure availability o( materials 
during the rcc:ent transport operators strike. 

• IPCl undertook efforts to maximise sale of value added grades like 
agrifilms. cap coven. BOPP films. multifilamenlS and polypropylene 
copolymer. 
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• Consignment Stockist handling chemical products were given more 
products to improve market penetration. 

• Greater flexibility was given by [PCL to their polymer distributors for 
providing better service to be consumers. 

[Ministry of Chemicals & Fertilizers (Department of Chemicals and 
Petrochemicals) D.O. No. 40012/4/93-PC III dated 10th November. 

1993] 
(Recommendation Serial No. 12) 

The high rate of taxes and duties seems to have adverse effect on the 
IPCL. Accroding to the Eighth Five Year Plan document the prices of 
most of the petrochemical products in the country are well above the 
international levels, partly because of high rates of taxes. The drop in the 
import duty in respect of MEG and Xylene in the recent Budget has 
reportedly rendered production of these items unviable. The Committee 
feel that there is an urgent need to rationalise taxes and duties on 
indigenous petrochemical products in consonance with the changes in 
import duty structure in order to enable Indian Petrochemical Iftdustry 
integrate with the global market. Incidentally. the Committee suggest that 
IPCL should also develop new strategies and promote value added 
products to maintain profitability. 

Reply or the Government 
As suggested by the Committee, the steps taken by IPCL are as follows: 
• Optimisation of cost-effective product mix by balancing production of 

grades between Baroda and Nagothane Plants. '" 
• Product / market development strategies were drawn up aimed at 

maximising product sales of value added grades e.g. agrifilms, cap 
covers, BOPP, multifilament, polypropylene copolymer and post-
reactor compounds. 

• MOV agreements with major customers were entered into to 
maintain / improve market share. 

• Introduction of distilled Solv~nt CIX for the first time in the domestic 
market for better sales realisation. 

• Certain products such as orthoxylcne were marketed to the non-
phthalic anhydride (PAN) sector at prices higher than the imported 
prices. 

• Customer mapping on regional basis were carried out to optimise 
points of supply for quicker servicing, reducing logistics problems. 
using least cost transportation options and to be tax effective in terms 
of sales tax, purchase tax and turn over tax. 

[Ministry of Chemicals & Fertilizers (Department of Chemicals and 
Petrochemicals) D.O. No. 4001214 I 93-PC III dated 10th November. 1993] 
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Commenu or the Committee 

(Plcase Itt paragraph 27 of Chapter I of the Repon) 

(ReeommendalioD Serial No. 22) 

The auditors report of IPCL for the year 1991-92 has remarked that the 
internal audit s)'Stem of the company needs to be strengthened so as to 
commensurate with the size and nature of itl business. IPCl is stated to 
have since appointed professional auditing firms to do the internal audit of 
all the regional offices and sales centres. The Commitlee trust that IPCl 
will not be found wanting in this regard in future. 

Reply or the Goyeramenl 

The Company has an internal audit system operated by the Company's 
own Internal Audit Department for the Baroda Complex. over and above 
the inhouse internal audit department, IPCl has retained professional 
firms of Chartered Accountants for carrying out internal audit of 
Nagothane Complex, CATAD and Regionaj offices. These arrangements 
arc propo5ed to be be funher strengthened, so as to be commensurate with 
the size and nature of operations. 

IMinistry of Chemicals & Fcnilizers(Dcpariment of Chemicals and 
Pelrochemical!» D.O. No. 40012/4/93-PC III dated 10th November, 

1993.' 

C Rl'commendalion Serial No. 24) 

The Commillee are surprised that MOU performance of IPCl has been 
rated 'Excellent' with a composite score of 1.24 in 1990-91 while the 
Commillec's examination of the company's performance for the year 
reveals substantial shonfall in achivcment of budget targets in respect of 
gross turnover, value added, profit and gross internal resources, failure of 
the Nagothane Complex going on stream as planned, stoppage of 
operations due to a major accident in Nagolhane Complex and negligible 
sales realisation of RI. 2 crores as against the target of Rs. 488 crores in 
Nallothane Complex. On examining the MOUs of IPCl for the last three 
years. the Committee feel that something is basically wrong in the system 
of MOU targets and evaluation. There is no sychronisation of DPR. ptan, 
budget and MOU targets of the company. Imported indicators such as 
value added, capital investment and labour productivity have not found 
place in the MOU. There has been replacement of MOU indicators in 
successive years which defies comparison of MOU performance over the 
years. Commitments from the government included in MOU arc seldom 
evaluated. The Commillee desire that all these deficiencies should be 
removed in consulation with the Department or Public Enterprises. The 
('ommillee (eel that MOU score should genuinely reflect total enterprise 
performance. The Commillee would alw urge thai the details of MOU and 



Ihe evaluatIon thereagainst sbould be disclosed in future in the Annual 
Report of the Company and of the Administrative Ministry for the 
information of Parliament and the Public. 

Repl, or tbe Govenuneat 
AI already mentioned earlier, in the evaluation of pcrfonnance against 

MOU targets for 1990-91, production pcrfonnance at Nagothane was 
ianored owin, to the extra-ordinary I uncontrollable factor, i.e. the fire I 
explosion that occured in that Complex during that year. Relevant 

extracts from the IPCL'I letter No. SC/2/MOU (1990-91) dated May 6, 
1991 in this re,ard are reproduced below: 

"The evaluation of perfonnance of a lerae undertaking like IPCL, 
should take into consideration exptraordinary I uncontrollable 
factors and special pathbreakin, endeavours not specifically 
included in the MOU. In November 1990 the mishap which 
occurred in the Nagothane Complex WII an extraordinary event 
which affected to some extent the perfonnance taraets of 
production and turnover of the Corporation. It would be relevant 
to mention that major mishaps have occurred elsewhere in the 
world in well established petrochemical complexes (as for example 
in) 

Nizhne Kamsk Ethylene Plant in USSR-January, 1991. 
2 Pcmell's Pajaritos VCM Planl in Mexico-March, 1991. 
3. Union Carbide's Seadrift EO Plant in USA-Mar~, 1991. 
4. Sabah Gas Industries. Methanol Plant in Mexico-April. 1991. 
A dislorted analysis of performance would emerae, if an extraordinary 

evenl is taken cognizance of and the performance is evaluated. It is 
therefore suuested to exclude the perfonnance of Nalothane Complex 
while evaluating (PCL's perfonnance in 1990-91. 

It would be appropriate to mention that durinl, the year 1990-91, the 
Corporation WII adjudged the third belt perfonner amonpt the 
petrochemical companies world wide (placed after Occidental Petroleum 
and Gcneral Electric) in a study carried out by Chemical (nsiaht, London. 

To sum il is our submission that extraordinary aspects and new 
pathtlreaking endeavours need to be reackoned in the rating of (PCl 
performance againsl MOU targets." 
Sy~hronisalion of taraets in budget estimates and MOU has been 

in~lilutionali5Cd from 1991·92 onwards. 
Regarding disclosure of financial targets, it has been agreed with the 

approval of Ihe High Power Committee, that.such tarlets would be given 
in a scaled cover to the Secretary of the Department which would be 
(~ned al thc time of evaluation. It is therefore felt that is is not desirable 
to discioulle the financial targets. 
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Suggestion relardinl Inclusion of labour productivity and value added 
capital invatment are being communicated 10 the Department Qf Public 
Enterprise for appropriate aC:tloD. 
[Ministry of Chemicals cl Fenillzen (Depanment of Chemicals and 
Petrochemicals) D.O. No. 40012/4/93-PC III dated 10th November, 

1993) 
Comments of lb. Committee 

~Please Stl paragraph 29 of Chapler i of the Repon) . 
. " (RecommendatlGa Serial No. 25) 

The Baroda Complex of IPCL faced' a nash strike by non-supervisory 
personnel followed by management's lock out from 23rd to 30th July. 
1992 on a relatively insignificant issue of payment of HRA arears to the 
tune of Rs. 46 lakhs. What is shocking to the Committee is not the 
resultant production loss of around Rs. 14 crores which in itself is a 
matter of serious concern by the manner in which the plant which process 
highly innammable and toxic chemicals were exposed to the danler of a 
catestrophe not only to the plants. persons workins around but also the 
community at large in the vicinity. Fortunately nothing untoward 
happened. But this speaks volumes of the cordiality that the management 
enjoyed with ill employees and the extent of workers' safety 
consciousness in h.ndlinS hazardous plants such as these. The Committee 
urge that (PCL should give top priority to inculcate safety consciousness 
among its workers and situation of this kind should never be allowed 10 
repeat under any circumstances. The Committee also desire that 
Grievances of employees should be resolved amicably in time and 
industrial peace and harmony ensured. 

aepl,. of tlw Go....-t 
(PCL is reaularly conduct in, COUflCS in llfety awareness to cover 

almost all employea. Practical demonstrations are also Jiven periodically. 
A good system prevails in each plant which ensures life operations in the 
plant. 

The following steps have been taken to prevent recurrence of nash 
strike and to maintain industrial peace and harmony in the company. 

(i) In a settlement dated 31.7.1992, silfted between the fPCl and the 
representatives of the two Unions, both the Unions have agreed 
not to reson to strike without giving a minimum 14 days notice, as 
stipulated .under the provisions of Industrial Disputes Act. The 
Unions have also agreed to follow good Code of Conduct and 
DiSCipline. 

(ii) Bilateral forums comprisin, the representatives of the management 
and the Unions have been evolved to resolve the issues raised by 
the Unions from time to time. A jOint negotiating team has been 
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constituted to resolve ilauea under the chuter of demands submitted 
by the Unions. 

(Ministry of Chemicals & Fertilizcn (Department of Chemicals and 
Petrochemicals) D.O. No. 4OO12/4/93-PC III dated 10th November. 

1993.] 
(RlCOmmtadlnoa Serial No. 26) 

The Committee Ire Jlad to note that by way of dischar,ins social 
responsibility IPCL has formed I trust named MCC Complex Area 
Development Research Foundation to initiate various development 
ac:tivities in the area and an amount Rs. 19 lakhs earmarked for the year 
1992·93 for the purpose. The Cdmmittee in this connec:tion desire that 
(PCl should work out certain schemes as 10 how the social responsibility 
can be discharged to the ,ood of the society especially the poorest amon, 
the poor. The Committee in their report on lOBI have laid emphasis in 
.Ihis c:C'nncc:tion for provision of drinkin, water, medical fac:ilities etc:. The 
Commitlee 4esire that (pel should attempt to solve the drinin" watcr 
problem of the district where Na,othane complex is located and take steps 
in this rCJard in coordination with IDBI, distric:t and local administration 
authorities. The Committee is certain that ,rappling with the peoplc's 
problems with firmness, willingness " ima,inllion thousands of small and 
big industries situated in this district in allscaors includin, cooperative can 
help solve people', problems; thus becomin, a precedent and example to 
all not only in the true Gandhian spirit of discharainS social responsibility 
but also in tunc with Mahatma'S concept of trusteeship:-

.eply ot abe GOYerDlDeaa 
IPCL hu been extendin, auiltance to the nei,hbourin, communities 

and other backward areu at tbe Baroda Complex and the Nagothane 
Complex as part of ditchar,in, itl social obli,ation. 

To share the benefits of the pro,reu made by the company, activitics 
aimed at the well beinl of the society have been institutionalised. The 
areas c:hosen for providina usist"nce and services to the nei,hbouring 
communities have been employment to PAPs, education, public: health. 
family plannin,. provision of civic amenitiel like roads. drinking -,vatc:r. 
promotion of spons and assistance durin, natural calamities. 

The Corporation hiS I,reed to supply water frcc of c:har,e to the Projec:t 
Affected villagers for a period of five years from May, 1990. The Company 
hall al50 decided to undertake the expenditure for laying down the pipelinc 
for filtered water lupply to the Naaothane vUllae. 

IPCL has formed I trull nlmed MGCC Area Development Researc:h 
Foundation for discharaina social responsibilities and to initiate various 
development activities in the arel. A sum of Rs. 19 lakhs has been 
earmarked for the year 1992·93 for the said purpose. A detailed plan 10 
solve the drinking water problem of the district where the Nagothane 
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Complex is located will be drawn up in consulation with the Industrial 
Development Bank of India and the district as well as the local 
administration authorities. (PCL Nagothane Complex has conveyed 10 the 
Maharashtra Industrial Development Corporation Limited, Bombay to 
work out a scheme of drining. water supply to Nagothane village. The 
expenditure of about 8 lakhs has also been agreed to and this has been 
communicated to the MIDC .. 
[Ministry of Chemicals It Fertilizers (Department of Chemicals and 
Petrochemicals) D.O. No. 40012 I 4 I 93-PC III dated 10th November, 

1993.) 



CHAPTE~ m 
RECOMMENDATIONS WHICH THE COMMl'lTEE DO NOT 

DESIRE TO PURSUE IN VIEW OF OOVERNMENrS REPLIES 

- NIL-
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CHPATER IV 

RECOMMENDA nONS. IN RESPEcr OF WHICH ~EPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY TIlE 

COMMITTEE 

(RtcOIIlIDeIldatloa Serial No. 13) 
Though 18 months have elapsed siDCe .ubmission of tbe report in 

October 1991 by a bigh power committee wu appointed by tbe 
Government to enquire into the causes of tbe accident, the report has not 
been laid in Parliament. The report wu not forthcoming inspite of 
repeated requests. Government is stated to be still in the process of 
finalising its views on the report. The delay is 1ntriguing. The Committee 
require that the Government should take a view on the report without any 
further lou of time and lay the report in the next session of Parliament. 

Reply of tbe Government 
The Muhelkar Report and made some recommendations which were 

beina processed for necessary action. Meanwhile, certain clarifICations 
were required to be obtained from IPCL for further action. These 
clarifications have since been received and tbe Report is now being 
processed in the Ministry for taking a final decision. 
[Ministry of Chemicals cl Fertilizers (Department of Chemicals and 
Petrochemicals) D.O. No. 4001214193-PC III dated 10th November. 

Comments of the Committee 
(Please see paragraph 17 of Chapter I of the Report) 

(Rec:ommendatloa Serial No. (8) 

1993.) 

The Committee note tbat Raigad District of Maharasbtra wbicb bu 
major units of RCF, HOC, ONGC, Reliance etc. apart from IPCL 
experience. high level of pollution. The Committee need hardly emphasise 
that co-ordinated effort by all these units would be required to ensure that 
the entire district remains pollution free. The Committee are glad that 
IPCL has agreed to coordinate efforts in this regard. The Committee 
would await the steps taken by IPCL in this connection. The Committee 
desire tbat Government should take urgent steps to make environment 
audit a mandatory requirement for all Companies and to incorporate this 
requirement u part of the Companies Act with a view to ensuring 
poUution free environment. 
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Repley of the Go ........... 

With the view to coordinate the efforts regarding steps to be undertaken 
for maintaining the entire district pollution free, a meeting was arranged 
on the 4th September, 1993 inviting all the executives of various industries 
in the district. However, due to the poor response from the participants, 
this meeting had to be postponed. The Corporation is now planning to caU 
the meeting for action plan discussions to have safeguards againt pollution 
in the district some time in the month of December, 1993. In the mean-
time, the Corporation had also organised a one-day Environmental 
Awareness Programme for the benefit of the People of the nearby villages 
on the 17th July, 1993. The response was very good and the Corporation is 
now proposing to widen the scope of such programmes in the district. 

As required by the rules fraimed under to the Environment (protection) 
Act, 1986, the Company has already submitted the Environment Statement 
Report for Nagothane Complex in the Prescribed format to the 
Maharashtra Pollution Control Board. This is the first time that such an 
Environment Statement Report has been submitted. 

[Ministry of Chemicals &t Fertilizers (Department of Chemicals and 
Petrochemicals) D.O. No. 400121419J.-PC III dated 10th November, 

1993] 



CHAPTER V 

RECOMMENDATIONS IN RESPECf OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE STILL A WAITED 

(Recommendation Serial No.7) 
There were four Baroda based projects viz. (i) Polypropylene 

Copolymer; (ii) Bicomponent Acrylic Fibre (iii) Xylene Expansion and (iv) 
Gas Turbine Power Plant each costing over Rs. SO crores completed dunna 
the last five years. The Company has slipped up badly in adhering to time 
schedule of these projects. There was delay ranging from 9 to 24 months in 
completiOn/commissioning of these projects. There was 250/0 cost-overrun 
in the case of Xylene Expansion. Increase in project cost coupled with 
uneconomic input prices appears to have made this project economically 
unviable. The Committee hope that the company will exercise greater care 
in future to see that Feasibility Reports are reliable and the cost estimates 
realistic. The Committee desire that efforts should be made to break even 
on Xylene project soon. 

Reply or the Government 
The Xylenes Plant at Baroda Complex is designed for processing of 

Naphtha upto 1,20,000 metric tonnes per annum and 1,10,000 metric 
tonnes per annum of CS Reformate. Since the price of CS Reformate fIXed 
by Government is exorbitantly high, the Corporation bas discontinued 
processing of CS Reformate. However. naphtha is bein, processed in the 
aromatics plant at Baroda Complex at fuU capacity. The matter bas been 
taken up with the concerned Ministry viz. Ministry of Petroleum &t Natural 
Gas and the Indian Oil Corporation Limited for fixing tbe price for CS 
Reformate in relation witb the international price for Ortho and Para 
Xylenes. 
[Ministry of Chemicals &t Fertilizers (Department of Chemica.. and 
Petrocbemicals) D.O. No. 4001214193-PC III dated 10th November, 

Comments of the CommUtee 
(Please see paragraph 10 and 11 of Cbapter I of the Report) 

(Reeommendatlon Serial No. 11) 

1993J 

The Committee note that petrochemical industry is hazardous by nature 
and inspite of the best of safety measures adopted by the industry the 
possibility of a disaster can not be ruled out. The Committee's examination 
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has brought to light the deaths occurred due to an accident in tbe complex. 
11 is quite possible that many such deaths might have occurred in the area 
due to some other hazardous industries which might have lone unnoticed. 
The need for creation of adequate medical facilities near the industry to 
meet such eventualities cannot therefore be over emphasised. The 
Committee in this connection note that IPCL management had mooted an 
idea of having a large hospital in association with other neighbouring 
industries such as RCF, HOC and other private industries located at sueb a 
site and area that it is easily approachable by aU the industries in the 
district including those in Patalganga area. The Committee would urse that 
IPCL should translate this idea into reality soon. 

Reply of the Govemment 

Discussions have been held by IPeL with the State Government 
authorities for setting up such a facility, in association with other 
neighbouring industries and the matter is being followed up. 

[Ministry of Chemicals & Fertilizers (Department of Chemicals' and 
Petrochemicals) D.O. No. 4001214193-PC III dated 10th November, 

Comments of the Committee 

(Please see paragraph 14 of Chapter I of the Report) 

(Recommendation Serial No. 19) 
-. 

1993] 

The R&D Centre of IPCL has been functioning for over 15 years. It is 
disheartening to learn that [PCL has left it to advanced countries to 
undertake reserach on plastics recycling, disposal etc. and is awaiting the 
outcome of their ,research. Without underrating the achievements of the 
R&D"Centre of the Company, the Committee would like to point out that 
the research should be need based and problem oriented. There is an 
urgent and imperative need to study the chemical reaction of detergents, 
and synthet.ic fibre on skin and the question of packaging of edible items 
on recycled material and such other vital problems involving the health of 
the people. The Committee would await the outcome of studies in this 
regard. 

Reply of the Govemment 

The available information through literature on the dermatological 
effects of detergents and synthetic fibres will be collected from the 
Industrial Toxicological Research Centre (ITRC}, Lucknow, where 
presently lOme expertise exists. Similarly the Central Food and 
Technological Research Institute (CFTRI). Mysore wiH,be approached to 
gather information on the packaging of edible items in recycled materials. 
A ~atus report will be submitted in due course. 



29 

(Ministry of Chemicals A Fertilizers (Department of Chemicals and 
Petrochemicals) D.O. No. 40012114193-PC III dated 10th November, 

1993) 
Comments or the Committee 

(Please sec parall'aph 2S of Chapter I of the Report) 
(RecommendatloD Serial No. 10) 

The Committee arc also not impreaed by the current level of 
expenditure in the R&D activities of IPCL which varied between 6 to 8 
crorc5 each year during 1988-92 (after exclusion of investment on a carbon 
fibre development project during 1989-91). This is obcviously insignificant 
compared to outlay in R&D in advanced countries. The Committee feel 
strongly that the R&D outlay should be stepped up consistent with the 
need to maintain an edge in quality and cost in an emerging competitive 
situation. 

Reply or the Goyeramenl 
Major emphasis has been placed in the on-going R&D projects to 

develop quality and cost effective products and processes. In order to 
augment the financial outlay to meet the demands of the emerging 
scenario, in addition to the available internal resources, IPCL has 
approached the Oil Industry Development Board for a soft loan against 
specific projects which have major financial implications. 
(Ministry or Chemicals & Fertilizers (Department of Chemicals and 
Petrochemicals) D.O. No. 40012114ftJ3-PC III dated 10th November, 

1993) 

Comments or the Committee 
(Please see paragraph 2S of Chapter I of the Report) 

NEW DELIII; 
D~~tmbtr 22. 199) 

Pausa I. 1915 (Saka) 

VILAS MUTIEMWA R 
Chairman 

Committee on Public Undtrtakings 



APPENDIX I 

Minutes of the 15th si";n, of COmmillft on Public Undertakings htld on 21 
December; 1993 

The Committee sat from 1530 hrs. to 1630 hrs. 
PRESENT 

Shri Vilas Muttemwar - Ch4imuua 
MEMBERS 

2. Shri Chetan P.S. Cbauban 
3. Shri Ramesh Cbennithala 
4. Smt. Saroj Dubey 
5. Shri B.M. Mujahid 
6. Shri Ramdew Ram 
7. Dr. C. Silvera 
8. Shri Virendra Singh 
9. Shri V. Narayanasamy 

10. Shri Pravat Kumar Samantaray 
11. Shri G. Swaminathan 

SECRETARIAT 

1. Smt P.K. Sandhu - Deputy Secntary 
2. Shri P.K. Grover - Under SeCTtttlTy 

QfPlCE OF mE COMPTROLLER AUDITOR OENEllAL OF INDIA 

1. Shri R. Chandramauli - Assistant CclAO (Commercial) and 
Secretary, ~udit Board. 

1. • • • • 
2. The officers of CclAG then withdrew from tbe meeting. Thereafter 

the Committee considered the following Draft Reports as approved by 
Action Taken Sub-Committee and adopted the same:-

0) •• •• •• •• 
(ii) Action Taken by OovemmcntOD the recommendations contained in 

18th Report of Committee on Public Undertakinp (1992-93) on Indian 
Petrochemicals Corporation Limited. 

3 .••• • •• ••• • •• 
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4. The Committee authoriled the Cbairman to finalise the 
Repona on tbe buis of factual verification by the Ministryl 
Undertakinl concerned and audit (in respect of report mentioned in 
para 1) and to present the same to Puliament. 

Tht Committtt thlll Gdjoumld. 



APPENDIX n 
(Vidt Para 3 of the Introduction) 

Analysis of tht Action Taktn by tht Govtmmtnt on tht rtcommtndations 
contalntd in tht Eightttnth Rtport of the Committee on Public 
U"dtrtakings (Ttnth Lok 5abha) on IndiDn Petrochtmicals Corporation 

Lid. 
I. Total number of recommendation. 

II. Recommendationa that have been accepted by the 
Goyernment (vide recommendationa It SI. Nos. 1-6, 
8-11, 14-17 and 21-26) 
Percentaae to total 

III. Recommendation whieh the Committee do not desire 
to punue in view of the Goyernment's reply 
Percentale to total 

26 
20 

76.9% 
Nil 

Nil 
IV. Recommendations in respect of whic:h replies of the ) 

Govc:rnment have not been acc:epted by the 
Comminee (vide recommendations at SI. Nos. 13 and 
18) 

Percentaae to total 
V. Recommendations in respect of whic:h final reply of 

Ihe Goyernment are still awaited (vide 
recommendation at SI. Nos. 7. 12. 19 and 20) 
Percentale 10 10lal 

32 

7.7% 
4 

15.4% 
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