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The Associated Cement Companies Limited 
Speech of the chairman Dharamsey M Khatau 

SPEAKING at the 2nd Annua l 
General Meeting of the Asso

ciated Cement companies L im i ted 
held in Bombay on friday 20th 
January 1961. the Cha i rman. Shr i 
Dharamsey M Khatau sa id : "After 
the steady and cont inuous deterio
rat ion in -profits over the preceding 
four years, there has at last occu 
red some slight improvement in 
gross p r o f i t and net prof i ts. Enco 

uraged by this, and by the pros-
pect, or at least the hope, that the 
Ta r i f l Commission now examin ing 
our current and fu ture costs will 
recommend a fa i r price and that the 
benefits accruing hereafter f r om the 
increase in installed capacity w i l l 
not he whol ly neuralised by fur
ther increases in costs, your Direc 
lot's have decided to recommend a 
D iv idend at Rs. 12 per share (sub-
ject to deduct ion id tax ' ) . Th is has 
been done in an endeavour to reach 
what we consider to he the minimum 
rat*1 nf dividend to which I he 
shareholders are ent i t led. your 
Directors realise that this is In 
no means vet a fa i r return on 
shareholders capital . hav ing regard 
par t i cu la r l y to the fact that the 
shareholders have also cont r ibuted 
a very substantial amount of fur
ther capi ta l by way of Premium on 
Shares pa id in cash. But it is not 
possible to go any fur ther in that 
d i rec t ion just at present, because 
even the modest d iv idend now re
commended as well as the rate at 
which it is proposed to pay Bonus 
to our employees this year have 
necessitated the heavy w i thd rawa l of 
Rs. 81.50 lakhs from General Re
serve. 

Production and cost 

"Despi te the slight improvement 
in prof i ts the results of last sear's 
wo rk i ng have been d isappo in t ing . 
In keeping wi th the Second Plan. 
the instal led capacity of your (Com
pany's factories in Ind ia rose f r o m 
34.42 lakh tons to 37.30 lakh tons. 
but despatches improved on ly f r om 
31.47 lakh tons last year to 33.68 
lakh t o n . Th i s was not due to any 
lack of demand for cement. in 
the cont rary , the demand improved 
strongly since the beg inn ing of 
1960. But the shortage of ra i lway 
wagons, especially since the end of 

may I960 , prevented us f r om taking 
f u l l advantage of the i m p r o v e d de 
mand . Moreover. your Company 
along wi th many other indust r ia l 
concerns was adversely affected by 
the acute shortage of transport for 
coal. w i l l i the result that a number 
of our works were obl iged to cur
tai l p roduct ion for warn of coal 
suppl ies towards the end of the year 
under review. The transport situa
t ion continues to be grave, though 
the authorit ies concerned are doing 
all they can to ensure for out cement 
plants at least their m i n i m u m re 
quirement of coal and adequate 
supply of wagons fo r despatching 
cement. We are also endeavouring 
to increase despatches by road trans
port . 

"Apart f r om these, the increase 
in gross earnings has been largely 
offset by fur ther increases in the 
cost of various materials, enhanced 
railway f re ight , a fur ther rise in the 
eosf of coal and power, higher inci-
dence of labour costs etc. The in 
ndenee of depreciat ion was also 
higher, on account of the high capi
tal cost of expansion and rehabi l i 
tat ion projects. 

"The implementat ion of the recom
mendations of the Cement Wage 
Board would have increased the 
labour costs sti l l fu r ther but for the 
Government 's acceptance of the 
Wage Board's f ind ing that the cement 
i i 'dustrs was incapable of hearing 
this add i t iona l burden, and that con
sequently there was need to neutra
lise it by an appropr ia te increase in 
the retention price. Unfor tunate ly . 
in the process of comput ing this 
higher labour cost per ton of cement, 
the installed ' rated' capacity has 
been taken as the base instead of 
the actual product ion which was 
considerably lower. 

""The major increases in costs 
which have been responsible for the 
progressive reduct ion of prof i ts 
have been due to factors ent i re ly 
beyond the control of the Company, 
They have in fact been the direct 
consequence of Government's own 
fiscal, monetary, labour and wel
fare policies in an at tempt, on the 
one hand, to implement the Second 
Five-Year Plan which many of us 
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regarded as extravagant and. ON the 
other, to move nearer to the goal 
of a socialist ic pattern of society 
which, at this juncture, most of us 
consider impracticable."" 

Tariff Commission 
" I n view of continually r ising 

costs. the Chai rman eontinued. 
" y o u r company was constrained to 
approach the Government reported 
ly since 1959 for some enhancement 
of the retention price. It was point
ed out that the continued decline in 
the earning capacity of the com 
pans, despite the s u b s t a n t i a l l y h igh 
or product ion and increased capital 
employed, which is simply borne out 
by our publ ished accounts since 
1956. was the direct outcome of in 
creasing costs and the uneconomic 
retention price The Government 
was well aware that your company 
has always co-operated in the plans 
and policies of Government by rea 
d i ly assuming responsibil i ty for its 
share in the expansion of the coun 
try 's cement output , and by carry
ing out expansions and technical 
improvements wi th a view to keep
ing down product ion costs. Your 
company has also part ic ipated in 
establishing a major Heavy Engi-
neering project in the country in 
col laborat ion wi th two leading Br i 
tish Concerns, involv ing very con
siderable investment of resources in 
men and money . In view of a l l this. 
one cannot hut deprecate the irres
ponsible a l t i tude of Government in 
del iberately ignor ing the difficulties 
and needs of this basic control led 
industry. and in refusing to re-fix 
the retention price at a level which 
would yield a reasonable margin of 
prof i t , and also leave something over 
fo r p loughing back into the busi
ness. Even more reprehensible was 
the Government 's fa i lu re to imple
ment the last Tar i f f Commission's 
recommendations concerning the re
trospective operation of the en
hanced retention price fixed in 1058 
and the need to alter that pr ice f r o m 
time to t ime wi th every change in 
the cost of coal. 

ln these, circumstances, the deci
sion of the Government to refer the 
whole question once again to the 
Tar i f f Commission fo r a fresh invjs-
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l iga t ion is welcome, though the de
cision was taken after nearly two 
years of inact ion. in effect, this 
means that the cement Indust ry w i l l 
'have continue to suffer, without 
any redress, not on ly the entire rise 
in costs which has already occurred 
since January 1958, hut also the 
further rise which w i l l undoubtedly 
occur unt i l a new retention price 
becomes operative. 

"Meanwhi le . almost exactly a 
month ago. even before the T a r i f f 
Commission could make a start 
wi th its formidable task, came an 
ex t raord inary edict f rom (Govern
ment. They decided, by a stroke of 
the pen. to compel the industry to 
use second hand bags for packing 
cement; and this at a price so low. 
conceived as an average price for 
packing in New Bags and Used 
Bags, that it makes the whole scheme 
both impossible of performance and 
grossly expropr ia to ry . 

'I have often wondered, lately 
wi th some anxiety, what could be 
the reasons for s ingl ing out the 
Cement Industry for such unsym
pathetic, if not indeed harsh, treat
ment. Can it be that, even after 
all these years, there is as yet no 
understanding in Government circles 
of the real needs, or the elementary 
"economies'' of this major, basic. 
capital-intensive1 industry? Do they 
not want a Cement Industry that is 
buoyant and can grow wi th free
dom and vigour to a point when 
shortage of cement w i l l be a thing 
of the past? Or is i t . quite s imply , 
that State T rad ing in cement, though 
in i t i a l ly highly lucrat ive, has la tely 
become such an unprofi table adven
ture, that a desperate attempt is now-
being made to minimise the l i ab i 
l i t y by passing back the losses in 
State T r a d i n g to the producers? I 
suspect that this last point is near
est the m a r k ; but whatever may be 
the true answer, I feel bound to say. 
wi th all the emphasis at my com
mand and w i t h a fu l l sense of res
ponsib i l i ty , that the recent policies 
of Government affecting this major 
industry are fraught w i t h grave con
sequences to its future and to the 
early satisfaction of the country 's 
urgent need for cement. I must 
also add that ' ho ld ing the price line' 
is impossible, w i th planned inflw 
tion on the one hand, and with so 
many variable factors ("of Govern
ment's own making) lending to
wards r is ing costs, on the other. In 
such circumstances a rise in the pr ice 

of cement is an unavoidable neces
sity if a further increase in cement 
product ion is not to be throt t led. 

"It is w i t h this background that 
we propose to urge before the Ta r i f f 
Commission that the ' fair return ' on 
the capital employed in the Cement 
Industry should be conceived as a 
' f a i r net distributable re turn ' after 
meeting a l l items of cost. In par
t icular we shall urge that there can 
be no jus t i f ica t ion- legal or equita
ble—for excluding f rom the over 
al l 'cost' of cement either such items 
of direct cost as the fu l l charge for 
packing, whether in New or Used 
Bags, and the commission payable 
to stockists, or such large and spe
cific items of overhead costs as 
Bonus and accruing Gra tu i ty to em
ployees, the remuneration payable 
to Managing Agents, the statutory 
Development Rebate Reserve and 
Company Taxat ion . To admit , on 
the one hand, that the industry is 
entit led to a fa i r return on capital 
employed, but to insist, at the same 
time, that f rom this re turn itself the 
industry should in effect meet the 
cost of the items to which I have 
just referred is a contradict ion in 
terms. It certainly results in our 
being left w i th a net dis tr ibutable 
re turn which can hardly be described 
as f a i r . " 

Expansion and Rehabilitation 

The Chai rman reported that the 
Company's various expansion and 
rehabi l i ta t ion projects have made 
satisfactory progress. G iv ing de
tails, Shr i Khatau mentioned the 
extensions to the Shahabad Works 
which raised its capacity f rom 4.00 
lakh tons to 5.65 l a k h tons per an
n u m ; the modernisation and exten
sion of the Kymore W o r k s as a re
sult of wh ich the capacity of the 
factory has been raised f r o m 3.60 to 
5.73 lakh torus per annum; the in
stallation of the flotation plant for 
the beneficiation of 'low-grade lime
stone and the slag-cement plain at 
Chaibasa; and the slag-granulation 
plant at Jamshedpur. The Chair 
man expressed his fears that it may 
not be possible to commission the 
recently completed second drv-pro
cess k i l n at Mancher ia l immediately 
due to the i nab i l i t y of the Andhra 
Government to supply the f u l l re 
quirements of addit ional power. 

New Cement Works at Durg 

Shr i Khatau also announced that 
the Company had decided to start 
immediate ly on the b u i l d i n g of a 
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Cement Works a t D u r g in Madhya 
Pradesh which was held in abeyance 
due to the glut in the cement mar
ket and the shortage of foreign ex
change etc. The Government of 
India has now agreed to give high 
p r i o r i t y to this project so far as 
foreign exchange is concerned. This 
new Cement Works w i l l have an 
in i t i a l capacity of 1.65 lakh tons of 
cement per annum, and in due 
course, w i l l produce slag-cement 
using blast-furnace slag f rom the 
Bhi la i Steel Plant. 

Firebricks and White cement 

The capacity of the refractories 
factory at Katn i was being raised 
f rom 17.610 tons to 30.000 tons per 
annum in view of the adequate de
mand for this product . The Com
pany also marketed nearly 8.000 
Met r ic tonnes of Silvierete white 
cement produced at the old Proban
dar Works . Since demand continu
ed to be f a i r l y steady despite com
pet i t ion f rom imported and local 
whi te cement, and was l ikely to 
increase in the coming years, the 
Company has planned to install a 
new 25,000 ton capacity white 
cement plant at Kymore . 

Collieries 
Shr i Khatau also said that the 

Company's Nowrozabad and Kotma 
Collieries met a good por t ion of 
coal requirements at some of the 
cement works and the modern coal-
washing plant at Nowrozabad to 
improve the qual i ty of the coal pro
duced there, is supp ly ing enriched 
washed coal to the K y m o r e Cement 
Works replacing the more expensive 
Bengal coal to a large extent. 

Machinery Manufacture 

Cont inuing , the Cha i rman stated 
that in l ine wi th the Government 
po l i cy of encouraging the setting up 
of a heavy-machinery industry in 
India , the Company has decided to 
establish a well-equipped engineer
ing works at Shahabad for the ma
nufacture of machinery required for 
cement, paper and pulp , chemical 
industries etc. Meanwhile , the Com
pany continues to manufacture 
cement machinery for its own re-
quirements at the exist ing Central 
Workshops at Shahabad. 

ACC-Virkera-Babeock Ltd 

The work on the construction of 
the Heavy Engineer ing W o r k s at 
Durgapur in col laborat ion wi th 
Messrs Vickers L t d , and Messrs. 
Babcock & W i l c o x L t d . is proceed-
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i n g according to schedule. The new 
Company is expected to go into pro
duct ion by the end of 1961. ACC-
Vickers-l lahcock L t d , have up to 
now issued 3,00,000 shares of Rs. 
100 each and the A C C s share, 
which is 19 .8% of the shares so 
issued, amounts to Rs. 1,49,40,000/-. 

Pakistan 

The Chairman reported that the 
Company's factories in Pakistan con
tinued to function satisfactorily. 
Remittance to India of profits r a i n 
ed in Pakistan continued to he 
banned, out the Company was allow
ed to remit to Ind ia the due propor
t ion of the management, and admi
nistrative charges incurred at the 
Head Office. The demand for cement , 
in Pakistan was steadily g rowing 
and natural ly, the Governmeni of 
Pakistan were eager to meet this 
g rowing demand by increased pro
duction w i t h i n the country. "They 
therefore approached us. to expand 
the capacity of our two plants in 
Pakistan; but we expressed our in
abi l i ty to do this for want of the 
substantial foreign exchange resour
ces required for the purpose." 

The. Chairman, cont inued: "As the 
need for expanding the cement pro-
duetion in Pakistan was undoubted, 
we have been in negotiation wi th 
certain foreign interests at first 
Br i t i sh , and now A m e r i c a n - to trans
fer our factories to them on terms 
mutua l ly agreeable and subject, be
fore complet ion, to the approval of 
(he Government of Pakistan and the 
Government of Ind ia . The pre
requisites of any such transaction 
must be that we get a price which 
is fa i r , having due regard to al l the 
circumstances. and that the entire 
sale proceeds together w i t h our cash 
balances should be received by us 
in I nd i an Rupees or in convertible 
foreign exchange. F r o m the po in t 
of view of the Government of Pakis
tan, such an arrangement w o u l d be 
of great value because it wou ld en
sure considerable expansion of pro
duction capacity wi thou t any burden 
on the foreign, exchange resources 
of the country either for the acqui
si t ion of our factories, or for then-
fur ther expansion. To the Govern
ment of Ind ia also the transaction 
should be welcome as it would en
able the release of our resources in 
Pakistan for investment in further 
expansion in Ind ia . Negotiations 
are proceeding satisfactori ly and be
fore they are finalised the share

holders w i l l be approached for their 
approval." 

Bonus Shares, Managing 
Agency etc 

The Chairman slated that the Dir
ectors "have been reluctantly com
pelled to drop the idea of issuing 
Bonus Shares un t i l such t ime as 
Government may deem fit to wi th 
draw this entirely unjust imposi
t i o n " (of a 30 per cent tax) "the 
incidence of which your Company 
cannot bear". Shr i Khalau hoped 
that the Government ( i n the Com
pany Law Admin is t ra t ion Depart
ment w i l l sanction the extension 
of the durat ion of the Managing 
Agency Agreement to ten years and 
to enhance the terms as to remuner
ation above the "'standard scale". 

Labour-Management Relations 

Commenting on labour-manage
ment relations Shr i Khatau observ
ed: " A m o n g the outstanding events 
of the " year under review was the 
publ ica t ion of the Report of the 
Central Wage Board for the 
Cement Industry." 

He said that its main recommen
dations had been approved by Gov-
ernment and had been voluntar i ly 
accepted by us. The Wage Hoard 
must be complimented on the 
competence wi th which it has work
ed out a clear, need-based, fa i r 
wage pattern for this Industry. 

Cont inuing. Shri Khatau said : 
For this very reason your Com
pany, without wa i l i ng either for 
the actual realisation of the revised 
relent ion price or the assessment 
of proper work-loads, went ahead 
wi th the implementa t ion of the 
Wage B o a r d s recommendations at 
most of our Works and has already 
paid the new fair wage in consulta
tion w i th the Unions at those 
Works . I am confident that, very 
soon, w i t h the co-operation of the 
Unions concerned, we shall be in 
a position to implement the new 
wage scales at the remaining Works 
also. 

"There are. however, certain as
pects of this question to which , I 
feel. I must draw the pointed 
attention of the authorities. The 
Wage Hoard has for all practical 
purposes ignored the importance of 
fa i r work-loads as an essential ele
ment in any fair wage fixation. 
This was contrary to the positive 
s t ipulat ion of the Fair Wages Com
mittee, the pr inciples of which the 
Central Government desired the 
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Wage Board to follow by making a 
specific provision to that effect in 
the Terms of Reference. 

" I imagine that, by now. we have 
all come to realise that the pro-
duct iv i ty of our workers is very 
much lower than in other indus
trialised countries. For reasons be
yond our control we have to engage 
a much larger man-power force 
than is the case elsewhere, even in 
plants of equal capacity. with 
identical equipment and the same 
degree of mechanisation. Raising 
the wages of workers in this con
text, unaccompanied by a corres
ponding assessment of fair work
loads or a rise in product iv i ty , 
becomes a dubious and somewhat 
self-defeating device because, in our 
developing economy, its inf lat ionary 
result detracts from the workers" 
real income on which alone their 
standard of l i v ing can depend. 

"The relegation by Government 
of work-load studies to a stage of 
secondary importance is all the 
more difficult to understand when 
the Planning Commission as well 
as the Government have repeatedly 
made it clear that higher producti
vity is the only sure basis of 
prosperity and well-being of the 
workers. 

"However, it is at least some 
gain that the need for undertaking 
work-load studies has been accepted 
in pr inciple . And although we d id 
not succeed in persuading the Cen
tral Government to entrust the task 
of scientific work-load assessment to 
expert independent agencies having 
specialised knowledge of this par t i 
cular type of work. Government has 
asked the Chief Adviser (Facto
ries) to ini t ia te pilot projects for 
intensive studies in two or three 
units in this Industry. We are 
g iv ing the fullest assistance and co
operation to this team to facilitate 
and expedite their work." 

Appreciation 

Despite the low level of profits 
the Chairman said the Directors 
have decided to maintain the rate 
of bonus to all the Company's em
ployees at the same level as last 
year, and the large major i ty of the 
employees in the lowet scales of 
pay would receive substantially 
higher amounts of bonus this year 
in view of the increase in their 
basic wages due to the implemen
tation of the recommendations of 
the Central Wage Board for the 
Cement Industry. 
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Shr i Khatau concluded w i t h an 
expression OF warm appreciat ion 
of the sustained hard work and 
whole-hearted coopera t ion of al l 
the Company's employees, 

N O T E : This does not purport to 
he a report of the pro
ceedings of the Annual 
General Meeting which 
w i l l he senl separately to 

shareholders on request. 

S m a l l S a v i n g s 

THERE has been an a l l round i n 
crease in the net collections of 

Smal l Savings d u r i n g A p r i l - N o v e m -
her 1960. The increase was more 
pronounced in the Post Office Sav
ings Bank deposits and the Trea
sury Savings Deposit Certificates— 
being Rs 9.25 crores and Rs 3.90 
crores respectively. Net collections 
du r ing the eight months amounted 

to Rs 52.64 crores, showing at i n 
crease of Rs 15.06 crores over the 
corresponding period last year. In 
November, 1960, net collections 
amounted to Rs. 7.28 crores, record
ing an increase of Rs 1.82 crores 
over the figure for November, 1959. 
The sale of Prize Bonds f rom A p r i l 
to November, 1960 amounted to 
Rs 10.87 crores. It was Rs 25 
lakhs in November, 1960. 


