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I, the Chairman of the Public Accounts Committee, as authorbed 
by the Committee, do present on their behalf this Ninety-Ninth 
Report on the Action Taken by Government on the recommendations 
of the Public Accounts Committee contained in their 69th Report 
(Fourth Lok Sabha) on Appropriation Accounts (Defence Services), 
1966-67 and Audit Report (Defence Services), 1968. 

2. On 7th June, 1969, an "Action Taken" Sub-Committee was 
appointed to scrutinise the replies received from Government in pur- 
suance of the recommendations made by the Committee in their ear- 
lier Reports. The Sub-committee was constituted with the follow- 
ing Members: 

1. Shri N. R. M. Swamy-Convener. 
2. Shri H. N. Mukerjee 
3. Shri K. M. Koushik 
4. Shri Tayappa Hari Sonavane Members 
5. Prof. Shanti Kothari 
6. Shrimati Sushila Rohtagi. 

3. The draft Report was considered and adopted by the Sub-corn- 
mittee at  their sitting held on the 26th December, 1969 and finally 
adpoted by the Public Accounts Committee on the 22nd January, 1970. 

4. For facility of reference the main conclusions 1 recommenda- 
tions of the Committee have been printed in thick type in the body 
of the Report. A statement showing the summary of the main re- 
commendations(observations of the Committee is appended to the 
Report (Appendix). 

5. The Committee place on record their appreciation of the assis- 
tance rendered to them in this matter by the Comptroller & Auditor 
General of India. 

ATAL BIHARI VAJPAYEE, 
Chairman, 

Public Accounts Conmittee. 
NEW DEW; 

January 24, l9'lOl Magha 4, 1891 (S). . 



REPORT 

This Report of the Committee deals with action taken by Govern 
ment on the recommendations contained in their Sixty-Ninth Report 
(Fourth Lok Sabha) on the Appropriation Accounts (Defence Sera 
vices), 1966-67 and Audit Report @fence Services), 1968 which 
was presented to the House on the 17th April, 1969. Action taken 
notes have been received on all the 90 remmendatione contained im 
the Report. 

1.1. The action taken notesjstatements on the recornmendationa ef 
the Committee have been categorised under the following heads: 

(i) Recommendationsjobservations that have been accepted 
by Government: 

S. NOS. 1-7, 11-18, 23, 26, 28, 32, 33, 37-39, 42, 47, 50-8, 6 W ,  
79-81, 83-85 and 87-90. 

(ii) Recommendations lobservations which the Committee dr 
not desire to pursue in view of the replies of Govern 
ment: 

S. Nos. 29, 31, 34, 40, 41, 43-46 and 63. 

(iii) Recommendatwns~observations replies to which have 
not been accepted by the Committee and which require 
rezteration: 

S. Nos. 8-10, 22, 24, 25, 27, 48, 49, 67 -69 ,  70-74, 75-78 and 86. 
(iv) Recommendations 1 observations in respect of which Gov- 

ernment have given interim replies: 

S. Nos. 19-21, 30, 35, 36 and 82. 

1.2. The Committee will now deal with actiun taken on some of 
the recommendations. 
Economies in Defence Expenditure-Paragraph 1.12 (S. No. 3). 

1.3. In paragraph 1.12, the Committee made the following obftrva- 
tion regarding the need to effect economies in Defence expenditun: 

"The Committee cannot tuo strongly emphasise the need to edtect 
economies in Defence expenditure consistently with the requirements 



of security. While they are happy to learn that economies of the 
order of Rs. 52 crores were effected last year, they are of the view 
that a systematic exercise will have to be conducted covering distinct 
areas logistics management in a phased manner. The aim should 
be producing in the country what we need, buying what we cannot 
produce, 'buying at the lowest sound price' and 'reducing opera- 
tional costs'. The Committee would like in this connection to com- 
mend the suggestions made in the Report of th* Team of Oflicers 
who visited the United States of America for the introduction of a 
phased programme of cost effectiveness. For this purpose, it is im- 
perative that training facilities in different branches in management 
and cost effectiveness techniques are suitably and speedily aug- 
mented." 

1.4. In their reply dated the 2!kh November, 1969, the Ministry of 
Defence have stated: 

"The need for effecting economies in Defence expenditure has 
been recognised and it has been undertaken by the three Services as 
a continuous exercise. Apart from continuous review of man-power 
requirements, establishments, war wastage reserves, inventory of 
stores and rationalisation of ration scales, and logistic arrange- 
ments, etc. in which sizeable economies have been achieved, the 
wider aspect of economy related to better and more efficient manage- 
ment methods and application of the techniques of cost effectiveness 
is also receiving increasing attention. A Work Study Cell under the 
centralised control of Army Hqrs. is already functioning and a 
similar cell in the Air Hqrs. is being set up. These Cells will under- 
take studies in distinct areas in a phased manner; certain studies by 
the Work Study Cell in Army Hqrs. have already been completed 
which will result in noticeable economies. These cells will be suit- 
ably strengthened to apply the techniques of cost effectiveness to 
Defence spending, after adequately trained personnel is available. 
A beginning for the training of personnel has already been made and 
a batch of about 20 officers, drawn from the three Services, Depart- 
ments of Defence Production and Defence Supplies and the Ministry 
of Finance (Defence) has been imparted preliminary training in cost 
effectiveness and systems management by the Institute for Defence 
Studies and Analyses, New Delhi. Similar courses are proposed to 
be organised to train more officers. After receiving this preliminary 
training, selected officers are proposed'to be deputed to USA for 
advanced training in specific branches of systems management and 
cost effectiveness." 

1.5. In a further note* dated 15.12.1969, the Ministry of Defence 
have stated that the aim of the Works Study Cell i t  Army Hqrs. is -- -- --- - 

*Not printed. 



to review the systems, procedures, organisation and in certain cases 
authorisation of equipment in order to obtain the maximum efficiency 
with more rational allotment of resources. The economies attained 
as a result of these studies are incidental but have nevertheless been 
effected and are fairly substantial. 

16. The Committee trust that the Work Study Cells already set 
up in Army and being set up in Air Headquarters will be suitably 
strengthened with trained personnel so that they could serve as use. 
f d  tools for securing cost reduction consistent with the need to 
maintain effectiveness. The data furnished to the Committee shows 
that the Works Study Cell has so kr by and large been studying 
staffing patterns and structures. While this is no doubt of i m p o ~  
lance, the Committee would like to point out that cost effectiveness 
or Systems Analysis techniques have been used elsewhere in the 
world to solve broad-based policy and programme questions cover- 
ing specific evaluation of particular programme elements and 
weapons system. The Committee would like Government to 
examine how best the scope for application of cost effectiveness 
techniques could be widened to cover bigger areas of management. 

Indigenous production of Defence Stores-Paragraphs 1.19-1.20 and 
1.32-1.34 (S. Nos. 5-6 and &-lo). 

1.7. In paragraphs 1.19-1.20 and 1.32 to 1.34, the Committee had 
stressed the need to achieve self-sufficiency in Defence requirements 
by the development of indigenous production in the country. In this 
connection the Committee had also pointed out. the need for utilising 
capacity in the civil sector. The Committee made the following 
observations: 

"1.19. The Committee are glad to observe that both the Ministry 
of 'Defence and the Department of Defence Production are alive to 
the need to make the country self-reliant in the matter of armaments 
and equipment required by our Armed Forces. However, as stated 
by the Defence Secretary, 'we have yet to go a long way before it 
is possible to attain the comparative self-sufficiency which it is possi- 
ble to attain'." 

"In the Committee's opinion, the development of indigenous 
production of items required by the Armed Forces is a crucial factor 
in Defence preparedness. There is, therefore, need to pool the pro- 
duction resources available both in Governmental as well as the 
private sector and to enlist the assistance of skills and capacities that 



the private sector offers, particularly in the engineering and cherni- 
cal industries." 

"1.20. In the Committee's view, this requires the formulation of 
a carefully prepared industrial mobilisation plan in liaison with the 
trade and with assistance to Industry to enable them to familiarise 
themselves with the techniques of production and quality control 
that would meet Defence requirements.'' 

"1.32.' The Committee feel that appreciable pmgress has not been 
made in off-loading to the trade items available in the market at  a 
cheaper price. If production for Defence requirement is to be 'indi- 
genisedJ speedily, i t  is essential that sustained efforts should be 
made to tap the industrial capacity available in the civil sector, more 
so when that sector has been able to supply successfully critical and 
sophisticated items required by Defence." 

"1.33. In this connection, the Committee would like to recall their 
observations made in their 16th Report (Fourth Lok Sabha) that 
Government may consider seriously whether items which are avail- 
able at  a comparatively cheap price from the trade and where there 
is no risk of the supplies failing at  a crucial time, may not be obtain- 
ed from the civil sector. The Committee had then also pointed out 
that procurement of defence supplies from civil industries in peace 
time had the added advantage of providing a cushion for increasing 
the supplies at short notice during an emergency." 

"1.34. The Committee note that a Department of Defence Supplies 
has been in existence since 1965 and has been charged with the task 
of encouraging indigenous production of Defence items which are 
being imported. That Department should pay sustained attention to 
the question how best the resources available in the civil sector could 
be tapped in an increasing measure." 

1.8. In their reply dated the 5th December, 1969, the Ministry of 
Defence have stated: 

"The above recommendations have been carefully considered by 
the Ministry of Defence. Increasing efforts are being made to achieve 
self-sufficiency in the Defence Sector as detailed below: 

(a) In September, 1965, a detailed study was made by the 
Department of Defence Production of the fields in which 
the National Fourth Five Year Plan could be re-oriented 
to strengthen the Defence Production base. The major 
fields covered by this study related to impart substitu- 
tion with special application to raw materials and semi- 



&xessed items; special steels, ferrous and non-ferrow 
alloys required by Defence industries; exploitation of 
mineral wealth with higher priority to strategic metals; 
special arrangements for making dective use of the 
available capacity in the private firms fur the manu- 
facture of components of arms and ammunition, com- 
ponents of vehicles, tractors and tanks and aircraft gene- 
ral standard parts and spare parts; establishment of a 
vide industrial base for electronic equipment and com- 
ponenta and development of the shipbuilding ancillary 
industries, particularly main and speclal weld pipes to 
meet the requirements of Defence. Following accep- 
tance of this report, 9 Technical Study Groups were set 
up under the Planning Commission to re-orient the 
Fourth Five Year Plan to meet the Defence requirements 
more adequately by indigenous production. Hecorn. 
mendations of these Study Groups are being fallowed up 
by the. administrative Ministries concerned with refer- 
ence to the revised Fourth Plan period. Steps have been 
taken by the Department of Industrial Development and 
the Atomic Energy Commission to develop or augment 
the production of certain strategic raw materials based 
on these studies. Manufacture of some important special 
steels is also being undertaken by the Steel Plants in the 
Civil Sector. These efforts will contribute further in 
mobilising the potential of the civil industry to meet 
Defence requirements. 

(b) Under the Industrial Policy Resolution of the Government, 
production of armaments and defence equipment has 
been entrusted exclusively to the public sector. How- 
ever, within the framework of this policy, continuous 
efforts are being made by the Ordnance Factories and 
particularly by the Department of Defence Supplies ta 
utilise the capacity of the private sector for indigenous 
production of components, spare parts, etc., by enlisting 
in an increasing measure the capacities which the private 
sector can offer in meeting the defence requirements. 
For this purpose, technical guidance and special as&- 
tance in the procurement of scarce raw materials are 
given to the civil industries. Uptu the end of September, 
1969, orders for a total number of 350 items on the pub- 
lic sector and 2,541 items on the private sector valued at  
Rs. 33.37 crores were placed by the Department of D e  
fence Supplies after establishing indigenous sources of 



production. Supplies against these orders materialised 
in full o r  part for 2,959 items valued at Rs. 3.37 crores. 
Some of the sophisticated items of equipment for which 
supplies have started are: Tripod Mountings for 7.62mm 
MMGs; Director No. 7; 20-Ton Trailers; Theodolite 
Baloon; Electric Welding Trailers; Shock Absorbers of 
Centurion Tanks; Gear Boxes for Nissan vehicles; Bomb 
bodies and Tail Units fo'r 81mm Bombs; Servicing Trailers 
and Gas Welding Trailers. Continuous efforts are being 
made to develop other impartant items in the private 
sector. These include components and assemblies of 
Nissan and Shaktiman vehicles, a large nuuaer of items 
of Vijayanta tanks; submarine batteries and medium- 
size crash fire tenders for airfields. For these items, 
there will be long-term demands. The Department of 
Defence Supplies has also been made responsible for 
the development of electronics industry in the country. 

(c) It has been decided that after an itein has been success- 
fully established in the trade and deliveries completed, 
a full account of the drawings, documents, dyes and 
machines pertaining to these items would be maintained 
and the skills of production will be kept alive by main- 
taining trickle production where considered necessary. 

It will be seen that within the scope of the present industrial 
policy the capacity of the private sector is proposed to be utilised 
extensively in the matter of production and import substitution of 
components, spare parts, etc. Substantial contribution to the defence 
production efforts in the immediate future is expected to be made 
by the Civil Public Sector Undertakings, which have set up consi- 
derable engineering capacity in many fields, e q . ,  H. E. C., Ranchi, 
M. A. M. C., Durgapur, B. H. E. L.. Hardwar and Tiruchirapalli, etc. 
when a wide industrial base is established for the manufacture of 
defence equipment, mobilisation in an emergency will be preatly 
facilitated." 

"For examining in detail the further areas in which industrial 
mobilisation can be effected in pursuance of the recommendation of 
the Committee and within the scope of the present industrial policy, 
a Committee has been constituted by the Defence Ministry tu make a 
detailed technical assessment of the extent and manner in which the 
civil capacity both in the public and private sectors can be further 
mobilised. This Committee will also review the quantum of reserves 
held with the Services in preparation for the War, which would take 



into account the lead time for effective supplies to be made from 
new production after the commencement of oferations. This Com- 
mittee will consist of a Joint Secretary each from the Departments 
of Defence, Defence Production and Defence Supplies, the Director 
General of Ordnance Factories (or his representative) and the 
Director General of Inspection." 

1.9. In regard to utilisation of capacity in Civil Seth and off- 
loading of orders to Trade, the Ministry of Defence have stated in 
their note: 

"The policy governing the projection of items to tljeaCivil Sector 
is broadly as follows: 

Where capacity exists in the Defence Sector, orders are not to 
be diverted to the Civil Sector without first fully utilis- 
ing the capacity in Defence Sector or at  the cost of 
rendering Defence Sector capacity idle; nor is it the 
policy not to undertake production of items in the 
Defence Sector which can be produced in the private 
sector. However, the capacity in the Civil Sector would 
be utilised to the maximum extent possible by encourag- 
ing the civil industries by giving them technical guid- 
ance and special assistance. In respect of more difficult 
items, capacity has necessarily to be set up in the 
Defence Sector itself. Where items are comparatively 
easier and available at  cheaper prices in the market 
without risk of failure of supplies at crucial times, re- 
liance is increasingly being placed on the civil sector. 
In respect of certain new projects under consideration 
the project reports are based on availabilitv of suitable 
and reliable capacity in civil sector and its utilisation 
for the production of maximum possible number of com- 
ponents, the Defence Sector confining its role to the 
manufacture of sophisticatcd and more complicated items 
and the final assembly. 

The success of the policy enunciated above, would depend on the 
ability of the civil sector to come up to the required standards of 
Defence specificatiom 

Within the framework of above guide-lines, the Department of 
%fence Supplies is paying sustained attention to the question as to 
how best the resources available in the Civil Sector could be tapped 
in an increasing measure so as to avoid imports, as far as possible. In 



this connection, the following steps have been taken by the Depart- 
ment: 

) Sample Rooms have been opened in the important cities 
of India, viz., Bombay, Calcutta, New Delhi and Madras, 
where samples of all items required by Defence Semices, 
which are hitherto imported or which the DGOF is not 
producing are displayed. The Trade Associations and the 
Chambers of Commerce have been requested to advise 
their manufacturers to visit these Sample Rooms with a 
view to examining as to which of the items they could 
take up for indigenous production. 

(ii) To maintain a direct liaison with Industries, periodicals 
meetings are held with the representatives of industry. 

(iii) The Department of Defence Supplies has set up seven 
Technical Committees to handle the work relating to in- 
digenous production of different types of Defence stores 
in civil sector (i) Armaments (ii) Vehicles (iii) Engineer- 
ing (iv) Electrical and Electronics (v) Marine (vi) Me- 
dical and (vii) General Stores. The Director General of 
Technical Development, Ministry of Sndustial Develop- 
ment and Company Affairs, Development Cornmisdoncr, 
Small Scale Industries, Ministry of Finance, mectrical 
and Mechanical Engineering and users are also represent- 
ed on all these Technical Committees. 

(iv) The Director General Technical Development and other 
members of the Committee keep the Committees inform- 
ed about the production resources in the private sector w 
well as in the public sector. Assistance in this regard is 
also sought from the Development Commissioner, Small 
Scale Industries. 

(v) Technical Officers visit the likely manufacturers with a 
view not only to inspecting their capacity and capability 
but also to give them useful suggestions to take up manu- 
facture of Defence items. 

(vi) Necessary guidance is provided to the manullacturera by 
the Defence Inspectorate. 

(vii) Special assistance is rendered in procurement of m a w  
raw materials. 



(viii) Special assistance is also rendered for importing balanc- 
ing plant and equipment required for production of De- 
fence items. 

(ix) Financial assistance is given to the fums on the merits 
of each case by grant of 'on account' payment against the 
purchase of raw materials for items ordered on them. 

..-.,*. * -YUY &-"I 

(x) Directors of Inspection, Ministry of Defence, are aIready 
compiling lists of reliable and capable firms for the ma- 
nufacture of Defence stores. 

(xi) Industries entrusted with some of the dificult and sophis- 
ticated defence items are, where considered necessary 
and consistent with security consideration, provided with 
opportunity to visit the Ordnance Factories so as to make 
themselves familiar with the latest production tech- 
niques. This has helped to overcome the problems of in- 
dustry of high rejection of Defence stores and has result- 
ed in improvement in quality. 

It may be mentioned that drders worth Rs. 35 crores have 
been placed by the Department of Defence Supplies on 
civil firms during the period 1966-49. The target in the 
fourth plan is to place orders worth Rs. 200 crorcs." 

1.10. The Committee note that the procurement and provision- 
ing procedures in respect of Defence stores has evolved on the fol- 
lowing lines: 

*"Tl~e need for proper screening of demands for stores which 
had to be obtained from abroad was felt soon after in- 
dependence. For this purpose the Imported Stores 
Screening Committee was set up in January, 1949 (a) to 
provide a machinery for continuous examination of the 
items of defence stores so that Government could be ad- 
vised from time to time as to the stores which could be 
obtained from indigenous production and those which 
had perforce to be imported, and (b) to take steps for 
the immediate production, if possible, of stores which 
were for the time being obtained from abroad The Corn- 
mittee consisted of representatives of the Ministry of De- 
fence, the three Services Headquarters, the Director Ge- 
neral, Ordnance Factories, the Ministry of Finance (De- 
fence), the Ministry of Works, Housing and Supply, the 
D.G.S. & D. and the Ministry of Commerce and Industry 
(Development Wing). This Committee was assisted by - -- - -a- 

b e e & f e ~  Ogmimtion in Indiaw-A.L. Vcnhtesmnm. 
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various Sub-Committees for a detailed examination of 
the lists of various kinds of defence stores and for catc- 
gorising them into stores to be obtained by import and 
those to be obtained from indigenous production. The 
Sub-committees compiled lists of the imported and indi- 
genous stores separately and categorised the former into 
three types, viz., those which were capable of being ma- 
nufactured from existing indigenous potential; thos? 
which could be manufactured in the nealr future; and 
those which had no prospect of being manufactured for 
some years. 

The main Committee as originally composed was found to be 
too unwieldy, and was, therefore, reconstituted in April, 
1954, to consist of only senior officers of the rank of Direc- 
tor in the Services Headquarters, the Industrial Advisers 
of the Commerce and Industry Ministry and the Deputy 
Director General, Supply, apart from the represen- 
tatives of the Ministry of Defence and the Ministry of 
Finance (Defence). It was re-designated as Imported 
Stores and Raw Materials Screening Committee in 
January, 1956. It considered matters of general policy 
only; the routine and detailed work connected with the 
actual Iwation of indigenous capacity for the imported 
stores being tackled by the Sub-Committees. As the new 
name indicates, the Committee also examined the need 
for importing such raw materials as could not be procur- 
ed indigenously. The Committee compiled a Master List 
of Imported Stores which included stores which were not 
procurable in the country and which had necessarily to 
be imported from abroad. The same was circuhted to  all 
concerned for information and guidance. The list of im- 
ported stores was kept under constant review by the Im- 
ported Stores and Raw Materials Screening Committee 
and its various Sub-Committees with a view to exploring 
the possibilities of indigenous production of the items in- 
cluded therein. As soon as the indigenous production of 
any item was satisfactorily established, it was excluded 
from the list and further procurement of the item was 
done indigenously. Since the inception of the Committee, 
indigenous production was estabished a t  a number of items 
which were formerlv being imported. Conseauent on the 
constitution of the Defence Produytion and Supply Com- 
mittee and the Defence Research and Development Com- 
mittee in 1957, the Imported Stores and Raw Materia1.r 
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Screening Committee and associated sulrCommittees 
were diwIved" 

1.11. The Annual Report of Ministry of Defence (1968-69) lists 
the following steps taken fcr import substitution: 

"To acquaint Indian industry with the range and variety of 
Service requirements, sample rooms have been establish- 
ed at Bombay, Calcutta, Delhi and Madras. The sample 
room at  Delhi alone exhibits more than 10,000 items. 
Manufacturers interested in production cf defence re- 
quirements are assisted in every way by technical c~ffi- 
rn and assistance is also provided in the matter of pro- 
curement of scarce raw materials, etc." 

"To achieve the above object in view, the Department is 
assi- ted by seven technical committees consisting of tech- 
nical, financial and administrative experts. Each com- 
mittee deah with a particular sphere cf Defence require- 
ment. The seven technical committees deal with the im- 
port substitution in the following areas: 

(i) Armament stores. 
( i i )  Electrnnic'electrical stores. 

( i i i )  Engineer stores. 
(iv) General stores. 
(v) Marine stores. 
(vi) Medical stores. 

(vii) Vehicle stores. 

So far about 9,000 items of the value of Rs. 30 crores have been 
cleared for placement of orders. Supplies have started materialis- 
ing and upto December, 1968, supplies of over 2,000 items of the 
value of about Rs. 2.5 crores have been completed. Production of 
more than 5,500 items has been assigned to EME Workshops and 
certain Technical Training Centres." 

1.12. The experience nf the country in 1965. when there was 8 
stoppage of military su~plicr from some countries, underscoras the 
need for greater self-reli~ncr in respect of materials and hardware 
required by the Defenw Services. This calls for a mobilisation 
plan covering not only the public but also priv~to sector units: only 
srwh a plan would help to establish a broad production base in the 
3104 (Aii) LS-2. 



country, which can successfully meet any requirements d w  
emergency. The Committee note that the Department of Defence 
Production and Defence Supplies are making a continuous 885888- 
ment of the extent and n la l~ i~cr  in which the civil capacity in the 
public and private sectors can be mobilised. The efforts in this 
direction have so far established sources of indigenous supply for 
items valued at Rs. 33.37 crores. However, the efforts will need 
further intensification, i f  import substitution is to be achieved to 
the extent of Rs. 290 crores over the next five years, as Government 
are reported to be planning.* 

1.13. The Committee note that the hnportcd Stores and Raw 
Materials Screenin.g Committee which used to function in the Minis- 
try of Defence had compiled a Master List of Imported Stores to 
help Government to locate indigenom sources of supply for import- 
ed items. It would be of di~t inct  advantage in fixing an appropriate 
scheme of priorities for indigenous production if the Technical 
Committees constituted in the Department of Defence Supplies 
could draw up similar Master Lkts in their respective fields of work. 

1.14. Any programme for establishing iudigenous production 
would in the Committee's opinion also have to take note of the need 
to provide adequate incentives to indigenous producers, by way of 
assistance in proorrement of critical raw materials needed for pro- 
duction and design and engineering expertise that might be needed 
for production of acceptable indigenous substitutes. The Committee 
have already drawn attention to this matter in para 1.20 of the 
Sixty-Ninth Report (Fourth Lok Sabha). 

1.15. The Committee would also like to stress that ordnance 
factories should, consistent with the need to secure economic utili- 
sation of capacity, roncentr~te on production of vital and critical 
items. Common user i t en i~  should as far as possible be procured 
from Trade, if reliable and economic sollrces of supply are estab- 
lished. This arrangement would be in the intsrests of Government, 
as such items are likely to be produced cheaply and efficiently in 
the civil sector where competition is likely to prevail and large- 
scale output would help to bring d'own prices. 

Research for achieving in.digenous production-Paragraph 1.21 (6. 
No. 7). 

1.16. In paragraph 1.21, the Ccmmittee made the following ob- 
~ervation regarding the need to encourage research in indigenous 

. - .-- - - 
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design and production of defence equipment: 

"No less important is the need to encourage research in in&- 
genous design and indigenous manufacture so that wea- 
pons and systems which are suited to Indian conditions 
are developed in the national interest." 

1.17. In their reply dated the 18th October, 1969, the Ministry of 
Defence have stated: 

"The need for making the country self-reliant in Defence 
equipment and of providing scientific support to the 
Armed Forces has been recognised ever since indepen- 
dence. With this in view, the Defence Science Organi- 
sation was set up in a nucleus form in 1948 and a further 
major reorganisation was effected in 1958 when the Re- 
search and Development Organisation came intc being in 
its present form, by amalgamating the Defence Science 
Organisation with the erstwhile Technical L)eveiopment 
Establishments. From a handful of laboratories in 1550 
with very meagre facilities for Research and Develop- 
ment work, the organisation has grown into 30 establish- 
ments/labcratories embracing practically all ine scientific 
and technological disciplines of Defence interest. Con- 
siderable competence and facilities have been established 
at these establishments, towards design and development 
of jndigenous weapons and equipment for the Armed For- 
ces. However, in some of the more scphisticated fields 
like missiles, aeronautics and naval research, irl view of 
the complexity and large outlays involved, some leewav 
has still to be made good to attain the necessary take-off 
level. The implementation cf the recommendations of the 
Aeronautics Committee set up by the Gwernment in 
November. 1967 is expected to go a long wav In establish- 
ing the desired facilities in the fields of aeronautics and 
missiles. Build up of competence in the field of naval re- 
search is also being progressed with all speed and Gov- 
ernment has recently sancticned in February, 1969 the 
setting up of a Naval Science and Technolodcal Labora- 
t ow for sophisticated naval Research and Development 
work. 

During the short span of existence Research and Develop- 
ment Organisation has made significant contribution to- 
wards the design and development of equipment some 
of which has even gone into bulk production. The or@- 



nisation has also developed indigenous s ~ b a t i - ~  for 
imported materials components and has provided valu. 
able ass~stance to thc I),  riuctron agcllcies in evolving il.- 
digcnous substitutes in cases W ~ C W  production is under. 
taken with imported know-how. Production de\relopment 
of a number of defence ~ t r m s  has. where possible, also 
beell entru~tct l  to the Prlvate Sector industry with a view 
to diversify the defence p~'oducti0n base." 

1.18. The Committee obscrve that  in its annual review for 1968- 
69 entitled "Indla i n  World Strategic Environment" brought out 
by the Institute for Defence Studies and Aaalyses, the following ob- 
servations have been made about the Defence Plan framework: 

"Anti-tank missiles are becoming standard equipmen1 of the 
Army all over the world. It will be difficult 1 1 1  postpone 
the manufacture of this weaponry much longer especially 
when Pakistani forces are equipecl with Bolknw Cobra 
anti-tank missiles. 

I? view of Pakistan's acquisition of sub-marines, it is reason- 
able to expect bulid up of fast patrol vessels i n  India. 

Since the surface-to-air missiles (Seacat) and homing torpe 
does have been introduced. manufacturing effort in these 
directions are also to be expected. 

Suhramaniam Committee's report is expected to bc finalised 
shortls. HAL has alreadv announced its plans to manu- 
facture a ccmbat aircraft for the seventiw Various 
teams from foreign manufacturing firms havc visited 
India an4 held discussions with a view to develop colla- 
boration arrangements. Thwefore a major. aircraft dew 
lopment project might havc found its place in the plan 

Having adopted the surface-to-air missiles and t h ~  air-to-air 
missiles, i t  will be difficult t p  avoid inveal i~q in these 
technologies. 

The above programme will need suhstantiol step up in our 
R&D effort and a steady expansion in RRrD effort may be 
expected." 

1.19. The Aeronautics Committee set u p  by Government had un- 
dertaken a study of production and development tasks in the field 
of aeronautics. Statement showing the recornmendationr 
made hy this Committee was placed before Parlaimmt on 15th 



Wsy, 1W, The stetment contains the following observations in 
raeprtl tcr future requir&nents in Wie field of aeronautics: 

"The most inloprtant finding of the ~c&nittee is the n e d  
for long term planning in the defence area. This require- 
ment has application in all the three Servicer~ but is of 
the largest significance to the Air Force. The formulation 
of long term requirements should be based on a long term 
assessment of threats. The present arrangements for the 
long t e r n  assessment of threats and formulation of long 
term requirement need strengthening. The Committee 
have suggested that these arrangements need to bc re- 
viewed. 

Based on a 10-year forecast, a Arm plan of requirement should 
be drawn up each year for 5 years adopting the concept 
of a rolling plan. This concept has in fact recently been 
adopted by the Ministry of Defence. The Committee has 
recommended the establishment of an Aeronautics Re- 
quirements Committee at a high level to determine the 
long term requirements in the field of Aeronautics." 

"HF-24 Mark I designed and manufactured by HAL (Banga- 
lore Division) is already in squadron ure. An improved 
version of the HF-24 aircraft now under development is 
likely to be available to the Air Force in 3-5 years and 
should meet their requirements for some years. HF-24 
aircraft is basically a good design. Further development 
of HF-24 aircraft should be undertaken by HAL if neces- 
s:try with a new engine, to meet the requirements of the 
Air Force in the late 70's and until a new aircraft incor- 
porating a more advanced technology is designed and 
produced in the country. The assessment of the Com- 
mittee is that such further development of the HF-24 air- 
craft is feasible. 

Similarly, the manufacture of improved versions of the MIG 
21 aircraft should be undertaken, so that the requirements 
of the 70's for this type of aircraft are met, without intro- 
ducing an entirely new type of aircraft, with the attendant 
disadvantage of multiplicity of types. 

An analysis of the aircraft requirements of the. Navy indica- 
ted the need for a number of studies in depth. These 
would have involved a study of the total operations of 
the Navy and not only its aircraft requirements and were 
beyond the terms of reference of the Committee. The 



Committee have, therefore, advised that the Ministry of 
Defence should undertake the necessary studies, before 
making any major commitments on purchases of aircraft 
for the Navy. 

The studies which the Committee have suggested in the case 
of the Air Force and the Navy would be facilitated by the 
involvement of research institutions outside the Defence 
field. The National Aeronautical Laboratory, the Indian 
Institute of Science, Bangalore and the I.I.T., Kanpur are 
institutions in which expertise could be built up, after 
devising suitable procedures for security clearance." 

"There has been little reliance on research outside the Defence 
Establishments. The present separation between civil and 
defence aviation research should be ended. The involve- 
ment of the Scientists outside the Defence-fold which 
with the composition of the Committee and through dis- 
cussions with various authorities by the Committee has 
been initiated, should be continued. For instance, the 
National Aeronautical Laboratory, Bangalore and the 
Institute of Mathematical Sciences, Madras, could m a k  
a substantial contribution." 

"One of the important reasons for the set back in the HF-24 
project was the difficulty in locating a suitable engine. 
The Committee have, therefore, made two recommen- 
dations: 

(i) The new advanced technology aircraft should in the first 
instance be built around a proven engine. 

(ii) Indigenous design and development of an advanced 
technology engine should be undertaken simultaneously 
to replace the proven engine initially selected for the 
advanced technology aircraft. Technical assistance as 
necessary, should be procured, ensuring however, that 
the design responsibility rests with Indian technical 
personnel. 

The Helicopter requirements of the Air Force, Navy and the 
Army are many and would further increase in variety in 
the years to come. While in the immediate future there 
is. no alternative to licensed production, early steps must 
be taken to acquire expertise in the design and develop- 
ment of helicopters. The Committee is of the view that 
foreign technical assistance obtained judiciously would 
accelerate this process. 



The development of guided weapons should receive intensive 
attention in the next 5 years. Foreign assistance-obtained 
judiciously should accelerate this process also. 

The design and development of light aircraft and agricultural 
aircraft are well within the capability of HAL." 

"Self-sufficiency in the design and development of the im- 
portant requirements of aircraft, helicopters and missiles 
can and should be achieved in the span of 10 years. But 
complete self-sufficiency in the manufacture of aircraft, 
aero-engines, helicopters and missiles can be achieved 
only over a much longer period. During the next 10 years, 
the aim of HAL should be a rapid reduction of foreign 
exchange for imports, with the long term objective in 
mind. Complete self-sufficiency in the maintenance of 
aircraft, helicopters, etc. produced by HAL and in service 
with the Air Force, should be laid down as a clear objec- 
tive and achieved in the period 1974-.79. In this context, 
self-sufficiency need not exclude for a time stock-piling of 
basic materials, whose manufcture in the country will be 
uneconomic." 

"The Committee have recommended that the investments in 
Research, Design and Development and manufacture 
during 1969-74 should be related to the higher level of 
requirements during 1974-79, as the aim is to make the 
country reasonably self-sufficient within a period of 10 
years. Any large scale import of the Air Force require- 
ments in the period 1974-79 and beyond would otherwise 
be a very heavy burden on the economy of the country." 

1.20. In the Committee's opinion, a substantial step-up of research 
and development effort in the defence field is called for. The assess- 
ment referred to at page 14 of this Report indicates that the country 
will be called upon to undertake a number of schemes for the 
development of missiles. In the field of aeronautics, the country has 
to attain self-sufficiency in the design and development of advanced 
types of aircraft and helicopters. The Aeronautics Committee h a w  
called for the production of a "new aircraft incorporating a more 
advanced technology" and the need for design and development of 
"an advanced technology engine" for this aircraft. All these are 
pointers of the need for intensification of research and development 
ef i r ts  and the Aelde of activity which should receive emphasis. The 



priorities will have to be worked out by Govenuohnt M 
of a "J0ng.term assessment of t h t s " .  

1.21. Another p i n t  arising out of the reconamendations ob the 
Aeroneutics Comanittee which needs to be mentioned is the necesdty 
for involvement of research institutions outside the Defence field 
with studies that are proposed to be conducted in order to avail of 
the services of a larger number of scientists. This will have to be 
done after adequate safeguards from the security angle are provided. 

Provisioning Procedures for the Services-Paragraphs L4B-1.50 and 
3.79 (S. Nos. 14-15 and 47). 

1.22. In paragraphs 1.49, 1.50 and 3.79, the Committee made the. 
following observations regarding the need to have a high level 
review of provisioning procedures for the three, services: 

"1.49. The Committee are not happy that such gross over- 
provisioning should have occurred. As would be evident 
from the findings in the later section of this Report, there 
was on the one hand a tendency to overpitch the require- 
ments and on the other hand an omission to collect certain 
basic data regarding actual consumption] wastagejretri- 
evals as a preliminary to the placing of orders." 

"1.50. While the Committee are fully conscious of the fact that 
these cases occurred at a time when the security of the 
country was at  stake, they feel that the omission to take 
certain elementary measures calls for a high level review 
of the provisioning procedure for the three Services. The 
Committee, therefore, suggest that Government appoint a 
Committee comprising of senior officers drawn from the 
three Services a;l well as from the Ministry of Defence1 
Finance (Defence) with a view to laying down proper 
guidelines for provisioning and for evolving a suitable 
machinery for keeping a continuous watch on the utilisa- 
tion of stores so as to ensure that provisioning is done 
more realistically in future and that wastages are avo!ded." 

"3.79. The Committee have earlier in this Report recommend- 
ed a high level review of provisioning procedures for the 
S e r v i e ~  rro that the system could be effectively stream- 



lined. 'l'he Commitfee would like Ciovwmni to tsikv W 
early actlon on thls recomrnenuation." 

1.23. In their note dated the S t h  November, 1960, the Muustry 
ol Uerence have stated: 

. "l'ne circumstances in wmch the over-prov~sionmg had occur- 
red m tne cases reierred to in paras 7 ro 10 of the Audit 
fteport (Uefenre Services), IW have been already ex- 
plained in detcul to the. Public Accounts Committee. The 
views expressed by the Public Accounts Committee have, 
however, been noted. 

'fie need for a high level review of the provisioning procedure 
in the three Services as suggested by the Public Accounts 
Committee is fully appreciated. The Government has 
already taken action in this direction, 

Based on recommendations of the Ministry of Defence Provi- 
sioning Committee an Inter-Services Provisioning Sub- 
committee was appointed by the Ministry of Defence in 
December, 1964, which included the representatives of the 
three Services, Department of Defence Production, Minis- 
try 01 Finance (Defence) and Ministry of Defence. The 
DGS&D was also associated with this Sub-Committee. The 
report of the Inter-Services Provisioning Sub-committee 
was submitted to the Government in 1968 and is under 
consideration. Meanwhile, a Technical Study Group has 
been appointed under the Chairmanship of Lt. Gen. R. S. 
Paintal (Retd.) which consists of senior and experienced 
members of Army Headquarters. Thls Technical Study 
Group is being assisted by a firm of Industrial and Mate- 
rial Management Consultants (Messrs. . . . . . . . . . . .) ,  who 
are acting as Consultants to this Study Group. The report 
of this Technical Study Group is due by the end of April, 
1970. The recommendations of the Provisioning Sub- 
Committee and that of the above Technical Study Group 
assisted by the Consultants are expected to be considered 
by the Government towards the middle of 1970. 

On the Air Force side, the Administrative Staff College, 
Hyderabad were engaged by IAF for advice in regard to 
the organisation ofh the overhaul effort for certain range 
of items. In the course of this study, they also looked into 
the system of provisioning and positioning of spare8 fn 
IAF. Their Preliminary Report has been received and b 



u.nder consideration in Air Headquarters. The responsi- 
blity for provisioning of maintenance and overhaul spares 
for the Aircraft manufactured as also the Aircraft mainte- 
nancejoverhauled by HAL is in the process of being trans- 
ferred from Air Headquarters to the Hindustan Aero- 
nautics Ltd. In this connection, Hindustan Aeronautics 
Ltd. have. engaged the Institute of Management, Ahmeda- 
bad, to advise them on the rnanne.r in which these 
responsibilities can be carried out in the best possible 
manner after taking into account the modern management 
methods for inventory control and provisioning of spares. 
A Team of the Institute of Management, Ahmedabad has 
visited a number of Air Force Establishments to assess 
the present procedures for provisioning, stocking and issue 
of spares for maintenance/overhaul purposes. !I.'heir 
report is yet to be considered. 

In addition to the above, a High Level Inter-Services Working 
Group was appointed in September, 1968 under the Chair- 
manship of Additional Secretary to go into the question of 
the reduction in the War Wastage Reserves for Category 
'By Stores (General Stores, Clothing, Spares, Ancillary and 
connected Equipments). The report of the Working 
Group is still awaited. 

It will thus be seen from the above that the question of review 
of the existing provisioning procedures and the level of 
Reserves has been engaging the attention of the Defence 
Ministry and a number of studies are in progress at 
present, which are expected to streamline the existing 
provisioning procedures." 

1.24. The modus operandi in provisioning of stores required by 
Defence Services has been described in a recent publication* brought 
out by the Publications Division as follows: 

"The requirements of weapons, ammunition and other stores 
required by the Armed Forces have to be assessed on the 
basis of the quantum required for initial equipment (for 
an item newly introduced or for new raisings of troops); 
for normal training and the estimated consumption during 
the initial period of combat. The rate of consumption in 
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war would vary from item to item. The amount of 
reserve to be built up in the case of an item of store, 
known as war-wastage reserve, is the consumption during 
a period (ranging from months to years) which is fixed 
taking into account various factors, namely, the existence 
and the rate of indigenous production, or the possibility 
of setting up such production by diverting manufacturing 
resources and the time needed for such switch-over; the 
time taken for the stores and equipment to reach the 
forward posts from centres of production or storage, etc. 
For stores which are normally imported, the war-wastage 
reserves would have to be built up for longer periods, 
since such supplies are liable to dry up during war. Hav- 
ing regard to all these factors, the level of reserve stocks 
to be built up and maintained by the Army for the various 
categories of equipment were reviewed and fixed towards 
the end of 1963. The prescribed levels of provisioning 
require review from time to time. The problem of strik- 
ing a balance between reserve stores to be held and the 
reliance to be placed on Industry obtains in every country. 

Further with the rapid advance in science and technology, 
weapons and equipment become obsolete within a few 
years. The designing, development and manufacture of 
a new weapon may take anything from five to ten years. 
A new weapon is designed on the basis of operational 
requirements postulated by the users (i.e., the Armed 
Forces) compatible with scientific and technological feasi- 
bility. By the time the weapon is produced it may well 
be obsolete (or nat meeting the current operational 
requirements) of the users. If requirements are con- 
stantly changed, no project will ever materialise. A 
compromise has therefore to be struck in this respect and 
this is achieved by what is termed as Standardisation. A 
Standardisation Committee with the Scientific Adviser as 
Chairman and consisting of representatives of the three 
Services and others started work in 1963 and on the basis 
of the Committee's recommendations, decisions have been 
taken on the standard weapons with which the Army 
would be equipped for the next 7 to 10 years. All pmg- 
rammes for production and provisioning will be based on 
these standardised weapons and equipment. Reviews 



continue in respect of other groups of equipment and 
stores." 

1.25. According to the Annual Report of Ministry of Defence 
(196&69), the stores and equipment for the three Srvices  excluding 
the stores produced and supplied from ordnance factories in 1969-70 
are estimated to account for Rs. 292.62 crores. The issues from 
ordnance factories have been as under: 

(In crores of Rupas). - - -- - - -  --------.- -. --- - - -  

1964-65 1965-66 1966-67 1967-68 1968-69 

(Estimated) 
(i) Arms, armnuni- 

tion and vehicles 
(including heavy 
vehicles) . 6 3 7 5  78.06 83.73 79.31 85.M 

(ii) Clothing and 
GeneralStores. . .  37.74 29.96 20.14 17.86 23.00 

1.26. The Defence expenditure under Revenue and Capital for 
the last 5 years has been as under: 

Year 
Defence Gross " , Defence 
Expendi- National expendi- 

ture Product ture 
at bears to 

Current 
Prices GNP 

1964-65 . 805.80 21,196 3.80 
1965-66 . 884.76 21,771 4.06 
1966-67 908.59 24,999 3.63 
1967-68 . 968.43 29,342 3.30 
1968-69 R.E. . 1,051.38 30,222' 3.44 
1969-70 B.E. . . . 1,110~0C 32,035'" 3.46 
- - - - -- -- - - - - -- ----- - - ---- *- - - - ---- 

'Assum~ng 3% growth of GNP during 1968-89 as indicated in Economic 
Survey. 

**Assumirrg 6 %  g~owth of GNP during 1969-70 as antic~pated 111 the 
Fourth Five Yeur Plan period. 



1-27,. Tbe b6ues of a t o m  and equipmeat to the Defence Services 
me now of the order of about R.. W crores nnd constitute about a 
third of the Defence expenditure. It  is therefore imperative that 
provisioning precedures are streambind, to ovaid recurntoce of 
instances of over provisioning of the type polnted out by the Com- 
d t t w  in their Sixty-Ninth Report (Fourth Lok Babho). The Com- 
mittee observe that a number of committees or other agencies have 
been asked to undertake reviews of the existing provisioning 
procedures in the different services. The Committee hope that these 
studies will be expeditiously completed and would help Govern- 
ment to lay down sound guidelines which would secure economical 
provisioning consistent with the need to keep the Services efficiently 
equipped. 

1.28. A crucial factor in provisioning b the determination of 
reserve stocks to be built up. It is obvious that reliance on overseas 
sources of supply will necessitate larger reserves. It would, there- 
fore, be necessary to build up indigenous production, if repervm are 
to be ecoi~omically regulated. 

1.29. Another factor to be reckoned in provisioning is the possi- 
bility of equipment becoming obsolete with advances in technology. 
The Committee note that thcre is a standing machinery in Govern- 
ment entrusted with the work of standardking equipment to be 
provided to the Service4 The Committee hope that as recommend- 
ed by the Aeronautics Committee, "a rolling plan" for equipping the 
services, based on a long-tenn assessment of threats would be drawn 
up periodically. 
Economies reductton staf f  zn t h e  OrJ~ce of D~rector G P ~ ~ , ~ T C I ; .  
Ordnance Factori~s-Paragraphs 166, 1.67 and 1.68 (S. Nos. 19-21). 

1.30. In paragraphs 1.66, 1.67 and 1.68. the Committee made the 
following observations on the need t7 effect economy bv reduction 
of staff in the OWce of the Director General. Ordnance Factories as 
recommended by the Staff Inspection Unit of the Ministrv of 
Finance: 

"The Committee note that substantial economies by way of 
curtailment in the strength of the gazetted and non- 
gazetted staff in the Office of the Director Cfineral, 
Ordnance Factories, have been suggested by the Staff 
Inspection Unit of the Ministry of Finance, but their 
recommendations have not been found to be workable by 
the Director General. Ordnance Factories. The queqtion 
of jmplementation of the suggestions is, however, stated 



to be under active consideration in consultation with the 
Director General, Ordnance Factories, and the Stail 
Inspection Unit." 

"The Committee would like Government to finalise the matter 
at an early date and effect maximum economy consis- 
tently with requirements." 

"The Committee further suggest that there should be a stand- ' 

ing arrangement whereby the requirements of staff a t  the 
Headquarters of the Director General, Ordnance Factories 
as well as the production units (mainly Ordnance Fac- 
tories) which have not been examined by the Staff Inspec- 
tion Unit, are periodically examined at a high level to 
effect all possible economies consistently with the need for 
maintaining efficient preduction." 

1.31. In their reply dated the 3rd December, 1969, the Ministry 
of Defence have stated: 

"Following are the exmomies suggested by the Staff Inspec- 
tion Unit in the various cadres of the Headquarters office 
of the Director General, Ordnance Factories: 

Posts Sanctioned Strength Economv 
strength assesscd suggested 

by SIU 

on-gazetted technical st:~B (Superinten- 
dents ctc). , 191 162 39 

Non-gazetted clerical posts (LDCs etc). . 628 517 1 1 1  

The Director General, Ordnance Factories did not find the 
recommendations of the Staff Inspection Unit workable. 
He had pointed out that the. study made by the Unit 
related to the period from June, 1966 to May, 1967 and 
had not taken into account the increase in the work-load, 
both qualitative and quantitative, which was anticipated 
even at the tim.e of the study. He was also of the opinion 
that the norms adopted by the Unit to determine the 
strength of the technical staff had not taken into account 
the complexity of work. The Director General, Ordnance 
Factories also got work-study carried out by his staff in 
respect of two Sections, one dealing with administrative 
work and the other with technical work and had come to 



the conclusion that the actual staff required was far in 
excess of that recommended by the Unit. 

[n order to Bnalise the case early, the matter wars discussed 
by ~ e ' c r e t a r ~  (DP) with Finance Secretary on the 1st 
July, 1969. It was agreed that so far as the clerical staff 
was concerned, a de novo study of a few Sections and 
review of non-standard work which was not directly 

'relatable to the number of receipts would be carried out 
by the Staff Inspection Unit. As regards the technical 
staff, it was decided that the matter would be examined 
further by the Staff Inspection Unit in consultation with 
the Directorate General, Ordnance Factories. A further 
report from the Unit is awaited in the light of their further 
examination. 

The Staff Inspection Unit did not submit a final report on the 
strength of Gazetted Officers in the D.G.O.F. Head- 
quarters. A note containing the'r suggestions was receiv- 
ed for consideration of the Ministry. The recommenda- 
tions contained in that note were not found t2 be accept- 
able. The matter is under consideration in consultation 
with the Unit. 

The suggestion of the Public Accounts Committee that there 
should be a standing arrangement whereby the require- 
ments of staff are periodically examined, is under exami- 
nation. A further note will be submitted as soon as the 
examinat;on is complete.'' 

1.32. The Committee note that the recommendations made by the 
Staff Inspection Unit regarding reduction in staff in the Office of the 
Director General, Ordnance Factories were not considered "work- 
able" by the Director General, Ordnance Factorie; and that the 
matter is under discussion between the Ministries of Defence and 
Finance. The Committee hope that with reference to further stu- 
dies on a mutually acceptable basis, the matter would be expedi- 
tiously finalised and m a x i m m  possible economies effected. 

1.33. The Committee would like action .to be taken on their eug- 
gestion that there should be a standing arrangement whereby the 
requirements of staff at the Headquarters of the Director General, 
Ordnance Factories a g  well as the production units (mainly 
Ordnance Factories) which have not been examined by the Staff 
Inspection Unit are periodically examined a t  a high level to effect 



all possible economies consistently with the need Por maiat.ining 
of5cient production. 
Production of Shnktmnn, Nissan trucks-Paragraph 2.38 (S. No. 22). 

1.34. In paragraph 2.38, the Committee made the following 
observation regarding sh,ortfall in the production of Shaktiman 
trucks: 

"The Committee are nst  at  all happy about the situation that has 
developed concerning Shaktiman Trucks. They note that there has 
heen a consistent shortfall in the production of Shaktiman trucks in 
rnlation to targets fixed. I<t was stated by the Secretary, Department 
of 'Defence P~oduction, that the 'practice' has been to fix the targets 
on the high side, but the Committee observe that, even after the 
annual target of production was scaled down in 1967-68 from 1,500 to 
1,200 trucks, production has continued to lag behind the target." 

1.35. In their reply dated the 5th December, 1969, the Ministry 
of Defence have stated: 

"The scaling down nf the p ~ d u c t i o n  target. which originally was 
fixed at  an optimum figure. was due to the following reasons which 
may not get eliminated altogether until such time as the New Vehi- 
cles Factory which 1s an independent and integrated factory starts 
production at Jabalpur: 

(a) The manufacture of vehicles was undertaken on the basis 
of available spare capacity existing in various ordnance 
factories. To an  extent, this capacity dwindled or be- 
came fluctuating consequent on Chinese Aggression in 
1962 and thereafter again after the Indo-Pak Conflict in 
1965 when more stress was laid on the manufacture of 
armament items. 

(b) The capacity sanctioned for the manufacture of Nissan 
I-Ton vehicles was for 100 vehicles per month on 2x10 
hour shifts hut the DGOF has been producing much 

more vehicles. (19.927 vehicle were produced from 
1960-61 to 1968-69) thereby to some extent affecting uti- 
lisation of spare capacity for the manufacture of Shakti- 
man vehicles. 

(c) No plant and machinery werr sanctioned ~ O T  production of 
Nissan Patrol but the DGOF has been producing these 
vehicles (production for 1962-63 to 1968-69 being 6,546 
vehicles) which in turn reduced further thc! available 
capacity for the manufacture of Shaktiman vehicles. 



Id) N k f e  considering the output of ' ~hak t iman  vehic l r  
against various targets Axed, the combined production af 
all the three types of vehicles referred to above, *ill 
have'to be taken into account with reference to the 
sanctioned capacity. 

Another major reason for production targets being upset has 
been the frequent failure on the part of trade firms to come up as 
~xpected.  

Simultaneously with the establishment of an integrated vehicle 
factory, and the progressiv. shift of production lines to this factory, 
the existing provisiohing and procurement procedures ars being re- 
vised with a view to leave sufficient discretion and latitud? wyth the 
General Manager to h k e  decisions on the spot to overcome produc- 
tion bottlenecks." 

1.36. In regard to the pace of indigenisation of production of Nissan 
vehicles, the Ministry of Defence have in a further note dated 
16.12.1969, furnished at the instance of the Committee, stated as 
follows: 

. "The planned achievement of indigenous content for Nissan Truck 
Is as follows: 

1969-70 . 47.46O{, 
1970-7 1 54.96 " A  
1971-72 a 70.96O{, 
1972-73 . !30.00?(, 
1973-74 , 90.00°(, 

The above targets are intended to be the optimum to be achieved 
during each year but are conditional on the orders m indigenous 
trade sources, materialising as expected." 

"The indigenous content at the end of October, 1969 is 45.46 per 
cent for Nissan Trucks. It  was expected earlier that the indigenous 
content would be 50 per cent for 1969-70, 65 per cent for 1970-71 
and 70 per cent for 1971-72. There has been a slight set-back on 
a c m n t  of indigenous sources not coming up as expected. However, 
as the New Vehicle Factory goes into progressive production, the 
process of indigen.hation would be speeded up." 

. 

"The folbwing ark the two major steps taken for stepping up in- 
digenous preduction of components: 

(a) With the commissioning of the integrated Vehicle Factorg, 
which is in an advanced stage of establishment, more 
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components and assemblies than at  present will progres- 
sively be produced in the factory. 

(b) A concerted and systematic effort is being made by the 
Department of Defence Supplies to h a t e  or establish 
indigenous sources for the components which are being 
imported and for which no provision is made in the New 
Vehicle Factory." 

1.37. The Committee are not able to subscribe to the view that 
the shortfall in production of Shaktinlan T m k s  wss made up 
&rough increased production of Nissan Vehicles. The data fnr- 
nished by Government shows that in respect of Nissan Vehicles, 
the planned programme for import substitution has not beea achiev- 
ed. The production of these vehicles was, therefore, comparatively 
an easier matter than the production of Shaktiman Trucks 

1.38. Now that a full-fledged unit for production of vehicles is 
being set up in the public sector and Government will no longer 
be dependent for production of vehicles on availability of spare 
capacity in ordnance factories, the Committee hope that targets for 
production would be attained. The Committee would like Gov- 
ernment to keep a close watch on the position. 

1.39. The Committee also trust that Government will make sus- 
tained efforts to accelerate the pace of import substitution in res- 
pect of components e t ~ .  required for Nissan Vehicles. 

1.40. The Committee note that in regard to items to be suuplied 
by Trade for the production of these vehicles, there has been a 
"frequent failure". The automobile industry in the country is now 
fairly well-established and it should not be difficult for Government 
to locate reliable sources of supply of components. 

Delay in establishing indigenous production of components-Para- 
graphs 2.40-2.41 (S. Nos. 2425) 

1.41. In paragraphs 2.40 and 2.41, the Committee made the 
following observations regarding delay in the establishment of in- 
digenous production of some major components of €rut%: 

"2.40. The Committee observe that the pace of indigenous produe  
tion of components has been rather slow. The imported camponenap 
used per truck (Rs. 13,466) in 1967-68, about eight years after produc- 
tion was started, accounted for over a fifth of it$ ; e t a 1  cost 
(Rs. 62,642). In fact, due to periodical &-backs in the pmgramme 
for indigenous manufacture of components, Governtnent have been 
obliged to fall back uoon imports which, during seven pears end- 



ing 1@7-68$ amounted to Rs. 131 crosea Ths Commiftce would 
flk4 ft' b be examined how import substitution cad kt Be tqmdkd 
Up, consistently with the maintenme of qua* oi! UIEI trwkr." 

'241. Thore h s  been particular delay in the establishinent of 
indigenous production in the Ordnance Factories of some major com- 
ponents of the trucks like universal joints, crank case and cylinder 
heads. The Committee observe that a cxsllaborabn agreement was 
executed as early as June, 1962, for the production 13 universal 
joints and production was planned from May, 1965 onwards. How- 
ever, due to various reasons, production was not started till 1967-68 
and the components produced are still to be fitted to t h .  trucks. In 
reapect of crank case and cylinder heads, for which collaboration 
agreements were executed in September, 1958, production is yet tu 
be established, more than three years after the planned date (i.e., 
May, 1965) ." (I I P Q, bl.. ,, 

1.42. In their reply dated the 5th December, 1969, the Ministry of 
Defence have stated: 

"The present indigenous content of the Shaktiman vehicles is 
about 77 per cent. In order to speed up import substitution, a com- 
prehensive list of imported components has been pmjected to the 
Department of Defence Supplies. The 'Department of Dehnce Sup- 
plies has already initiated action to approach trade firms, in a sys- 
tematic way, with a view to locate or develop indigenous sources. 

It may be mentioned in this connection that it has since been 
possible to overcome the difficulties in the establishment of indi- 
genous manufacture of items like Connecting Rod, Universal Joint, 
Micro Oil Filter and Gear Box (excluding certain Ball and Roller 
Bearing) ." 

"Manufacture of universal joint has been established' at Machine 
Tool Prototype Factory, Ambernath. Production commenced in 
April, 1968 and the target production of 125 per month was achieved 
by March, 1969. I t  is expected that the manufacture of the remain- 
ing items will be established in the coming year." 

1.43. The Committee note that manufacture of universal joint 
has been established at Machine Tool Prototype Factory, Amber- 
nath. The Committee hope that production of the remaining items 
will be establish@ in the coming year accvding to schedule. 

1.44. The Cornnittee are far fnwr Pappy over tbe inordinate delay 
ta prorlactisa of cwnk ease aad cylin&er heads for 
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which colisboration agreements were executed as far back rrr 
September, 1958. They hope that the production will be establish- 
ed in the coming year as expected. 
CTost control in respect of Shaktiman trucks-Pbragraphs 2.43 and 

2.44 (S. Nos. 27 and 28). 
1.45. In paragraphs ,2.43 and 2.44, the Committee drew attention 

to certain factors bearing on the economies of the vehicles project 
and made the following observations regarding the need to enforce 
strict cost control in the manufacture of Shaktiman trucks: 

"2.43. Apart from quality control, there is also' a compelling need 
to enforce strict cost control. The cost of a Shaktiman truck as on 
18th July, 1967 was Rs. 62,642, as against which the cost of a civil 
truck procured by the Army was Rs. 51,000. It  was stated by the 
Department of Defence Production that certain of its features make 
the Shaktiman truclt: "superior". The Committee would like the 
department of Defence Production to examine how best the cost of 
the Shaktiman truck could be brought down through systematic cost 
control at every stage of production." 

"2.44. So far as the project for setting up a full-fledged unit in 
the State Sector for manufacture of Shaktiman trucks as well as 
Nissan trucks and patrols is concerned, the Committee would like 
Government to give careful consideration to the following factors 
which have a bearing on the economics of the venture. 

According to the information given to the Committee, the 
proposed unit would be producing 1,100 trucks per month 
so that it could take advantage of economies of scale. 
The Army's requirement for trucks over the last six 
years has varied from 5,200 to 9,600 trucks per yzar. It is, 
therefore, obvious that production at an economic level 
cannot be sustained on the strength of demand from 
Army alone. 

(ii) If the proposed unit is geared to a level of pmduction 
which demand from Army alone cannot sustain, it will 
inevitably have to look to the internal and export 
markets to keep its production going. The internal 
market is being catered to already by units in the private 
sectar which are at  present producing trucks at cheaper 
cost than tly ordnance factories. The unit cannot, there- 
fore, cofifjete with private sector units &less the exist- 
ing level of cost is proportionately brouglit down. The 
mope for such reduction in m t s  and the competitivenebl 
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of the trucks produced at such reduced costs vis-a-vis 
trucks produced in the private sector will, therefore, re- 
quire very careful examination. 

(iii) So far 'as export markets are concerned, the data furnish- 
ed by the Department about the ex-works prices of bath 
Shaktiman and Nissan trucks show that these prices 
are at present higher than similar prices of trucks pro- 
duced in Germany and Japan. Admittedly, there may 
be a reduction in internal prices if production is estab- 
lished on a larger scale, but i t  will still have to be con- 
sidered whether the prices will even then be competi- 
tive with those at which the collaborators are at present 
producing them. The other point is whether the terms 
of the collaboration agreements leave scope for exports 
on a scale that would be necessary. Another point no 
less important is how potential export markets which 
Government have in view are at present being served 
and whether the proposed unit will be able to compete 
with existing suppliers to those markets on equal 
terms." 

1.46. In their reply dated the 5th December, 1969, the Ministry of 
Defence have stated: 

"Government have sent a batch of technical personnel to the 
Collaborator's works in West Germany for training in 
Cost Control and Quality Control at each stage of pro- 
duction. With the implementation of proper Cast Con- 
trol, the shifting of the present dispersed production 
from various Ordnance Factories to the integrated unit 
under establishment at Jabalpur and largescale produc- 
tion of vehicles, the producth  cost is expected to come 
down from the present level." 

"The limited production established so far by utilising such 
surplus capacities as exist in various Ordnance Factories, 
has not been able to meet fully the de-mand of the Ser 
vices. It has, therefore, not been possible tu cater for 
the demands from civil indentors, save in exceptional 
cases. SO far, supplies to the civil sector (including 
Bprder Roads, Border Security FOG and the Police) 
have been made to the extent of 41 Shdttbai~, 1,361 
Nissan 1-!I'm and 684 Nissan Patrol vehicles. The ques- 
tion of export and induction on a large scale fnto the 
domestic civil market would arise only when the produo, 



tion reaches the maximum capacity and exceeds the re- q 
quirements o'f the Services; this b not likely to happen 
before 1973-74. 

Nevertheless, the need for effecting reduction in the produc- 
b tion cost to makre the vehicles competitive with reference 

to the products of the private sector as well as in the 
international market is receiving attention. Towards 
this end, Government have sent technical personnel 
abroad for training in cost control and quality control 
in vogue in the collaborators' works in West Germany. 

The collaboration Agreement for Shaktiman vehicles which 
expired in September, 1969, has been extended for a 
period of three years. Similarly the Agreement in res- 
pect of Nissan 1-Ton and Patrol vehicles expires on 2nd 
February, 1970 q d  is being extended further for a 
period of three years. These Agreements provide for ex- 
port b a few neighbouring countries; the need to en- 
large the field for export is not likely to arise before the 
extended agreements expire. 

Government will ensure that the maximum number of vehicles 
are produced in the new factory now under establish- 
ment at the minimum possible cost consistent with 
quality in order to make the vehicles competitive for ex- 
port and for induction into the domestic civil market." 

1.47. The Committee nate that steps have been Wren to train 
technical personnel in cost oentrol and quality control at the collabo- 
rator's works in West Germany and they hope that these efforts 
would help in bringing down tbe cost of production of Shaktiman 
trucks. Serious efforts should be made to make the cost of Shakti- 
man truck comparable to the cost of a civil truck produced b r  the 
Army in the private sector. With larg-scale production of vehicles 
being now established and the distinct possibility of Service de- 
mrrads not being able to support production in the unit on an 
economic scale from 1973-74 onwards, the importance of cost and 
quality control needs no emphasis. 

Nan-conmimionhg of a gos hnt-Paragraph 2.59 (S. No. 30). 

1.48. In pate-& 2:59, the Committee made the following 
observation regarding non-commiaclioning of a gas plant in an ord- 
nanoe factory: 



"'The Cammittee note that the gas plant is still to be commis- 
sioned over four years after the scheduled date of its 
commissioning. Preliminary trials with the Plant have 
brought to light defects which the firm has been asked 
toorectify and'Government is, therefore, mt 6 a posi- 
tion to say when the plant is likely to be, put into opera- 
tion. The Committee would like to be apprisea of the 
progress in this regard as also the action taken against 
the finn." 

5.49. In their note dated the 3rd Decembet, 1969, the Ministry of 
Defence have stated: 

"Though the Plant has not offlcially been talien over by the 
Ordnance Factory and certain defects are under recti- 
fication by the firm, trial runs ,have been in progress far 
the past few months. The gas generated during these 
trials has been utilised by the factory and it has been 
possible to reduce, if not altogether eliminate, the pur- 
chase of commercially bottled gas which has almost been 
discontinued." 

'"According to the firm, the measures already taken by them 
regarding the soundness uf foundation structures for the 
gas holders are adequate. But according to the con- 
signee, these foundations are defective and need further 
strengthening. In order to settle the issue, DGS&D have 
centered into an agreement with the firm for the appoint- 
ment of two arbitrators, one from the firm's side and 
the other from the Government's side, in order t a  have 
their independent finding in the matter. In case of any 
difference of opinion, the matter would be referred to 
a n  umpire, whose verdict would be final and binding on 
both the parties. This agreement was signed on 20th 
August, 1969. The Arm appointed their arbitrator an 
.22nd August, 1969 and the Government their arbitrator 
on 1st September, 1969. The outcome of the arbitration 
is awaited." 

1.50. The Committee observe that there is a dispute between 
G o v e r m q t  aad the finn which undertook the sqpp!y and erection 
of the gas plant. The matter has now been referred for arbitration. 
The ComPljftge sugg& W t ,  the arbitration prpceedinp Be m d i t -  
ed so that Ohe gas plant is commissioned ,gt $he earliest possible 
~pprtudity. -. 



Excessive payment of electricity charges on arcoumt of over-estima- 
tion of actual ~equiremnts-Pa~agtaphs 2.68 and 3.187 to 3.189 (S, 

Nos. 32, 64, 85 and 66). 

1.51. In paragraph 2.68, the Committee made 'the following. 
observation regarding over-estimation of electricity requirements in 
a factory resulting in excessive payments towar& electricity 
charges: 

"The Committee observe that the factory contracted originally 
for a demand of 14,000 KVA which was later reduced to 
5,000 KVA. Even the reduced demand has turned out  
to be a gross over-estimation of requirements. Over a 
period of four years ending July, 1968, the payments for 
electricity on the basis of stipulated percentages of con- 
tract demand exceeded by Rs. 8.27 lakhs the charges that 
would have been payable on the basis of actual consump- 
tion. The Committee note that this question of excess 
payment as well as the payment of certain charges de- 
manded by the Electricity Board at the time of reduc- 
tion of the contract demand of 5,000 KVA are under dis- 
cussion. They would like to be apprised of the outcome 
of the efforts in this regard." 

1.52. In their reply dated the 3rd December, 1969, the Ministry 
of Defence have stated: 

"The circumstances under which the factory originany con- 
tracted foy a demand of 14,000 KVA were explained be- 
fore the Committee. The present contract demand of 
5,000 KVA cannot be considered as unduly high on the 
only consideration that the actual maximum demand' 
reached so far is much lower. The-Gaximum demand 
reached has been increasing from year to-year and i t  is 
expected to approximate to the 'billing demand' which 
is 75 per cent of the contract demand of 5,000 KVA. This 
expectation is based on the growth of prod%ion antici- 
pated in the factory. 

As regards the 'excess payment', the position is as.follows: 

The tariff of the Electricity Board coaefats of two @S: 

(a) The 'energy charges' being 6 e  CDBt uf d~a 8ctUanp 
consumed: and 



(b) The 'demand char$%' based in the peeent case on 
75 per cent of the contract demand of 5,000 KVA. 

So far as (a) is concerned, the question of excess payment doea 
not arise. As regards (b), the payment of 'demand charges' 
on the b&is of 3,750 KVA is higher compared to payment on 
the asis of the actual maximum demand registered, but P it c m o t  be considered as excessive for the following 
reasons: 

(i) As stated in para 1, the difference between the actual 
maximum demand and the billing demand is expected' 
to narrow in the coming years. 

(ii} Secondly, the contract demand has necessarily to be 
pitched at a higher level than the possible maximum de- 
mands from year to year, so as to prevent the risk of 
interruption to supply on account of the Electricity 
Boards capacity falling below the actual requirement. 

(iii) The installation and equipment provided by the Elec- 
tricity Board have to be based on the ultimate demand 
of the factory, as the Board cannot be expected to lay 
fresh cables and change their equipment each time the 
demand registers an increase. 

(iv) There is no provision in the Electricity Board's tarif: 
for 'demand charges' being based on the actual maximum 
demand from year to year. The tariff lays down that 
the 'demand charges' be based on the demand indicated 
in the contract. The agreement of the Board to restrict 
the 'demand charges' to 75 per cent of the contract de- 
mand is in the nature of a concession. The question of 
'excess payment' does not, therefore, really arise. 

It has been possible to secure a further concession from the 
Electricity Board of Rs. 1.13 lakhs for the initial period 
August, 1964 to February, 1965. 

An agreement has been reached with the Electricity Board that 
a contract on the basis of a demand for 5,000 KVA would 
come into effect from 1st March, 1965 and the contract is 
likely to be executed shortly." 

1.53. In paragraphs 3.187 to 3.189, the Committee made similar 
observations in anuther case: 

"3.187. The Committee observe that an Air Force Station pdd 
electricity charges from September, 1985, till January, 
lsgl, on the basis of 75 per cent of the maximum con- 



tract demand, viz., 500 KVA, though the actual con- 
sumption was not more than 100 KVA. It  has been 
stated that the connected load was 250 KVA and a 
further load of 250 KVA was anticieated. The antici- 
pated load did not, however, materialbe due to a change 
in operational requirements, which was 'indicated' by 
the Command Authorities in January, 1957. It is not, 
however, clear how, when the change in operational re- 
quirements was 'indicated' only in January, 1967, the 
Garrison Engineer could have approached the Electricity 
Board for scaling down the contract demand to 100 KVA 
even in September, 1966. The Committee would like 
the Ministry of Defence to examine whether there was 
a failure to scale down the demand sufficiently in time." 

"3.188. The Committee note that' the excess charges for the 
period June, 1966, to January, 1967, have been re- 
funded or are likely to be adjusted but that the State 
Electricity Board have not agreed to refund the excess 
charges levied for the earlier period, viz., September, 
1965 to May, 1966." 

"3.189. The Committee would like the question of refund of 
excess charges ~ Q T  the period September, 1965 to May, 
1966 to be pursued vigorously. They would also like 
the Ministry to impress upon the authorities concerned 
the need to assess their requirements more realistically." 

1.54. In their reply dated the 27th October, 1969, the Ministry of 
Defence have stated: 

"It is true that the change in the operational requirements was 
indicated by the Command authorities in January, 1967, 
but the questiun of scaling dowri tKe contract demand 
had been taken up independently by the Garrison En- 
gineer much earlier. The circumstances in which this 
action was taken by the Garrison Engineer are explain- 
ed M o w :  

The electric supply was given to the M.E.S. in pursuance of 
the letter of the Additional Chief Engineer, Rajasthan 
State Electricity Board, dated the 17th September, 
1965. In accordance with that letter billing had to 
be done under Schedyle HSIMLILT13 which applies 
to loads ranging from 10 'KW to 100 XW. In view of 
this, the M.E.S. considered that the Rajasthan State 
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Electricity Board would charge for the consumption 
of energy in the manner prescribed under Schedule 
HS\ML(LT-3. It was only on 27th May, 1966 when 
the Rajasthan State Electricity Board sent the bills 

. for the first time that the M.E.S. came to know that 
the billing had been done under Schedule HSIMLIHT- 
2. Immediately on receipt of the bill, the Garrison 
Engineer took up the matter on 31st May, 1066, with 
the Additional Chief Engineer; Rajasthan State Elec- 
tricity Board, pointing out that the demand charges 
given in the bill were based on 500 KVA whereas 
the capacity of the MES transformer installed was 
100 KVA only. However, in accordance with the rules 
of w a s t h a n  State Electricity Board, and with a view 
to avoiding forfeiture of rebate, the bill was paid in 
full. On 4th June, 1966, the Garrison Engineer, Jaipur 
again requested the Additional Chief Engineer, R. S. 
E. B. to restrict the Contract Demand to 100 KVA. 
On 10th November, 1966, the Adduional Chief Engi- 
neer, R S. E. B. conveyed the approval of t h  Chair- 
man, R. S. E. B. for reducing the contract demand 
from 500 KVA to 100 KVA with effect from 4th June, 
1966. 

It will be seen from the position stated above that there was no 
time lag between the receipt of the first bill or revelation of the 
incorrect demand charges and application to the Board for scaling 
down the Contract Demand. There is, thus, mr failure on the part 
of the MES authorities in taking necessary action to scale down the 
contract demand sufficiently in time." 

"As regards the refund of excess demand charges for the period 
from 20th September, 1965, to 3rd June, 1966, the Rajasthan State 
Electricity Board have since agreed to r e h d  the same. 

With a view to ensuring that the peak load demands uf electricity 
are assessed on realistic requirements, necessary instructions have 
been isSlOBd tO all concerned vide Army ~eadquarters, E-in-C's 
Branch' letter No. 29066168/E4, dated 23rd December, 1967." 

'1.95. The Committee hope that, on the basis of Government's 
m e n c e  in these two cases, they would ensure that assessment of 
p& load hemands of electricity is most carefully made, keeping 
fn vim a realistic picture of operlbtional requirements. 
Purchase of sub-sfamlard timber and recaverg of Eoss-Paragraph 

2.112 (S. No. 36) 
158, bn. paragraph 2.112, the ComanYttee made %he Mowing re- 

commendation regarding recovery of loss caused to Government on 



account of the supply of sub-standard timber by a contractor: 
"The Committee desire that in the light of the advice given by 

the Ministry of Law, the Department of Supply should 
take measures, without further delay, to recover the loss 
caused to Government through the default of the contrac- 
tor." 

1.57. In their reply dated the 4th December, 1969, the Ministry 
of Defence have stated: 

"The above recommendation is for Ministry of Foreign Trade 
(and Supply to take action. A copy of the same has al- 
ready been forwarded to that Ministry for necessary 
action." 

1.58. The Committee trust that necessary action to effect recovery 
from the contractor for supply of sub-standard timber has been 
taken by Ministry of Foreign Trade and Supply. The Committee 
would like to be informed of the progress in the matter. 
Procurement of defective spare parts-Paragraphs 3.95 and 3.96 (5'. 

Nos. 48 and 49). 
1.59. In paragraph 3.95 and 3.96, the Committee made the following 

observations regarding procurement of defective spare parts from a 
firm in U S A .  by India Supply Mission, Washington: 

"3.95. The Committee feel that procurement of defective stores 
that occurred in this case could have been avoided had 
the India Supply Mission, Washington as well as Army 
Headquarters exercised due care. The indent for t h e  
stores was raised on an urgency basis by Axmy Head- 
quarters in ~ e b r u a r y ,  1964 and a contmct was placed by 
the India Supply Mission with a firm in July, 1964. The 
India Supply Mission were aware, at  the time the con- 
tract was placed, that similar stores m*Ued by this Ann 
against an earlier contract had been reported by Army 
Headquarters to be defective and that the question of 
acceptability of those stores was under consideration. 
The India Supply Mission themselves had, in fact, dram 
the attention of Army Headquarters to this position, in 
m communication they sent in February, 1964, on another 
ordinary indent for these stores on which they had for  
this reason suspended procurement action. It is, there- 
fore, not clear why the Mission chose to place a contract 
without specific clearance from: Army Headquarters. The 
fact that the indent in question was 'urgent', whereas the  
one on which procurement action was suspended had been 
categorised as 'ordinary' should have made no difference 
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as the question involved was whether or not the earlier 
supplies were defective." 

'"3.W. The Committee are also at a loss to understand why 
Army Headquarters failed to give appropriate instructions 
to the India Supply Mission, even after the latter had 
specffkally addressed them in the W t t e r  in February, 
1964. Army Headquarters became aware of the defects 
in the supplies in becember, 1963, i.e., even before the 
indent for the subsequent lot was placed. They could, 
therefore, have well instructed the India Supply Mission 
not to place the orders with the firm till the question of 
the acceptability of the earlier supplies was settled. In 
fact, it took Army Headquarters eight months to reply 
to India Supply Mission's communication on this point 
and by that time India Supply Mission had already placed 
the contract. , I 

The Committee would like both the Ministry of Defence and 
the Department of Supply to investigate the various 
lapses that occurred at various stages in this case and to 
fix responsibility for these." 

1.60. In their reply dated the 4th December, 1969, the Ministry of.. 
Defence have stated: 

"On receipt of letter dated 5th February, 1964 from I.S.M., 
Washington, Army Headquarters referred the matter to 
EME Directorate on 7th March, 1964 because the original 
discrepancy report was raised by EME workshop. The 
EME Directorate suggested On 21st March, 1964 that the 
views of the AHSP should be obtained and further action 
taken accordingly. The matter was, therefore, referred 
to AHSP viz., Chief Superintendent Development (Veh.), 
Technics1 Development Establishment (V), Ahmed- 
nagar, on 31st March, 1962. Simultaneously, I.S.M., 
Washington, was informed that the matter was under 
examination by the technical authorities and that a fur- 
ther communication would follow. I.S.M. were kept 
informed by letters dated 24-6-1964 and 11-7-1964 that the 
matter was under considerat40n of the technical autho- 
rities. The report was received from technical authorities 
on 7th August, 1964 and I.S.M., Washington, were accord- 
ingly informed on 31st October, 1964 $hat lh stores s u p  
plied by the A r m  against their contract date 18th April, 1 1963 were not acceptable. 'It will thus be s that there 
was no ahidable delav on the nart of Armv )leadquarters 
in replying to India Supply Mission, Washington. 



According to the normal procedure, an indentor is not requir- 
ed to indicate the source of+ pmcuement while project- 
ing, the indent to the Central Proewemeat Agency. At 
the time of placing the indent, it was, therefare, not re- 
quired of the Army Headqqarten to indicate that pro- 
curement should or should not be made from any parti- 
cular source. Unless a proprietary article certificate is. 
issued by the indentor, which was not done in this case, 
it is entirely for the ISM Washington to decide on whom 
the order be placed. Further, the indent for Qty. 2,015 
was placed on 26-2-1964 i.e., after the ISM, Washington's 
letter dated 5-2-1964 had been received. In the said let- 
ter of 5-2-1964, the ISM hbd stated that they were not in 
a position to place an order for the ssme material for 
which a discrepancy existed and had further suggested 
that identical stores should not be purchased from that 
firm and on these grounds had requested that they may 
be permitted to suspend procurement action on the indent 
for 600 Nos. In these circumstances Army Heladquarters 
could not expect that ISM, Washington would be placing 
a contract for Qty. 2.015 on the same firm for identical 
stores. In the circumstances, it is considered that there 
is no lapse on the part of the Army Headquarters. 

The circumstances under which ISM, Washington placed the 
contract dated 7th July, 1964 for 2015 Nos. of Sleeves 
Crankshaft Driven Clutch on the same supplier Arm have 
been intimated to' the Public Accounts Committee vide 
para 9* of the Defence Ministry's note No. PC,3(16)1671D 
-- -- ..+ - - -  ---- --- 

' 9 .  The reasonsadvanced by ISM, Washington for placingtheoantract dated 7th July, 
1964 for 2015 Nos. on the supplier Company are as follows : 

"There was r o  indication in the indent that similar storesupplied by NAPCO against 
the first contract No. C. 5142/MT/3/D-4643 of April 18, 1963, would not be 
acceptable. On receipt of DGS & D's crossmandate JSJ/4/(1393)/125263-M 
of May 17, 1963, against another indent No. S005/LVl/3655/6016, of January 
20. 1961, for the same store, quantity 600 Nos. MGO, vlde letter No. 5645lMT of 
February 5, 1964 was.cautioned that it would not be advisabk to place order 
agalnst this ordinary indent on NAPCO tdl the dwscrcpancy against the first 
contract was finally settled. As neither any reply was received to our letter No. 
C.56451MT of February 5,1964, and MGO m t ~ n u e d ' t o  bt expedited by this. 
Mission nor the discrepancy apinst the first contract was established on receipt 
ofthefirm'slctterofJanuary20, 1964, where in theyhad contested the wrrect- 
nessof thtetoresuppfied,thesccond cqntfact No. C.6161 'MNID-6159 of July 7, 
I !!64, for a quantity of 2,015 Nor. of mllar s tom was placed on lowest basis 
wrth NAPCO agamst the urgent ~ndmt.  

TI may be stated that only wh6 quotations were rraived, one from NAPCO and 
the othcr from Levy Ado Parts and the total diffaara botwcen'tbdr prices was 
$15.332.13. This would indicate that the market for,tbe procurement of this 
type of stam was v g  limited a n d r e s t r @ I  to two flrmb only out of 13 A n n  to 
whom tcador enqulncs had been ~snred. 



(0.1) dated 15th November, 1968. Taking in& accouILp. 
the pirc&ances under which the contact dated 7-7-1864 
wae placed with the same supplier A n n ,  D q a r 4 m a t  of 
Supply %re of the view that no action is called for against 
any official of ISM, Washington. 

As indicated in para 8 of the Defence Ministry's note No. PC. 
3(16)(67(DfO.I) dated 15th November, 1968, the Public 
Accounts Committee were informed that instructions 
were issued by the Defence Ministry on 18th October, 
1968 to ISM, Washington to pursue and settle the Govern- 
ment's claim against the supplier firm on the most 
advantageous terms obtainable. ISM, Washington have 
informed the Department of Supply that a compromise 
settlement has since been effected with the supplier flm 
whereby they have refunded a sum of US $8,798.15 repre- 
senting 40 per cent of the value of the stores against t h e  
two contracts dated 18-4-1963 and 7-7-1964 placed with 
the supplier firm. This amount has been credited to the 
Government account. 

This note has been seen and concurred in by the Department 
of Supply." 

1.61. The Committee are unable to accept Government's view 
that there was no lapse in this cape. Supvlies made by the firm 
against a contract placed in April, 1963 we-:, :ound defective by the 
Army Authorities soon after the stores were received in December, 
1963. The A m y  authorities had also reported the matter imme- 
diately to the India Supply Mission, Washington, which had placed 
bhe contract. Under the circumstances, it was the duty of the Army 
authorities, when they placed a fresh indent for similar stores im 
February, 1964, to have algrted the purchasing agency suitably. 
The argument that the indenting authority is not required to indi- 
cate the source of pl~curement while placing the indent is eleady 
untenable in thie context. It is no doubt true that, as m matter of 
-1 procedure, it is the pocuriag agency which decides O e  
source of supply. But when the indenting aathority i s  aware that 
rlmilu storss p m d  fmm rr .particular mume have proved aa- 
moceptdabk, it is swely its mpmsibiiity to draw attebtion to thfs 
fget. Io any case, under the existing practice, indenting authorities 



do normally indicate the previous sources of supply in their inlent. 
m e  Army authorities could have well, therefone, pointed out fo 
;the India Supply Mission that the previous source d supply in this 
case could not be relied upon to eupply acceptable stars;. 

1.62. Another point that the Committee notice is that, even after 
the Indk Supply Mission themselves had drawn the attention of 
Army authorities in February, 1964 to their complai~lt about the 
previous lot of supplies, it took about 8 months for the A m y  autho- 
rities to investigate the position and inform the Supply Mission that 
the stores were not acceptable. 

1.63. The part played by the India Supply Mission also calls for 
-comment. The Mission have taken the plea that they procured the 
stores against the indent placed in February, 1964, because the indent 
-contained. no indication that the previous lot of supplies was not 
.acceptable to the Army authwities. The Committee see little force 
in this plea, because the Supply Mission were aware, even in tho 
absence of any indication to that effect in the indent, that the pre- 
vious lot of stores had not been accepted by the"Army authorities. 
'Besides, as the Committee have themselves pointed out in para 3.95 
of their Sixty-Ninth Report (Fourth Lok Sabha) the Supply Mis- 

.sion had themselves suspended fo; this reason proaurement action 

.on another indent for similar stores received at the same time 

1.64. For the foregoing reasons, the Committee wish to reiterate 
.their recommendation in para 3.96 of the;? Sixty-Pu'ixth &port that 
responsibility for the lapses that occurred at various stages of the 
case should be fixed. 

.Jetty at Karanja which was not fully operative-Paragraphs 4.24 to 
4.26 (S. Nos. 67, 68 and 69). 

1.65. In paragraphs 4.24 to 4.26, the Committee ma& the follow- 
ing observations regl~rding a jetty built at a cost of lis. 1.75 crows 

--for the Naval authorities which had not become fully operative as 
:-a result of siltation: 

"The Committee observe that a jetty built for the Naval autho- 
rities at a cost of Rs. 1.75 crdes  has not become fully 
operative as a result of silqation. In the Committee's 
view, this situation arose because of inadequate attention 
to the location and d q g n  of the jetty. Government were 
aware that fhe'silt in the basin where the jetQ was can+ 
tructed 'is In nascent stage and had not stabifised.' Be 
sides, experiments conducted by the Central Water an4 
Power Research Station 'with different models for the 



purpese of deciding on the most suitable alignment for the 
jetty had indicated that siltation occurred with all the 
alignments and that the most advantageous course waa 
to  ha* an open jetty below Law water which would, 
however, 'be more expensive'. The Naval authorities 
could have, in the light of these observations, reconsider- 
ed their scheme." 

"It is also surprising that after having consulted the Central 
Water and Power Research Station on the most suitable 
design for the jetty, the Naval authorities did not take 
their clearance before agreeing to the construction of a 
temporary bund by the contdactor for the purpose of exe- 
cution of the work. It is significant that, after this bund 
was put up, siltation increased reducing the depth from 
12 feet to 8 feet in four years." 

"The Committee note that experiments conducted in 19B8 
show that the basin is getting desilted and that at present 
the jetty is being used for loading and unloading of barges. 
The Committee consider that before incurring. heavy capi- 
tal expenditure in providing handling and other facilities 
at the jetty, Government should make sure that the jetty 
will have a draught of 20 feet at the pier to permit direct 
loading and unloading by destroyers and frigates." 

1.66. Jn their r e ~ l y  dated the 26th September, 1969, the Ministry 
of Defence have stated: 

"The jetty at Karanja is being used for loading and unloading 
barges. The fact that the jetty is not fully operative in 
that it cannot be used by Destroyers and Frigates is 
because the capital dredging provided for in the admipis- 
trative approval has yet to be carried out tor which the 
recommendations of the CW&PRS on the dredging pattern 
to be adopted are awaited. 

So far as the location of the jetty is concerned, .consequent 
on the selection of Karanja as a site for the establishment 
of a permanent Naval Armament Depot, the jetty had to 
be located close to the Depot. 

As regards the design, the one incorporated in the recommen- 
dations of the CW&PRS which provided for an open rona- 
truction for the flrst 2,000' from the shore line in order to 
have the l e a  interference with the currents in the area, 
the reet bein@ rubble mound was adopted. The design of 
the jetty is, therefore, such that the silting would be kept 
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to the minimum possible level. But this jetty, like any 
oifier s i m i i ~ r  project, wiIl require periodic maintenance 
dredging. . 

The construction of the bund was not in the'form of a major 
work necessitat~ng any change in the design or alignment 
of the jetty but was only required to assist the process 
of construction of the closed portion of the jetty. The  
temporary bund was constructed for the same purpose 
as scaffoldings are put up whcn buildings are constructed 
and it  was removed as s ~ d h l d i n g s  are removed after 
construction. Becausc of ti12 temporary nature of the 
bund, CW&PRS was not cur~sultcd regarding its provision 
and removal. Engineers who were associated with the 
planning and execution of the works were trained in 
marine engineering works, I t  was visualised by these 
engineers that sllght siltation w i u i  1 take place due to the 
construction of tljc tempwar) '~und ,  but it waq also ex- 
pected that the silt would be r)radually flushed out after 
its removal. T h ~ s  has been borne out by actual observa- 
tions by wrvey of the lm in  in tho years 1%G, 1968 and 
1969 and obsurvations by CW&PRS. Tn fact the findings 
of January. 3968 surwys wore: 

(ii) the accumulaticn of silt is on  ti^ d~crense; '  

(iii) there is a notic:::blc rnovemc.1;: o!' thc s i l '  ilepi)sited near 
the shore towards the sea; 

(jv) the area where the limited cltr:4g~?c w:ls ;~.~rr.fcd out for 
the construction of berthing pier 177.; nat shown any 
appeciahle siltation. 

As desired by CW&PRS a Furvey , T ' h , ~  k'arar,.> Basin was 
carried out from 27th Decem?)c.r, I X f i  to 3rd ,Tanuary, 1969 
and the report was sent to them. The matter was further 
discussed with the CW8:PRS on the 28th March. 1969. 
The CW&PRS, however, had requested that near shore 
surveys should be carried out -nd soundings made avail- 
able to them before they can malx their recommendations. 
These surveys have since been cnmpl~ ted  2nd the r ~ p o r t  
forwarded to CW&PRS. Dredglng of tnc ,~ rea  will be 
undertaken as soon ;;s the pattorn of dredging is evolved 
by- CW&PRS. CW&F'RS have already been requested Do 
expedite their recommendations keeping in view the 
minimum maintenance dredging." 



"No heavy capital expenditure is expected to be incurred in 
"future on the provieior! ol requisite loading and unlobding 

facilities on the jetty. However, the  recommendations of 
the0PAC will be horne in mind before further works are 
undertaken. 

I t  is confirmed that thc jetty will '3: put to full  use, for which 
it has been designed, once the capital dredging of the 
basin is completed As stiitcd above, the CW&PRS are  
already workin$ on the dredbng pattern to be adopted. 
Provision of c?:-iital dredging i; included in the  adminis- 
trative approval of the project which will be carried out 
on receipt of thc r c ~ m m c n d a t i o n s  of the CW&PRS." 

1.67. The Committee note that the jetty built at a cast of Rs. 1.75 
crores will be put to full use ''0nc.e the cnpitd dredging of the basin 
is completed". 'Ilhe Co~tmittee would like Government to settle, 
after consultation with the Contrd Water and Power Research Sta- 
tion, the patteru ol dred+*~g and c3r:lrrr up n programme for the pur- 
pose so that the jetty ca? be ussd by Destroyers and Frigates also. 

Delay in cq :sfrz:rt O?I oJ s e a v a  .d D~, . f?nre  Boats-Pnragmphs 4.36 to 
4' 40 (S. NOS. 70-71). 

1.68. Ln paragraphs 4.35 to 4.40. t h c  CornmiCtei: made the follow- 
ing observalims regarding thtt inoi,;.iil:stc? d:ilay caused in the cons- 
truction of three seaward D:.fcnce Boats for use of the Navy: 

"The C o r n m i ~ h  oL>.j?r\.? that the three Seaward Defence 
Boats which were expected to o~ delAverzl to the Navy 
between August-December. 1964, will now be available 
only in the middle of 1969, i .e., after a delay of about 
4b years. This delay war;, in the  main, due to the time 
taken in the revision of specifications and in importing 
steel of the required specifications." 

"Thc Committee note that, within two months of sanctioning 
thc schtme, the Naval Headquarters undertook a major 
revision .of specification which took as much as 14 years 
to complete. The. Committee can only conclude that  

',due note was.not taken by Naval HeadquarterslMinistry 
of Defence at the time .of sanctioning. the project in 

' Mgrch, .1960. of the advances made by the ship-building 



industry in India and of their own experience with the 
Seaward Defence Boata built earlier in the country." 

'The Committee further note that, though the Garden Reach 
Workshops were issued a licence for import of steel 
through the Iron and Steel Controller in October, 1983, 
supplies were actually received only towards the end of 
1965. Thus, a further delay of more than two years was 
caused." 

"The Committee are constrained to observe that, as a result of 
delays due to various factors and at various stages, 
machinery, equipment and certain weapons costing 
Rs. 41 lakhs acquired for installation in the boats, are 

I lying unused. The warranty period for these items of 
supply has already expired. Even when'it became ob- 
vious in May, 1983, that there would be delay in cons- 
truction due to steel having to be imported, Naval 
Headquarters I Government did not take any measures 
to reschedule the delivery period of these stora." 

"The project thus appears to the Committee to have been con- 
ceived in a hurry and executed at leisure. The Committee 
would like Government to analyse in detail the reasons 
for delays of this nature and take suitable remedial 
measures. They would impress upon Government the 
need for more careful planning and coordination between 
the various agencies so as to avoid recurrence of cases of 
this nature!, 

1.69. In their reply dated the 5th December, 1969, the Ufiistry 
of Defence have stated: 

"In March, 1960, Government sanctioned the construction of 
three Seaward Defence Boats by Shipbuildere in India 
through the Director General of Supplies and Disposals 
at an estimated total cost of Rs. 60.00 lakhs including 
Rs. 27.00 lakhs in Foreign Exchange to be incurred on the 
procurement of machinery and equipment. 

In April, 1960 the Government acquired Messrs -den Reach 
Workshops Limited and Messrs Mazagon Pock Limited, 
and a policy decision was taken in May, laaO to the effect 
that all orders for Naval Works are to be entrusted to 
these two companies. Even prior to the poIicg decision, 
Naval Headquarters had floated preliminary enquiries 
with Garden Reach Workshops in view of the fact that 



c)raden Reach Workshops had experience of building a 
Seaward Defence Boat. Garden Reach Workshops inform- 
ed Naval Headquarters in November, IW, that due to 
hewy pressure of work in their Estimating Section, they 
would not be able to subnit their estimates before the end 
of December, 1960. Meanwhile, NHQ undertook a revi- 
sion of specifications of the Seaward Defence Boats t a b  
ing into account the various advances made by the ship 
building industry in India and on the basis of their ex- 
perience of the earlier Seaward Defence Boats built in 
India. This revision of specifications which involved a 
complete change of electrical equipment and the substitu- 
tion of indigenous equipment for imported ones, was inti- 
mated to Garden Reach Workshops as and when modiflca- 
tions were decided upon. They also ensured that obsolete 
equipment was not fitted on the vessel. 

The first quotation from Garden Reach Workshops was 
received in July, 1961, Various technical and costing 
details of the Arm's offer had to be obtained and further 
correspondence entered into with Garden Reach Work- 
shops. The final quotation was received from the firm in 
January, 1962. This was considered in detail by Govern- 
ment and the revised sanction accordingly issued in 
December, 1962 revising the total cost of Rs. 60.00 lakhs 
to Rs. 78,42,860.00 including Rs. 27.00 lakhs in foreign 
exchange. The firm was to deliver the first vessel for 
trial in approximately 20 months hllowed by one vessel 
every two months thereafter, subject to the following 
conditions being satisfied: 

(a) that all the free supply items were made available to 
the Company at least 12 m n t h s  p~ior  to the delivery 
date; 

(b) that Import Licence for importing Aluminium material 
and water cooler was issued within four months from 
the date of order and imported materials were received 
in the Yard within 8 months thereafter; 

(c) that there was no delay in inspectionlapproval andlor 
progress payments; 

(d) that all steel material remained, or were made available 
within 5 months from the date of receipt of order. 



48 

As stated above, lMessrs Garden Reach Workshops Limited 
bad earlier constructed a Seaward Defence Boat for the 
Navy which was built using only indigenous steel. The 
original Seaward Defence Boats were designed according 
to British Navy's specifications and the use ef indigenous 
steel had resulted in an increase of Hull weight by 15 tons 
over the British design figure. This was the maximum 
permissible increase acceptable to Naval Headquarters. 
When Messrs Garden Reach Workshops Limited got the 
order in December, 1962 they projected their requirements 
of steel to the Iron and Steel Controller in accordance 
with the specifications of the scantlings used by them for 
the earlier construction. In the meantime, an important 
development. had taken place. The specifications for the 
Seaward Defence Boats were obtained from the U.K. 
Ministry of Defence (Navy) and were based on the foot 
pound system. The Indian Steel Industry was originally 
producing steel in accordance with the foot pound system 
and Naval Headquarters did not, therefore, anticipate any 
difficulty in regard to indigenous availability, particularly 
because steel of the required specifications had been made 
available by the Indian steel producers for the Seaward 
Defence Boats previously constructed for the Indian Navy. 
However, by the time the order was communicated to the 
builder, the steel rolling mills in India had switched over 
to the metric system and due to further ratknalisation of 
sizes by the steel industry, the steel requirements for the 
Seaward Defence Boats which satisfied the weight speci- 
fication could not be met indigenously. In January, 1963, 
Naval Headquarters were accordingly informed by 
Garden Reach Workshops that certain sections were not 
available indigenously and substitutes offered by the Iron 
and Steel Controller would cause a further increase in 
Hull weight by approximatelv 4.5 tons. This increase in 
weight was not acceptable to Naval Headquarters jn view 
of design considemtione. 

The matter was then taken up by Naval Headquarters with 
the Iron and Steel Controller in Februa~y,  1963. In April, 
1963 the Iron and Steel Controller informed MIS. Garden 
Reach Workshops that steel of the requisite specifications 
was not available indigenously. Thereupon in May. 1963 
Naval Headquarters requested MIS. Garden Reach Work- 
shops to fo rwad  their complete requirements to the Iron 



and Steel Controller for grant of an import licence, and 
this "was done by the firrn in' July, 1968. The Iron and 
Steel Controller, however, intimated ~ a r d e b  Reach Work- 
shops in end of July, 1963 to provide the requisite foreign 
exchakge as the foreign exchange could not be spared 
from his allocation. The firm projected this requirement 
to Naval Headquarters in end of August, 1963. Naval Head- 
quarters then requested the Iron and Steel Controller to 
reconsider his stand regarding the provision of the Foreign 
Exchange from his quota. This was agreed to by Iron 
and Steel Controller on 1st October, 1963. Necessary 
import licence was issued and Mjs. Garden Reach Work. 
shops invited offers from abroad for the required steel. 
However, in January, 1964, MIS. Garden Reach Workshops 
informed Naval Headquarters that they had not received 
any suitable offers from the Trade abroad for their require- 
ments of steel and requested Naval Headquarters to ex- 
plore the possibility of having the requirements cross- 
mandated to the Indian Supply . Department, London 
through the Director General of Supplies and Disposals. 
This position was brought to the notice of the Department 
of Defence Production in early February, 1964, whereupon 
they advised the firm in March, 1964, that the indent 
should be placed on the Director General of Supplies and 
Disposals who could cross-mandate it to the Indian Supply 
Department, LondonlIndian Supply Mission, Washington. 
Accordingly indents were raised on 27th March, 1964 by 
Mls. Garden Reach Workshops which were, however, 
returned by Director General of Supplies and Disposals 
(end of April, 1964) ta  the firrn for rectification of some 

mistakes and also for payment of an advance deposit. The 
corrected indent along with the deposit money was for- 
warded to Director General of Supplies and Disposals in 
middle of May, 1964, subsequent to which the indent was 
crossmandated to India Supply Department, London by 
Director General of Supplies and Disposals. Thereafter 
further exchange of correspondence was necessary with 
D.G.I.S.M., London as certain sections were not available 
even in UX. The matter was finally resolved and ship- 
ment of steel commenced in early 1965 and continued upto 
middle af 1966. 

me construction of the Vessels has been further delayed due 
to the delay that occurred in the supply of some of the 
items which the Navy was required to supply to the 
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builder. This delay occurred as a result of difaculties ex- 
perienoed in ideritifying and checking the serviceability 
of the stores to be sent to the builder from time to time 
as well as difaculties in regard to the availability of suita- 
ble rail hansport. b 

In addition to the delay in the procurement of suitable steel, 
the following factors also contributed to the Craft not 
being completed and delivered in time: 

(i) Non-availability of non-magnetic bullet proof steel. 

Non-magnetic Bullet Proof steel was not available from 
indigenous sources although enquiries were made from a 
wide range of supplying sources. Ultimately, an accept- 
able alternative viz. aluminium plating was located and 
order placed in December, 1966. However, there was a 
serious breakdown in the Aluminium Rolling Mill as a 
result of which there was further delay in the delivery of' 
aluminium plating. This was received only in December, 
1967. 

(ii) Indigenous substitution of imported materials. 

A number of items like light fittings, junction boxes, distribu- 
tion box and board, switches and cables were being sub- 
stituted from indigenous sources. Due to the small quan- 
tities involved considerable effort was required to 
persuade manufacturers to supply these items. Besides 
this, these items were. required to meet Naval specifica- 
tions and thus contributed to the delay in establishing 
indigenous sources of su,?ply. However, whatever little 
could be achieved by indigenous substitution was con- 
sidered to be worthwhile in the larger interests of self- 
suficiency. 

The original sanction issued in March, 1960 listed certain 
machinery and equipment which were to be supplied by 
the Navy to the ship-builder at an estimated cost of 
Rs. 27.00 lakhs. In 1960, Naval Headquarters had not 
an4icipated any difficulty in regard to the construction of 
these boats and therefore initiated immediate action for 
the pmcurement of these items in view of the fact that 
the load time required for such imports would be consi- 
derable. The processing of the procurement of the  
machinery which continued even upto 1964, Le., even 



lifter Naval Headquarters knew that there would be 
delay in the ~ ~ ~ ~ l ) t r u c t i o n  oi the verwel c q u e n t  on the 

, non-availability of steel, was ddeliberate rs Naval Head- 
quartesa did not expect the difaculty in the procurement 
of steel to last so long. Further, the items required are 
not perishable and should be available for installation in 
the craft as soon as required. The supply of these items 
commenced in 1W2 and wntinued upto 1967. The equip- 
ment received had not deteriorated during storage and 
was being issued to the shipbuilders as required for the 
installation on the Seaward Defence Boats. 

The Bofor Guns were not required to be fitted by the Builder 
- as this is not his contractual commitment, The purchase 

of these guns was authorised vide Government of India, 
Ministry of Defence letter No. WMI 14071NHQ131641SID 
(N-1), dated 30th November, 1984 at a cost of Rs. 15 lakhs 
and these were received in September, 1967. The Guns 
would have to be installed by the Naval Dockyard, Bom- 
bay after the Seaward Defence Boats had been delivered 
complete in other respects to the Indian Navy. 

Although the delay in construction was primarily due to the 
non-availability of steel, it should be pointed out that the 
total cost of steel utilised in Naval ships account for less 
than 2 per cent of the total cost of the construction of 
the vessel. However, the use of the correct quality of 
steel was extremely important from the point of view 
of design and operational considerations and unless the 
correct quality of steel was utilised, however low its cost, 
no progress could have been achieved in construction. In 
the present case, there was no delay in taking the basic 
decision to import the steel when it was discovered that 
the steel according to the necessary specifications was 
not available indigenously. It may also be pointed out 
that the requirement of machinerylequipment was ines- 
capable. Since its procurement in 1962 the prices of the 
imported machinery had escalated considerably and had, 
therefore, the machinery and equipment not been pro- 
cured at that time Naval Headquarters would have to 
pay a considerably greater amount for its procurement at 
later date. There had been no deterioration in the 
machinery procured and therefore, its procurement ear- 
lier had not resulted in any financial h s  to the Govern- 
ment. 



It is evident from the position explained above, that the red- 
sion of specifications only did not cause any delay in 
regard to the order placed on Garden Reach Workshops 
in December, 1962, as referred to in the observation at S1. 

. No. 70 and these were taken into consideration for the 
stipulated delivery date of AugustDecember, 1964. The 
delay caused was also due to the reasons given in para 7 
above. The delay in the construction of the vessel after 
the placement of the order thus was due to:- 

(a) Non-availability of suitable steel indigenously conse- 
quent to the steel rolling mills in India having switched 
to metric system and consequential procurement of 
the required specifications of steel from abroad. 

(b) Delay in the Navy supply items due to the problem of 
identification and transport arising out of lapse of time 
from the receipt of the stores. 

It may be stated th.at one of the Seaward 3efence Boats had al- 
ready been delivered in August, 1969 and s e ~ n d  and 
third Seaward Defence Boats are expected to be delivered 
by end of December, 1969 and January, 1970 respectively. 

With reference to the observation at S1. No. 71, it is pointed out 
that the revision in the specifications was undertaken by 
the Naval authorities to take into account the various 
advances in ship-building being made around this period. 
The change mainly involved the complete electrical equip- 
ment which was brought in line with developments in the 
indigenous Marine Electrical Industry which was concern- 
trating on the development of only A.C. equipment in 
conformity with the world trend, as A.C. electrical system 
had better performance in ships. The revision was a.lso 
undertaken with a view to conserving foreign exchange 
and utilising Indian equipment to the maximum extent 
possible. I t  is further pointed out that the Naval autho- 
rities would have made these changes in electrical equip- 
ment irrespective of the delay by Garden Reach Work- 
shops in quoting for this work. This is so as the instal- 
lation of electrical generating machinery and fitting out 
of the vessel does not start until some time after the 
fabrication of hull is completed. Thus' supply of revised 
specification in this respect to Garden Reach Workshops 



even after the placement. of order would not have by i t  
self delayed the construction of the ship as long as the 

. . change was intimated to the yard sufficiently in advance 
of completing the fabrication of the hull. This was in ' 

fact the case as the chdnges were duly intimated to Gar- 
den Reach Workshops by end of 1962. On the other hand, 
the fabrication of the hull did not commence till July, 
1066 due to delay in procurement of steel. Thus it would 
not be correct to relate any element of delay in comple- 
tion of these crafts to the change of specifications under- 
taken by the Naval authorities in the interest of ensuring 
more uptodate and efficient electrictal system for -these 
ships. 

As regards the delay in the receipt of the steel after the grant 
of the import licence in October, 1963 (mentioned in the 
observation at S1. No. 72), it is quite evident from the 
position explained in detail in para 5 above that it was 
due to:- 

(1) Non-availability of certain sections of steel even in 
U.K. 

(2) Non-receipt of suit,?ble offers to the enquiries floated 
by MIS. Garden Rmch Workshops to the Trade. 

(3) Procedural delays involved in the placement of orders 
on DGISM, London. 

Thus even though the steel was received only in end 
,of December, 1965 and the last consignment was received 
only in August, 1966, it might be appreciated that pecu- 
liar combination of circumstances led to the delay of the 
shipment of steel of required specifications. 

In regard to the non-utilisation of equipment and weapons 
worth Rs. 41 lakhs (referred to in S1. No. 73), it will be 
observed that this amount of Rs. 41 lakhs includes a sum 
of Rs. 15 lakhs for guns. Government sanction for these 
was accorded only an  30-11-1964. The indent was raised 
in February, 1965 and the delivery made only in Septem- 
ber, 1967. Thus, their receipt has not been inadvertently 
long before the completion of the vessels. Regarding the 
balance of Rs. 26 lakhs, indents worth Rs. 22 lakhs in 
foreign exchange were raised in 1960-61 and these items 
had already been received by May, 1963 or were already 
under inspection and despatch and their delivery could 



not be rescheduled. Further as explained already, at  
the time of placing of orders in some cases, it was realiaed 
that the Project would be subject to some delay but the 
extent of the delay could not be anticipated. Moreover, 
the Naval authorities considered that it wlas not advis- 
able to delay the supply of these imported items, which 
were not perishable and should be available for installa- 
tion in the craft, but such delays might eventually be 
more injurious to the construction schedule. 

In regard to the observations of the method of planning and 
executing the project (Cf S1. No. 74), it is evident th,at 
the delay in the construction has occurred due to a combi- 
nation of various factors which could not reasonably be 
foreseen and were beyond the control of Naval Head- 
quarters or MIS. Garden Reach Workshops Ltd. Such 
cases are exceptional in nature. It may, however, be 
mentioned that design and production of Naval ships and 
other crafts is now being carried out on more systematic 
methods with a view to avoiding delays." 

1.70. The committee cannot help expressing their disapproval of 
the manner in which this project has been handled. The scheme 
for construction of the seaward defence boats was sanctioned by 
Government early in 1960 in the anticipation that they would be 
sqpplied by end of 1964. Nine years after the sanction, two of the 
three boats still remain to be delivered. The Committee note the 
explanation of Government that delay was caused by "a combi- 
nation of various factors which could not reasonably be foreseen" 
and that cases of this kind are "exceptional in nature". The Com- 
mittee however feel that a sense of urgency or some imagination on 
the part of those who handled the project in the Naval Head-quarters, 
Garden Reach Workshop and the Steel Controllers' Office could 
have substantially reduced $he procedural bottlenecks which have 
led to 6 years of delay in the schedule of delivery. The Committee 
hope that Government would ensure that procedural delays of the 
kind that occurred in this case do not dog the implementation d 
defence projects hereafter. 

Loss of aero-engines-Paragraphs 5.20 to 5,23 (S. Nos. 7kL78) 

1.71. In paragraphs 5.20 to 5.23, the Committee made the follow- 
ing observations regarding loss of 2 aero-engines which were shipped 



from a foreign country after overhaul but could not be traced at 
) Bombay: 

''The Committee observe that a series of lapses on the part of 
diffemtrauthorities led to a valuable Defence consignmeqt 
passing into u n a u t h ~ r h d  hands and Government sus- 
tslining a loss of Rs. 7 lakha. The stores were consigned 
to Bombay in April, 1062, but were apparently not off- 
loaded there. The Port Trust authorities at Madras who 
got this consignment some time in 1062 allowed it to 
remain in an 'Iron dump' 'where uncleared packages are 
stored', for the best part of two years, before deciding to 
put them up for auction in May, 1964, as unidentified 
and unconnected stores. According to the procedure, they 
were required to check the 'outturn' from every ship by 
the end of the month from the date of completion of dis- 
charge. This they failed to do and the consignment also 
'missed the outturn', resulting in its being dumped in their 
premises for about two years. The customs authorities, 
who cleared the consignment prior to its auction, apprais- 
ed its value as Rs. 4,000 but did not apparently even open 
the consignment. Had the consignment been properly 
examined, it would have been identified at least at that 
stage." 

"One aspect of the case in particular needs close investigation 
by Government. It was stated before the Committee that 
the consignment got off-loaded at Madras instead of Bom- 
bay 'by accident'. The Committee, however, observe from 
the information furnished by the Ministry of Defence 
that the ship by which the consignment was sent 'did not 
call at Madras'. The Ministry of Defence have, however, 
added that 'confirmationlclariflcation' in this regard is 
being obtained from the Ministry of Transpon and Port 
Trust authorities. The Committee would like the matter 
to be followed up. In cam it is established that the ship 
did not touch Madras, it should be thoroughly investigated 
how a Defence consignment meant for Bombay found its 
way to Madras without the knowledge of any of the autho- 
rities concerned." 

' m e  committee also find that it took over one year for the 
Bombay Port Trust authorities to issue a short-landing 
certtAcate for the goods. Such a delay aFgues poorly of 
the state of efaciency of the Port R u s t  and may result in 

.*claims against shippers becadng time barred. The Com- 



mittee desire that concer:ed action should be taken tb 
ensure that such delays are eliminated. The Committee 
stress that Port authorities should arrpnge for speedy 
identific~tion of all unclalmed/unconnected consignments." 

"In their 15th Report (Fourth Lok Sabha), the Committee 
have comprehensively reviewed the position in regard to 
the clearance of defence consignments by the Defence 
Embarkation authorities and have stressed the need to 
ensure that Defence stores are expeditiously cleared 
through proper liaison with Port Trust authorities. The 
present case highlights the need for such action. Thc 
Committee note that, pursuant to their observations Gov- 
ernment have issfled instructions to the organisations 
concernd The Comm'ttee would like to watch the imple- 
mentation of these instructims through future Audit 
Reports." 

1.72. In thek reply dater1 the 5th December, 1969, the Ministry 
of Defence have stated: 

"An Officer on Spe:ial Duty was appointed to investigate into 
and report a?, the circumstances leading to  the loss of the 
consignment in consultation with the Ministry of Trans- 
port and Shipping and the Ministry of Finance. On re- 
ceipt of the report of the Officer on Special Duty, a reply 
to the recommendations will be sent." 

1.73. The Committee observe that Government have instituted 
an enquiry intn the circumstances that led to a valuable consign- 
ment of aero-engines passing into unautfnorised hands. The Com- 
mittee would lik7 the enquiry to bo expeditiously completed and 
appropriate procedures to be devised, on the basis of the findings, 
to avoid recurrence of such instances. 

Loss due to de!oy in relense of fweign exchange-Pnragmph 5.60 
( S .  N o .  82). 

1.74. In paragraph 5.60, the Committee made the foIlowing ob- 
servation to emphasise the need to evolve a procedure by which 
foreign exchange was readily made available to meet the defence 
requirements out of commercial quota granted to a firm on which 
the order is placed: 

"The Committee are not hsppy that, it took nearly two years 
in this cask to settle the question of foreign exchange re- 



qulred for certain items of stores iridented for bi the Air 
Headquarters.' The delay resulted in a.i Fxt'fa ekpendi- 
ture of Rs. 56,000. The Committee note that the delay* 
most? mainly because the firm with whom the orders 
were placed was reluctant to provide the foreign exchange 
out of its commercial quota though the quota was intend- 
ed to cover Defence requirements also. This suggests 
the need for evolving satisfactory arrangements to ensure 
that uihere a quota is intended to cover Defence orders 
also, it is effectively made available for the execution of 
such orders. The Committee suggest that the matter be 
considered by the Ministry of Defence in consultation 
with. the Department of Supply and Director General, 
Technical Development and a satisfactory procedure work- 
ed out in this regard." 

1.75. In their reply dated the 4 3  December, 1969, the ~ i n i s t r a  
of Defence have stated: 

"T'he foreign exchange released to the Commercial Sector for 
common user items is intended to cover also the supplies 
against Defence orders. The supplier should, therefore, 
comply with Defence order without seeking extra fo~-eign 
exchange allocation. In acccrdance with that dec~s;on 
when the Director Genera' Sllyplies and D ~ s ~ c s &  ncgo- 
tiates an o r h r  on the Clvil Sector on behalf of Defence 
Ministry the assistance of Director General, Technical 
Developmeot o%cM concerned, or of the representative 
of the authority in-charge of import liccncing where neces- 
sary is to be obtained so that the supplier complies with 
the Defence order without release of an additional ex- 
change. Where, however, the firm is not agreeable ( meet 
the foreign exchange requircmcnt from out of its own 
quota for pumose of supplv of stores against Defence 
orders, an enforcement machinery has to be devised to 
ensure that the firm is compelled to do so. This question 
is under consideration, as suqgcsted bv the Public Ac- 
counts Committee, in consultation with the Department 
of Supply, Ministry of Finance, the Ministry bf lhdustr~al  
Development and Company Affairs, the Director General, 
Supplies and Disposals and the Director General, Techni- 
cal Dwelopment and further progress on this case will be 
reported to the Committee shortly." 



1.76. In the opinion of the Committee, when a exchanga 
quota given to the Commercial Sector is intended abe to eowr 
exchange reqairslnants addq out of Defence orders, it is imapor- 
tsnt to ensum that mc% orders are executed forthwitk If there us 
'any negotiations to be conducted about release of additional foreign 
exchange there a d d  be done after complying with the order, 
The C d t t e e  note that the question of devising suitable proce- 

. dures in this regard is engaging tbe attention of Government. The 
Committee would like the matter to be finalised expeditiouslg. 

Avoidable expenditure on three Sector Ope~ational Centres-Para- 
graph 5.85 (S. No. 86). 

1.77. In paragraph 5.85, the Committee made the following ob- 
servation regarding avoidable expenditure on three Sector Opera- 
tional Centres of Indian Air Force: 

"The Committee observe that work costing Rs. 14.26 lakhs 
was sanctioned between July-November, 1963 u n d e ~  the 
Emergency Works Procedure for improving the. opera- 
tional efaciency of three signal centres. The work, which 
commenced between May and September, 1964 was aban- 
doned between August-November, 1965 in view of new 
radar installations in the vicinity sanctioned in the mean- 
while. The new radar installations were sanctioned in 
June--October, 1964 by which time work on these three 
signal centres had either not started or, having started 
was in the preliminary stages. Besides, the proposal for 
these new installations would have been under considera- 
tion for some time before these were actually sanctioned. 
The Committee fail to understand why in the circums- 
tances, instructions could not be issued for immediate 
cessation of work on these signal centres. The failure to 
do so rendered an expenditure of Rs. 1.39 lakhs incurred on 
these centres on purchase of air-conditioning and other 
equipment (Rs. 86,000) Civil works (Rs. 26,000) and on 
construction of certain buildings (Rs. 27,000) infructuous] 
avoidable. The Committee would like Government to 
investigate whether there was any failure by the autho- 
rities concerned in effecting coordination." 

1.78. -In their reply dated the 3rd December, 1969, the Ministry of 
Defence have stated:, 

"The Sector Operational Cedtres at A. .'. . . ., B.. . . and C.. . . 
were already in existence at the time new radar stations 



were sanctioned. Air-conditioning to thew sectore had to 
be provided baause it was an essential item for their 
operation. Auwentation of air-conditioning was neces- - saiy ad the existing air-conditioning plants were in' use for 
more than seven years during which period they had to 
undergo extensive repairs or overhauls. The new radar 
stations were not likely to be operational till the third 
quarter of 1965 and it was, therefore, necessary to keep 
these SOCs fully operational till the radar stations m e  
up. Accordingly, sanctions for augmentation of air-con- 
ditioning of these SOCs were issued in 1963. The work 
services at A . .  . :commenced on 20th July, 1964, at B.. . . 
on 15th June, 1964 and at C. . . .on 18th May, 1984. The 
work services relating to alterations and additions to the 
buildings were soon completed and then the installation 
of the air-conditioning was to be done. It was expected 
that the entire work services including air-conditioning 
would be completed within 3-7 months, i.e., within the 
first quarter of 1965 after the commencement of the works. 
On scrutiny of the tenders it transpired that foreign ex- 
change would be required for air-conditioning plants as 
the indigenous equipments were much more expensive 
than the imported ones. It was, therefore, decided to 
import the foreign equipment for the purpose and hence 
the question of release of foreign exchange arose. How- 
ever, by the time the question of the release of foreign 
exchange required for these SCOs was sorted out, the new 
radar stations had come up satisfactorily, It was, there- 
fore, decided to foreclose the works services sanctioned 
at these Sector Operational Centres in 1963 as these were 
no longer required to operate in the vicinity of the new 
radar stations which would in addition discharge the func- 
tions done by these SCOs." 

"The matter has been thoroughly investigated and excepting 
that the. case was dealt with in a routine way, no evidence 
of any failure by the authorities concerned in effecting 
coordination has come to notice." 

1.79. While Government have admitted that this case "was dealt 
.with in a routine way", they have stated that there was no failure 
'by the authoritierr concerned in effecting co-ordination. The Cam- 
d t t e e  are not able to accept this' view. The work on' the Signal 



Centres was abandoned in August-November, 1965, about a year 
after it was started, in view of new radar installations which were 
sanctioned in the vicinity. According to Governmept's expectation6 
the new installations were expected to become "operational" in 
"the third quarter of 1965." Instructions were also issued in August( 
November, 1965 to stop further work on the Signal Centres. In 
view of this position, there was no justi6ication at all for Government 
to have released foreign exchange for the requirements of the Signal 
Centres and proceeded with the acquisition of imported equipment 
indented for the Centres. The data given in paras 5.77 and 5.81 of 
the Sixty-ninth Report (Fourth Lok Sabha) would show that the 
foreign exchange for the equipment required for these Signal Centres 
was released between May, 1965 and November, 1965 and that the 
imported equipments obtained were not utilised for the works. 
Clearly all this could not have occurred, unless there had been lack 
of co-ordination. 

1.80. The Committee would like Govcrnrnent in the light of this 
position to re-examine the case for fixing responsibility for tho 
failures that occurred. Expeditious action should also be taken to 
put the equipment to w. 



CHAPTER 11 

. &ECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendations 

The Committee recognise that for various reasons the country 
will stand committed to a substantial outlay on the Defence effort in 
the years to come. This lends importance all the more to the neces- 
sity to plan the outlay judiciously and economically. The Committee 
would like to commend in this connection the following lines of 
approach: 

( i )  The Armed Forces will have to be provided with greater 
fire power and the equipment policy in this respect will 
have to take note of the rapid changes in technology 
that are occurring. However, before new equipment is 
accepted for use, it will be necessary to  recognise that i t  
will have to be tested intensively in Indian conditions 
and that the forces will have to be trained in its use. 

(ii) Equipment for the Armed Forces is not to be viewed as 
an item in itself; it is part of a system. Before its addi- 
tion to the armoury is considered, it will have to be 
examined whether it will add to the complexity and 
cost of maintenance. A multiplicity of types will un- 
doubtedly complicate the problem of maintenance. 

(iii) The provision of new types of equipment will have to 
take into account the need to provide a ready bank of 
spares, based on a realistic assessment of requirements 
w also the need to train the maintenance staff thoroughly 
in repair and maintenance jobs. 

(iv) Before new equipment is introduced, there should be a 
careful examinstion of its merits vis-a-vis existing equip- 
ment and of its suitability for tasks ahead in the light 
of existing knowledge and expertise. Equipment which 
may cease to be considered suitable for frontline troops 
may have to be kept in reserve for Reserve Forces in the 
secondary sectors which may have to be mobilised in an 
emergency. 



~(v) Rationalisation of demand and standardisation of some- 
what similar articles required by different Services might '' 

help to make the programme of production economic. 

The foregoing considerations illustrate the need for an integrat- 
e d  approach to the problem of equipping the Armed Forces. The 
experience of some other countries indicates that such an approach 
to  problems has been considerably facilitated by the introduction 
of the Planning-Programming-Budgetting system. The Committee 
would like it to be examined how such a system could be of assis- 
tance in effecting better co-ordination and implementation of 
Defence plans. 

[Sl. Nos. I & 2 (Para 1.4 and 1.5) of Appendix IV to 69th Report 
(4th Lok Sabha)]. 

Action taken 

Recmnmendation No. 1. 

The recommendation of the Public Accounts Committee has been 
noted. The approach recommended by the Committee is in broad 
conformity with the thinking of the Ministry of Defence. For 
keeping pace with modern technological developments in the 
Defence field and for meeting the changing nature of threats to h e  
security of the country, new equipments have to be introduced, from 
time to time. Every effort is being made to develop indigenously 
equipments which meet our special needs, test them extensively 
and then productionise and introduce them. This reduces our 
dependence upon foreign sources and enables proper training of 
the Forces before large scale introduction of equipment. Neverthe- 
less, certain types of equipment have necessarily to be imported, 
from time to time. Even in respect of such equipments, every 
effort is made to obtain samples for intensive tests under Indian 
conditions prior to bulk procurement. This procedure cannot, how- 
ever, be adopted in all cases and it becomes necessary, in certain 
cases, to decide upon introduction of an imported item, based on 
tests carried out in the country of origin by our technical personnel. 
The need for avoiding multiplicity of types (which results in 
increased difficulties in maintenance and training) is fully recog- 
nised and every possible effort is being made to standardise the 
requirements of similar items by the Defence Services and to 
rationalise their demand for achieving more economic production. 
The concept of cost effectiveness is also being applied to the extent 
possible in important cases of introduction of new equipment by 



w s s i n g  the merits of the new equipment to fulfil tbe desired ob- 
jective as compared to the existing equipment and the other alter- 
natives available. : &\ 

The need for introducing the concept of Planning-Programming- 
Budgetting System (PPBS) has been recognised. Normal budget- 
ting system which can look for only a year's programme has been 
supplemented by a time dimension of five years 'Roll on plan'. 
Actual performance against the annual targets set out in the Defence 
Plan will be review periodically and also specifically at the time of 
.he annual "roll on" review. To the extent necessary, the Plan 
vill be backed by drawing up detailed Budgets, for each major 
egment of activitylprogramme. The Planning Organisation of the 
' h i s t r y  of Defence has been strengthened with this end in view. 
!%e identification of programme, the installation of works manage- 
nent, the application of performance standard, the establishment 

of record keeping on functional lines and an integration of budget- 
ting and accounting classifications are steps which require urgent 
consideration. Introduction of Planning-Programming-Budgetting 
System (PPBS) in Defence will be kept under review and necessary 
measures taken in due course for gradual application of the PPBS 
and the Systems Analysis concepts in a phased manner t o  Defence 
management. 

Tn periodical reviews and in working out the performance plans, 
Ministry of Finance (Defence) will be fully associated. 

DADS has seen. 

[Ministry of Defence File No. F. 11 (6) J69/D(Budget), dated 15-12- 
19691. 

Recommendations 

The Committee cannot too strongly emphasise the need to effect 
economies in Defence expenditure consistently with the require- 
ments of security. While they are happy to learn that economies of 
the order of Rs. 52 crores were effected last year, they are of 
the view that a systematic exercise will have to be conducted cover- 
ing distinct areas of logistics management in a phased manner. Thc 
aim should be producing in the country what we need, buying what 
we cannot produce, "buying at the lowest sound price" and "reducing 
operational costs". The Committee would like in this connection 
to commend the suggestions made in the Report of the Team of 
OfHcers who visited the United States of America for the introduc- 



tion of a phased programme of cost effectiv~ness. For this purpose, 
i t  is imperative that training facilities in different branches in 
management and cost effectiveness techniques are s u i w l y  and 
speedily augmented. 

A basic factor in any cost effectiveness progrgmme would be 
computerisation. The Committee would like the Ministry in this 
connection to expedite progress on the pilot project study on inven- 
tory control through electronic data processing system which was 
introduced in the Central Ordnance Depot, Delhi Cantt. last year. 
The aim should be to extend this facility expeditiously to other 
centres in the light of experience gathered. 

[Sl. Nos. 3 & 4 (Paras 1.12 and 1.13) of Appendix IV to 69th Re- 
port of the Public Accounts f hnd t k  (4th Lok Sabha)]. 

Actlon taken 

Recommendation No. 3. 

The need for effecting economies in Defence expenditure has 
been recognised and it has been undertaken by the three Services 
as a continuous exercise. Apart from continuous review of man- 
power requirements, establishments, war wastage reserves, inven- 
tory of stores and rationalisation of ration scales, and logistic 
arrangements, etc. in which sizeable economies have been achieved, 
the wider aspect of economy related to better and more efficient 
management methods and application of the techniques of cost 
effectiveness is also receiving increasing attention. A Work Study 
Cell under the centralised control of Army Headquarters is already 
functioning and a similar cell in the Air Headquarters is being set 
up. These Cells will undertake studies in distinct areas in a phased 
manner: certain studies by the Work Study Cell in Army Head- 
quarters have already been completed which will result in notice- 
able economies. These Cells will be suitably strengthened to apply 
the techniques of cost effectiveness to Defence spending, after 
adequately trained personnel are available. A beginning for the 
training of personnel has already been made and a batch of about 
20 officers, drawn from the three Services, Departments of Defence 
Production and Defence Supplies and the Ministry of Finance 
(Defence) has been imparted preliminary training in cost effective- 
ness and systems management by the Institute for Defence Studies 
and Analysis, New Delhi. Similar courses are proposed to be or- 
ganised to traln more oPAcers. After receiving this preliminary 
training, selected of%cers are proposed to be deputed to USA for 



advanced training in specific branches of systems management and 
&st efPectiveness. 

Recommendation No. 4. 

The recompendation of the Public Accounts Committee to ex- 
pedite progress on the Pilot Project Study on inventory control 
through Electronic Data Processing System in the COD, Delhi Cantt. 
has been brought to the notice of Army Headquarters and they 
have been advised to expedite progress of the Study. The question 
of extending computer applications in the three Services has also 
been examined. Army Headquarters have drawn up a 10 Year Plan 
for computerisation. This Plan was examined by a Committee 
under the Chairmanship of the Scientific Adviser and the first part 
of the Plan covering the next 3-4 years has been sanctioned. The 
installation of a computer exclusively for Army use is being disl 
cussed with the Department of Statistics. Similarly, the Air Force 
plan of computerisation for the next 3-4 years has been sanctioned 
and in this case, the computer facilities at the Ramakrishnapuram 
Centre run by the Department of Statistics would be used. The 
main requirements of the Navy for computers is at the Naval Dock- 
yard, Bombay, where a new computer is proposed to be installed. 
These measures will lead to better utilisation of stores and various 
repair establishments, and should result in the reduction of inven- 
tories. 

DADS has seen. 

[Ministry of Defence File No. F.ll(7) 1691D (Budget), dated 20-11- 
19691. 

Recommendations 

The Committee are glad to observe that both the Ministry of 
Defence and the Department of Defence Production are alive to the 
need to make the country sell-reliant in the matter of armaments 
and equipment required by our Armed Forces. However, as stated 
by the Defence Secretary, "We have yet to go a long way before it 
is possible to attain the comparative self-sufficiency which it is pos- 
sible to attain!' 

In the Committee opinion, the development of indigenous pro- 
duction of items required by the Armed Forces is a crucial factor 
in Defence preparedness. There is, therefore, need to pool the 
production resources available both in Governmental as well as the 
private sector and to enlist the assistance of skills and capacities 



that the private sector offers, particularly in the engineering and 
chemical industries. 

In the Committee's view, this requires the formulation of rt 
carefully prepared industrial mobilisation plan in liaison with the 
trade and with assistance to Industry to enable them to familiarise 
themselves with the techniques of production and quality control 
that would meet Defence requirements. 

[Sl. Nos. 5 and 6, Appendix IV, Paras 1.19 and 1.20 of the 69th 
Report of the Public Accounts Committee (1068-69) (Fourth Lok 
Sabha) 1. 

Action taken 
The above recommendations have been carefully considered by 

the Ministry of Defence. Increasing efforts are being made to 
achieve self-sufficiency in the Defence Sector as detailed below: 

(a) In September 1965, a detailed study was made by the 
Department of Defence Production of the fields in which 
the National Fourth Five Year Plan could be resriented 
to strengthen the Defence Production base. The major 
fields covered by this study related to import substitu- 
tion with special application to raw materials and semi- 
processed items;- special steels, ferrous and non-ferrous 
alloys required by Defence industries; exploitation of 
mineral wealth with higher priority to strategic metals; 
special arrangements for making effective use of the 
available capacity in' the private firms for the manufac- 
ture of components of arms and ammunition, components 
of vehicles, tractors and tanks and aircraft general 
standard parts and spare parts; establishment of a vide 
industrial base for electronic equipment and components 
and development of the ship-building ancillary indus- 
tries, particularly main and special weld pipes to meet 
the requirements of defence. Following acceptance of 
this report, 9 Technical Study Groups were set up under 
the Planning Commission to re-orient the Fourth Five 
Year Plan to meet the Defence requirements moie ade- 
quately by indigenous production. Recommendations of 
these Study Groups are being followed up bv the adrni- 
dstrative Ministries concerned with reference to the 
revised Fourth Plan period. Steps have been taken by 
the Department of Industrial Development and the 
Atomic Energy Commission to develop or augment the 
production of certain strategic raw materiab based on 



these studies. Manufacture of some important special 
steels is also being underlaken by the Steel Plants in the 
Civil Sector. These efforts will contribute further in 
mobilising the potential of the civil industry to meet 
Deferfce requirements. 

(b) Under the Industrial Policy Resolution of the Govern- 
ment, production of armaments and defence equipment 
has been entrusted exclusively to the public sector. How- 
ever, within the framework of this policy, continuous 
efforts are being made by the Ordnance Factories and 
particularly by the Department of Defence Supplies to 
utilise the capacity of the private sector for indigenous 
production of components, spare parts, etc., by enlisting 
in an increasing measure the capacities which the pri- 
vate sector can offer in meeting the defence requirements, 
For this purpose, technical guidance and special assis- 
tance in the procurement of scarce raw materials are 
given to the civil industries. Upto the end of September 
1969, orders for a total number of 350 items on the pub- 
lic sector and 2,541 items on the private sector valued at 
Rs. 33.37 crores were placed by the Department of 
Defence Supplies after establishing indigenous sources of 
production. Supplies against these orders materialised in 
full or part for 2.959 items valued at Rs. 3.37 crores. 
Some of the sophisticated items of equipment for which 
supplies have started are: Tripod Mountings for 7.62 mm 
MMGs; Director No. 7; 20-Ton Trailers; Theodolite 
Baloon; Electric Welding Trailers: Shock Absorbers of 
Centurion Tanks; Gear Boxes for Nissan vehicles; Bomb 
bodies and Tail Units for 81 mm Bombs; Servicing Trailers 
and Gas Welding Trailers. Continuous efforts are being 
madr to develop other important items in the private sec- 
tor. These include components and assemblies of Nissan 
and Shaktiman vehicles, a large number of items of 
Vijayanta tanks; submarine bstteries and medium-size 
crash fire tenders for airfields. For these items, there 
will be long-term demands. The Department of Defence 
Supplies has also been made responsible for the develop- 
ment of electronics industry in the country. 

(c) It has been decided that after an item has been success- 
fully established in the trade and deliveries completed, a 
full account of the drawings, documents, dyes and 
machines pertaining to these items would be maintained 



and the skills of production will be kept alive by main- 
taining trickle production where considered necessary. 

2. It  will be seen that within the scope of the present industrial 
policy the capacity of the private sector is proposed to be  utilised 
extensively in the matter of production and impogt substitution of 
components, spare parts, etc. Substantial contribution to the defence 
production efforts in the immediate future is expected to be made 
by the Civil Public Sector Undertakings, which have set up consi- 
derable engineering capacity in many fields, e.g.,, H.E.C., Ranchi, 
M.A.M.C., Durgapur, B.H.E.L., Hardwar and Tiruchirapalli, etc. 
When a wide industrial base is established for the manufacture of 
defence equipment, mobilisation in an emergency will be greatly 
facilitated. 

3. For examining in detail the further areas in which industrial 
mobilisation can be effected in pursuance of the recommendation 
of the Committee and within the scope of the present industrial 
policy, a Committee has been constituted by the Defence Ministry 
to make a detailed technical assessment of the extent and manner 
in which the civil capacity both in the public and private sectors 
can be further mobilised. This Committee will also review the 
quantum of reserves held with the Services in preparation for the 
War, which would take into account the lead time for effective sup- 
plies to be made from new production after the commencement of 
operations. This Committee will consist of a Joint Secretary each 
from the Departments of Defence, Defence Production and Defence 
Supplies, the Director General of Ordnance Factories (or his rep 
resentative) and the Director General of Inspection. 

[Ministry of Defence File No. F.ll(8) 169 ID (Budget), dated 
5-12-1969]. 
I 

Recommendation 
No less important is the need to encourage research in  indigenous 

design and indigenous manufacture so that weapons and sys- 
tems which are  suited to Indian conditions are developed in 
the national interest. 

[S. No. 7 of Appendix IT7 of the 69th Report of the Public Accounts 
Committee (4th Lok Sabha) 1. 

Action taken 
The need for making the country self-reliant in Defence e q u i p  

ment and of providing scientific s u ~ ~ o r t  to the Armed Forces hm 
been recomised ever since independence. With this In view, the 



Defence Science Organisation was set up in a nucleus form in 1968 
and a further major reorganisation was effected in 1958 when the 
h e a r c h  and Development Organisation came into being in its pre- 
sent form, by amalgamating the Defence Science Organisation with 
the erstwhile Technical Development Establishments. From a 
handful of laboratories in 1958 with very meagre facilities for Re- 
search and Development work, the organisation has grown into 30 
establishmentsllaboratories embracing practically all the scientific 
and  technological disciplines of Defence interest. Considerable 
competence and facilities have been established at these establish- 
ments, towards design and development of indigenous weapons and 
equipment for the Armed Forces. However, in some of the more 
sophisticated fields like missiles, aeronautics and naval research, 
in view of the complexity and large outlays involved, some leeway 
has still to be made good to attain the necessary take-off level. The 
implementation of the recommendations of the Aeronautics Com- 
mittee set up by the Government in November, 1967 is expected to 
go a long way in establishing the desired facilities in the fields of 
aeronautics and missiles. Build up of competence in the field of 
naval research is also being progressed with all speed and Govern- 
ment has recently sanctioned in February. 1969 the setting up of 
a Naval Science and Technological Laboratory for sophisticated 
nayal Research and Development work. 

2. During the short span of existence Research and Develop 
ment Organisation has made significant contribution towards the 
design and development of equipment some of which has even gone 
into bulk production. The organisation has also developed indi- 
genous substitutes for imported materials~components and has pro- 
vided valuable assistance to the production agencies in evolving 
indigenous substitutes in cases where production is undertaken 
with imported know-how. Production development of a number of 
defence items has, where possible, also been entrusted to the Pri- 
vate Sector industry with a view to diversify the defence produc- 
,tion base. 

3. D.A.D.SI has seen. 

[Ministry of Defence File No. F.ll(ll)I69lD(Budget), dated 
18-10-1969l. 

Recommendation 

The Committee also consider that Ordnance Factories should 
concentrate on producing vital and critical items for which capa- 
city is either not available or can not be established in the  civil 



sector for various reasons, leaving it to the trade to supply common 
user items for civil and defence purposes. 

[Sl. No. 11 (Para No. 1.35) of Appendix iV to PAC's 89th Report 
(4th Lok Sabha)]. 

Action taken 

While the Ordnance Factories are concentrating on producing 
vital and critical items, the guiding policy in the matter of utilisa- 
tion of Civil Sector for common user items is as follows: 

(a) The qapacity in the Civil Sector outside the Defence 
Production units csn be utilised as far as possible sub- 
ject to the clarification that this should not be a t  the 
cost sf rendering Ordnance Factories' capacity idle; and 

(b) To the extent production in the Defence Sector Under- 
taking is not adequate to meet the. requirements of the 
Services, orders may be diverted to Civil Sector to 
meet them. 

[Ministry of Defence File No. 26(2) /69jD(Prod-Admin.), dated 
4-12-1969]. 

Becommendation 

The Committee can hardly over-emphasise the importance of 
advance planning and programming of production in Ordnance 
Factories with a view to ensuring utilisation of assets both of men 
and machines in a most efficient manner. They note that the Depart- 
ment of Defence Production has recently initiated steps in this direc- 
tion in the light of the recommendations made by a study team 
which was set up in pursuance of the recommendations contained 
in the Sixteenth and Nineteenth Reports of Public Accounts Com- 
mittee last year. 

[Sl. No. 1 2  (Para No. 1.42) of Appendix IV to PAC's 69th Report 
(4th Lok Sabha)]. 

Action taken 
DGOF has already accepted the recommendations made by the 

study team with slight modification. Work is in progress for corn- 
piling centralised production programme for Ordnance ammunition 
and general stores items that are being produced in various 
Ordnance Factories. As the work involves reallocation of certain 
amount of responsibilities from the Production Sections in DC&F 



a%., this will require a gradual evolvement of the system, action 
i o r  which is in hand. 

D A D S ,  has seen. 
[Ministry $f Defence File No: 4(1)169)D (Rod.), dated 26-11- 

lass.] 

Recommendation 

The Committee would like in this connection to draw attention 
to their observations in their Fifty-Second Report (Fourth Lok 
Sabha) where they have suggested that while allocating the work- 
load the production cost factor should be kept continuously in view. 
Better programming could be achieved by the use of computer faci- 
lities which have been made available to the Director General, 
Ordnance Factories in 1964. It  is also essential that sustained efforts 
should be made to achieve quality control and minirnise rejection 
occurring at present on a fairly large scale both during production 
as well as in the course of inspection. 

[SI, No. 13 (Para 1.43) of Appendix IV to PAC's 69th Report (4th 
Lok Sabha)]. 

Action taken 
As indicated in the reply with reference to recommendation of 

the PAC S1. No. 3 of the Fifty-Second Report, due care is being 
taken, at the time of alIocation of orders among different Ordnance 
Factories to keep the cost factor in view. It  may be mentioned that 
cost is, however, not the only criterion in allocating orders between 
the Ordnance Factories. DGOF has to provide adequate workload 
to Factories even where the cost is slightly higher in one factory as 
compared to another, to avoid idle time booking and discontentment 
of labour. Again, urgency of requirements and capacity of the indi- 
vidual factories to adhere to the time-schedule of supply required by 
the indentors have also to be kept in view. 

As regards utilisation of computer facilities the data processing 
section of the DGOF is already working out and collecting data for 
introducing centralised material planning as well as centralised 
production programme. 

As regards measures to achieve quality control, the recommenda- 
tion of the PAC is noted and the quality control in various Ordnance 
Factories is being systematically pursued towards this end. 
D.A.D.S. has seen. 
ministry of Defence F. No. PC to 4(1)]691D(Prod), dated 

4-12-1989]. 



Becommendations 

The Committee are not happy that such gross over-provisioning 
should have occurred. As would be evident from the findings in 
the later section of this Report, there was on the one hand a ten- 
to overpitch the requirements and on the other hand an omisdtion to 
collect certain basic data regarding actual consumptionIwastage/ 
retrievals as a preliminary to the placing of orders. 

While the Committee are fully conscious of the fact that these 
cases occurred at a time when the security of the country was at  
stake, they feel that the omission to take certain elementary 
neasures calls for a high level review of the provisioning procedure 
or the three Services. The Committee, therefore, suggest that 
Sovernment appoint a Committee comprising of senior officers 
drawn from the three Services as well as from the Ministry of 
DefencelFinance (Defence) with a view to laying down proper 
guidelines for provisioning and for evolving a suitable machinery 
for keeping a continuous watch on the utilisation of stores so as to 
ensure that provisioning is done more realistically in future and that 
wastages are avoided. 

The Committee have earlier in this Report recommended a high 
level review of provisioning procedures for the Services so that the 
system could be effectively streamlined. The Committee would like 
Government to take an early action on this recommendation. 

[S. Nos. 14, 15 and 47, Appendix IV, Paras 1.49, 1.50 and 3.79 of the 
69th Report of Public Accounts Committee, (Fourth Lok Sabha)]. 

Action taken. 

The circumstances in which the over~provisioning had occurred 
in the cases referred to in paras 7 to 10 of the Audit Report (Defence 
Services) 1968 have been already explained in detail to the Public 
Accounts Committee. The views expressed by the Public Accounts 
Committee have, however, been noted. 

The need for a high level review of the provisioning procedure in 
the three Services as suggested by the Public Accounts Committee is 
fully appreciated. The Government has already taken action in this 
direction. 

Based on recommendations of the Ministry of Defence Provision- 
ing Committee an Inter-Services Provisioning Sub-Committee was 
appointed by the Ministry of Defence in December, 1964, which 
included the representatives of the three Services, Departnment of 



) Defence Production, Ministry of Finance (Defence) and Ministry of 
Defence. The DGS&D was also associated with this Sub-Committee. 
The composition and terms of reference of the Committee are indi- 
cated in 'Appendix 'A'. The Report of the Inter-Services Provision- 
ing Sub-Committee was submitted to the Gover,nment in 1968 and is 
under consideration. Meanwhile, a Technical Study Group has been 
appointed under the Chairmanship of Lt. Gen. R.S. Paintal (Retd.) 
which consists of senior and experienced Members of Army Head- 
quarters. This Technical Study Group is being assisted by a firm of 
Industrial and Material Management Consultants (Messrs. A. R. 
Palit & Co.), who are acting as Consultants to this Study Group. The 
report of this Technical Study Group is due by the end of April, 
1970. The recommendations of the Provisioning Sub-Committee and 
that of the above Technical Study Group assisted by the Consultants 
are expected to be considered by the Government towards the middle 
of 1970. 

On the Air Force side, the Administrative Staff College, Hydera- 
bad were engaged by IAF for advice in regard to the organisation of 
the overhaul effort for certain range of items. In the course of this 
Study, they also Iooked into the system of provisioning and position- 
ing of spares in IAF. Their PreJiminary Report has been received 
and is under consideration in Air Heapquarters. The responsibility 
for provisioning of maintenance and overhaul spares for the Aircraft 
manufactured as also the Aircraft maintenance]overhauled by HAL 
is in the process of being transferred from Air Headquarters to the. 
Hindustan Aeronautics Ltd. In this connection, Hindustan Aero- 
nautics Ltd. have engaged the Institute of Management, Ahmeda- 
bad, to advise them on the manner in which these responsibilities 
can be carried out in the best possible manner after taking into 
account the. modern management mfthods for inventory control and 
provisioning of spares. A Team of the Institute of Management, 
Ahmedabad, has visited a number of Air Force Establishments to 
assess the present procedures for provisioning, stocking and issue of 
spares for maintenanceloverhaul purposes. Their Report is yet to 
be considered. 

In addition to the above, a High Level Inter-Services Working 
Group was appointed in September, 1968 under the Chairmanship 
of Additional Secretary to go into the question of the reduction in 
the War Wastage Reserves for Category 'B' Stores (General Stores, 



trtlothing, Spares, Ancillary and connected Equipments) . The report 
of the Working Group is still awaited. 

I t  will thus be seen from the above that the question of review 
of the existing provisioning procedures and the level of Reserves 
has been engaging the attention of the Defence Ministry and a 
number of studies are in progress at  present, which are expected to 
streamline the existing provisioning procedures. 

[Ministry of Defence File No. I1 (19) 1691 I (Budget), dated 
29-1 1-69]. 

The Committee note that in Britain no centralised purchase 
agency exists and that each Ministryl'Department is free to make its 
own purchases (excluding Aircraft and their spares). Inter-depart- 
mental consultations, however, do take place in regard to the pur- 
chase of items of a similar nature. While the Committee concede 
that the existing arrangements for procurement of Defence Stores 
in India throgh a centralised agency, viz.. the Department of Supply 
(Director General, Supplies and Disposals), might be of advantage 
in the interests of economy, they do wish to emphasise that while 
catering to Defence requirements time is of the essence of the matter. 
Government should, therefore, devise a machinery which would 
ensure the procurement of high priority operational items with the 
least possible delay. The Committee consider that one method of 
doing this would be to set up a high level Standing Committee con- 
sisting of the representatives of the Department of Supply, the 
Ministry of DefenceIFinance (Defence), Department of Defence 
Production and Department of Defence Supplies to act as a clearing 
house for  indents of this nature so that in appropriate cases they 
could give authority for direct procurement to save time. 

[Sl. No. 16 (para 1.54) of Appendix IV to the 69th Report of the 
Public Accounts Committee (4th h k  Sabha)-1968-691. 

Action taken 

The Committee's observation that the existing arrangements for 
the procurement of Defence stores in India through a centralised 
agency namely, the Department of Supply (Director General, S u p  
plies & Disposals) are of advantage in the interest of economy, have 
been noted. Regarding improved arrangements, to ensure the 
procurement of high priority operational items with the least 



pwdble ddey, it may be mentioned that these items we review& 
the periodical critical review meetings taken by the Director C3enetJ 
(Supplies & Disposals). Further, when occasions arise, Coordination 
Committea mvtings under the, chairmanship of Secretary, Depart 
ment of Supply are also held to discuss the difliculties of the Defence 
indentors. The recommendation made by the Public Accounts 
Cbmmittee that a high level Standing Committee consisting of the 
representatives of the Department of Supply, Ministry of Defence. 
Ministry of Finance (Defence), Department of Defence Production 
and Department of Defence Supplies should be set up, is also under 
active consideration in the Ministry of Defence (Department of 
Defence) in consultation with the Ministry of Supply, Department 
of Defence Production and the Department of Defence Supplies and 
the decision in this regard would be sent as soon as possible. 

[Ministry of Defence File No. F. 12(2)l69lD(O. I), dated 4-12-1969]. 
Recommendation 

The Committee observe that as a result of the measures taken 
by the Ministry during the past year considerable progress has been 
made in the disposal of surpluslobsolete stores. The Committee, 
however, find that the value of stores ye.t to be examined by the 
Inter-Services Technical Team has doubled from Rs. 3.14 crores as 
on 30th April 1967 to Rs. 6.42 crores as on 30th April 1968. The 
Committee, therefore, urge the Ministry to pursue vigorously its 
efforts to accelerate the pace of examination and disposal of these 
stores. So far as the disposal of MT spares is concerned, the Com- 
mittee would like the Ministry to issue necessary instructions to the 
Depot Commanders to have them segregated make-wise, expedi- 
tiously, so that their disposal is facilitated and better value is 
obtained. 

[S. No. 17 (Para 1.62) Appendix IV to PAC's 69th Report ( ~ o u r t h  
Lok Sabha) 196869.1 

Action taken 
The observations of the PAC are noted for compliance. It may, 

however, be mentioned that the value of stores to be examined by' 
the ISTT as on 31-7-69 was Rs. 0.54 crores only. 

2. Necessary instructions have been issued to the Defence Services 
authorities vide this Ministry's U.O. No. 2 (11) !69\60381D (0-11), dated 
the 27th August 1969 (copy attached). 

3. So far as PlTT spares is concerned, according to the existing 
practice, &IT spares of different makes and types according to the 

3104 (Ai) L S a O  



origin of vehicles are already kept segregated in variow Depabc 
While declaring the same on DG&D forms, indication of makm aatl 
types of MT spares as well as Section, Catalogue and Part No. arc 
given thereon. The DG%D forms are prepared separately fort 
different makes.   he Army H.Q. have, however, been' again advised 
to ensure that the Depot Commanders are duly instructed to comply 
with the recommendations of Public Accounts Committee in tws 
respect. 

4. DADS has seen. 

[Ministry of Defence File No. F. 11(2)/69jD (Budget), dated 
10-9-19691, 

Ministry of Defence-D(0-11) 

Subject: Disposal of surplus Defence stores, 

The necessity for keeping a constant watch over such s u r p l w  
as cannot be utilised in any manner and arranging disposal of such 
stores promptly has been impressed on all concerned from time to 
time. 

2. In their 69th Report (4th Lok Sabha) the Public Accounts 
Committee have remarked as follows:- 

"The Committee observe that as a result of the measures taken 
by the Ministry during the past year considerable progress 
has been made in the disposal of surplusjobsolete stores. 
The Committee, however, find that the value of stores yet 
to be examined by the Inter-Services Technical Team has 
doubled from Rs. 3.14 crores as on 30th April 1967 to 
Rs. 6.42 crores as on 30th April 1968. The Committee, there- 
fore, urge the Ministry to pursue vigorously its efforts to 
accelerate the pace of examination and disposal of these 
stores. So far as the disposal of MT spares is concerned, 
the Committee would like the Ministry to issue necessary 
instructions to the Depot Commanders to have them 
segregated make-wise, expeditiously, so that their disposal 
is facilitated and better value is obtained." 

3. MGO Branch are, therefore, requested to stress on the Tech- 
nical Team the need to pursue vigorous efforts in order to clear 
promptly all backlog keeping in mind the observations of the Public 
Accounts Committee in this regard. The Stockholders may also be 
advised to ensure that action is promptly taken to dispose of such 



surplus stores as soon as they are cleared by the Technical Team 

4 it is didL requested that in respect of MT s p a m ,  Depot Com- 
i r h d e r s  be i n s h c t e d  to ensure that these spares a re  kept segregat- 
ed makewise in a c c o r d a h  with existing procedure. 

5. Necessary instructidns may please be issued to all concerned 
accordingly under intimation to this Ministry. 

(T. Jacob) 
Under Secretary. 

MGO BranchlMG (C) 
E-in-C's BranchjE3DIS 
DGAFMSIDGZD 
DGOF 
Air Headquarters (Dte of EquipmentlE-21) 
Naval Headquarters (Stores Directorate) 
M of D U.O. No. 2(11) )69]6038)D(O)-11), dated the 27th August, 1960. 

Copy t0:- 

QMG's BranchIQlA 
D(QS), D(W-I), D(Air-IV), D (N-1,) D(Prod). D(Med). 

Recommendations 

The increasing incidence of surpluses raises a question whether 
the existing techniques of inventory control and management are 
effective. The Committee would like in this connection to draw 
attention to their observations in their 53rd Report about the need 
to rationalise the existing techniques and to introduce modem 
methods of provisioning and stores control. 

[Sl. No. 18 of Appendix IV to the 69th Report of the Public 
Accounts Committee (4th Lok Sabha)-1968-691. 

The Committee hope that the work on the pilot project study on 
inventory control in the Central Ordnance Depot, Delhi Cantt., will 
be speeded up. In the light of the results of the pilot study, Gov- 
ernment may also consider the extension of the systems to other 
Defence Depots in the interests of rationalisation and economy 
through modern techniques of provisioning and stores control. 

[Sl. No. 3 of Appendix I1 to the 53rd Report of the Public 
Accounts Committee (4th Lok Sabha)-1968891. 



Action taicen 

The recommendations made by the Public Accounts Cormaittm 
have been brought to the notice of Army Headquarters; the latter 
have been requested to take concerted steps to e x p q t e  completion 
of the Pilot Project Study on inventory control based on Electronic 
Data Processing System being undertaken at  #e Central Ordnance 
Depot, Delhi Cantt. 

2. Vide the Defence Ministry's note No. 12(2)j68(D(O-I) dated 
19-121968, the Public Accounts Committee were informed of the 
progress made a n  the Pilot Project Study. Further progress of this 
Project is indicated in the statement attached as 'Annexure A' to 
this note. 

[Ministry of Defence File No. l2(5) /691D (0-1) , dated 4-12-69]. 

ANNEXURE 'A' 
Statement Indicating the Progress made on the Pilot Projeict Study 
on inventory Control Based on Electronic Data processing system 
being Undertaken at Zhe Central Ordnance Depot, Delhi Cantt. 

The Pilot Project Study on inventory control in the Central 
Ordnance Depot, Delhi Cantt. based on EDPS was sanctioned by the 
Government on 22nd May 1968. The progress so far made on this 
Project is indicated in the subsequent paragraphs. 

2. Equipment. Punch Cards, Stationery and Forms and Speciar 
Furniture. 

A contract for hiring of six input punched card machines was 
placed on Mjs International Computors (India) Private Ltd., New 
Delhi on 25th November 1968. Two machines were installed by the 
firm on 21st March 1969 and the other 4 are expected to be installed 
shortly. These 4 machines are required only at the data conversion 
stage to commence in the near future. 

3. The requirements of the punch cards for one year have been 
received from the firm against supply orders placed on them. 

4. The following EDP forms have been designed, flnalised and 
printed in the COD Delhi Cantt. Press:- 

(i) DOS-EDP-001 COBOL Programming Fonn 
(ii) DOSEDP-002 Report Layout Form 
(iii) DOSEDP-003 Card Layout Form 



(iv) DOS-EDP-004 Magnetic Tape Layout Form 
(v) DOSEDP-005 System Flow Chart Form 
(vi) DWEDP-006 Programme Flow Chart Form 
(vii) DOSXDP-007 Multi-purpose Coding Sheet. 

5. Itmu of special furniture required have been recerved and 
installed. 

1 ,  

Accommodation for the Project 
6. The work relating to additionslalterations in the building was 

completed in March 1969 and the accommodation for the project has 
since been occupied. 
Stafl 

(a) Direct Employees 
(i) Pragramme Assistants 

Two Progamme Assistants for the Project have been 
selected on 13-11-1969 (or appointment. 

(ii) Key Punching Operators and Verifiers 
Two Key Punching Operators and Verifiers have been rec- 

ruited to work on the two machines already installed. 
The remaining 4 Key Punching Operators and Vcrifc:; 
would be recruited after the remaining 4 machines have 
been received and installed. 

(b) Department Employees 
The present EDP Team in the Central Ordnance Depot, Delhi 

Cantt. comprises the following ofllcers, JCOs and NCOs, 
who have been made available for this special commit- 
ment from within the existing Ordnance establishment 
without any extra authorisation:- 

(i) Officer-in-Charge . . One Service M c e r  of the rank 
of Major. 

(ii) Members . . 3 Service Omcers of the rank of 
MajorICapt. 

(iii) JCO .. 1. 
(iv) NCOs. . . 5. 

Progress of study 
(a) System Analysis 

The Pilot Roject Study has entered Phase I and system ana- 
lysis of the undermentioned procedures has been com- 



(i) Issue Procedure 
(ii) Receipt Procedure 
(iii) stock-taking h c e d u r e  
(iv) Duessut 'i&&& 
(v) Disposal Stock Procedure 

(vi) Provision Procedure 
(vii) Local Purchase Procedure 
(viii) Pricing of Payment Vouchers and Dispersal Procedyre. 

System Analysis of Master Part Indices and Cataloguing Proce- 
dures is at present being undertaken. 

(b) System Design 

To ensure a smooth flow of work and planned integration of 
all automated systems, block by bloqh, concp-rgnt to the 
system analysis system design prograrnrning,wprk has also 
been undertaken by the'EDP Team. The design system of 
Receipts and Issue Procedures has been completed. The 
computer runs for these procedures have also been 
designed 

15 Programmes on Receipt Procedures and two programmes 
on Issue Procedures have been written and are now being 
tested at R. K. Purarn Computer Centre. The total prog- 
rammes needed for entire automation are estimated to , I 
number approximately 300. 

Utilisation of Cmnpzitrr Tinw at the Computer Centre, R.  K .  P u r a n ~  

7. Computer time and the tapes as per Army requirements are 
not being met by the R. K. Puram Computer Centre. This aspect 
has been taken up with the Director of Computer Centre with a view 
to finding out ways and means of accommodating the Army's heavy 
requirements as work progresses in the Pilot Project Study being 
undertaken at COD Delhi Cantt. 

8. In addition to the above, steps have been taken to inculcate 
awareness of the EDPS jn the Ordnance Corps by arranging orienta- 
tion lectures and showing instructional and feature Alms on the 
EDPS for the benefit of Ordnance Officers. me first programme of 
this series, which covered 130 Ordnance Officers, was undertaken in 
W y ,  69. The ,2nd programme ir tbir d e s  was held in Delhi f r m  



10th b 12th September, 1969. To cover the Ordnance complex? in 
Southern Command, some lectures were arratqed in Poem' from 
27th to 29th November, 1909. Plans for arrangby SQF %*p lv- 
tures to c o v e r p  many ofilcers as possible serving-in the O r d y c e  
Directorate at m y  HQm. apd other Ordnance aflicers in on 
ERE appointments are scheduled to be held during December, 1969. 

9. Army Headquarters have been asked to expedite completion 
.of the Study. 

The shortfaHs in production have been attributed mainly to defats 
that developed in certain major components of the truck like piston 
assembly, gear box and transfer case which are now being indige- 
nously produced. This situation emphasises the necessity for a strict 
and continued watch by the Department over the quality of indige- 
nous components and quick and timely action to rectify the shprt- 
comings noticed in these components. 

[Serial No. 23 of Appendix IV to the 69th Report of the Public 
.Accounts Committee (4th Lok Sabha) .] 

Action taken 

The observations of the committee are noted. The components 
procured from the trade or manufactured in the Ordnance Factories 
are being subjected to inspection, according to stringent standards 
laid down in this behalf. by the Defence Inspection Organisation. 
before they are accepted. In fact, on account of these inspection 
standards, the initial supplies by trade Arms often take a long time 
before they are established as of acceptable quality. 

[Ministry of Defence. File No. 2180/691D(Projects), dated 
5-12-1969.] 

The Committee would like the Deqartment of Defence Produc- 
tion to ensure that indigenous production is speedily established and 
that rigorous q a i t y  control is maiptained so that the parts indige- 
nously produced can be used in the trucks. 

[Sl. No. 26 (Para 242) Appendix IV to P.A.C's 69th Report (4th 
Lok SaWra) ' 



Noted for compliance. 
DA.D.6. has seen. 
[Ministry of Defence File No. 2183169/D (Projects), dad:..' 

3-12-1W.I 

So far as the project for setting up a new full-fledged unit in t h e  
State Sector for manufacture of ShakWznan'Trucks as well as Nissan 
trucks and patrols is concerned, the Committee would like Govern- 
ment to give careful consideration to the following factors which 
have a bearing on the economics of the venture:- 

(i) According to the information given to the Committee the  
proposed unit would be producing 1,100 trucks per month 
so that it could take advantage of economies of scale. The 
Army's requirement for trucks over the last six years has 
varied from 5,200 to 9,600 trucks per year. It is, therefore, 
obvious that production at an economic h e 1  cannot be 
sustained on the strength of demand from Army alone. 

(ii) If the proposed unit is geared to a level of production 
which demand f ~ o m  Army alone cannot sustain, it will 
inevitably have to look to the internal and export markets 
to keep its production going. The internal market is 
being catered to already by units in the private sector 
which are at present producing trucks at cheaper cost 
than the Ordnance Factories. The unit cannot, therefore, 
compete with private sector unit unless the existing level 
of cost is proportionately brought down. The scope for 
such reduction in cost, and the competitiveness of the 
trucks produced at such reduced costs vis-a-vis trucks 
produced in the private sector will, therefore, require very 
careful examination. 

(iii) So far as export markets are concerned, the data furnished 
by the Deptt. about the ex-works prices of both Shakti- 
man and Nissan trucks show that these prices are a t  
present higher than simdlar prices of trucks produced in 
Germany and Japan. Admittedly, there may be a reduc- 
tion in internal prices production is established on a 
larger scale, but it will a have to be considered whether 
the prices will even then be competitive with those at  



which the collaboratore are a t  present producing them, 
The other point is whether the terms of collaboratiols 
agreements leave scope for exports on a wale that would 
be necessary. Another point no less important is how 
potential export markets which Governxnent have in view 
are at present being served and whether the propoaed 
unit will be able to compete with existing suppliers to 
these markets on equal t e r n .  

[Serial No. 28 of Appendix IV in 69th Report of Public Accounts 
Committee (4th Lok 'Sabha) .] 

Action taken 
The limited production established so far by utilising such surplus 

capacities as exist in various Ordnance Factories, has not been able 
to meet fully the demand of the Services. It has therefore not been 
possible to cater for the demands from civil indentors, save in excep 
tional cases. So far, supplies to the civil sector (including Border 
Roads, Border Security Force and the Police) have been made to 
the extent of 41 Shaktiman, 1361 Nissan 1-Ton and 684 Nissan Patrol 
vehicles. The question of export and induction on a large scale into 
the domestic civil market would arise only when the production 
reaches the maximum capacity and' exceeds the requirements of the 
Services; this is not likely to happen before 1973-74. 

2. Nevertheless, the need for effecting reduction in the produc- 
tion cost to make the vehicles competitive with reference to the 
products of the private sector as well as in the international market 
is receiving attention. Towards this end, Govt. have sent technical 
personnel abroad for training in cost control and quality control in 
vogue in the, collaborators' works in West Germany. 

3. The collaboration Agreement for Shaktiman vehicles which 
expired in September, 1969 has been extended for a period of three 
years. Similarly the Agreement in respect of Nissan ,1-Ton and 
Patrol vehicles expires on 2nd February, 1970 and is being extended' 
further for a pe.riod of three years. These Agreements provide for 
export to a few neighbouring countries; the need to enlarge the 
Aeld for export is not likely to arise before the. extended agreements 
expire. 

4. Government will ensure that the maximum number of vehicles 
are produced in the new factory now under establishment at the 
minimum possible cost consistent with quality in order te make the 



-v&icles camwitive for export and for induction into the domestic 
civil ma&et. 

[Ministry of Defence File. No. 2)85169)D(Projec&), dated 
5-12-1969]. a 

The Committee observe that the factory contracted originally for 
a demand of 14,000 KVA which was later reduced to 5,400 KVA., 
Even the reduced demand has turned out to be a gross over-estima- 
tion of requirements over a period of four years ending July, 1M8, 
the payments for electricity on the basis of stipulated percentages of 
contract demand exceeded by Rs. 827 lakhs the charges that would 
have been payable on the basis of actual consumption. The Com- 
mittee note that this question of excess payment as well as the pay- 
ment of certain charges demanded by the Electricity Board & the 
time of reduction of the contract demand of 5,000 KVA are under 
discussion. They would like to be apprised of the outcome of the 
efforts in this regard. 

[Sl. No. 32, Appendix 'IV', Para No. 2.68 PAC's 69th Report (4th 
Lok Sabha).l 

The circumstances under which the factory originally contracted 
for a demand of 14,000 KYA were explained before the Committee. 
The present contract demand of 5,000 KVA cannot be considered as 
unduly high on the only consideration that the actual maximum. 
demand reached so far is much lower. The maximum demand 
reached has been increasing from year to year and i t  is expected to 
approximate to the "billing demand" which is 75 per cent of the 
contract demand of 5,000 KVA. This expectation is based on the 
growth of production anticipated in the factory. 

2. As regards the "excess payment", the position is as follows:- 

The tariff of the Electricity Board consists of two parts: 

(a) the "energy charges" being the cost of units actually 
consumed ; and 

(b) The "demand charges" based in the pmesent case on 
25 per cent of the contract demand of 5,000 KVA 



So far  as (a) is Concan@, thp qqeqtiqq of excess payment does 
aot arise. Ae regards (b), the pa*at Q$ " d e  &ugefl 
en the basis of 3.750 KVA is'higher ~ o & ~ ? r e d  to pay- on t* 
bYis the actual maximum demand registered, but i t  cannot be 
c o d d a r e d  as excessive for the f o ~ ~ w i n g  ryagw:- 

(i) As stated in para 1, the difference between the act* 
maximum dewand and the billing demand is expeaed to 
narrow in the coming years. . 

(ii) Secondly, the contract demand has necessarily to be 
pitched a t  a higher level than the possible maximum 
demands from year to year, so as to prevent the risk of 
interruption to supply on account of the Electricity Board's 
capacity falling below the actual requirement. 

(iii) The installation and equipment provided by the Electri- 
city Board have to be based on the ultimate demand of 
the factory, as the Board cannot be expected to lay fresh 
cables and change their equipment each time the demand 
registers an increase. 

(iv) There is no provision in the Electricity Board's tariff for 
"demand charges" being based on the actual maximum 
demand from year to year. The tariff lays down that the 
"demand charges" be based on the demand indicated in 
the contract. The agreement of the Board to restrict the 
"demand charges" to 75 per cent of the contract demand 
is in the nature of a concession. The question of "excess 
payment" does not, therefore, really arise. 

3. It  has been possible to secure a further concession from the 
Electricity Board of Rs. 1.13 lakhs for the initial period August. 64 
to February. 1965. 

4. An agreement has been reached with the Electricity Board 
that a contract on the basis of a demand fur 5,000 KVA would come 
into effect from 1st March, 1965 and, the contract is likely tc, hc 
executed shortly. 

[Ministry of Defence File NO. 13 (6) 65iD (NF) , dated 3-12-1969.] 

Recommendation 

The Committee observe that due to un-coordinated planning in 
the matter of provision of housing accommodation for the staff em- 
yloyed in the factory, a Bachelor's Mess constructed at  a cost a* 



about Rs. 3 lakhs has been lying un-occupied since October, 1966. 
The programme for construction of the Mess, which was intended 
for housing junior oBcers, was advanced so that it could be wed by 
officers, foreign technicians and other senior staff posted to the fac- 
tory for installation purposes. Due to a delay of more than 2.yoars 
in construction, this objective could not be realised. The ultimate 
objective of the Mess being used to house offlceu!a employed on 
production work has also not been realised as there is "surplus 
accommdation even in residential quarters" that were separately 
put up and the tempo of production in the factory has been well 
below the original expectation. The Committee would like it to be 
examined why the programme for provision of accommodation was 
not coordinated with the programme of production in the factory. 
Government should also take steps to ensure that such instances of 
lack of coordination do not recur. 

[S. No. 33, Appendix 'IVY, Para No. 2.73, PAC's (196&R9) 69th 
Report (4th Lok Sabha) 1. 

Action taken 

The observations of the Committee are noted. The special 
circumstances of 1965 under which the scope of this Factory had to 
be drastically curtailed all of a sudden due to the sudden withdrawal 
of Foreign Aid were explained to the Committee when Para No. 6 
of the Audit Report (Defence Services) 1968 was taken up. The 
building referred to namely Bachelor Mess has since been re-appro- 
priated as the Apprentice Hostel. As for the general question of co- 
ordinating the. scope of the plant and machinery with the scope of 
the construction works, this objective is kept in view in respect of 
each project and every effort will be made to achieve the maximum 
possible co-ordination. 

ministry of Defence, File No. 13 (1) 1681D (NF), dated 3-12-1969.] 

The Committee note that action is being taken by Government 
against the Oflcer held responsible for not carrying out proper 
inspection before passing the logs. 

[SI. No. 37 (Para 2.113) of Appendix IV to PACs 69th Reporf 
(4th Lok Sabha) 1988-691. 



Action t h  
I t  is confinad that Departmental action has been taken against 

the delinquent OMcer and after due consideration, a penalty of 
reduction in pax by one stage has been imposed on him, 

DADS has seen. 

[Ministry of Defence, File No. 1 (47) 1691 D (Prod) , dated 412-1969.] 

Recommendation 

The Committee are surprised that provisioning of uniforms for 
the. National Cadet Corps took place without regard to the fact that 
there was a consistent shortfall in recruitment every year in relation 
to the authorised strength. I t  is also regrettable that, in the course 
.of povisioning, an arbitrary reserve of 20 per cent for "wastage" 
was provided for without any effort at ascertaining what the actual 
"wastage data" was. In the result, there has been an accumulation 
sf surplus garments, the value of which amounted to Rs. 1.23 crores 
allowing for the. fact that part of the stock might not be altogether 
new. The Secretary, ~ i n i s t r ~  of Defence, himself admitted during 
evidence that "there had not been a systematic approach to the. ques- 
tion of provisioning" in the National Cadet Corps Directorate. 

[Sl. No. 38 of Appendix IV. Para 3.17 to the 69th Report of the 
.Public Accounts Committee-1968-69 (4th Lok Sabha)] 

Action taken 

The observations of the Committee have been noted. 

A systematic procedure for provisioning of items of uniforms for 
the NCC has since been introduced. 

This has already been brought to the notice of the PAC vide para 
3.7 of Chapter 3 of the 69th Report of the PAC (4th Lok Sabha). 

DADS has seen. 

[Ministry of Defence File. No. 5 (1) 1691DGS-II, dated 2-12-1969.] 

Recommendation 

The Committee note that the Ministry of Defence have since 
overhauled the. system of provisioning to take note of actual enrol- 
ments in the National Cadet Corps as also the actual wastage data 
in respect of uniforms, based on information about their condemna- 
tion. The C0mmitte.e trust that this would help in avoiding the 



accumulation of surpluses arid that the provisioning procedures will 
be kept under constant review in the interest of ecolibkrlic invenbry 
management. The Committee hope that the Ministry would also 
pursue vigorously the question of disposal of the I surplus stocks 
which are not likely to be used by the National cadet Carps in the 
near future and arrange to have them transferred to other organisa- 
tion, e.g., the Civil Defence Organisation, the Home Guards, the 
Central Reserve Police and the Border Roads Organisation. 

[Sl. No. 39 of Appendix IV (Para 3.18) to the 69th Report of  t h e  
PAC-1968-69 (4th Lok Sabha) .] 

Action taken 
The recommendations of the Committee that the revised provi- 

sioning procedure for the NCC should be kept under constant review 
has been noted. 

It was reported to the PAC vide para 3.12 of the 69th Report of 
the PAC (1968-69) (4th Lok Sabha) that the following items of NCC 
uniforms were transferred to other 0rganisations:- 
- - ,  - .- -.- . -  ....- -- .-- 

Item Quantity Value 
. . . . -. - . . . . . . - . . . . . . . . . - .. . - . . - . . - - . - - 

Rs. 
Trousers Drill Khaki 35.952 prs 3,63,508 -00 
Shoes Canvas . 2.10.422 prs 7,60,371 -00 

-. 

Since then, the following have been sold to other Organisations 
(Dte. Genl. Central Reserve Police) up-to-date:- 
. - . - - - - - -- . - - . 

l tern -- ~. . 

- . -  
Quantity 

. - - ..- - 

Value 

Rs 
Trousers Drill . 6,000 prs 61,812.00 

Khaki. 
- - - - .- - - 

The balance quantity of available NCC clothing are anticipated 
to be fully utilized by the NCC itself by the 1st April, 1972 in all 
cases except in respect of Slacks DK, Salwar white, Karniz white 
and Bush-shirts Cell Khaki where some surpluses will remain but 
will be utilized in  1972-73. In case increase in strength of cadets 
occurs in the intervening period, as is likely, the surpluses are likely 
to be utilized earlier. 

DADS has seen. I 

[Ministry of Defence File No. 5 (1) '69'DGS-11, dated 2-12-1969.] 



The Committee further note that when these trousers were issued 
t o  troops on a large scale in the winter of 1964-65, it was found that 
they were 'not vpry popular with troops'. A decision was, therefore, 
taken in February, 1986 to reduce the scale of Provisioning from 100 
per cent to 5 per cent in pursuance of a suggestion received from the 
Eastern Command in June, 1965. It  is a matter for regret that it 
taok eight months for Army Headquarters to come to a decision 
after the matter was referred to them by Eastern Command and that 
in the meanwhile no effort was made to curtail the manufacturing 
programme for these trousers. 

[S. No. 42 (Para No. 3.54), Appendix IV to PAC's 69th Report 
(4th h k  Sabha).] 

Action taken 

A chronological statement of events is attached. After the use.rs' 
views had been obtained on the recommendations made by HQ 
Eastern Command and the matter had been examined in Army 
Headquarters, instructions were issued to the DGOF on 8-2-66 to 
suspend further manufacture of Trousers Parka wide Army Head- 
quarters letter No. 86137i21A310S P 11, dated 8-2-66 (copy enclosed). 
I t  is admitted that the recomnrendation from the HQ Eastern Com- 
mand should have been dealt with more expeditiously. Instructions 
have been issued vide M of D note No. 5 (2) I69D (GSIVi , dated 
18-9-1969 (copy enclosed) for avoidance of delay in such cases in 
future. 

DADS has seen. 

[Ministry of Defence, File No. F. 11 (2) 169 iD (Budget) , dated 
28-1 1-1969.1 

Chronological Statement of Events 

5-7-65 Letter No. 13W01112/GSlWE 2 dated 29th June, 1965 from 
HQ Eastern Command recommending reduction inter alia 
of scale Trousers Parka 1963 pattern received in AHQ. 

5-8-65 AHQ letter No. 969901WE 8 dated 5th August, 1965 sent to 
HQ Western Command 1 Central Command inviting their 
views by 1st October, 1965 on the recommendation made 
by the Eastern Command. 

18-9-65 HQ Central Command letter No. 130801!12/GS/WE 2 dated 
15th Beptember, 1965 agreeing to the suggestion received' 
by AHQ from HQ Eastern Command. 



HQ Western Command letter No. 2111(21GS\(WE) dated 
20th ~eptember ,  1969 regretting their inability to reply / 
by 1st October, 1965 received by AHQ. 

HQ Western Command letter No. 2111121GS(WE) dated 
13th November, 1965 agreeing to the suggestion made by 
HQ Eastern Command received in AHQ. 

AHQ submitted to Ministry of Defence the proposal for 
reduction of scale. 

DGOF requested by Army HQ to suspend further manu- 
facture of Trousers Parka. 

Proposed reduction in scale approved by the Ministry of 
Finance (Def) and the Ministry of Defence. 

Copy of MGO's lei;te.rr No. 86137/21A3108 P I1 dated 8 Feb., 66 
addressed to DGOF, Calcutta. 

SUBJECT: TROUSERS PARKA-DEMANDS SUSPENS?DN OF 
1. During recent review, in consultation with the users, of the 

scales for provisioning purposes of the subject item, it has transpired 
that a reduction is feasible and as such a Govt. letter notifying the 
change in scale is under issue. 

2. In order to avoid surpluses as a result of the above proposed 
reduction in scale, you are requested to suspend further manufacture 
of Trousers Parka against our all existing demands with immediate 
effect and confirm that in the event of ultimate cancellation of these 
outstanding Qtys. no financial implications will be involved. 

3. As soon as Govt, letter on the subject is issued, the position 
will be reviewed in consultation with Ministry of Fin (Def) and you 
will be informed accordingly of the final position. 

4. Please acknowledge. 
sd.1- 

Director of Ordnance Services. 

MINISTRY OF DEFENCE D (GSIV) 
SUBJECT: Scales of authorisation of equipmenticlothing etc. 

The revision of the scales of authorisation of equipmentlclothing 
etc. is invariably connected with the manufacturing programme of 
the DGOF or provisioning through other sources. , In cases of 
proposed revision downwards of scales of authorisation-at the time 



o f p v i e w  the need for speedier action to curtail the manufacturing 
p$ogrammes or slow d o h  provisioning action cannot be over-em 
phasised, 

2. It  may p l eye  be ensured that in all cases where the revision 
of the scales of certain items of equiprnentlclothing etc. is proposed 
on the basis of recommendations made by users, steps are taken to 
consult all concerned as soon as possible and recommendations are 
finalised immediately. It  may also please be ensured that in cases 
of downward revision of the scales steps are taken simultaneously 
to curtail the manufacturing programme etc. of DGOF without any 
undue delay. 

Sdl-K. RAJAGOPALAN 
DEPUTY SECRETARY (JIO) . 

DWE --. 
DOS 

M. of D. U.O. No. 5(2)169-D(GS-IV), dated 18-9-1969. 

Recommendation 

The Committee are not happy that staff were posted to two 
hospitals in excess of requirements and without regard to the fact 
that adequate facilities had not been developed in these hospitals. 
I t  has been stated that the staff were kept fully employed, but the 
Committee observe that the Ministry of Defence themselves ex- 
pressed the view that they were "not fully satisfied" in this regard 
The Corni t tee  hope that as a result of instructions issued, it will 
be ensured that staff are posted to the units in phases strictly "accord- 
ing to work-load, actual or expected, and thp availability of facilities". 

[SI. No. 50 of Appendix N-(Para No. 3.107) to P.A.Cs 69th 
Report (4th Lok Sabha)]. 

Action taken 

The obscrvations  mad^ by the P.A.C. have been noted and also 
conveyed to the concerhed authorities. 

D.A.D.S. has seen. 

[Ministry of Defence File No. 3 (5) l691D (Medical) dated 
l2-ll-l969]. 

Recommendation 

The Cornpittee note that the ultimate requirement of land in this 
case is not likely to be for various reasons more than 15 acres €45 



a g a i ~ ~ t  684 now under requisition. The Committee trust that the 
authorities will take rpeedy steps to derequisition the remdaing " 
land as soon as it becoms surplus. 

'"IS. No. 51-Appendix IV (Para 3.114) 89th Report (4th Zok 
Sabha) of the Public Accounts Committee (196849)l. 

Actien taken 
The recommendation is noted. The land under requisition is at  

present fully utilised. As and when any portion of the land becomes 
surplus to defence requirements, steps will be taken to derequisition 
the same. , 
D.A.D.S. has seen. 
[Ministry of Defence File No. 9 (5) -69)D (Q&C) , dated 23rd Sep- 

tember 19691. 

Recommendation 
"From the information furnished to the Committee, it is seen that 

a number of plots of land with the Army and with the Navy are 
lying vacant at  various stations. The Committee would like the 
question of dehiringlderequisitioning of these plots of land to be 
speedily settled." 

[S. N. 52-Appdx. IV (Para 3.115) 69th Report (Fourth Lak 
Sabha) of the Public Accounts Committee 1968-69.1 

Action taken 
The recommendation of the Public Accounts Committee has been 

noted for compliance. The Defence Ministry is a l~eady seized of 
the question of de-hiringlde-reqationing or utilising for Defence 
purposes the cases of va'cant plots of land reported as lying vacant 
for the period-from 1st April, 1968 to 30th September, 1968. 

D.A.D.S. has seen. 
[Ministry of Defence File No. F. 15(8)/691D(Lands), dated 

26-9-1969.] 

"In their 15th Report (Fourth Lok Sabha), the Committee had 
drawn attention to certain cases of uncoordinated planning in 
requisitioning land. They had suggested that every care should be 
taken to see that land is requisitioned only after the most careful 
consideration of requirement and that Government should review 
the podtion about utilisation of lands every , .  year. The Committee 



note that instructions were issued by the Ministry in March, 1987, 
for a periodic review at  various levels of the properties lying vacant 
for more than six months. These instructions also provided that all 
cases where p ro~e r ty  had been lying vacant for more than a year 
should be referred to the Ministry for a decision whether i t  should 
be released or should continue under requisitionlhire. Quarterly 
statements were also requined to be furnished by ArmyjNavy (Air 
HQrs. in this regard. The Committee hope that the new procedure 

* adopted by the Ministry of Defence would be implemented in letter 
and spirit so as to make sure that requisitionedjhired lands which are 
surplus to Defence requirements are not unnecessarily kept with 
Government". 

[S. No. 53-Appendix IV (Para 3.116) 69th Report (Fourth Lok 
Sabha) of the Public Accounts Committee-19681. 

Action taken 

The recommendation of the Public Accounts Committee has been 
noted for compliance. It  may also be added that the instructions 
contained in 1e.tter No. 29(10)(661D(Lands), dated the 20th March 
1967 have been superseded by the instructions contained in letter 
No. 29(1)1661D(Lands), dated the 12th November, ,1968. A copy 
thereof is attached (Marked Annexure 'A') and action will be taken 
in accordance therewith. 

Instructions have also been issued on 17th June, 1969 restricting 
the powers of the competent authorities to accord sanction or re.quisi- 
tion under the R.A.I.P. Act, 1952. A copy thereof is attached here- 
with (marked Annexure 'B'). These instructions are calculated to 
ensure that requisitioning is resorted to only when absolutely 
necessary. 

D.A.D.S. has seen. 

[Ministry of Defence File No. F. 15 (5) /A(69D(Lands), dated 
9-8-1969]. 



ANNEXURE A 

No. 29(lO) j661D (Lands) 
Government of India, 
Ministry of Defence, 

New Delhi, the 12th November, 1968. 
To 

The Chief of the Army Staff. 
The Chief of the Air Staff. 
The Chief of the Naval Staff. 

SUBJECT: -Disp~sd of surplus acquiredl requisitioned1 hired proper- 
ties-Submission of Statements for- 

Sir, 

I am directed to say that cases have come to the notice of the 
Government where properties both land and buildings-under the 
management of the Service authorities are not utilised and on which 
infructuous chpwkidari expenditure is incurred. The Audit and 
Public Accounts Committee have also brought several such cases of 
lands and buildings to the notice of the Government. 

2.1. The matter h a <  been considered by Government and it is felt 
that a solution lies in two directions:- 

(a) To locate the properties-both lands and buildings-which 
are not utilised in facts, and to determine whether they 
should be retained for future requirements of the 
Defence Services or be disposed of; 

(b) To ensure that pmperties declared surplus to Defence 
r~quirements are expeditiously disposed of either on 
temporary or permanent basis depending upon the 
assessment whether the surplus is temporary or long 
term. 

2.2. As regards (a1 above, the matter can be considered in two 
parts. Firstlv buildings and flats and secondly lands. 

2.3. In so far as buildings and flats are concerned; a quarterly re- 
turn has already been prescribed by the A.G's Branch letter Nu. A1 
200931ASQ A&E(d). dated the 9th May, 1967. The quarterly return 
for the period ending December every year is required to indicate 
inter alia the buildings and flats which have remained vacant for 
more than six months at a stretch during the year. Para 2 of this 



circular letter dated the 9th May, 1967 has been amended on 8th 
November, 1W8 to provide for yearly inionnation in respect of each 
unit of accorn~rodation outside the Unit lines which hag remained 
continuously vacant for the last six months, i.e. during the period 
July to December. This return is at present submitted only by the 
Station Commanders of the Army i.e. in respect of stati,ons which are 
commanded by the Army Ofi5cer.s. The returns are not submitted in 
respect of the stations which are commanded by the Naval and Air 
Force Officers. I t  has now been decided that the Station Commanders 
in respect of stations commanded by the Naval and Air Force Oficers 
will likewise submit yearly statement to the army statistical Or- 
ganisation giving the same information, i .e, the units of accommoda- 
tion in Stat im Pool which are outside the Unit lines and have re- 
mained vacant continuously for the last six months i.e. during the 
period July to December and other prescribed particulars thereof. 
This return will be submitted by the 10th uf January each year. The 
Army Statistical Organisation will compile the inforination in res- 
pect of the Naval and h r  Force stations and fo'rward the same res- 
pectively to JS (N) and J S  (A) for necessary action in .the same man- 
ner as the compiled information for the stations co:ilnianded by the 
Army Officers is forwarded to J S  (Q) .  

2.4. So far as lands are concerned, i t  has been decided that the 
Army/NavaljAir E'orce Statiun Commanders will furnish statements 
by the 10th January each year in the attached proforma showjng the 
lands under their respective management and control which have re- 
mained continuously vacant and unutilised for a period of six months 
immediately prior to 31st December. These statements also will be 
compiled by the AS0 and will be forwarded to, JS(Q) IJS(N) [JS(A) 
as the case may be for further necessary action with a view to see 
whether any defence owned lands be handed over to the ML&C Dte. 
for permanent or temporary disposal and whether any requisitioned1 
hired lands be de-requisitionedlde-hired. One copy of the statement 
pertaining to the lands will be forwarded by the Station Commander 
to the Service Headquarters concerned through the normal channels. 

3. As regards (b) above, it has been decidcd that ML&C Dte. will 
submit a six monthly report to Governmrnt as on 30th June and 31st 
December each year indicating: - 

(i) the list of outstanding defence owned properties declared 
permanently surplus to defence requirements and the 
progrcss made in the disposal thcreof. 



(ii) the list of outstanding hired and requisitioned lands and 
buildings sanctioned for de-hiring 1 de-requisi tioning and the 
progress made in the de-hiringlde-requisitioning thercot 

4.. The above will supersede the Government of Ihdia letter No. 29 
(10) IMiD (Lands), dated the 20th March 1967, issued to the three 
Services. 

Yours faithfully, 
Sdl- 

(D. Krishnamurthi) , 
Under Secretary to the. Government of In&. 

Copy for appropriate action: - 
JS (A), D (Q&C), Air Hqrs. 
JS (N) , D (Air-11) , Naval Hqrs. 
D M W ,  D (N-11) , ASO, AG's Branch. 

Copy to file No. 15 (1) 6810 (Lands). 





ANNEXURE 'B' 
No. F.2 (2) j 69 / 2756-Q I D (Q&L) 

GOVERNMENT OF INDIA 
MINISTRY OF DEFENCE 

I 

New Delhi, the 17th June, 1969127 Jautha, 1891 S.E. 

The Chief of the Army Staff 
. .  . 

The Chief of the Air Staff 
The Chief of the Naval Staff. 

SUBJECT-eocedure for hiring j requisionilng of iinmovabk proper- 
ties jirr Dejewe Services. 

Sir, 

I am drrected to refer to this Ministry's let* No. A125577163 (H) j 
791-SjD (Qtg), dated the 13th December 1962, on the above subject, 
and to d a t e  that since the Llefence of India Act and Rules have ceas- 
ed to be law, i t  is nut longer possible with ,effect fmm 10th January, 
1968 to accord sanciion to the requisitioning of properties thereunder. 
The Requisitio*ning and Acquisition of Immovable Property Act, 1952, 
however, continues and i t  is permissible to requisition immovable 
property in accordance with the provisions thereof. 

2. Though the Requisitioning and Acquisition of Immovable Pro- 
perty Act, 1952, empowers, immovable property to be requisitioned 
for any public purpose in the circumstances mentioned in the Act i t  
has been decided by Government that competent administrative 
authorities empowered to accord sanction for requisition may do so 
only in connection with the operations or other similar emergent 
needs which cannot be postponed and for which obtaining of Cov- 
ernment sanction may delay matters to such an extent as to defeat 
the object in view. In the remaining cases where requisitioning of 
immovable property is desired to be resorted to, prior approval of 
Government should be obtained. 

3. I am further desired to state that when the Administrative 
Approval for the requisitioning of immovable property is accorded 
by the competent authority without the prior approval of Govern- 
ment. the case should be reported to Government within a period of 
two months of the date on which Administrative Approval to the 
requisitioning has been accorded. The report will inter alia indicate 
the extent of the area sanctioned for requisitioning and the reasons 



why requisitioning was m o r t e d  to. A copy af the Administrative 
Approval wi1T also be attached to the report. 

Yours faithfully, 
0 Sdl- 

(S. P. MADAN) 
Under Secretary to the Government of India. 

Copy to:- 
D (Lands) 
D (N-11) 
D (A-11) 
JS (A) 
JS (N) 
JS (P&C) . 

Recommenhtions 
The Committee observe that about 17 tonnes of Walnuts with 

estimated shelf-life upto 15th September, 1963, were despatched to 
the consuming units as late as on 4th September, 1963, and 8th Sep- 
tember, 1963, i.e. when their shelf-life had practically expired. Con- 
sequently, a major portion of these (10.46 tonnes) were f iund unfit 
for human consumption. Another consignment af 3.6 tomes with 
shelf-life upto October, 1963, was found unfit for human consump 
tion on arrival at  Pathankot on 25th September, 1%3. This consign- 
ment was despatched by gwds train from Delhi on 28th August, 1963, 
and i t  took practically a month to reach its destination. 

(S. No. 54 of Appendix IV to 69th Report Fourth Lok Sabha Para 
No. 3.124). 

. 1 

Action Taken 
Necessary remedial measures have been taken, to which the 

Public Accounts Committee themselves have made a reference in 
their recommendation at S1. No. 56 in Appendix IV af the present 
(i.e. 69th) Report. 

DADS has seen. 

(Ministry of Defence File No. MFBl048551Q/ST-4-V01. 11, dated 
12-12-1969). 

The Committee are left with the impression that due prudence 
a d  vigilance were not exercised by the authorities concerned in 



the provisioning, despatch a d  supply of walnuta which were prbna 
to quick deterioration. 

(S. No. 55 of Appendix IV to 69th Report Fourth Lok Sabha Para 
No. 3.125.) * '  

Action Taken 

The observations made by the Committee have been noted. Wal- 
nuts have slnce been deleted from the scale of rations. For other 
items, which are prone to quick deterioration, necessary remedial 
measures have already been taken (vtde Army HQ letter No. 
A,97408 Q ST6A ,Q1(13) , dated the 19th October, 1967--copy attach- 
ed),  to wh!ich the P. A. C. have themselves made a referewe vtde 
their reconmei~dat~on a t  S1. No. 56 in Appendix 1V of the present 
(1.e. 69th) Report. 

'D. A. D. S. has seen. 

(Ministry of Defence File No. TvIFB,048551QjST-4-VoI. 11, dated 
12-12-1969). 

Ncr. A 197408 j Q / ST6A j QI (B) 
ARMY HEADQUARTERS 

QUARTERMASTER GENERAL'S BRANCH 
DHQ PO NEW DELHI-11. 

19 October, 1967 

To 
Headquarters 

Southern Command 
Eastern Command 
Western Command 
Central Command 

(50 copies eacl~) 

SUMECT: --Disposal of surplus foodstuffs 

1. In accordance with the existing procedure outlined vide para 
13 of this  Headqm%m letter No. 53114 Q ST6A S, dated 26 July 61 
Aug. 58, as amended from time to time, all surpluses of foodstuffs, 
which canriot be consumed within the Command, are required to 
be reported to this Headquarters for disposal instructions. In certafn 



cases, on resampling: the mtimatad stotage"1ite given may be so 
short, as to 4110~ very little time for a proper and' planned disposal 
of such stacks. In order to avoid any possible loss to the State from 
auch stocks begoming unfit for human consumption the procedure 
contained in the above quoted letter will be followed subject to 
the following modifications: - 

(a) In cases, where the residual shelf-life of an item of food- 
stuff is so short that GOC-in-C considers that the item 
cannot be consumed by inter-area on inter-depot trans- 
fers against normal authorisations and that a reference 
to this Headquarters is likely to result in the Item (s) 
becoming unfit for human consumption, GOC-in-C can 
issue disposal instructions in respect of such stocks 
authorising disposal by sale or auction or issue of such 
stocks in lieu of other Items. Full facts of the case will, 
however, be submitted to this Headquarters. 

(b) In exercising the aforesaid powers, the authorities con. 
cerned will- 

(i) take into account the recommendations of the local medi- 
cal authorities, the causes leading to the accumulatim 
of stocks and the financial interests of the State; 

(ii) submit a detailed report to' this Headquarters for the 
information of the Government. The report will inter 
alia indicate reasons for accumulation of such stocks 
and disciplinary aspect involved, if any. 

2. This letter issues with the concurrence of the Ministry of 
Finance (Defence) Q vide their U.O. No. 5253'QB of 1967. 

3. Please acknowledge. 

Sd,- QUARTERMASTER GENERAL. 

Copy to:- 

Ministry of Defence:D (Disposal) 3 copies. 
Ministry of Finance (Defence, Q) -10 copies. 
Controller General of Defence Accounts. New Delhi. 

Becornmendation 

Besides, it took practically a year for the Army authorities to 
diEpose of the inedible stock. As such items are prone to rapid 
deterioration, the delay in disposal naturally resulted in further 
deterioration and consequent loss to Government. The Committee 



note that Government have, in  implementation of an earlier recom- 
mendation of the Committee, delegated in October, 1967, authority 
to C3SC-in-C to dispose of stocks by sale or auction or by issue of 
such stocks in lieu of other authorised items in cases where the 
storage life of the surplus stotks is so short that consumption of 
such stocks cannot be arranged by interdepot or inter-Area trans- 
fers against normal authorisation. The Committee hope that such 
delays in disposal resulting in heavy loss to the State would not 
recur. 

[S. No. 543 of Appendix IV to 69th Report, Fourth Lok Salha] 
--. 

Action Taken 
The observations made by the Committee have been noted for 

guidance. 
D.A.D.S. has seen. 

[Ministry of Defence file No. M F  BIO 4855jQiST-4-401. 11, dated 
16-12-1969]. 

Recommendation 
The Committee are nut convinced by the reasons given by the 

Ministry for the delay of about four years in ordering an inquiry 
into the losses. As such inordinate delays are bound to blur the 
issues, it is necessary that an inquiry, where necessary, should be 
held promptly to determine the reasons for lass, recommend re- 
medial measures and fix responsibility. 

[S. No. 57 Appendix IV.to 69th Report Fourth Lok Sabha Para 
No. of Report 3.1271. 

Action Taken 
With a view to avoiding recurrence of such situations, the form 

for the declaration of surplus stocks for disposal has been amended 
in January, 1969 to incorporate the following information ta enable 
Army Headquarters to order Courts of Inquiry promptly, where 
necessary: - 

(a) whether a Court of Inquiry was held or being held; and 
(b) if a Court of Inquiry was not considerea liecessary rea- 

sons for the same. 

2. Again in November, 1969, instructions have been issued (copy 
enclosed) by Army Headquarters impressing upon all store holders 



and other concerned officers, the necessity for strict adherence to 
the procedure regarding disposal of surplus stor- with prompt- 
ness to avoid any subsequent queries and consequent &lays in the 
flnalisation of such cases. 

D.A.D.S. has seen. 

p in i s t ry  of Defence file No. MF BIO 4855lQST-4-Vol. I1 dated 
16-12-1969]. 

Copy of A m y  Headqunrters, Quartermcrster G e w a l ' s  letter No. 
53ll4/Q IST-4, dated the 28th November, 1969. 

To 

The BsASC 
Headquarters i 

Southern Command (60) 
Eastern Command (60) 
Western Command (70) 
Central Command (60) 
Commandant 
Reserve Grain Dcpot ASC 
LUCKNOW. 

OC 
Reserve Supply Dcpot ASC 

SHAHJAHANPUR. 

Disposal of S u r p l ~ s  Stwes  : Surplus Packing Material (Other than 
Pol Containers) and Foodstuffs 

Reference this Headquarters letter No. 53114 Q!ST-4 dated 23 
Jan. 69. 

2.3. The procedure laid down in this Headquarters letter under 
reference has been devised to avoid delay in disposal of surplus ur 
unfit stocks. it is. therefore, essential that all such cases, which 
have to be dealt with in accordance with this procedure, are given 
prompt at te~tion.  Pleasr, therefore. impress upon all the store 
holders and other mncerned officers, the necessity for strict ad- 
herence of this procedure with promptness to avoid any subsequent 



querries and consequent delays in the Analisation of ouch cerer. 
3. Please acknowledge. 

Sd/- OM PRAKASH, 
fhajor 

DADS 
for Director of Supplies & Transpart 

Copy to:- 

Ministry of DefenceiD (Djsposals)3 copies. 
Ministry of Defence'D (QS). 

etc. etc. etc. etc. 

Recommendation 

The Committee cannot help feeling that the scheme was concei- 
ved and executed without a pmper determination of requirements 
or priorities at any stage. The scheme, the cost of which was esti- 
mated as Rs. 1.30 crores, was formulated at a meeting of a Board 
of Officers held between the 9th and 12th June, 1965. The decision 
a t  this meeting was that the scheme should cover the development 
of water remurces at station 'X' as well as station 'Y', as the total 
requirements of water for the Army were estimated to exceed the 
known resources a t  station 'X'. However, the investigation of the 
water resources a t  station 'X' by the Geologist took place only on 
24th June, i . e .  after the scheme was formulated. The Superintend- 
ing Geologist had, after examining this report, suggested that the 
yield at station 'X' should be tested before proceeding to develop 
the water resources at station 'Y'. There is, however, nothing on 
record to indicate the ans  attempt was made to redetermine the 
priorities of the work in the light of this suggestion. It is also signi- 
ficant that. after water resources were developed both at station 'X' 
and station 'Y' for supplying appmximately 4 lakhs of gallons a day 
the actual supplv that was made during the four years ending 1%7- 
68 varied from 13.000 gallons a day to 28,500 gallons a day. i.e.. about 
a tenth of the safe yield of three out of five wells at 'X'. I t  is also 
significant that "in spite of effort", the Ministry of Defence have not 
been able to ascertain what the requirements of water for the Army 
i n  this reeion actuallv were and how thev were worked out. Had 
the scheme been preceded bv a survey and been executed on the 
lines sueqested bv the Suoerintending Geologist, an expenditure of 
Rs. 59 lakhs incurred nn the development of water resources at 
strltion 'Y' which have largcly remain4  unutiliscd, rnuld have M q  
 voided 



It was stated by a representative of the Ministry of Defence that 
the work was executed as a matter of operational urgency and that 
there was no time for a very detailed survey. The Committee are, 
hawever, unable to accept this explanation. Between the time the 
Board recomxn'ended the work (June, 1965) and the work coinmenced 
(September, 1965), there was an interval of more than three months 
during which the yields of wells at station 'X' could have been tested. 
Moreover, as against 8 months during which the work was planned 
to be executed, the execution was spread over one and a quarter 
years and during this period alsn the yield of these wells could have 
been tested and priorities redetermined. The Committee hope that 
the Ministry of Defence will issue suitable instructions to ensure that 
such instances of hasty planning and execution of work do not recur. 

The Committee note that over 13 percent of the cement asbestos 
pipes valued at  Rs. 50 lakhs supplied by the contractor for laying the 
mains for this scheme burst at a pressure far less than that specified 
in the contract, even though the pipes had been inspected and tested 
by the Director General, Supplies and Disposals before supply. As 
the matter is stated to be under palice investigation, the Committee 
reserve their comments pending outcome of the enquiry. 

The Committee also note that a claim for Rs. 6.38 lakhs, has been 
preferred against the suppliers and that the matter is awaiting set- 
tlement, pending a joint inspection of the stores by the suppliers and 
the Department. The Committee would like to be apprised of the 
Andings of this inspection and the progress made in settlement of 
the claims against the suppliers. 

[Sl. Nos. 58 to 61 of Appendix IV-(Paras No. 3.148, 3.149, 3.160 and 
3.161) of 69th Report (1N8-69)-(4th Lok Sabha) of P.A.C.]. 

Action Taketi 

S. Nos. 58 and 59. 

The observations of the Committee have been noted. 

2. With a view to cnsurr that the planning and execution of water 
supply pmjects is done only after correctly ascertaining the availabi- 
lity of water at local source, necessary instructions have been issued 
to all concerned by the Army HQs E-in-C's Branch under their letter 
No. 85775lWS-ISIE2PHE. dated 8th July 1969 (copy enclosed). With 
the issue of these remedial instructions, it is hoped that such lapses 
will be avoided in future. 



S. Nos. 60 and 61. 
A further note will be submitted to the Committee in due course 

in regard to the outcome of the police investigation and the progress 
in the settlement of claims against the suppliers. ' 

I 

4. D.A.D.S. has seen. 

[Min. of Def. U.O. No. 15(5))6911269-51D1(Work-I1) dated 10th Oct. 691 

Telephone : 371194 ARMY HEADQUARTERS 
Engineer-in-Chief's Branch 

Kashmir House 
DHQ PO New Delhi-11 

8th July, 1969. 

NO. 85775 1 WS-IS E2 PHE. 

Ein-C's List 'B'. 
Draft Para for Audit Report. 

Public Accounts Committee have recently observed in one case 
that in the planning and execution of water supply project, the availa- 
bility of water at local source was not correctly ascertained before 
venturing to bring water fmm a distance of approximately 50 miles. 
This resulted in avoidable expenditure in laying pipeline system and 
pumping instnllation. Later investigations proved that enough water 
was available a t  the site where the water was required and did not 
necessitate bringing water from long distances. The PAC have ad- 
versely commented upon the laxity i n  the planning and execution 
of the project without first ascertaining the local date. 

It  is therefore imperative that adequate investigation must be 
carried out and checks exercised at all levels while progressing 
scheme of this nature to ensure that no avoidable expenditure is in- 
curred. Suitable instructions in the matter mag please be issued by 
you to your lower formations. 

Sdl- SEISO I, 
for Engineer-in-Chief, 

Copy to:- 
E-in-C's List 'A'-* information, 



- In corstinuation of this Ministry's U.O. No. 15(6) 169112WSiD 
works-11) dated 10th October 1989 forwarded to the Lok Sabha 
Secretariat under Ministry of Defence OM. No. F. 11 (2) 1691D 
(Budget) dated'the 18th October IMS. 

In order to determine finally whether the pipes supplied by the 
!firm were defectivelsub-standard, it was decided at  a meeting held 
in the DGS & D on the 26th September 1967 that the entire pipe line 
should be retested and its performance observed at full pressure for 
.a period of 14 days. The representatives of the Arm, MES and 
the DGS&D accordingly met on the  28th December, 1968 and 
the pipe line was jointly tested and its performance under full 
working pressure was observed for 14 days. As a result of this joint 
test, the performance of the pipe line was found to be trouble free 
and  satisfactory. 

2. Under this contract, the A r m  was also to supply cast iron de- 
tachment joints protected with a metal (Aluminium) mould. The 
'firm, however, actually supplied a certain number of moulds of mild 
steel coated with aluminium paint. The number of such moulds in- 
volved is 8,149. The police investigated only into the supply of this 
particular item. On the basis of the police report, departmental pro- 
ceedings have been instituted against the inspectors concerned. 
Thme proceedings have nat yet been concluded. 

3. The claim of consignee amounts t o  Rs. 7,14,$56.51 as per de- 
tails given below:- 

- - - --a - p- - 
Rs. - ---- - - - - - - - - - - -- - 

(i) Cost of burst and defective pipes 15,465.n metres. 4,99445'93 
(ii) Cost of 379 Nos. of C. 1. det echablc joints. . 12,825.36 
(iii) Value of M.S. moulds wh~ch wen wrongly supplied 

instead of aluminium moulds. 76,835 -64 
Conveyance charges pertaining to defective 
supplies. . . 1,25,449.58 

- --_ - -. - - - I_ _ -- - - - - - -- -- 7,14,956.51 

This claim has been preferred against the firm but the firm has 
contested it on the ground that, on joint inspection, the pipe line 
has been found to be trouble free and satisfactory. The matter is, 
however, being examined in consultation with the Ministry of Law. 

w i n  of Defence u.o. No. 15 (5) '6g18lO7ID (Works-11) dated 
8-12-1969.] 
3104 (Aii) LS--8. 



The Committee camot help expresring S- mr & 
that Government incurred an expenditure of b, 8.89 toldu 
hire charges, repairs and maintennnce of a peddle 8b#rim *ting 
Rs. 11.33 iakhs. During the period of three years from -h 
1964 to September 1H7, for whlch the steamer was h i d ,  it rem&ed 
under repairs In three spclls for a p e r i d  of one year aftsr it was 
hired For the rest of the period it was used to provfdc trPfnlnB of 
which as many as 7528 hours constituted "static training wi.th8aparn 
on" and only 775 hours training "whlle plying". Ttre Beld onit which 
was using the steamer had, as early as January, 1966, lW!ommendbd 
that the vessel sl~ould be dercquisitioned as ~t was "inadvisaMeW to 
use it "for transporting the infantry personnel". It was also pointed 
out by the unit that "the cost to the Defence Budget on account of 
the steamer is considerable". However, on "operational" consfdera- 
tions, it was decided that the vessel should continue with the unit 
till alternative arrangements were made. Ultimately, Government 
made arrangements with the Railivays in 1968 to have the person- 
nel trained on steam tugs. The Committee fail to understand why 
arrangements in this regard could not have been made much earlier. 
The Committee trust that Government will tlraw upon this expe- 
rience and ensure that costly lapses of this nature do not recur. 

[Sl. No. 62 of Appendix IV-(Para 3.176) of Sixty-ninth Report 
of the Public Accounts Committee (1968-69) (4th Lok Setha)].  

Action Taken 

The observations of the Committee are noted for compliance. 

2.. It is correct that over a period of t h e e  years, Rs. 8.89 lakhs 
were spent on the hire-charges, repair and maintenance of the pad- 
dle steamer which originalIy cost the owners Rs. 11.33 l a b  in 1946. 
However. the only alternative, far the Government, other than that 
of requisitioning of paddle steamer 'hopal', for meeting the opera- 
tional and training requirements of the Inland Water Transport Ope- 
rating Companies was to have ~ t s  own steamer built by the leading 
manufacturers like M s Garden Reach Workshop Ltrl.. Mnxagaon 
Docks and M , s  AFCO Ltd., all of whom regretted their inability to. 
manufacture a vessel of the required type. Even if it had been pos- 
sible to get a newly built steamer, i t  would have cost the Govern- 
ment approximately Rs. 50 lakhs. In addition, considerable amount 
would have still to be spent on its mooring and maintenance. If 
all these factors including depreciation and interest on the Capital 
cost are kept in view, the expcnditure incurred by Government 
cannot, i t  is submitted, be considered as excessive. 



8. The rrrring~ment tihat has been entered into with the MNa- 
try of Railways in 1968 for the training of crew on steam tugs of 
the Ruilway Ferry Fleet in Asearn, caters only for the refresher 
Wining of already trained crew, On the other hand, the require- 
mente in 1W were different, uiz: 

(i) initial training of personnel of' newly, raised Unit (236 
IWT Operation Company) ; 

(ii) refresher training of the personnel of an already existing 
Unit (235 IWT Operating Company), and above all 

(iii) fulfilment of operational requirements and commitments 
of 235 IWT Ogerating Company. 

The arrangement made with the Ministry of Railways in 1968 
could not thus have met the training and operational requirements 
obtaining in 1964. However, all efforts will be made to ensure that 
the arrangements are most economical and the observations of the 
Public Accounts Committee kept in mind. 

4. D.A.D.S. has seen. 

[Min. of Def. u.0. No. 15(3) 69 1249-S D(Works-11) dated 10th 
October, 1969.1 

Recommendation 

The Committee observe that an Air Force Station paid electricity 
charges from September, 1965, till January 1967, on the basis of 75 
per cent of the maximum contract demand, viz. 500 KVA, though 
the actual consumption was not more than 100 KVA. It has been 
stated that the connected load was 250 KVA and a further load of 
250 KVA was anticipated. The anticipated load did not, however, 
rnaterialise due to a change in operational requirements, which was 
"indicated" by the Command Authorities in January 1967. I t  is. 
not however, clear how, when the change in operational require- 
ments was "indicated" only in January, 1967, the Garrison Engineer 
could have approached the Electricity Board for scaling down the 
contract demand to 100 KVA even in September. 1966. The Com- 
mittee would like the Ministry of Defence to examine whether there 
was a failure to scale down the demand sufficiently in time. 

The Committee note that the excess charges for the period June. 
1968 to January, 1967, have been refunded or are likely to be ud- 
justed but that the State Electricity Board have not agreed to refund 



the excess charges levied for the earlier period, ots. lrn to May, 1966. ! @ 

The Committee would like the question of refund af c r r c # ~ ~  
ges for the period September, 1965, to May 1966 to be pursued 
rously. They would also like the Ministry to impress upon the 
authorities concerned the-need to assess their requirements more 
realistically. 

[Sl. Nos. 64 to 66 (Paras 3.187 to 3.189) of Appendix IV to 69th 
Report (1968-69) (4th Lok Sabha) of P.AC.1. 

Action Taken 

It is true that the change in the operational requirements was in- 
dicated by the Command Authorities in January, 1967, but the ques- 
tion of scaling down the contract demand had been taken up inde- 
pendently by the Garrison Engineer much earlier. The circumstan- 
ces in which this action was taken by the Garrison Engineer are ex- 
plained below. 

The electric supply was given to the M.E.S. in pursuance of the 
letter of the Additional Chief Engineer, Rajasthan State Electricity 
Board, dated the 17th September, 1965. In accordance with that 
letter billing had to be done under Schedule HSIMLILT13 which 
applies to loads ranging from 10 KW to 100 KW. In view of this, the 
M.E.S. considered that the Rajasthan State Electricity Board would 
charge for the consumption of energy in the manner prescribed un- 
der Schedule HS'ML'LT-3. It was only on 27th May 1968 when the 
Rajasthan State Electricity Board sent the bills for the flrst time 
that the M.E.S. came to know that the billing had been done under 
Schedule HS I ML iHT-2. Immediately on receipt of the bill, the 
Garrison Engineer took up the matter on 31st May, 1966, with the 
Additional Chief Engineer, Rajasthan State Electricity Board, point- 
ing out that the demand charges given in the bill were based on 500 
KVA whereas the capacity of the MES transformer installed was 
100 KVA only. However, in accordance with the rules of Rajasthan 
State Electricity Board, and with a view to avoiding forfeiture of 
rebate, the bill was paid in full. On 4th June, 1966, the Garrison 
Engineer, Jaipur again requested the Additional Chief Engineer. 
R.S.E.B. to restrict the Contract Demand to 100 KVA. On 10th 
November 1966, the Additional Chief Engineer, R.S.E.B. conveyed 
the approval of the Chairman, R.S.E.B. for reducing the contract 
demand from 500 KVA to 100 KVA with effect from 4th June, 1988. 

2. It will be seen from the position stated above that there was 
no time lag between the receipt of the'first bill or revelation of the 



incorrect demand charges and clpplication to the Board for scaling 
down the Contraat Demand, There is, thus, no failure 6n the part of 
the MES authorities in taking necessary action to scale down the 
contract demand eufflciently in time. 

3. As regards the refund of excess demand charges for the pe- 
riod from-20th September, 1965 to 3rd June, 1966 the Rajasthan 
State Electricity Board have since agreed to refund the same. 

4. With a view to ensuring that the peak load demands of elec- 
tricity are assessed on realistic requirements, necessary instfuc- 
tions have been issued to all concerned vide Army Headquarters, 
E-in-C's Branch letter No. 29066(88/E4, dated 23rd December, 1967 
(copy enclosed). 

5. D.A.D.S. has seen. 
[Mia of Def. u.0. No. 15(4)16911271-SID (Work-11), dated 27th 

October, 1969.1 

Copy of Army Headquarters, Engineer-in-Chief's Branch letter No. 
29066i68jE4, dated 23rd December, 1987, to the Chief Engineers, 

Sout hern 1 Eastern Central 1 Western Commands 
SUBJECT: -Excess Payment of Demand Charges 

1. An instance has come to the notice of this HQ wherein a t  a 
certain station the MES obtained supply of electric energy from a 
State Electricity Board with the stipulation of anticipated Maxi- 
mum Demand of 500 KVA. Later it was detected that the actual 
demand was only 100 KVA, based on the capacity of the transfor- 
mer installed. In accordance with tariff for supply of Electricity 
of the State Electricity Board, the MES were billed at  75 per cent 
of the anticipated Maximum Demand with the result that an extra 
expenditure of Rs. 5,400.00 per month was incurred for Demand 
Charges. . 4. sd;; 

2. I t  would be seen from the above that the peak load commit- 
ment by the MES was far in excess of actual requirement and this 

.has become the subject matter of Draft Para for Audit Report (DS 
1968) . 

3. To avoid lapses of this 'nature will you please instruct all con- 
cerned to ensure that the peak load requirements are indicated to 
the Supply Agency in accordance with realistic requirement Your 
attention has already been drawn to this vide para 14 Section 4 
of the Minutes of the Chief %gineers\Commanders Conference 
1967. 



4 Please also investigate the peak load requirements given to 
the Supply Agency and as actually existing at all station8 so that 
such objections may not recur. 

Sdj~  R. N. Sw, 
for ENGINEER-IN-CHIEF. 

Recommendation 

The Committee cannot refrain from expressing the view that 
this case speaks rather poorly of the state of affairs in the Embarka- 
tion Commandant's Organisation at Bombay. The stores were un- 
loaded between the 20th September, 1957 and 30th September, 1957 
and could not be located till after a search on 3rd March, 1958. Due, 
however, to records getting misplaced it could be cleared only on 
the 16th December, 1962 after which it was found to be badly da- 
maged. The Committee note that the officials directly connected 
with the case have been released from Army Service. The Com- 
mittee hope, however, that in the light of experience of this case 
and the observations made by the Committee in the earlier por- 
tion of this report steps will be taken to guard against the recur- 
rence of such nature. 

[Serial No. 79 of Appendix IV to PAC's 69th Report (Fourth Lok 
Sabha) (1968-69) .] 

Action taken 

The steps taken to streamline the procedure for clearance of de- 
fence consignments and bringing about greater coordination in the 
matter of clearance with Port Trust Authoritleq have already been 
indicated in Ministry of Defence's Note bearing U.O. No. 26(2) 681 
D(Mov). dated 4-9-1968 sent to the Lok Sabha Secretariat under 
Min of Def. OM No. F. 11 (1) '68 D (Budget), dated 13-9-1968, Further 
instructions have been issued on 31.8.1988 (copy at Appendix 'A'). 
According to these instructions, landing operations;clearance of 
stores are to be suitably supervised. Arrangements are also made 
for the services representatives to be present at the time of landing1 
clearance of stores, where considered necessary. 

Instructions have also been issued to all the Embarkation Head- 
quarters on 5-12-1968 (copy at Appendix 'B') that if any notiflca- 
tion for unclaimed'unconnected consignments is issued by Port 
Trust Authorities, which is either specifically addressed to the Em- 
harkation Headquarters or is received by them as an addressee 
in the mailing list, immediate action should be taken to have such 



c a m  opened under the Port R u k  for physical inspedlon to arrive 
at a definite conclueian .er to their awnershdp This should greatly 
reduce the risk of delivery of defence consignments to any other 
party and also, help trace the lost or misplaced consignments. 

Progress of clearance/despatch of imported consignmente ex the 
dock is also watched centrally to avoid any hold-up and to ensure 
.that prompt action is .taken by Embarkation Headquqers  concern- 
ae<f to trace missing consignments and obtain delivery a t  the earliest 

It is considered that in view of the steps taken, cases of the  
.type in question should not recur. 

D.A.D.S. has seen. 

[Min, of Def. U.O. No. 36(3) /6718044/D(Mov), dated 29th September, 
1969.1 

ANNEXURE 'A' 

DELHI TELEPHONE-34559 
REGISTEREDpIDS 

NO Ai038061PC2:Q Mov Shipping 
ARMY HEADQUARTERS 
Quartermaster General's Branch 
DHQ PO NEW DELHI-11 
31 Aug. 1968. 

To 
Embarkation Headquarters 
Post Box No. 331 
BOMBAY-I. (5) 
Embarkation Headquarters 
Fort William 
CAL(IUTTA-3 . (5) 
Embarkation Headquarters 
Fort St. George 
MADRAS-9. 

SUUJFCT:-CLAIMS PROCEDURE-IMPORTED STORES 

1. The revised procedure in respect of claims for Defence cargo 
.shortlanded'damaged is forwarded herewith for guidance and strfEt 
,compliance. 

2. Please acknowledge. 
Sd ' -  COT. MAWOHAR LAL, 

for DTRECTOR OF MOVEMENTS. 



Copy t0:- 

Headquarters Southern Command 
Headquarters Eastern Command 
Headquarters Western Comrnand 
Headquarters Central Command 
CsDA Southern Command, POONA 
A r  Force, DEHRA DUN 
CDA, PAllNA 
DGOF, CALCUTTA CGDA 
DGAFMS (DG-2E) . 
DG of Inspection (TD). 
Deptt. of Defence Production 
R&D Organisation (RD-29) 
DTD & P' (Air) 
DGBR (Dte of Mov) 
DSP (N). NASO, EOMBAY-For guidance and compliance- 
NHQ (Dte of Stores) 
Air HQ (Dte of Eqpt) 
MGO Branch (Org Dte) 
MG'PPO 
E-in-C's Branch (E3). 
ST 6A,P 
RV Dte (RV-I) 
MF Dte (MF-1) 
Ministry of DefencelD (Mov) ; D(O), D(Fy) , D(HAL-11). 

FinancelDefence-Qk 

No. A103806iPC8/Q Mov Shipping 

CLAIMS PROCEDURE-IMPORTED STORES FOR THE DEFENCE 
SERVICES & THE MINISTRY OF DEFENCE 

AIM 

1. The aim is to lay down a procedure in respect of ckims for 
Defence Services cargo shortlanded andlor landed in damaged condi- 
tion or landed but missing. 



" 2. This procedure will apply to cargo intended for all the THREE 
S ~ ~ , V I C E S  and MINISTRY OF DEFENCE and shipped as under:- 

(a) Stores shipped on commercial vessels by various Govern- 
ment of India's sponsored agencies (e.g. h d i a  Supply 
Missions LONDONIWASHINGTON) on which freight is 
normally payable in the countqy of shipment. 

(b) Stores shipped on commercial vessels on which freight is 
payable or adjusted in INDIA. 

(c) War Department stores shipped from the UK on which 
freight is payable by WAR OFFICE]AIR MINISTRY, 
LONDON. 

Responsibility-Handling of Claims 

3. (a) The responsibility for handling claims for damages and 
shortlanded items including lossesldamages sustained to stores sh ip  
ped commercially insured, will be that of the Embarkation Com- 
mandant concerned, who will deal with them from the time of ini- 
tiation to the time of their payment or final rejection. 

In the case of claims for lossesidamages for commercially insured 
stores, which are not settled within 6 months from the date of land- 
ing, the responsibility to finalise such claims will be entrusted to 
the Insurers with whom the stores are insured. All relevant cor- 
respondencejdocuments will be forwarded to the Insurance Coy con- 
cerned or their representative, at the earliest under intimation to 
Army HQ (Mov Dte) and the consignee concerned. 

(b) Explosives belonging to all the m E E  SERVICES will be 
handled by NASO, Bombay when imported through the port of 
Bombay. Responsibility for off-loading, marine survey, lodging of 
claims on account of discrepancies/damages of these stores and to 
progress these till finalisation will be that of the NASO, Bombay. 

Landing of Stores 

4. As far as physically possible and practicable, landing opera- 
tionslclearance of stores will be suitably supervised. Arrangements 
will also be made for the Services representative to be present a t  
the time of landing/clearar,ce of stores, where considered necessary. 
It will be ensured that the damages a r e  suitably remprked in the 
ports' remarks list. 



Survey 
5. Immediate action will be taken to conduct necessary surveys, 

within the time limit prescribed for such surveys by law or local 
usage, on stores landed in damagedlsuspected to be damaged condi- 
tion. Embarkkition ComrnandantlNASO, Bombay are responsible to 
ensure that surveys are completed within the time limit prescribed 
by law or local usage and are not allowed to become time barred on 
any account. An extract from Article IJI of the Indian Carriage of 

*Goods by Sea Act, 1925, is reproduced below:- 

"6. Unless notice of loss or damage land the general nature of 
such loss or damage be given in writing to the carriers or 
his agents at  the port of discharge before or at the time 
of removal of the goods into the custody of the person 
entitled to delivery thereof under the contract of the Car- 
riage, or, of the loss or damage be not apparent, WITHIN 
THREE DAYS, such removal shall be prima facie evidence 
of the delivery by the Carriers of the goods as described 
in the bill of lading." 

Sit roey Report 

6. (a) Immediately a survey is completed, the Embarkation Com- 
mandantiNAS0 concerned will obtain reports of the survey and 
issue. in writing, a notice of liability as in Appendix 'A' (Form I) 
for the lossidamage established against the CarrierslPort authorities, 
as the case may be. Where stores are not discharged from the vessel 
concerned, the fact should be got confirmed and certified by port 
authorities and a shortlanding certificate obtained, where necessary. 

As soon as liability for loss/damage is established. a claim (in 
quadruplicate) will accordingly be submitted against the party con- 
cerned along with the supporting documents as mentioned in para R 
.below. 

(b) Stores which, though landed, do not become avpilable for 
clearance along with other consignments and when located (after 
expiry of period prescribed for Marine Survey) are found in damag- 
ed condition will be cleared after Regimental Survey in case Stea- 
mer Agents'Port authorities refuse to arrange and attend Marine 
Survey. However, timely legal action to recover losses from the 
Port Trust concerned will be taken as contemplated vide paras 11 
and 12 below. 

(c) Bills of LadingiInvoices show details of the stores expected 
to be discharged ex-particular vessels. The Bills of Entries for the 
purpose of assessment of customs duty are normally prepared from 



the relevant documents viz. Bills of Lading/Invoices and customs 
\ h u t y  is levied jeharged accordingly . 'Eml,mkatlon Cormaandants 

will ensure that claims for refund of custonrs duty charged cw stores 
as are Anallly declared shortlandd are lodged against Customs Autho- 

I ,  

ritiea as soon 18% the fact of shortlanding is conftrmed by part autho- 
rities and pursued till Analisation. Such of the claims will invariab- 
ly be supported with the Port TrwtjPort Commissioners' shortland- 

i ng  conArmationlshortlanding certificate. 

(d) Necessary entries will be made in the Import Transit Ledger. 

Claims-Value 
7. Claims against shipping company or its agents on account of 

.stores shortlanded or landed in damaged condition, will be preferr- 
ed at the actual invoice rate, including the authorised percentage 
for freight, packing and landing charges, but in respect of stores 
.landed in damaged condition, proportioyte customs duty will also 
'be added in addition to other charges. In respect of claims against 
Port Trust Authorities, on account of stores landed but missing, whar- 
fage charges and customs duty will invariably be added to other 
charges. In respect of stores damaged while in the custody of Pcrt 
Trust customs duty only will be added to other charges. 

Supporting Evidence 

8. Claims will be submitted with all available supporting evidence 
1'2:. Bill of Lading, Survey Report, Shortlanding Confirmation, 
Shortlanding Certificate, Note of protest and proof of value of 
stores etc. as the case may be to the Shipping Company or its agents. 
The value of missing stores will be assessed on the basis of In- 
voiceslPacking Accounts available with Embarkation Commandant. 
Xowever, where it is not possible to do so, the same will be ascer- 
tained from the consignee concerned or failing that from the Direc- 
tor General. India Supply Mission, LONDON, for cargo shipped in 
the UK and from consignors in case of other countries of origin 
under intimation to the Consignees'Services HqrslBranches for suit- 
able action at their level. The value so collected will be substantiat- 
ed by supporting vouchers. In all cases of damages. the value will 
be obtained from the consignees concerned. 

In case complete information is not available, i t  is sumcient to 
notify the shipping coy or its aeents, of the claim with as many 
details a s  are available at that time, and to follow it up with the 
remaining documents as soon as they are obtained. In c w s  ot 
difTlculty a report will be made to ARMY WeADQUARTERS 



(MOVEMENTS DTE) sufaciently in advance of the expiry of the 
period of one year ao that such l a p s  on the part of consignees are 
brought to the notice of Services Headquarters for immediate action: 

' 

in the matter. Extension of time limit will invariably be obtained 
before expiry of the period of one year in all appropriate cases. . 

Time Limit 

9, Claims against carriers 

p) The Embarkation CommandantlNASO Bombay will ensure 
that claims are submitted and finalised at the earliest opportunity 
but within the prescribed period of ONE YEAR. Relevant extract 
from Article 111 of the Indian Carriage of Goods by Sea Act, 1925 is 
reprodueed below:- 

"In any event the Carrier and the ship will be discharged 
from all liability in respect of loss or damage unless SUIT 
is brought within ONE YEAR after delivery of the goods 
or the date when the goods should have been delivered". 

(b) Notwithstanding the above, in respect of ship governed by 
the *Gold Clause Agreement, the shipowners will, upon the request 
of the Landing Officers, extend the time-limit of one year for a fur- 
ther period of 12 months subject to the condition that a notice of 
claims, with the best particulars available, is given within 12 months 
from date of landing of stores and there is no undue delay in giving 
information and confirming the claim. In  no case the claims will be 
permitted to become time-barred. 

10. A report on claims, which are not settled by the 8th month 
(stores shipped in ships not covered under Gold Clause Agreement)/ 
20th month (ships governed under Gold Clause Agreement) from 
the date of landing of stores will be made to ARMY HEADQUAR- 
TERS (MOVEMENTS DTE), giving full details of loss!damage to- 
gether with copies of correspondence exchanged with the Caniers, 

----- - - - - -  .-- --- 
NOTE: The Agreement covers stores shipped to India by Director Gene- 

ral, India Supply Muion, LONDON, in all shim under the British Flag 
and almost all the shipe under the Commonwealth Flap. The arrange- 
ment does hot cover ~tarea shipped in foreign owned shim and a fcsp rrhlp 
under the Commonwealth Flags. Doubtful cases will be r e f e m  to Mirctor 
General, India Supplv Mission, LONDON, for clarMcations 



{ b e y  report, Note of Protest, where required and P self contained 
tement of case containing positive recommendations 09 the Em- 
kation Commandant concerned, for consideration of legal action 

or otherwise. 
Claims (for amounts exceeding Rs. 2001- in each case) which 

are finally rejected by CarrierslPort authorities and where no fur- 
ther action, legal or otherwise, is called for will be submitted imme- 
diately to ARMY HEADQUARTERS (MOV DTE) for considera- 
tion through CDA concerned for his audit remarks. Claims for a 
nett loss (to the actually written off) up to and for Rs. 2001- will be 
dealt with by the Embarkation Commandant concerned under his 
administrative powers as set forth in para 19 below, in consulta- 
tion with the CDA concerned. 

Claims against port authority 
11. Claims for lossjdamage which takes place in port custody 

will be preferred against port Authorities as soon as possible. Suit- 
able steps will be taken to initiate timely legal action against the 
port authorities where so advised by the Legal Advisers. 

12. Embarkation authorities will be responsible to obtain timely 
local legal advice so as to justify issue of legal notice in the f i s t  
instance and followed by a suit subsequently. Where legal action 
is recommended by Legal Advisers, the proposed draft legal 
notice, duly approved by them will be forwarded to ARMY HEAD- 
QUARTERS (MOVEMENT DTE) with the recommendations by 
the Embarkation Commandant concerned for issue. 

Intimation to the Controller of Defence Accounts-Adjustment of 
Recoveries (Losses. 

13. A copy of the claim on account of stores shortlandedldamag- 
ed preferred against the Shipping Companies or their Agents!Port 
authorities, will simultaneously be forwarded to the consignee 
concerned and to the Controller of Defence Accounts in whose area 
the  port is located for watching the progress of the claim. Progress 
in respect of stores (explosives) handled by NASO, Bombay, will 
be watched by CDA (Navy) to whom the copy of the claim will be 
forwarded by NASO, Bombay. The amounts recovered from the 
shipping companies will be credited into the BanklTreasury on 
IAFA 507 (Military Receivable Order in duplicate). The deposition 
copies af Military Receivable Order (viz, original copies) duly 
receipted by the bank will be forwarded to the Controller of 



Defence Accounts concerned in whose area the port is located. In 
the case of credit on account of Naval and Air Force stores also, 
the treasury receipt will be forwarded to the Controller of Defence 
Accounts in whose area the port is located, who will finally compile 
the recoveries to the appropriate receipt Read under Major Head 
LXlI Sub-Major Heads l-ARXWi2-NAVY13-AF according to the 
nature of stores. 

Losses-Insufficiency of Packing 

14. Under Articles 3 & 4 of the Indian Carriage of Goods by Sea 
Act, 1925, the Carrier is required to issue a Bill of Lading, showing 
among other things, the apparent good order and condition of the 
goods. The Bill of Lading is a prima facie evidence of the receipt 
by the Carriers of the goods as therein described. The fact that 
the holder of the bill of lading containing the statement that the 
goods were shipped in apparent good order and condition, takes it 
without objection as a clean Bill of Lading is sufficient evidence 
that he relied upon it. 

15. When a clean Bill of Lading is issued, the CaMer under- 
takes an obligation to deliver goods a t  the destination in the like 
good order and condition unless he can prove facts bringing him 
within an exception excluding his liability or can show that damage. 
was occasioned through some cause which was not apparent on a 
reasonable examination of the goods when shipped. In the case 
of goods shipped under such a Bill of Lading the ONUS will ob- 
viously be upon the Carrier to prove that the goods were insuf8- 
ciently packed and that such ir~sufficient packing was not apparent 
on a reasonable examination of goods when shipped. 

16. Claims for losses in respect of stores packed in cartons, 
crates, bags, bundles and unprotected stores shipped in apparent 
good order and condition and shown as such in the covering Bill 
of Lading wilI be properly pressed against the Shipping Companies 
or their agents. Rejection of claims on grounds of 'insufficient 
packing' not fully compatible with terms and conditions of the 
covering Bill of Lading will not be accepted as a matter of routine. 
Local legal advice in all doubtful cases will be obtained suflcientlv 
in sdvance to facilitate legal action, where so advised by Legal 
Advisers Miximum efforts, both folmal and info~mal, will be 
made to ensure that claims are srettIed amicably reducing legal 
action to the barest minimum. Pwbrkqtion Commandant'h'ASO. 
Bombay will he held responsible if such cases are not properly 



ssed against Shipping companies and are allowed to &eg on. 
) I  fib 

fri finitely permitting tham to become time-barred. 
I 

l~&coverabb Claim 

17. Losses on account of stores shortlandedfdamaged which re- 
main irrecoverabl; form CarriersjPort authorities will be dealt 
with at the consignee's end as CASH LOSS in accordance with 
relevant Rules of FRI (Part I) 1963 Edition without holding a 
Court of Inquiry. Compensation from Marine Insurance Fund held: 
by the Director General, India Store Department LONDON (now 
ISM, LONDON) will be obtained in respect of stores shipped upto 
31 March 1963 subject to the following conditions:- 

'> (a) Stores are shipped bylthrough ISD (Now ISM) LONDON. 

(b) Lossldamage occurring during sea transit (while stores 
are on broad the vessel). 

(c) Claims for loss/damage has been finally rejected by 
shipping companies. 

18. Claims on Marine Insurance Fund are to be lodged against 
DG, ISD LONDON (now ISM, LONDON) within 6 months frmn 
the date of final rejection by the Carriers and there is no chance 
at all of recovering compensation from them through legal action or 
otherwise. Embarkation Commandant concerned!NASO will ensure 
that consignees are advised to claim compensation of the loss in- 
volved from Marine Insurance within the period of 6 months from 
the date of final rejection of claim by the Carriers, where admis- 
sible. Necessary correspondence exchanged with the Carriers, 
other documents vir. shortlanding certificates, Note of Protest, 
copy of survey report etc. together with orders issued by ARMY 
HEADQUARTERS will be furnished to the consignees without 
loss of time. 

19. Government of India, Ministry of Defence letters No. 895703 
Q Mov S2111724-Md (mov) dated 2 January 60 and 89570jQ Mov S21 
3666C D(Mov) dated 8 May 64 confer on Embarkation Comman- 
dants admini~tr~ative powers to drop claim to the extent of 
Rs. 200.00 (per claim). The foregoing limit refers to the actual 
amount of loss to be finally dropped and not the amount of the 
original claim. Irrecoverable claims for losses exceeding Rs. 200 
will be submitted to Army Headquarters (Q Mov Shipping) for 
concurrence of the Government. 



It will be the personal responsibility of the Embarkation Com- 
mandant concerned to ensure thpt all poaible avenues are ex- 
plored to settle the claims favourably before final resort is made to 
drop them Action to regularbe the loss consequent on dropping 
of claims will be taken by the consignee concerned in the normal 
.manner. 

A half yearly report in respect of claims dropped in exercise 
ob the above administrative powers will be submitted by the Em- 
barkation Commandant concerned to ARMY HEADQUARTERS 
(MOV DTE), giving reasons justifying such an action. 
PROGRESS REGISTER 

20. A Register will be maintained showing progress made in all 
.claims submitted in accordance with the foregoing procedure. The 
Register will be open for inspection any time by the Local Audit 
,Officers. 

GENERAL 

21. In addition to action outlined in the foregoing paras, any 
serious case of shortageldarnage will be dealt with on its merits and 
reported to ARMY HEADQUARTERS immediately. 
CANCEUATION PREVIOUS INSTRUCTIONS 

22. The procedure will be operative with immediate effect can- 
celling all previous instructions on the subject. The above pro- 
decure does not cover lossesldamages sustained to consignments 
shipped ex USSR. 

ANNEXURE 'B' 
DELHI TELEPHONE: 374559 

No. Ai369461Q Mov Shipping 
ARMY HEADQUARTERS 
Quartermaster General's Branch 
DHQ PO NEW DELHI-11 

5 Dec. 88 

Embarkation Headquarters 
Post Box No. 331 
BOMBAY-1 
Embarkation Headquarters 
Fort William 
CALCUTTA-21 



~OTIFICATION ISSUED BY PORT TRUST AUTHORITIES FOR 
AUCTIONS 

It is obseryed that notifications for auction of u n c l a f m e d ~ n -  
nected consignments issued by port authorities are casually attended 
to. In the past a costly consignment of aero-engines was auctioned 
by Madras Port Trust to a private firm, as its contents could not be 

2. The Govt. have, therefore, decided that in future if my such 
notification is either specifically addressed by the Port Trust Authb 
rities to Embarkation Headquarters or is received by them as an 
addressee in the mailing list, immediately action will be taken to 
have such cases opened under the port rules for physical inspection 
to arrive at a definite conclusion as to their ownership. These ins- 
tructions will be strictly complied with. 

3. Please acknowledge. 

for DIRECTOR OF MOVEMENTS 
Copy t0:- 

Emb HQ MADRAS. 

To. 
FORM 1 

(Name of Agent) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. 
Subject :-SHORTAGES[DAMAGES EX SS. . . . . . . . . . . . . . . . . . . . . .  

OF. . . . . . . . . . . . . . . . . . . . .  .(DATE OF BERTHING) 
Dear Sirs, 

I have to advise that stores as per particulars given below have been short 
receivedreceived damaged by us:- -- - - . 

Descrip- Quantity Quantity Quantity Report 
BIL No. tion of  as per actually short on 

Stores B!L received received damages 

A claim bill in quadrupliafe with supporting vouchers will be submitted 
to you in due course. 

Youn faithfully, 
copy to :- 

The Controller Officer. 
3104 (Aii) LS-9. 



Fkreommeadatton 

The Committee note that 585 out of 600 tyres p rocwd  f* 
aircraft at a cost of &. 1.14 lakhs turned out to be Hurplus and had 
to be auctioned for Rs. 61,000. These tyres were procured on an 
urgent demand raised after a review of requirements Carried out in 
December, 1963, but were found to be surplus as a result of =other 
review carried out a year thereafter. A further surplus of another 
lot of 228 tyres has also come to light as a result of subseguent re- 
view of the stock position conducted in January, 1968. All these 
suggest that the procurement of these items was not done on 8 
realistic assessment of requirements. It was explained during evi- 
dence that assessments of requirements of spares for aircraft are 
based on past consumption data as modified by a 'fwecast factor' 
determined with reference to the future plans for flying operations. 
The recurring surplus disclosed in this case coupled with the erratic 
consumption of this item over the last fi\.e years varying from 600 
to 21 indicate that either no systematic plan for flying operations was 
drawn up for this aircraft or that procurement was undertaken with- 
out regard to such plans. The Secretary, Ministry of &fence, him- 
self stated during evidence that results of various provisioning re- 
views carried out in this case were "somewhat confusing" and that 
"if the provisioning is more systematic these canfusing rmlts would 
not have arisen." The Committee would like - v e m e n t  to 
examine h w  best the existing system of proddoning in respect of 
aircraft can be systematised .by evolving realistic 'forecast factor* 
so that costly and wasteful accumulation of fnventories does not 
occur. 

[Sl. No. 80 of Appendix IV to PAC's (1968-69) 69th Report (4th 
Lok Sabha)]. 

Requirements of aircraft spares broadly fall into two categeries 
i.e. 1st and 2nd line spares required by the operating units and 3rd 
and 4th line spares required by repair and overhaul agencies. The 
requirements of 3rd and 4th line spares are assessed by the repair 
agency concerned on the basis of repair and overhaul tasks assigned 
to the repair ageicies. 

2. The requirements of 1st and 2nd line spares for the a u t h o r i d  
provisioning period are worked out by the application of forecast 
factors. A forecast factor may be defined as "a multiplying factor 



which is applied to past co~lsumption data of spares and equipment 
in order to est,hate the rate of consumption during the ensuing 
production period". 

3. The system of provisioning in the IAF has been review& from 
time to time and necessary changes are made to streamline the 
system. The following steps have now been taken:- 

(i) It  has been decided that forecast factor may be calculated 
on different percentages of actualjauthorised flying efforts 
depending upon future utilisation plants, actual flying 
achieved etc. by different aircraft; 

(ii) under the Forward Supply System introduced in the IAF, 
the supply points have been brought nearer the consumer 
thus relieving the consumer of holding an inventory of 
stores. The operating units are required to maintain the 
atcual utilisation of spares at the point of use. Replenish- 
ment demands are based on this consumption; 

(iii) with a view to minimising the demanding of stores which 
may ultimately become surplus at consumer units, a policy 
has been laid down that no surplus stores at units will be 
backloaded to Equipment Depots without the concurrence 
of Air Headquarters. This will inhibit indiscriminate de- 
manding by the consumer units and focus their attention 
to the need for correct forecasting of requirements; 

(iv) to assist in realistic provisioning of aircraft spares and to 
help analsis  of the trends of consumption based on en- 
viremental and operating canditions, instmctions on the 
maintenance of consumption data of aircraft spares, com- 
ponents and materials by Technical staff at the flying 
units have been issued; and 

(v) the stores holding in the IAF has been rationslised as a 
result of which the requirements of overhaul spares for 
each repair agencv will be held in a depot adjacent to it 
known as Overhaul Spares Dept. The review of require- 
ments is also to be undertaken by them. In the case of 
30 Equipment Depot, Santa Cruz, the Air India system of 
provisioning with certain restrictions is dso introduced 
for the Super Constellation aircraft spares. Based on the 
success of the system, the question of extending it to 
other Overhaul-Spares Depots will be considered. 

IM of D. u.0. No. F 4(18) B9'D (Air-I). dated 5-12-19(FJ] 
e .  



Phe Committee observe that over-provisioning to the tune of 
Rs. 1.45 lakhs occurred in this case due to omission on the part of 
the staff entrusted with the maintenance of stores records. A Court 
of Inquiry which investigated the case found "Very important pro- 
visioning documents" for certain periods to be not available and 
some of the entries in the available records "to to fake". The Court 
of Inquiry also pointed out that the staf£ did not have adequate 
training or experience in provisioning procedures and that adequate 
supervisicn was lacking. They suggested that the question of im- 
proving the system of stores records shwld be considered and 
adequate training provided to the staff. The Committee trusts that 
Government will examine the situation in regard to the state of 
stores accounts in other depots having large holdings, to ascertain 
whether there are similar sltortcomings in those depots and how 
best they could be remedied through better training, closer super- 
vision and rationalimtion of the system of accounts and procedures 
for provisioning. The Committee have in their 15th Report (Fourth 
Lok Sabha) already emphasised the importance to the Air Force 
of modern technique of stores control and inventory management. 
The Committee hope these techniques will progressively be adopt- 
ed in all stores depots. 

[Serial No. 81 of Appendix IV to 69th Report of P.A.C. (Fourth 
Lok Sabha)]. 

Action Taken 

The various measures taken to improve the stores accounting 
and to introduce modern techniques of stores control and inven- 
tory management in the IAF are enumerated below:-- 

Introduction of Revised Provision Control Cards at A i r  H q s .  

2. Provision Control Record Card form (Q) 507 is the main 
document on which essential provisioning data for every item of 
equipment are maintained. This card in its present form contain 
complete information regarding item particulars, dues-in, stock re- 
cord and dues-out. It was found by experience that information 
contained on P.C.R. Card was required at the same time by diffe- 
rent staff dealing with various aspects of provisioning i.e. posting 
of transaction, recording of dues-in and dues-out and their clear- 
ance, for carrying out periodicallspecial reviews, pricing of in- 
dent etc. The P.C.R. Cards, therefore, remain constantly In circu- 
lation for one job or another with the result that while the con- 
sumption data is in the process of being updated, the progression 



and clearance of d u d n  and dues-crut tends to be held up. Excee 
s h e  handling also results in the mutilation af carcis. To overcome 
these difficulties Government sanction has been ackrded for the 
f n ~ u c t l o n  of separate dues-in and dues-out record cards and also 
the revision of existing PCR Cards. Action for procurement of the 
new Cards is @ hand. 

Decentralkllon of Tally Cards at Depdb 

3. The Tally Cards at the Equipment Depots are now held 
alongside the concerned sites, although control of cards still rests 
with the Demand Control OfBcer. 

Rotables and Hi-Value Control 

4. Under this system the quantum of holdings for each type of 
aircraft for each WinglStationlRepair Agency is scaled to form the 
basis for demand and supply. In the case of certain aircraft, the 
issues are controlled by Air Headquarters. Units are required to 
return the repairable rotables promptly to the repair agencies while 
the replacement issues are made from the Overhaul Spares Depots 
established alongside such repair agencies. 

Maintenance of accurate consumpion data 

5. In a centralised provisioning system followed in the IAF, 
issues out of Equipment Depots to consumer units are treated as 
consumption while carrying out provisioning reviews. To ensure 
that demands raised by the consumer units reflect realistic require- 
ments the following measures have been taken:- 

(a) A Foxward Supply System has been introduced under 
which the supply points have been brought nearer the 
consumer thus relieving the consumer of holding an in- 
ventory of spares. This also has resulted in the availabi- 
lity of more reliable data regarding actual consumption 
and in turn making provisioning more realistic. 

(b) With a view to minimise the demanding of stores which 
may ultimately become surplus at consumer units, a 
policy has now been laid down that no surplus stores at 
units will be backloaded to Equipment Depots without 
the concurrence of Air Headquarters. TMs will inhibit 
Indiscriminate demanding by the c o n s ~ ~ n ~ e r  unib and 
focus their attention to the need for correct forecasting 
of requirements. 



(c) To assist in realistic provisioning of aircraft spares and to 
help anelyse the trend of consumption based on cnviron- 
mental and operating conditions, instructions on the main- 
tenance of consumption data of aircraft spares, cornpo- 
nents and materials by Technical St& at the flying units, 
have been issued by Air Hqrs. recently vide A.F.O. 3281 
69 t 

Similarly to improve accuracy of provisioning of repair/overhaul 
requirements, overhaul spares depots (0.S.Ds) have beenlare being 
formed alongside repair agencies for holding 3rd and 4th' Une spares 
and undertaking reviews of their requirements on the basis of the 
approved repair task. These reviews are to be forwarded to Air 
Headquarters for provisioning. 

Re-otganiscrtion of Ptovisioning Sections 

6. In order to streamline the provisioning work, the provisioning 
sections in the Directorate of Equipment at Air Headquarters, have 
been re-organised. Under the old organisational set up of provision- 
ing sections, an Assistant Director constituted a composite provi- 
sioning cell for specific range of spares and was responsible for the 
policy, stock recording, reviews. preparation and raising 6f indents, 
allocation of inabilities and progression of deliveries. In addition. 
the Assistant Directcr had to deal with day to day supply problems 
and attend to correspondence pertaining to stores under his charge. 
He also deals with allotment of aircraft and enquiries, issue of re- 
pair task, write-off and strike-off, audit objections and issue out of 
the Air Force. He also used to undertake analysis of A.O.G. demands 
exercise control of rotables and Hi-Value items, deal with Audit 
paras and put u p  briefs and statement of cases for meeting and tlis- 
cussions held at the level of DOE'AOM. Supply of breakdown 
spares required bv the repair agencies for the repairtoverhaul tasks 
was also arranged by him. The duties assigned to the Assistant 
Director. therefore, covered not only policy and planning, but also 
detailed work connected with the supply and various provisioning 
processes. 

7. To obviate the above mentioned difl8culties and to achieve bet- 
ter supervision uniformity and coordination of provisioning activi- 
ties, it was decided that the provisioning sections should be reorga- 
nised on a functioning basis by forming distinct cells dealing with 
provisioning, policy and AOGs under each Deputy Director and 
that provisioning and policy cells should be further split into groups 
based on functions and type of work involved. It was felt that 
such set up would help to achieve Mective administrative control 
a d  maximum functional cmdency without a l l o w  the supply and 



~ t b r  problemp to disrupt the timely execution of p&ioning work. 
%e revised organiwtion of prwldmiG sections was accordingly 
~fiti"oduced In Air HQrs. in May ' 1968. 

Computerbation of Previsioning system 

8. The provisioning of aircraft spares which involves a large 
amount of foreign exchange is gradually being computerised. The 
progress in this regard is outlined below:- 

(a) Stock recording am1 preparation of mechanically tabulat- 
ed provisioning reviews in respect of about 1.35 l a b s  
items comprising of Hunter, Canberra, Gnat epares to- 
gether with instruments, electrical and airframe)aero- 
engine accessories for British and American aircraft were 
taken on the punch card machines installed in the Equip 
ment Directorate. Due to limitations of machines, all 
provisioning aspects could not be taken over and record- 
ing and progression of indentslinabilities had to be conti- 

. nued manually. 
(b) With the setting up of a Computer Centre (under Cabinet 

Sectt.) at R. K. Puram to operate on an 'Open Shop' basis 
for the requirements of Government Departments and 
organisation in Delhi, sanction for the use of Honeywell 
Computers by the Directorate of Equipment to the extent 
of 92 hours (since increased to 150 hours) per month was 
accorded vide Government of India letter No. Air HQ' 
29!596'61E19'3154i3'D(Air. IV) dated 28th August 1968. 
By utilising these computers, it is envisaged that records 
of over 5 lakhs items will be completely mechanised. The 
system will also cover all the various aspects of provi- 
sioning work including recording and progression of in- ' 
dentsIinabilities. 

( c )  Far the effective control over inventory. a phased pro- 
gramme for the introduction of the computer system in 
suitable areas has been framed as follows: 

Phase I-Transfer to the computer system provisioning 8s- 
pects for all ranges rnechanised earlier on w c h  
card machines. 

Phase 11-Extension of computerisation to provisioning as- 
peds of all remaining ranges of 1st and 2nd line 
spares for ail aircraft which are not likely to be 
phased out in the immediate future. 



Phase III-Cornputerisation of &d and 4th line sparer of 
Overhaul Spam D w t a  and linking up af E, 
Ds and O.S.Ds with central computer system in 
Delhi. 

Phase N-Extension of computer system to paintain upto- 
date consumption and stock position in respect 
of user unitslwings etc. 

To start with phases I and I1 above are being implemented. 

Preuisiolting Instructions 
9. Formerly the Air Force did not have any systematic bookl' 

manual covering various activities related to provisioning. A ma-- 
nual of provisioning (IAP-1541) codifying provisioning instructions 
issued from time to time has been prepared. 

10. Similarly, based on the existing instructions and the Manual 
of Provisioning detailed instructions for the guidance of the staff 
employed on the various provisioning processes have been issued 
as provisioning Job Guidelines (LAP-1542). 

11. Government sanction has been accorded in March, 1969 to 
the formation of a team comprising of a Group Captain (Equip 
ment) and a C.G.O. I1 at Air Headquarters for a period of one year 
to review and re-write 1A.F. Supply manual including a system of 
accounting in war. 

Training 
12. The position on steps taken to improve training of Equip- 

ment Staff is as follows:- 
(a) Action has been taken to include instructio~s on provision- 

ing system and procedures in ab-initio courses for Equip 
ment Officers and equipment Assistants, advance Equip 
ment officers course and centralised training for Civilian 
Storekeepers. 

(b) Stores Organisation and Inventory Control Courses tun by 
Delhi Productivity Council. 

Some ofEcers have been trained in these comes. 
(c) Material Management Course conducted by the Materid 

Management Joumcrl of India, New Delhi. 
The Material Management Journal of India, New Delhi have been 

inviting Equipment Ofacers since 1965 on 3 days cowse and one 
day Seminar on Material Management. 15 Equipment OfBcen, have 
so far attended these courseslSeminars. 



(d) Management Training Course run by the Natisturl Institute for 
T~ailling Industrial Engineering (NITIE) , Bombcry. 

Some IAF officers have attended the course on atores and Inven- 
tory Control conducted by this institute. 

(e) Action h s  also been initiated to include irmstructions on Ma- 
terials Management and inventory control in the ab-initw course 
for Equipment Offhers and also in Advance Equipment W c e r s  
Course. Headqarters Maintenance Command under whose arrange- 
ments centralised training of Civilian Store Keepers is being car- 
ried out have been also advised to cover these topics. 

(f) Management Training 

The question of imparting 'in-Service' training is under exami- 
nation in Air HQrs. 
(g) Computer Programming Course 

For ensuring proper and speedy implementation of computeri- 
sation scheme, a number of Equipment Officers are being trained 
on the computer Programming Course run by the Cabinet Secre- 
tariat Computer Centre at R. K. Puram, New Delhi. . 

[Min, of Def. u.0. No. 37 (3) )691D (Air-IV), dated 5-12-1969,] 

Recommendation 
The Committee are not happy that the Military authorities should 

have continued to retain land measuring 1,676 acres acquired in 
1942-44 which had ceased to be of use to them as far back as 1946. 
It was only in January, 1968, that it was decided to dispose of these 
lands. Even after that no action was taken in the matter. Appa- 
rently, after the issue was raised by Audit, it was decided to hand 
the lands over to Military Farms. 

[Sl. No. 83 in Appendix IV to Sixty-Ninth Report of PAC (1968- 
69) (Fourth Lok Sabha)]. 

Action Taken 

Newali is an abandoned airfield which has been decided to be 
disposed of in the best interest of the State. The State GovernmeM 
has been requested in January 1969 to instruct the District Collector 
to revoke the licenceslpermits granted by them at this airfield and 
place it at the disposal of the ME0 concerned. The Army and the 
Navy have been asked in April 1969 to indicate their requirements, 
if any, at this airfield. After the requirements, are known, the sur- 



plus land and assets at  this airfield will be disporred of ia the bert 
interest of the State, fn accordance with the procedure, 

2. The procedure involved in this process is timecons* md 
will be completed in due course. 

3. D.A.D.S. has sees. c 

[M. of Do u.0. No. F. 2(12) lgl(D(Air-n), dated &&19Bg.] 

The Committee would like in this connection to draw attention 
to their observations in para 1.103 of their Fifteenth Report (Fourth 
Lok Sabha) where they had stressed the need for a periodical review 
of the position in regard to aquired lands. The Committee hope 
that such a review will be made and that land-which L not required 
for Defence purposes will be speedily disposed of. 

[SI. No. 84 in Appendix N to P.A.Cs (198889) Sixty-ninth 
Report (Fourth Lok Sabha)]. 

Action Taken 
Government have reviewed the abandoned airfields of the Indian 

Air Force and decided to retain only three of such airfields and dis- 
pose of the remaining airfields to the best advantage of the State. 
At present lands held under requisitionihire for the Air Force in the 
Assam and Punjab Sectors are under review. Such reviews in res- 
pect of the other Sectors will be taken up in due course. 

2. D.A.D.S. has seen. 

[Ministry of Defence U.O. No. F.22 (1) 69'D (Air.11). dated,the 18th 
September 1969.1 

Recommendation 

The Committee note that the Court of Inquiry have held tlie 
servicing personnel of Hindustan Aeronautics Limited directly 
responsible for the accident to an aircraft entrusted to them for 
servicing which resulted in a loss or as much as Rs. 8.33 lakhs to the 
exchequer. They further observe that in the absence of any contract 
with the Government undertaking d e h i n g  their responsibility in 
cases of such accidents, it may nnC be possible for Government, to 
claim compensation for the loss. ?ire Committee note that Govem- 
ment are now in the process of Analising the standard form of agree- 
ment to govern the execution of servicing and repair jobs to be 
entrusted to Hindustan Aeronautics, heteafGr. While h l i d n g  thr 



prop084 standard form of agreement with the Hindustan Aeronau- 
tfcs, the Committee would like Government to lay d m  in precise 
terms the responsibility of the Hindustan Aeronautics in case of 
damage to aircraft due to negligence or default on the part of the 
Undertaking. 

[S. No. 85 oi hppendix 1V (Para No. 5.73) of P.A.C.'s 69th Report 
(Fourth Lok gabha).] 

Action Taken 

The recommendation of the Committee has been noted for com- 
pliance. 

2. D.A.D.S. has seen. 
wn. of Def. U.O. No. 4(19) /6giD(Air-I), dated 10-10-69.1 

Another point calling for comment is the delay in release of 
foreign exchange for this work. The proposal for release of foreign 
exchange was initiated "almost one year" after administrative 
approval of the work and it took another "six to seven months" to 
get release for foreign exchange. It is surprising that the Ministry 
of Defence should consider this time-lag to be "just normal" for 
work which, on their own assessment, constituted "the nerve centre 
of the air defence system." The Committee would like Government 
to consider what procedures should be devised for eliminating such 
delays in the release of foreign exchange for emergency operational 
works. 

[SI. No. 87 in Appendix IV to Sixty-Ninth Report (Fourth Lok 
Sabha) 1968-89.1 

Action Taken 

The existing pi-ocedure laid down for the re.lease of foreign ex- 
change has been re-exanlined in the light of the above Recommenda- 
tion but it was found that there is no lacuna in the present procedure. 
There are two pre-requisities to the release of foreign exchange i.e., 
the clearance from indigenous non-availability angle and clearance 
by the Ministry of F'inance (Defence) born expenditure angle. un- 
less the case is covered under del'gated powers. Once these two 
requirements are fulfilled, there is no delay in the release of foreign 
exchange. However, necessary instructions have been issued to 
handle such cases properly and expedftiwsly and to give priorftl 



Pad special attention to avoid recurrence of such delays, in future. 
A copy of the instructions issued is enclosed. 

2 D.A.D.S. has seen. 

[Min. of Def. U.O. No. 22j21691D (Air-11) , dated 19-11-69.] 
, 

MINISTRY OF DEFENCE D (BUDGET) 

Subject: Release of Foreign Exchange. 

A case has come to notice where six to seven months have 
taken for the release of foreign exchange required for emergency 
operational works. The files moved for more than six months bet- 
ween E-in-C's Branch, DGTD, Ministry of Finance (Degmce), 
Ministry of Defence, and Air HQ. The entire matter was dealt with 
in the routine manner and nobody brought it out to bear on anyone 
the urgency of the projects for which foreign exchange was required. 
This has been adversely commented by the Public Accounts Com- 
mittee. The existing procedure laid down for the release of foreign 
exchange has been re-examined and it has been found that there is 
no lacuna in it. However, in order to avoid recurrence of such 
instances of delay in the release of foreign exchange required for 
emergency operational works, the cases should be processed on prio- 
rity basis and every endeavour should be made to get the foreign 
exchange released as expeditiously as possible. 

Sdl- J. K. SARMA, 

Under Se.cretary. 

All Sections of Ministry of Defence including Deptts. of Defence 
Production & Defence Supply M of D. u.0. No. F. 22 (2) 69;D (Air-11) 1 
'7377/D(Budget) dated 18-10-69. 

copy t o r  
Army HQrs, (All Branches) 
Naval HQrs (NSICoord) 
Air HQrs. (B&C) 
All Inter-Services Organisations. 
DGOF, Calcutta. 
DFA(B)-20 copies for distribution to DFAs concerned. 



The Committee note that the shortfall in expenditure in relation 
to  the total voted Grants amounted to 2.9 per cent during the year 
1966-67 as against 0.1 per cent in the previous year. The shortfall 
under charged items was 68.2 per cent as against 61.9 per cent in the 
previous year. The Committee note that, in pursuance of the ob- 
servations made by them in their 19th Report (4th Lok Sabha), in- 
structions have been issued by the Ministry for processing expedi- 
tiously all works accepted for inclusion in the Budget Estimates and 
avoiding delays in according Government sanction at all levels as 
also in payment of bills. The Committee hope that these instruc- 
tions will be implemented, so that the expenditure approximates 
more closely to the allotment. 

[Serial No. 88 of Appendix IV Para No. 6.11 of 69th Report (4th 
Lok Sabha).] 

Action Taken 

Recommendation of the Committee has been noted. 

2. The instructions issued vide this Ministry's U.O. No. 11(5)jF81 
D(Budget), dated 8468 have once again been brought to the notice 
of all concerned for guidance and strict compliance (copy attached). 

3. DADS has seen. 

[Ministry of Defence, File No. F. 11(10)/69:I>(Budget), dated 
19-7-1969.] 

MINISTRY OF DEFENCE D (BUDGET) 

Subject:-Public Accountr Committee-69th Report (4th Lok 
Sabha)-Recommendation No. 88. 

In Ministry of Defence U.O. No. l l (5)  G8;L)(Budget), dt. 8-4-68, 
it was impressed upon all concerned that all works accepted for 
inclusion in the Budget Estimates should be processed expeditiously 
and delays in according Government sanction should be avoided at 
all levels. They were also requested to ensure receipts and early 
payment of bills and debit of stores to avoid shortfall in Capital Out- 
lay. The Public Accounts Committee in recommendation contained 
at Serial No. 88 of their 69th Report (4th Lok Sabha) have observ- 
ed that the above instructions will be implemented so that the ex- 
penditure approximate rnnre closely to the allotment. 



2. It  is, therefore, requested that the above instructions may be. 
brought to notice of all concerned once again for guidance and strict 
compliance. 

Sd. 1- 
J. K. SHARMA, 

Under Secretary. 
JS(Q)  JS(A) JS(N) DS(W) DS(N) DS(A.1) 
D (W.1) D(W.11) D D (N.11) D (Air.11) (D (0.11) 
D (Prod) /Admin) -10 copies. 

[Mjnistry of Defence U.O. No. 11(10)jF9/D(Budget), dated 130.6- 
1969.1 . . 

Copy also to:- 
Air HQrs (B&C), 
Naval HQrs (Budget), 
E-in-C's Branch (Coord) . 
OMG's Branch/Dte of Qtg. 
DGOF. Calcutta. 
All Inter Services Organisations. 
Min. of Fin. (Def/Budget)-20 copies. 

Recommendation 
The Committee find that the Ministry of Defence surrendered' 

savings amounting to Rs. 5.58 crores in February, 1967, and further 
saving? of Rs. 13.75 crores on the last day of the financial year. The 
Committee would like to impress upon the Ministry of Defence\ 
Ministry of Finance (Defence) the need to ensure that funds which 
are not required are not surrendered so late as to preclude their 
utilisation elsewhere. A careful watch on the progress of expcndi- 
ture during the course of the year should be kept so that the 
amounts which are not likely to be utilised during the year are sur- 
rendered well in time. 

[Sl. No. 89, Appendix IV. Para No. 6.12 of 60th Report (4th h k  
Sabha) .I 

Action Taken 
The recommendation of the Committee has been noted by the 

Government. 
DADS has seen. 
ministry of Defence. File No. F. 11 (11) /69iD(Budget), dated 31- 

7-1989.1 
Recommcnda tion 

The Committee are glad to learn that the Minisky of Defence, 
have, in consultation with the Ministry of Finance undertaken to 
recast the Supplementary Demands in case a review made at the 



IKocIified Appropriation stage indicates the possibility of substantiar 
emuring that Supplementary Demands reflect the correct rcquirc- 
ments of funds.. 

[Serial No. 90 of Appendix IV (Para No. 6.20) of 69th Report (4th 
Lok Sabha).] 

. Action Taken 
As indicated to the Public Accounts Committee earlier, if, be- 

fore the Supplementary Demands are taken up for discussion in the 
Lok Sabha, a re-appraisal indicates the possibility of substantial 
savings that would materially affect the quantum cf the Supple- 
mentary Demand, it will be considered whether the Supplementary 
Demand already presented should be modified. It may be pointed 
out, however, that the last review at the Modified Appropriation 
stage, intended primarily to assist Government in determining the  
extent of re-appropriation and surrenders, does not always take 
place in sufficient time for this purpose, as by that time, ordinarily 
Supplementary Demands would have been passed by the L c ~  Sabha. 
Every effort will however, be made to conduct on urgent review. 
before the Supplementary Demands are taken gp for discussio~ls in 
the Lok Sabha, of the proposals earlier submitted and the question 
of modifying the Supplementary Demands will also be considered 
where the review mentioned above suggests important and su)xtan- 
tial modifications to the Supplementary Demands. 

2. DADS has seen. 
[Ministry of Defence File No. F. 11 (12)I69[D(Bildpet), dated 20- 

11-1960.1 



CHAPTER In 

RECOMMENDATIONS(OBSERVATI0NS WHICH THE COM- 
MITTEE DO NOT DESIRE TO PURSUE IN VIEW OF THE 

REPLIES BY GOVERNMENT 

Recammendation 
The Committee note with regret that the Director General, 

Supplies and Disposals placed an order with a A r m  for supply of a 
large-sized gas plant without adequately veryfying the Arm's capa- 
city to execute the work. What is surprising is the fact that a print- 
~d brochure given by the firm about various institutions to whom 
they had supplied gas holders and gas plants on a "laboratory scale" 
was considered as adequate proof of their capacity to fulfil their 
~xmtractual commitment. 

[Sl. No. 29, Appendix IV, Para 2.58, PAC's (6B69) 69th Report 
(4th Lok Sabha).] 

Action Taken 
The information received from the Department of Supply is re- 

produced below:- 

"An indent was received from the Ministry cl Defence for 
the erection and installation of gas plant at Varangaon. 
The indentor, while forwarding his indent, stated that 
while he was not aware of all indigenous manufacturers 
and suppliers of such plants, it was to his knowledge that 
M/s. Mansfield Oil Gas Co., had given very satisfactory 
service in this direction to several industrial undertak- 
ings in the country, including government installations 
and had the necessary and adequate background and re- 
sources for supply, installation and commissioning of the 
plant within the required period. He, therefore, recom- 
mended that the supply should be arranged on the basis 
of limited single'negotiated tender as considered appro- 
priate in the circumstances, and an opportunity should be 
given to M , s  Mansfield Oil Gas Co. to quote. A limited 
tender enquirv was issued to 13 registered suppliers in- 
cluding M's Mansfield Oil Gas Co. Only one quotation 
was received from Mjs Mansfield Oil Gas Co. and the 
order was accordingly pla-ed on this firm whose offer was 



technically acceptable. The order was placed on this for 
the following reasons:- 

(a) they were specifically recommended by the Ministry of 
Defence; 

4b) their; was the only quotation received against the ten- 
der enquiry issued to 13 parties and was technically 
acceptable; 

;(c) the firm had supplixl gas plants earlier to various labo- 
ratories, educational institutions, refineries, private 
undertakings and defence establishments like Cordite 
Factory; and 

~ ( d )  had the DGS&D not accepted this offer, DGS&D would 
have had to go in for the importation of the whole 
plant which would have meant a considerable amount 
of foreign exchange, it would also have been difiicult 
to obtain clearance from DGTD for the importation of 
the whole plant when there was indigenous supplier in 
the country. 

In view of the above, calling for a capacity report was no: consi- 
dered necessary and was not discussed in the purchase proposals. 

[Ministry of Defence File No. 2(2)1691D(NF), dated 3-12-1969.] 

Recommendation 

One point arising out of the information furnished to the Com- 
mittee needs mention. Due to non-commissioning of the gas plant, 
Government have been forced to buy gas from the market. While 
the cost of production of gas from the gas plant as originally esti- 
mated was lower than the price at which gas is being purchased in 
the market these estimates were based on certain data regarding 
the cost of furnace oil and diesel oil which are no longer valid. In 
mew of the substantial increase in the prices of these oils, it needs 
examination whether the Plant would be able to produce gas at  
rates comparable with the market rates. 

[Sl. No. 31, Appendix 'IV' Para 2.60, .PAC's (68-69) 9th Report 
(4th Lok Sabha).] 

Action Taken 

The excise and other governmental duties have increased and 
due to this reason the cost of generation of oil gas works out to 
higher than the comparable cost of commercial gas. This differ- 
ence In cost has, however, to be considered alongwith the following 
3104 (Ail) -10. 



technical aspects relevant to the optimum performance of the ylanw 
consuming the gas. These plants are designed for a gas having o. "" 
calorific value per cubic foot, much lower than that of the commer- 
cial gas. The use of commercial gas with its high calorific uake 
would require the automatic temperature control'system to work 
at a very high sensitivity range which is not technically desirable. 
Further the gas burners, valves, pipes and other fittings are design- 
ed for an optimum gas velocity with reference to the oil gas and not 
with reference to commercial gas. Apart from this, commercial 
gas was not available to the factory in sufiicient quantities or in 
t ine  to cope up even with the existing scale of production; a depend- 
able source of gas supply was, therefore, inescapable. With the 
facility for storage of diesel oil and furnace oil, adequate for pro- 
duction at the factory's peak capacity, the ammunition plant would 
be in a position to continue production for at least 3 months, even if . 
there is a breakdown in the supply of oil. 

[Ministry of Defence File No. 2 (2) 169jD (NF) , dated 3-12-1969. J 

The Committee fail to understand why when the Air Force 
authorities had clearly indicated in January, 1965 that unheat- 
treated bombs would not be acceptable to them beyond March, 
1965, the Ordnance Factory producing these bombs continued t o  
supply them till April, 1966. It is regrettable that this should have 
occurred, particularly as the Factory had by then (December 1964) 
developed facilities for heat-treatment of bombs which were cap- 
able of meeting 'the actual requirements of the Air Forcc eImast 
fully.' The Air Force finally decided in March, 1968, not to accept 
these bombs in view of the "very large stock" that had by that time 
accumulated. By that time bomb bodies components valued et 
Rs. 12.20 lakhs had also accumulated with the Fkctory. The Com- 
mittee consider that if prompt action had been taken to stop pro- 
duction of unheat-treated bombs after the requisite capacity for 
heat-treatment was established, it might have been possible to re- 
duce substantially the accumulation of unheat-treated bombs with 
the Air Force as well as the factory. The Committee trust that the 
Ueptt. of Defence Production will issue instructions to ensure that 
such instances do not recur. The Committee also hope that the 
available bomb bodies will be put to the best possible use. 

[Sl. No. 34 (Para 2.88) of Appendix IV of 69th Report (196849) 
(4th Lok Sabha).] 

Action Taken 
The programme for the supply of the bomb bodh in question 

for the year 1965-66 was 400 Nos. per month. To meet this require- 



ment a large number of bodieslcastings was in the line of produc- 
tion. The Air Force authorities indicated in the Armament Com- 
mittee held in January, 1965 that they would not accept unheat- 
treated bodies, beyond March, 1965. A considerable number of these 
bodies were converted to heat-treated bodies as facilities had been 
established for heat-treatment of bomb bodies by them. The bal- 
ance bodies had already been machined to a stage that they could 
not be heat-treated. It  may be stated that not a single new unheat- 
treated bodies was made after 1165 and all the supplies of unheat- 
treated bomb bodies made between 1/65 and 3\68 were out of 'semi's' 
only. It  would, therefore, be observed that the production of un- 
heat-treated bodies had been discontinued promptly on hearing from 
the Air Force that they would not accept unheat-treated bodies. 

As regards the utilisation of available unheat-treated bomb 
bodies, certain trials have been successfully completed by the Air 
Headquarters for use of unheat-treated bombs for training pur- 
poses and indents for utilisation of the unheat-treated bomb bodies 
are awaited from the Air Headquarters. 

DADS has seen. 
[Ministry of Defence File No. 4115/691D(Prod), dated 18-12-19F9.1 

The Committee note that till 1961 Parka trousers were being 
issued on a very restricted scale, i.e. to troops on static duties in 
extremely cold regions. The decision taken in November, 1962 to 
issue them on a large scale to troops on operational duties at high 
altitudes, therefore, involved a major change in the policy of provi- 
sioning warm clothing. While the Committee are prepared to con- 
cede that in the situation then obtaining there was not much time 
for trials, they are not able to appreciate why adequate follow-up 
action was not taken to curtail the manufacturing programme when 
the field trials carried out as early as January-February, 1963, re- 
vealed that the trousers were 'too heavy and cumbersome for all ac- 
tive duties.' 

[Sl. No. 40 of (Para No. 3.52) Appendix N to PAC's 69th Report 
(4th Lok Sabha) .] 

Action Taken 

I t  is true that technical trials carried out in January-February, 
1989, revealed that trousers were considered 'too heaty and cumber- 
eome for all active duties' but the modifications in the design sug- 
gested by the trial team were carried out and the improved version 



called Trousers Parka "1963 Pattern" was cleared for production in 
May 1963, by Army Readquarters. In this connection reply to PAC 
Question No. 10 (d) & (e) aven  vide Ministry of Defence note 
dated the 9th October, 1968, also refers. 

The modifications suggested had been carried out and the design 
Improved. Since the trials related to the'assessment of suitability 
of the trousers for use by troops operating at  high altitude under 
extreme cold climatic conditions and the modifications suggested 
were carried out to the satisfaction of the Army Headquarters, the 
question of curtailment of manufacturing programme was not consi- 
dered. Efforts were, however, made to get the improved version 
ior the outstanding quantity of trousers Parka against the demand 
for quantity 2.51 lakh pairs placed on DGOF in November, 1962. As 
many as 1,39,412 pairs obtained from DGOF against the aforesaid 
indent were of the improved pattern. 

DADS has seen. 

[Ministry of Defence File No. F. 11 (2)169/D(Budget), dated 28- 
ll-1989.1 

Recommendation 

Tile Committee further observe that soon after the supplies 
against the first order were completed (November, 1964) another 
order for supply of 1.40 lakh pairs of Parka Tronsers, 1963 pattern 
was placed on the Director General Ordnance Factories in Decem- 
ber. 1964. The Ministry have not been able to furnish to the Com- 
mittee information regarding the number of trousers actually issued 
to troops till December, 1964. It  is, therefore, evident that this order 
was placed without taking into account the actual number of trou- 
sers issued to troops till then and without ascertaining the position 
about their actual utilisation, 

[S. No. 41 (Para No. 3.53) Appendix IV to PAC's 69th Report 
(4th Lok Sabha) .] . . 

Action Taken 

Tn the case of Trouser Parka, as in any other item of Extreme 
Cold Clothing, requirements were not calculated on actual issues 
but were worked out on the basis as laid down by Government (La. 
initially at 100 per cent for all troops and maintenance at 25 per cent 
for the troops actually deployed). Under this formula, the actual 
issues are not to be taken into account for calculating requirements. 

2. When the order for 2.51 lakh pairs of Trousers Parka was plac- 
ed on M;OF in November. 1962, the scale adopted was one Trouser 
P a h a  per man to be deployed in Cold regions plus a yearly wastage 



rate of 25 per cent. Later, it was decided to increase the number 
of troops earmarked for deployment in colder regions. ~ccordingly, 
for qeeting the requirements of additional troops, liabilitjes of 
'krousers Parkaewere calculated on the above basis i.e. 100 per cent 
for initial requirements plus 25 per cent for wastages and additional 
order for 1.40 Iakh Trousers placed in December, 1964, on DGOF. 
DADS has seen. 

[Ministry of Defence File No. I?. 11 (2) 169!D(Budget), dated 28- 
11-1969.1 

Recommendation 

The Committee hope that the Ministry of Defence will make all 
possible efforts to put the surplus stock of Parka Trousers to the 
best possible use and to dispose of raw materials which are no Ionger 
required. They hope that this case will serve as an eye opener and 
the Ministry will ensure that in future such instances of gross 
over-provisioning do not recur. 

[S. No. 43 (Para No. 3.55) Appendix IV of 69th Report of PAC 
(4th Lok Sabha).] 

Action Taken 

After tho issue of AHQ letter No. 969901TP/WE-8, dated the 29th 
November, 1967, it has been stressed on the commands again in 
October, 1988 that every effort should be made for maximum pos- 
sible utilisation of the stocks of Trousers Parka. 

As reg,ards surplus materials, the final position is as under:- 
. .. -- - -- - 

( i )  Value of materials rendered surplus due to 
cancellation of orders for Trous-rs Parka. 146.34 lakhs 

(ii) Value of surplus materials already utilised 
alternatively. . . 136.86 lakhs 

(iii) Value of surplus material now left with 
DGOF. . 9.48 lakhs 

-. 
The question of utilisation of the surplus materials is under exa- 

mination. 
The concluding sentence of the recommendation is noted. 

DADS has seen. 

[Ministry of Defence File No. F. 11 (2)]69jD(Budget) dated 28. 
11-1969.J 
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Recommendation 
The Committee observe with concern that a large number of para- 

chutes valued at about R8. ? crores were held in stock in January, 
1968. Even after providing for reserves and requirements during 
the next 2 3  years, i t  is obvious that there is ample stock of para- 
chutes which is surplus to requirements. 
[S. No. 44 (Para No. 3.76) Appendix IV to PAC's 69th Report (4th 

Lok Sabha) .I 

Action Taken 

A review of parachutes was carried out as on 1st April, 1989. 
This showed considerable deficiencies for meeting the requirements 
of the next three years ending March, 1973. An order for manufac- 
turing 17,000 parachutes has been placed on the DGOF on the 26th 
September, 1969. The question of placing further orders for manu- 
facture of parachutes is also being reviewed by the Ministry of Def- 
ence. Therefore, the present position is that we do not hold a stock 
of parachutes surplus to requirements. 

DADS has seen. 

[Ministry of Defence File No. F. 11 (2) 16910 (Budget), d a t d  29- 
11-196Q.J 

In the Committee's opinion, this situation was caused by the un- 
scientific provisioning policy that was followed While assessing the 
requrements in 1962 and 1963, retrievals were taken as 25 per cent 
of parachutes dropped without testing the accuracy of this assump 
tion with reference to empirical data about retrievals. Even after 
it became clear in 1964 that retrievals were on a larger scale than 
assumed, steps to curtail production in the ordnance factories were 
taken only half-heartedlp in stages between July, 1964 and Febru- 
ary, 1967. The over-riding consideration apparently was to keep 
the ordnance factories busy, but this was hardly the best way of 
doing it. The consequences of the policy followed would be evi- 
dent from the fact that apart from surplus parachutes that have ac- 
cumulated, the ordnance factories had acquired ~tocks  of materials 
worth Rs. 72.12 lakhs for the production of these parachutes which 
were rendered surplus to their requirements in May, 1968. Of these, 
stocks valued at Rs. 28.63 lakhs only have been 'earmarked for 
utilisation or are likely to be utilised.' Part of this material (the 
value of which is yet to be intimated to the Committee) was im- 
ported. Apart from the money expended on these stores, the money 



expended on the staff employed on the production of these para- 
chutes has also largely turned out to be avoidable. 

I 
[S. No. 45 (Para No. 3.77) Appendix IV of PAC's 69th Report 

(4th Lok Sabha) .I 
b Action Taken 

As already stated in Ministry of Defence note dated the 20th 
December, 1968 in reply to question No. 35(c), all materials used 
for manufacture of parachutes except Nylon Cordage were indigen- 
ous. The total value of Cordage procured was Rs, 6.11 crores. 
Foreign Exchange of Rs. 52.85 lakhs only was released to DGS&D 
during 1962-63 towards purchase of N Y ~ O ~  Cordage worth Rs. 1.85 
mores. Further an amount of Rs. 11,815 only was released in 
'Foreign Exchange for Dyes and Chemicals for processing of fabric 
cotton OGWR 30. 

Out of surplus stores worth Rs. 72.12 lakhs as on 255-1968 mate- 
rial worth Rs. 29.63 lakhs (not Rs. 28.63 lakhs) had been earmark- 
ed for utilisation leaving a net surplus of Rs. 42.40 lakhs (including 
"Nylon Cordage worth Rs. 22.55 lakhs). On 26th September 1989 an 
order of 17,000 parachutes was placed on DGOF. All the raw mate- 
rials except the following will be utilised against that order: 

-- - - - -. - 
Namc of Raw Material Value 

Rs. 

1. Cordage Nylon 400 Lbs . 6.69 lakhs 
2. Triangular 'D' Rings 1-59 lakhs 
3. Printed cloth size label 44" x2" (Canopy) . 0.29 lakhs 
4. Printed Cloth size lablel 5" x3" (for pack only) 0.25 lakhs 
5. Printed cloth SA Size 5" x3" (Canopy com- 

plete with pa&) . . . . 0.25 lakhs 

TOTAL . 9.07 lakhs 
--- - - ---- -- -- - - -- - - - 

The question of placing further order for manufacture of para- 
chutes on D W F  is under consideration. If a further order for  
about 8600 parachutes is placed, these materials would be substan- 
tially consumed. Where these raw materials will not be used for 
manufacture of parachutes, they will be disposed of to civil users 
.within their shelf life. Instructions to this effect have been issued. 

With reference to the concluding sentence of the recommenda- 
*ion, it was stated in reply to question No. 37 (a&b) vide Ministry 
of Defence note dated the 10th January, 1969 that the labour force 



engaged in the manufacture of h a c h u t e s  was di&& D-dh 
manufacture of other textilelclothing -items. Some workers were  
also transferred to other Ordnance factories against latter's require- 
ments. No idle time payment had been made to workers as a direct 
result of suspension of manufacture of parachutes.' 

DADS has seen. 

ministry of Defence File No. F. 11 (2) /69/D (Budget), date& 
29-11-1969.] 

, 
Recommendation 

The Committee would like the Ministry of Defence to assess re- 
alistically the number of parachutes rendered surplus and to take 
expeditious steps for their disposal to civil users before the shelf- 
life of these parachutes expires. Raw materials which have turn- 
ed out to be surplus to requirements should also be speedily dis- 
posed of. Government should also take the lesson from this case 
of the need to put provisioning procedures on a scientific basis to. 
avoid costly and wasteful accumulation of stocks. 

[S. N. 46 (Para No. 3.78) Appendix IV of PAC's 69th Report 
(4th Lok Sabha).] 

Action Taken 
As explained in replies to Recommendations No. 44 and 45, the 

manufacture of parachutes by DGOF is now being resumed to meet 
the additional order for 17,000 parachutes. The question of placing 
further orders on DGOF for these parachutes is under considera- 
tion. The question of disposal of parachutes to civil users there- 
for may not arise. 

Regarding the raw materials instructions have been issued to 
use them for manufacture of parachutes, and if that is not possible, 
to  dispose them of within their shelf life. 

The observation of the PAC has, however, been noted. D.A.D.S. 
has seen. 

[Ministry of Defence File No. F. 11 (2) /69/D (Budget), dated 
29-11-1969.] 

The Committee note that the local officer in this case depart- 
ed from the authorised general specifications for certain work 
without requisite approval. In the resuIt, an extra expenditure, 
of Rs. 1.12 lakhs was incurred. The Committee. would like the. 



Ministry of Defence to examine in the light of all the circumstances. 
of the case whether any further action is called for. 

[Sl. No. 63 of Appendix IV- (Para No. 3.180) of 89th Report 
(1988-89) (4th Lork Sabha).] 

Action Taken 
The change in the specification has been done Under a misappre- 

hension of the provisions of Para 26 of Normal Works Procedure 
which authorises a Commander Works Engineer to make such 
changes under certain conditions. To make the position ciear, 
necessary instructions have been issued under Army Headquarters/ 
E-in-C's Branch letter No. 61593/E2-Plg, dated 17th October, 1969 
(copy enclosed) to all Chief Engineers/Commander Works Engi- 
neers etc., that the use of precast PCC edging for road/road berms 
should be stopped and only bricklstone edging adopted for roads. 
With the issue of these remedial instructions, it is hoped that such 
cases will not recur in future. 

In the present case, the Chief Engineer has been asked to warn 
the Commander Works Engineer to be more careful in future. 

2. D.A.D.S. has seen 

[M. of D. UO No. 15 (6) 169i80161D (W-11) , dated 1-12-1969.] 

Cop9 of A m y  Headquurters, Engineer-in-Chiefs Branch letter No. 
615113 E2 Plq,  dated 17th October, 1969, addressed to all Chief Engi- 

neers/Commander Works Engineers, etc. etc. 

SUBJECT :-Provision of Precast PCC Edging Instead of Stone Edging 
in Laying in New RoadsJWidening of Existing Roads. 

1. It  has been brought to the notice of this HQ that in certain 
stations precast PCC blocks have been used as edging 'stone' for 
new roadslwidening of existing roads/repairs to roads. The extra 
expenditure due to use of precast concrete blocks instead of stone 
for edging of roads has become a draft para for audit report. 

2. Further, the precast PCC edging is also being laid at the end 
of moorum berms on both sides of the road, which it 1s considered, 
is not the normal engineering practice. Generally, edginglkerbing 
is always laid at the end of soling to prevent any lateral movement 
of soling. It  is, therefore, felt that laying of precast PCC edging 
at the end of moorum berms does not serve any purpose at  all. 

3. Considering the present recovery rate of cement under Sche- 
dule 'B' of the Contract Agreement and it3 shortage and high cost 



.all over the country, it is felt that use of precast PCC edging ir 8 
waste of money and can be easily avoided by adopting the use of 
brick/stone edging depending on its availability. 

4. E-in-C directs that use of precast PCC edging for mds/road 
berms should be stopped forthwith, and only brickistone edging 
adopted for roads. 

5. This instruction should be circulated to all lower formations 
snder your command/zone. 

Sd./- K. P. GHOSH 
SE 

SO 1 Flg 
for ENGINEER-IN-CHIEF, 



RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE WHICH 

REQUIRE REITERATION 

The Committee feel that appreciable progress has not been made 
i n  Off-loading to the trade items available in the market a t  a 
cheaper price. If production for Defence requirement is to be 
"indigenised' speedily, it is essential that sustained efforts should 
be made to tap the industrial capacity available in the civil sector, 
more so when that sector has been able to supply successfully 
#critical and sophisticated items required by Defence. 

In this connection, the Committee would like to recall thelr 
abservations made in their 16th Report (Fourth Lok Sabha) that 
Government may consider seriously whether items which are 
available at  a comparatively cheap price from trade and where 
there is no risk of the supplies failing at  a crucial time, may not 
be obtained from the civil sector. The Committee had then also 
pointed out that procurement of defence supplies from civil indus- 
tries in peace time had the added advantage of providing a cushion 
for increasing the supplies at short notice during an emergency. 

The Committee note that a Department of Defence Supplies has 
been in existence since 1965 and has been charged with the task of 
encouraging indigenous production of defence items which are 
being imported. That Department should pay sustained attention 
t o  the question how best the resources available in the civil sector 
could be tapped in an increasing measure. 

[Serial Nos. 8, 9, 10 of Appendix IV-Para Nos. 1:32. 1:33 and 
1.34 of 69th Report (Fburth Lok Sabha.) 1 

Action Taken 
The policy governing the projection of items to the Civil Sector 

i s  broadly as follows: 

Where capacity exists in the Defence sector, orders are not 
to be diverted to the Civil Sector without first fully 
utilising the capacity in Defence Sector or at the cost of 



rendering Defence Sector capacity idle; nor is it the  
policy'not to undertake production of items in the defence, 
Sector which can be produced in the private sector. 
However, the capacity in the Civil Sector would be 
utilised to the maximum extent possible by encouraging 
the civil1 industries by giving them technical guidance 
and special assistance. In respect of more dificult items, 
capacity has necessarily to be set up in the Defence 
Sector itself. Where items are comparatively easier 
and available & cheaper prices in the market without 
risk of failure of supplies at crucial times, reliance is 
increasingly being placed on the civil sector. In respect 
of certain new projects under consideration the project 
reports are based on availability of suitable a d  reliable 
capacity in civil sector and its utilisation for the pro- 
duction of maximum possible number of compsnents, 
the Defence Sector confining its role to the manufacture 
of sophisticated and more complicated items and the 
Anal assembly. 

The success of the policy enunciated above, would depend on 
the ability of the civil sector to come up to the required standards 
of Defence specifications. 

2. Within the framework of above guide-lines, the Department 
of Defence Supplies is paying sustained attention to the question as 
to how best the resources availab!e in the Civil Sector could be 
tapped in an increasing measure so as to avoid imports, as far as 
possible. In this connection, the following steps have been taken 
by the Department:- 

(i) Sample Rooms have been opened in the important cities 
of India. viz., Bombay. Calcutta, New Delhi and Madras, 
where samples of all items required by Defence Services, 
which are hitherto imported or which the DGOF is not 
producing are displayed. The Trade Associations and 
the Chambers of Commerce have been requested to 
advise their manufacturers to visit these Samples Rooms 
with a view to examining as to which of the itcms they 
could take up for indigenous production. 

(ii) To maintain a direct liaison with Industries, periodical 
meetings are held with the representatives of industry. 

(iii) The Department of Defence Supplies has set up seven 
Technical Committees to handle the work relating to 
indigenous production of different types of Defence 
stores in civil sector ( i )  Armaments ( i i )  Vehicles ( i i i )  



Engineering (iv) Electrical and Electronics (v) Marine 
(vi) Medical and (Mi) General Stares. The Director 
General of Technical Development, Ministry of Indus  
trial Developmentj and Company Affairs, Development 
Corqrnissioner Small Scale Industries, Ministry of 
Finance, Electrical and Mechanical Engineering and 
users are also represented on all these Technical Com- 
mittees. 

(iv) The Director General, Technical Development and other 
members of the Committee keep the Committees in- 
formed about' the production resources in the private 
sector as well as in the public sector. Assistance in 
this regard is also sought from the Development Com- 
missioner, Small Scale Industries. 

(v) Technical Officers visit the likely manufacturers with a 
view not only to inspecting their capacity and capability 
but also to give them useful suggestion; to take up 
manufacture of Defence items. 

(vi) Necessary guidance is provided to the manufacturers by 
the ~ e f e n c e '  Inspectorate. 

(vii) Special assistance is rendered in procurement of 
scarce raw materials. 

(viii) Special assistance is also rendered for importing 
balancing plant and equipment required for production 
of Defence items. 

(ix) Financial assistance is glven to the firms on the merits 
of each case by grant of 'on account' payment against the 
purchase of raw materials for items ordered on them. 

(x) Directors of Inspection, Ministry of Defence, are already 
compiling lists of reliable and capable firms for the 
manufacture of Defence stores. 

(xi) Industries entrusted with some of the difficult and 
sophisticated defence items are, where considered neces- 
sary and consistant with aecuritv consideration, provided 
with opportunity to visit the Ordnance Factories so as 
to make themselves familiar with the latest production 
techniques. This has helped to overcome the problems 
of industry of high rejection of Deience stores and has 
resulted in improvement in quality. 

3. I t  may be mentioned that orders worth Rs. 35 crores have 
been placed by the Department of Defence Supplies on civil firms 



during the period 1966-69. The target in the fourth plan is to 
place orders worth Rs. 200 crores. 

4. This issues with the concurrence of the Ministry of Finance 
(Defence). r 

[Ministry of Defence File No. F. 9(35) 169lD.S. dated 5-12-1969]. 

Recommendation 
The Committee are not at  all happy about the situation that has 

developed concerning Shaktilman Trucks. They note that there 
has been a consistent shortfall in the production of Shaktiman 
trucks in relation to targets fixed. It  was stated by the Secretary, 
Department of Defence Production, that the "practice" has been to 
fix the targets on the high side. but the Committee observe that, 
even after the annual target of production was scaled down in 
1967-68 from 1,500 to 1,200 trucks, production has continued to lag 
behind the target. 

[S. No. 22 of Appendix IV in 69th Report of P.A.C. (Fourth Lok 
Sabha)]. 

Action taken 
The Scaling down of the production target, which originally 

was fixed at  an optimum figure, was due to the following reasons 
which may not get eliminated altogether until such time as the 
New Vehicles; Factory which is an independent and integrated 
factory starts production at  Jabalpur. 

(a) The manufacture of vehicle; was undertaken on the 
basis of available spare capacity existing in various 
ordnance factories. To an extent, this capacity dwindled 
or became fluctuating consequent on Chinese Aggression 
in 1962 and thereafter again after the Indo-Pak Conflict 
in 1965 when more stress was laid on the manufacture of 
armament items. 

(b) The capacity sanctioned for the manufacture of Nissan 
1-Ton vehicles was for 100 vehicles per month in 2 x 10 
?our shifts but the DGOF has been producing much 
more vehicles (19927 vehicles were produced from 1960- 
61 to 1968-69) thereby to some extent affecting utilisation 
of spare capacity for the manufacture of Shaktiman 
vehicles. 

(c) No plant and machinery were sanctioned for production of 
Nissan Patrol but the DGOF has been producing these 



vehicles (p'roduction for 1M2-63 to 1068-69 being 6545 
vehicles) which in turn reduced further the available 
*pacity for the manufacture of Shaktiman vehicles. 

(d) While considering the output of Shaktiman vehicles 
against various targets fixed, the combined production 
4 all the three types of vehicles referred to above, will 
have to be taken into account with reference to the 
sanctioned capacity. 

3. Another major reason for production targets being upset has 
been the frequent failure on the part of trade Arms to come up 
as expected. 

4. Simultaneously with the establishment of an integrated 
vehicle factory, and the progressive shift of production lines to this 
factory, the existing provisioning and procurement procedures are 
being revised with a view to leave sufficient discretion and latitude 
with the General Manager to take decisions on the spot to overcome 
production bottlenecks. 

[Ministry of Defence File No. 2/79/69/D(Projects) date8 
5-12-1 969.1 

Further Information 
(i) Please state the programme for indigenous manufacture of 

components for Nissan Trucks. 
(ii) Please state the present indigenous content in the production 

of Nissan Trucks and whether this is according to schedule. 
(iii) Steps taken to step-up indigenous production of components.. 

Reply 
(i) The planned achievement of indigenous content for Nissanr 

Truck is as follows: - 

The above targets are intended to be the optimum to be achieved 
during each year but are condit'r:-.al on the orders on indigenous 
trade sources, materialising as expected. 

(ii) The indigenous content at the end of October 1969 is 45.46% 
for Nissan Trucks. It was expected earlier that the indigenous 



content would be 50 per cent. for 1969-70, 65 per cent. for 1970-71 
and 70 per cent. for 1971-72. There has been a slight set-back on 
account of indigenous sources not coming up as expected. However, 
as the New Vehicle Factory goes into progressive production, the 
process of indigenisation would be speeded up. r 

(iii) The following are the two major steps taken for stepping up 
indigenous production of components: - 

(a) With the commissioning of the integated Vehicle Factory, 
which is in an advanced stage of establishment, more com- 
ponents and assemblies than at present will progressively 
be produced in the factory. 

(b) A concerted and systematic effort is being made by the 
Department of Defence Supplies to locate or establish 
indigenous sources for the components which are being 
imported and for which no provision is made in the New 
Vehicle Factory. 

LMinistry of Defence (Deptt. of Defence Production) 0. M. No. PC-I 
2/79/68/D (Projects) dated 16-12-1969,] 

Becommendations 

The Committee also observe that the pace of indigenous produc- 
tion of components has been rather slow. The imported components 
used per truck (Rs. 13,466) in 1967-68, about eight years after pro- 
duction was started accounted for over a fifth of its total cost 
(Rs. 62,642). In fact, due to periodical setbacks in the programme 

for indigenous manufacture of components, Government have been 
obliged to fall back upon imports which, during seven years ending 
1967-68. amounted to Rs. 1.31 crores. The Committee would like it 
to be examined how import substitution can best be speeded up, con- 
sistently with the maintenance of quality of the trucks. . 

[Serial No. 24, Appendix IV, of 69 in Report of P.A.C. (Fourth Lok 
Sabha.] 

Action taken 

The present indigenous content of the Shaktiman vehicles b about 
775. In nrder to speed up imp& substitution, a comprehensive list 
of imported components has been projected to the Department of 
Defence Supplies. The Department of* Defence Supplies has already 
initiated action to approach trade firms, in a s:.stematic way, with a 
view tn hate  or develop indigenous sources. 



2. It  mav be mentioned in this connection that it has since been 
-3 posuible tn overcome the difficulties in the e~tablishment of indigen- 

ous manufacture of items like Connecting Rod, Universal Joint, Micro 
Oil Filter and Gear Box (excluding certain Ball and Rollar Bearing). 
[Ministry of Defence File No. 2181 16$/D (Projects) dated 5-12-196g. 1 

Recommendations 

There has been particular delay in the establishment of indigen- 
ous production in the O~dnance Factories of some major components 
of the trucks like universal joints, crank case and sylinder heads. 
The Committee observe that a collaboration agreement was executed 
as early as June, 1962, for the production of universal joints and pro- 
duction was planned from May, 1965 onwards. However, due to vari- 
ous reasons, production was not started till 1967-68 and the compon- 
ents produced are still to be fitted to the trucks. In respect of crank 
case and sylinder heads, for which collaboration agreements were 
executed in September, 1958, production is yet to be established, 
more than three years after the planned datecl i.e. May, 1965. 

[Serial No. 25, Appendix IV, 69th Report of P.A.C. (Fourth Lok 
Sabha.] 

Action taken 
Manufacturc of univwsal joint has been established at  Machine 

Tool Prototype Factory, Ambcrnath. Production commenced in April 
68 and the target production of 125 per month was achieved by 
March, 69. It is expected that the manufacture of the remaining 
items will be established in the coming pear. 
winistry of Defence, File No. 2188169!D (Project), dated 5-12- 

1969.] 

Recommendation 
Apart from quality control, there is also a compelling need to en- 

force strict cost control. The cost of a Shnktiman truck as on 18 
July 87, was Rs. 62.b12 as against which the cost of a civil truck 
produced for the Army was Rs. 51,000. It  was stated by the Depart- 
ment of Defence Production that certain of its features make the 
Shaktiman truck 'superior'. The Committee would like the Depart- 
ment of Defence Production to examine how best the cost of the 
Shaktiman truck could be brought down through systematic cost 
control at  everv stage of production. 

[ M a 1  No. 27, Appendix IV 69th Report of PAC. (Fourth Lok 
sabha) 1. 



Action taken 
Government have sent a batch of technical personnel to the Coua- 

borators Works in West Germany for training in Cost Control and 
Quality Cbntr0l at  each stage of production. With the implementa- 
tion of proper Cost Control, the shifting of the presedt dispersed pro- 
duction from various Ordnance Factories to the integrated unit under 
establishment at Jabalpur and large-scale production of vehicles, the 
production cost is expected to come down from the present levds. 

[Ministry of Defence (File No. 2/84/69/D (Projects) dated 5-12-1969.] 

Recommendations 

The Committee feel that procurement of defective stores that 
occurred in this case could have been avoided had the India Supply 
Mission Washington as well as Army Headquarters exercised due 
care. The indent for the stores was raised on an urgency basis by 
Army Headquarters in February, 1964 and a contract was placed by 
the India Supply Mission with a firm in July, 1964. The India Supply 
Mission were aware, at the time the contract was placed, that similar 
stores supplied by this firm against an earlier contract had been re- 
ported by Army Headquarters to be defective and that the question 
of acceptability of those stores was under consideration. The India 
Supply Mission themselves had. in fact, drawn the attention of Army 
Headquarters to thiq position in a communication thev sent in Feb- 
ruary, 1961, on another ordinary indent for these stores on which 
they had for this reason suspended procurement action. It  is, there- 
fore, not clear why the Mission chose to place a contract without spe- 
cific clearance from Army Headquarters. The fact that the indent in 
question was "urgent", whereas the one on which procurement action 
was suspended had been categorised as "ordinary" should have made 
no difference as the question involved was whether or not the earlier 
supplies were defective. 

The Committee are also at a loss to understand why Army Head- 
quarters failed to give appropriate instructions to the India Supply 
Mission, even after the latter had specifically addressed them in the 
matter in February 1964. Army Headquarters became aware of the 
defects in the supplies in December 1963, i.e. even before the indent 
for the subsequent lot was placed. They could, therefore, have well 
instructed the India Supply Mission not to place the orders with the 
firm till the question of the acceptability of the earlier supplies was 
settled. In fact, it took Army Headquarters eight months to reply 
to India Supply Mission's communication on this point and by that 
time India Supply Mission had alreadv placed the contract. 



The Committee would like both the Ministry of Defence and the 
Department of Supply to  investigate the various lapses that occurred 
at various stages in this case and to fix responsibility for these. 

[S. Nos. 48 and 49 (Paras 3.  $5 and 3.96) of 69th Report of P.AC. 
(Fourth ~ o k * ~ a b h a )  1. 

Actian taken 

1. On receipt of letter dated 5th February, 1964 from I.S.M., Wa- 
shington, Army Headquarters referred the matter to EME Directorate 
on 7th March, 1964 because the original discrepancy report was raised 
by EME workshop. The EME Directorate suggested on 21st March, 
1964 that the views of the AHSP should be obtained and further action 
taken accordingly. The matter was, therefore, referred to AHSP 
viz. Chief Superintendent Development (Veh.) , Technical Develop 
ment Establishment (V), Ahmednagar, on 31st March, 1964. Simul- 
taneously, I.S.M., Washington, was informed that the matter was 
under examination by the technical authorities and that a further 
communication would follow. I S M ,  were kept informed by le t ten  
dated 24-6-1964 and 1-7-1% that the matter was under consideration 
of the technical authorities. The report was received from technical 
authorities on 7th August, 1964 and I.S.M., Washington, were accor- 
dingly informed on 31st October 1964 that the stores supplied by the 
firm, against their contract dated 18th April, 1963 were not accep- 
table. I t  will thus be seen that there was no avoidable delay on the 
part of Armv Headquarters in replying to India Supply Mission, 
Washington. 

2,. According to thc normal procedure, an indentor is not requir- 
ed to  indicate the source of procurement while projecting the indent 
to the Central Procurement Agency. At the time of placing the 
indent, i t  was, therefore, not required of the Army Headquarters 
to indicate that procurement should or should not be made from 
any particular source. Unless a proprietary article certificate is 
issued bv the indentor, which was not done in this case, it is entirely 
for the I S M .  Washington to decide on whom the order be placed. 
Further. the indcnt for Qty. 2,015 was placed on 26th February 1964 
i .e.  after the I.S.M., Washington's letter dated 5th February 1964 
had been received. In the said letter of 5th February 1964, the 
I S M .  had stated that they were not in a position to place an order 
for the same material for which a discrepancy existed and had fur- 
ther suggested that identical stores should not be purchased from 
that firm and on these pounds had requested that they may be 
permitted to suspend procurement action on the indent for 600 Nos. 
In these drcumstnnces Army Headquarters could not expect that 



I.SM. Washington, would be placing a contract for qty. 2,015 on the 
rame firm for identical stores. In the circumstances, it is considered 
that .there is no lapse on the part of the Army Headquarters. 

3. The circumstances under which I.S.M. Washington placed the 
contract dated 7th July 1964 for 2015 Nos. of Sleeves Crankshaft 
Driven Clutch on the same supplier firm have been intimated to 
the Public Accountsi Committee vide para 9 of the Defence Mini- 
stry's note No. PC.3 (16) /67/D (0.1.) dated 15th November, 1988. 
Taking into account the circumstances under which the contract 
dated 7th July, 1964 was placed with the same supplier Arm, Do- 
partment of Supply are of the view that no action is called for 
against any official of I.S.M. Washington. 

4. As indicated in para 8 of the Defence Ministry's note No.PC. 
3 (16) /67/D(O.I.) dated 15th November 1968 the Public Accounts 
Committee were informed that instructions were issued by the 
Defence Ministry on 18th October 1968 to I.S.M. Washington to pur- 
sue and settle the Government's claim against the supplier firm on 
the most advantageous terms obtainable. I.S.14. Washington have 
informed the Department of Supply that a compromise settlement 
has since been effected with the supplier firm whereby they have 
refunded a sum of US $8,798.15 representing 40 per cent of the value 
of the stores against the two contracts dated 18th April 1963 and 
7th July 1964 placed with the supplier firm. This amount has been 
credited to the Government account. 

5. This note has been seen and concurred in by the Department 
of Supply. : 
ministry of Defence File No. l2(3) 169!D(O.I.) dated 4th December, 

1969.1 

Recommendations 

The Committee observe that a jetty built far  the Naval authori- 
ties at a cost of Rs. 1.75 crores has not become fully operative as a 
result of siltation. In the Committee's view, this situation arose 
because of inadequate attention to the location and design of the 
jetty. Government were aware that the silt in the basin where the 
jetty was constructed 'is in nascent stage' and had not stabflised. 
Besides, experiments conducted by the Central Water and Power 
Research Station with different models for the purpose of deciding 
on the most suitable alignment for the jetty had indicated that silta- 
tion occurred with ill! the alignmenb and that the most advant- 
ageous course was to have an open jetty below low water which 



9 would, however, 'be more expensive'. The Naval authorities could - 
'have, in the light of theae observations, reconsidered their scheme. 

I t  is also surprizing that after having consulted the Central Water 
and Power Research Station on the most suitable deaign for the 
jetty, the Naval authorities did not take their clearance before 
agreeing tu the construction of a temporary bund by the contractor 
for the purpose of execution of the work. It is significant that, after 
this bund was put up, siltation increased reducing the depth from 
12 feet to 8 feet in four years. 

The Committee note that experiments conducted in 1968 show 
that the basin is getting dcsilted and that at present the jetty is be- 
ing used tor loading and unloading of barges. The Committee con- 
sider that before incurring heavy capital expenditure in providing 
handling and other facirities at the jetty, Government should make 
sure that the jetty will have a draught ol 20 feet at the pier to per- 
mit direct loading and unloading by destroyers and frigates. 

[Sl, Nos. 67, 68 & 69 (paras 4.24, 4.25 & 4.26) of Appendix 1V of 
P.A.C's 69th Report (4th Lok Sabha) J 

Action taken 
The jetty at Karanja is being used for loading and unloading 

barges. The fact that the jetty is not fully operative in that it can- 
not be used by Destroyers and Frigates is because the capital dredg- 
ing provided for in the administrative approval has yet to be car- 
ried out for which the recommendations of the C.W. & P.R.S. on the 
dredging pattern to be adopted are awaited. 

2. So far as the locatlon of the jetty is concerned, consequent on 
the selection of Karanja as a site for the establishment of a perma- 
nent Naval Armament Depot, the jetty had to be located close tc 
the Depot. 

As regards the design, the one incorporated in the recommenda- 
tions of the C.W. & P.R.S. which prcvided for an open construction 
for the fimt 2,000' from the shore line in order to have the least 
interference with the currents in the area, the rest being rubble 
mound was adopted. The design of the jetty is, therefore, such 
that the sitting would be kept to the minimum possible level. But 
this jetty, like any other similar project, will require pzriodic main- 
tenance Jrrdging. 

3. The construction of the bund was not in the form of a major 
wcrj necessitating any change in the design or alignment of the 
jetty but was only required to assist the process o. :onstruction of 



the closed portion of the jetty. The temporary bund was construct- 
ed for the same purpose as scaffoldings are put up when build- 
are constructed and it was removed as scaffoldings are removed 
after construction. Because of the temporary nature of the bund, 
C.W. & P.H.S. was not consulted regarding its provision and re- 
moval. Engineers who were associated with the planning and exe- 
cution of t l ~ e  works were trained in marine engineering works. I t  
was visualised by these engineers that slight siltation would take 
place due to the construction of the temporary bund, but i t  was also 
expected that the silt would be gradually flushed out after its re- 
moval. This has been borne out by actual observations by survey 
of the basin in the years 1966, 1968 and 1969 and observations by 
C.W. & P.R.S. In fact the findings of January 1Wa surveys were:- 

(i) a depth of 8' to 12' continues to be available.; 

(ii) the accumulation of silt is on the decrease; 

(iii) tilere is a noticeable movement of the silt deposited ncar 
tlle shore towards the sea; 

(iv) the area where the limited dredging was carried out for 
the construction of berthing pier has no1 shown any 
appreciable siltation. 

As desired by C.W. 8: P.R.S., a survey of the Karanja Basin was 
carried out from 27th December 1968 to 3rd January 1969 and the 
report was sent to them. The matter was further discussed with 
the C.W. & P.R.S. on the 28th March 1969. The C.W. & P.R.S., how- 
ever, had requested that near shore surveys should be carried out 
and soundings made available to them before they can make their 
recommendations. These surveys have since been completed and 
the report forwarded to C.W. & P.R.S. Dredging of the area will be 
undertaken as soon as the pattern of dredging is e ~ ~ ~ l v e d  by 
C.W. & P.R.S. C.W. 8. P.R.S. have already been requested to ex- 
pedite their recommendations keeping in view the minimum main- 
tenance dredging. 

4. No heavy capital expenditure is expected to be incurred in 
future on the provision of requisite loading and unloading facili- 
ties on the jetty. However, the recommendations of the P.A.C. will 
be borne in mind before further works are undertaken. 

It is confirmed that the jetty will be put to full use, for which 
it has been designed, once the capital dredging of the basin is corn- 
pleted. As stated above, the C.W. & P.R.S. are already working on 
the dredging pattern to bc adopted. Provision of capital dredging 



I is included in the administrative approval of the project which wid 
be carried out on receipt of the recommendations of the 
C.W. & P.R.S. 

D.A.D.S. ha: seen. 
; [Ministry of Defence File No. ll(2) /69/D (Budget) dated, 3-10- 
19691. 

Recommendations 

70. The Committee observe that the three Seaward Defence 
Boats which were expected to be delivered to the Navy betweeh 
August-December, 1964, will now be available only in the middle 
of 1969 i.e., after a delay of about 41 years. This delay was, in the 
main, due to the time taken in the revision of specifications and in 
importing steel of the required specifications. 

71. The Committee note that, within two months of sanctioning 
the scheme, the Naval Headquarters undertook a major revision of 
specifications which took as much as 1-1 years to complete. The 
Committee can only conclude that due note was not taken by Naval 
HeadquartersiMinistry of Defence at the time of sanctioning the 
project in March, 1960 of the advances made by the shipbuilding 
industry in India and of their own experience with the Seaward 
Defence Boats built earlier in the country. 

72. The Committee further note that, though the Garden Reach 
Workshops were issued a licence for import of steel through the 
Iron and Steel Controller in October, 1963, supplied were actually 
received only towards the end of 1965. Thus, a further delay of 
more than two years was caused. 

73. The Committee are constrained to observe that, as a result of 
delays due to various factors and at various stages, machinery, 
equipment and certain weapons costing Rs. 41 lakhs acquired for 
installation in the boats, are lying unused. The warranty period for 
these items of supply has already expired. Even when i t  became 
obvious in May, 1963, that there would be delay in construction due 
to steel having to be imported, Naval Headquarters/Govenunent did 
not take any measures to reschedule the delivery period of these 
stores. 

74. The project thus appears to the Committee to have been 
conceived in a hurry and executed at leisure. The Committee would 
like Government to analyse in detail the reasons for delays of thia 
nature and take suitable remedial measures. They would impress 



upDlr &vensment Uu need for more careful planning and coordiao- 
tion between the various agencies so as to avoid recurrence of cawr 
of this nature. 
[SL Nos. 70 to 74 (Paras 4.36 to 4.40) of Appendii IV  to the PAC's 

69th Report (4th Lok Sabha)]. 

Action taken 

In March, 1960 Government sanctioned the construction of three 
Seaward Defence Boats by Shipbuilders in India through the Direc- 
tor General of Supplies Rr Disposals at an estimated total cost of 
Rs. 60.00 lakhs including Rs. 27.00 lakhs in Foreign Exchange to be 
incurred on the procurement of machinery and equipment. 

2. In April, 1060 the Government acquired Messrs. Garden Reach 
Workshops Limited and Messrs Nazagon Dock Limited, and a policy 
decision was taken in May, 1960 to the effect that all orders for 
Naval Works are to be entrusted to these two companies. Even 
prior to the policy decision, Naval Headquarters had floated preU- 
minary enquiries with Garden Reach Workshops in view of the fact 
that Gardm Reach Workshops had experience of building a Seaward 
Defence Boat, Garden Reach Workshops informed Naval Head- 
quarters in November, 1960, that due to heavy pressure of work in 
their Estimating Section, they v:ou!d not be able to submit their 
estimates before the end of December. 1960. Meanwhile, NHQ 
undertook a revision of specifications of the Seaward Defence Boats 
taking into account the various advances made by the shipbuild- 
ing industry in India and on the basis of their experience of the 
earlier Seaward Defence Boats built in India. This revision of speci- 
fications which involved a complete change of electrical equipment 
and the substitution of indigenous equipment for imported ones, 
was intimated to Garden Reach Workshops as and when modifica- 
tions were decided upon. They also ensured that obsolete equip- 
ment was not fitted on the vessel. 

3. The first quotation from Garden Reach Workshops was recefved 
in July 1961. Various technical and costing details of the Arm's 
offer had to be obtained and further correspondence entered into 
with Garden Reach Workshops. The final quotation was received 
from the firm in January, 1962. This was considered in detail by 
Government and the revised Government sanction accordingly ism- 
ed in December, 1962 revising the total cost of Rs. 60.00 la%hs to 
Ra 78,42,880.00 including Rs. 27.00 lakhs in foreign exchange. Tht 
h was to deliver the first vezsel for trial in appmxlmntrlg PO 



months followed by one vessel every two months thereafter, sub= 
ject to the following c.onditions being satisfied:- 

(a) thar  all the free supply items were made available to the 
Company at least 12 months prior to the delivery date;' 

(b) that Import Licence for importing Aluminium material 
and water cooler was issued wit:lin four monChs from the 
date of order and import9d mater:nls were received in the 
Yard within 8 months hereafter; 

(c) that there was no delay in inspection)approval andlor 
progress payments; 

(d) that all steel material remained, or were made, available 
within 5 months from the date of receipt of order. 

4. ~s stated above, Messrs. Garden Reach Workshops Limited had 
earlier constructed a Seaward Defence Boat for the Navy which was 
built using only indigenous steel. The original Seaward Defence 
Boats were designed according to British Navy's specifications and 
the use of indigenous steel had resulted in an increase of Hull 
weight by 15 tons over the British design figure. This was the mad- 
mum permissible increase acceptable to Naval Headquarters. When 
Messrs. Garden Reach Workshops Limited got the order in Decem- 
ber, 1962 they projected their requirements of steel to the Iron and 
Steel Controller in accordance with the specifications of the sqantl- 
ings used by them for the earlier construction. In the meantime, 
an important development had taken place. The specifications for 
the Seaward Defence Boats were obtained from the U.K. Ministry 
of Defence (Navy) and were based on the foot pound system. The 
Indian Steel Industry was originally producing steel in accordance 
with the foot pound system and Naval Headquarters did not, there 
fore, anticipate any difficulty in regard to indigenous availability, 
particularly because steel of the required specifications had been 
made available by the Indian steel producers for the Seaward 
Defence Boats previously constructed for the Indian Navy. Hm- 
ever, by L5e time the order was communicated to the builder, the 
steel rolling mills in India had switched over to the metric system 
and due to further rationalisation of sizes by the steel industry, the 
steel requirements for the Seaward Defence Boats which sati?Pffed 
the weight specification could not be met indigenously. In Januar~r, 
1983, Naval Headquarters were accordingly informed by Garden 
Reach Workshops that certain sections were not available indigenow 



ly and substitutes offered by the Iron and Steel Controller w ~ u l d  
cause a further increase in Hull weight by approximately 4.5 tons. 
This increase in weight was not acceptable to Naval, Headquarters 
in view of design considerations. 

5. The matter was then taken up by Naval Headquarters with 
the lron md Steel Controller in February 1963. In April, 1963 the 
lron and Steel Controller iniormed Mjs Garden Reach Workshops 
that steel of the requisite specifications was not available indigenous- 
ly. Thereupon in May 1963 Naval Headquarters requested M/s. 
Garden Reach Workshops to forward their complete requirements to 
the lron and Steel Controller for grant of an import licence, and 
this was done by the firm in July, 1963. 'l'he Iron and Steel Control- 
ler, however, intimated Garden Reach Workshops in end July 1963 
to provide the requisite foreign exchange as the foreign exchange 
could not be spared from his allocation. The firm projected this 
requirement to Naval Headquarters in end August, 1963. Naval 
Headquarters then requested the Iron and Steel Controller to re- 
consider his stand regarding the provision of the Foreign Exchange 
from his quota. This was agreed to by Iron and Steel Controller 
on 1st October, 1963. Necessary import licence was issued and M/s 
Garden Reach Workshops invited offers from abroad for the required 
steel. However, in January, 1964, M;s. Garden Reach Workshops in- 
formed Naval Headquarters to esplore the possibility of having the 
requirements cross-mandated to the Indian Supply Department, Lon- 
don through the Director General of Supplies 8: Disposals. This posi- 
tion was brought to the notice-of the Department of Defence Produc- 
tion in early February, 1964, whereupon they advised the firm in 
March. 1964. that the indent should be placed on the Director General 
of Supplies and Disposals who could cross-mandate it to the Indian 
Supply Department, London (Indian Supply Mission. Washington. Ac- 
cordingiy indents were raised on 27th March, 1964 by M/s. Garden 
Reach Workshops which were, however, returned by Director General 
of Supplies and Disposals (end April 1964) to the firm for rectification 
of some mistakes and also for payment of an advance deposit. The 
corrected indent along with the deposit money was forwarded to 
Director General of Supplies and Disposals in middle May, 1964, 
subsequent to which the indent was cross-mandated to Indian Sup 
ply Department, London by Director General of Supplies and Dis- 
posals. Thereafter further exchange of correspondence was neces- 
sary with D.G.I.S.M., London as certain scctians were not available 
even in U.K. The matter was finally resolved and shipment of &eel 
~ommenced m early 1965 2nd co!~tinuc?d upto middle 1966, 



6. The construction of the Vessels has been further delayed due 
to the delay that occurred in the supply of some of the items which 
the Navy wat required to supply to the builder. This delay occur- 
red as a result of difficulties experienced in identifying and check- 
ing the serviceability of the stores to be sent to the builder from 
time to time as well as difficulties in regard to the availability of 
suitable rail transport. 

7. In addition to the delay in the procurement of suitable steel, 
the following factors also contributed to the Craft not being comp- 
leted and delivered in time:- 

(i) Non-availability of non-magnetic bullet prooj steel. 
Non-magnetic Bullet Proof steel was not available 
from indigenous sources although enquiries were 
made from a wide range of supplying sources. Ultimate- 
ly, an acceptable alternative viz., aluminium plating was 
located and order placed in December, 1966. However, 
there was a serious breakdown in the Aluminium Rolling 
Mill as a result of which there was further delay in the 
delivery of aluminium Plating. This was received only 
in December, 1967. 

(ii) 1ndi.genous substitution of Imported materials. A number 
of items like light fittings, junction boxes, distribution 
box and board, switches and cables were being substituted 
from indigenous sources. Due to the small quantities in- 
volved considerable effort was required to persuade 
manufacturers to supply these items. Besides this, these 
items were required to meet Naval specifications and thus 
contributed to the delay in establishing indigenous sources 
of supply. However, whatever little could be achieved 
by indigenous substitution was considered to be worth- 
while in the larger interests of selfsufficiency. 

8. The original sanction issued in March 1960 listed certain 
machinery and equipment which were to be supplied by the Navy to 
the shipbuilder at an estimated cost of Rs. 27.00 lakhs. In 1960 
Naval Headquarters had not anticiwted any difficulty in regard to 
the construction of these boats and therefore initiated immediate 
action for the procurement of these items in view of the fact that 
the lead time required for such imports would be considerable. The 
processing of the procurement of the machinery which continued 
even upto 1964 i.e., even after Naval Headquarters knew that there 
would be delay in  the cnn@tn~ction of the vessel consequent on the 



non-avadibility of steel, was deliberate as Naval Headquarters did 
not expect the difficulty in the procurement of steel to last so 1- 
Further, the items required are not perishable and should be avail- 
able for installation in the trait as soon ,as required. 'i'hr supply 
of these items commenced in 1962 and continued upto 106'7. The 
equipment received had not deteriorated during storage and was 
being issued to the shipbuilder as required for the installation on the 
Seaward Defence Boats. 

9. The Bofor Guns were not required to be fitted by the Builder 
as this.is not his contractual commitment. The purchase of these 
guns was authorised vide Government of India, Ministry of Defence 
letter No. WM/1407/NHQ)3164/SjD(N-1) dated 30th November, 1864 
at a cost of Rs. 15 lakhs and these were received in September 
1967. The Guns would have to be installed by the Naval Dock- 
yard, Bombay after the Seaward Defence Boats had been delive~ec 
complete in other respects to the Indian Navy. 

10. Although the delay in construction was primarily due to the 
non-availability of steel, it should be pointed out that the total cost 
of steel utilised in Naval ships account for less than 2 per cent of 
the total cost of the construction of the vessel. However, the use 
of the correct quality of steel was extremely important from the 
point of view of design and operational considerations and unless 
the correct quality of steel was utilised, however, low its cost, no 
progress could have been achieved in construction. In the present 
case, there was no delay in taking the basic decision to import the 
steel when it was discovered that the steel accordmg to the neces- 
sary specifications was not available indigenously. It may also be 
pointed out that the requirement of machinery,equipment was ines- 
capable. Since its procurement in 1962 the prices of the imported 
machinery had escalated considerably and had, therefore, the 
machinery and equipment not been procured at  that time. Naval 
Headquarters would have to pay a considerably greater amount 
lor its procurement at later date. There had been no deterioration 
n the machinery procured and therefore, its procurement earllet 
lad not resulted in any financial loss to the Government. 

11. It  is evident from the position explained above, that the re- 
h i o n  of specifications only did not cause any delay in regard to 
he order placed on Garden Reach Workshops in December lst12, as 
efetred to in the observation at  S1. No. 70, and these were taken 
nto consideration for the stipulated delivery date of August-Decem- 
er, 1964. The delay caused was also due to the reasons glven fn 



para 7 above. The delay in the conetructiun of the vaseel after the 
placement of the order thus was due to:- 

(a) Non-availability of suitable steel indigenously consequent 
to the steel rolling inills in India having switched to 
matric system and consequential procurement of the re- 
quired specifications of steel fmm abroad. 

(b) Delay in the Navy supply items due to the problem of 
indentificatiun and transport arising out of lapse of time 
from the reeejpt of thc stores. 

I t  may bc stated that one of Seaward Defence Boats had already 
been delivered in August 1969 and Second and Third Seaward 
Defence Boats are expected to be delivered by end of December 1969 
and January 1970 respectively. 

12. With reference to the observation at  S1. No. 71, it is pointed 
out that the revision in the specifications was undertaken by the 
Naval authorities to take into account the various advances in s h i p  
building being made around this period. The change mainly invol- 
ved the complete electrical equipment which was b m g h t  in line 
with developments in the indigenous Marine Electrical Industry 
which was concentrating on the development of only A.C. equip- 
ment in confirmity with the world trend as A. C. electrical system 
had better performance in ships. The revision was also utdertaken 
with a view to conserving foreign exchange and utilising Indian 
equipment to the maximum extent possible. Tt is further pointed 
out that the Naval authorities would have made these changes in 
electrical equipment irrespective nf the delay bv Garden Reach 
Workshops in quoting for this work. This is so as the installation 
of electrical generating machinery and fitting out of the vessel does 
not start until m e  time after the fabrication of hull is completed. 
Thus supply of revised specification in this respect to Garden Reach 
Workshops even after the placement of order would not have by 
itself delayed the construction of the ship as long as the change was 
intimated to the yard suficientlv in advanc? of completing the fab- 
ricatian of the hull. This was in fact the case as the chmges were 
duly intimated t? Garden Rench Workshops by end 1962. On the 
other hand, the fabrication of the hull did not commence till July 
1968 due to delay in nrocurement of steel. Thus it would not be 
correct to relate anv element of delay in complt-tim of these crafts 
to the change of specffications undertaken by the Naval authonlties 
in the interest nf ~nsuriqy mow uptodate and efRcient ~lectricnl 
system for these ships. 



13. As regards the delay in the receipt of the steel after the grant 
of the import licence in October, 1963 (mentioned in the ubservation 
a t  S1. No. 72), i t  is quite evident from the position explained in 
detail in para 5 above that i t  was due to:- 

( I )  Non-availability of certain sections of steel ,even in U.K. 
(2) Non-receipt of suitable officers to the enquiries floated by 

MIS Garden Reach Workshops to the Trade. 

(3) Procedural delays involved in the placement of orders on 
DGISM, London. Thus even though the steel was receiv- 
ed only in end of December, 1965 and the last consignment 
was received only in August 1966, it might be apprecia- 
ted that peculiar combjnation of circumstances led to the 
delay of the shipment of steel of required specifications. 

14. In regard to the non-utilisation of equipment and weapons 
worth Rs. 41 lakhs (referred to in S1. No. 73), i t  wi1 be observed 
that this amount of Rs. 41 lakhs includes a sum of Rs. 15 lakhs for 
guns. Government sanction for these was accorded only on 30th 
November. 1964. The indent was raised in February. 1965 and the 
delivery made onlv in September. 1967. Thus. their receipt has not 
been inadvertwtly long before the completion of the vessels, Rc- 
garding the balance of Rs. 26 lakhs. indents worth Rs. 22 lakhs in 
foreign exchange were raised in 1960-61 and these items had already 
been received by May 1963 or were already under inspection and 
despatch and thcjr delivery could not be rescheduled. Further as 
explained already. at  the time of placing of orders in some cases. it 
was real is4 th?t thc Project would be subject to some dclay but 
the extent d tho delay could not be anticipated. Moreover, thc 
Naval authorities con+idered that it was not advisable tn dclay the 
supply of these imported items, which were not perishable and 
should be - ~ ? i l - , b l ~  for instaI1ation in the craft, but such delays 
miqht even!.ua!I;. !)? mow injurious to the construction schedule. 

15. in regard to the observatims of the method of plannine and 
executing the project (Cf SI. No. 741, it is evident that the delav 
in the construction has occurred d w  to a combination of various 
factors which could not reasonably be foreseen and were b e m d  
the control of Naval Headquarters or MIS Garden Reach Workshops 
Ltd. Such cases, are  exceptioqal in nature. It may, howev~r ,  be 
mentioned tha t  design and production of Naval ships and other crafts 
is now heina carried out on more systematic methods with a view 
to avoidinq de lay .  

(Ministry of Defence u.0. No. F 5(10)'69mD(N-1) datrd 
5-12-1969.) 



Recommendations 

The Committee observe that a series of lapses on the  part of 
different authorities led to a valuable Defence consignment passing 
into unauthorised hands and Government sustaining a loss of Rs. 7 
lakhs. The stores were consigned to Bombay in April, 1962, but were 
apparently not off-loaded there.' The Port Trust authorities a t  
Madras who got this consignment some time in 1962 allowed it to 
remain in an 'Iron dump' "where uncleared packages are  stored", 
for the best part of two years, before deciding to put them u p  for 

' auction in May, 1964, as unidentified and unconnected stores, 
According to the procedure, they were required to check the "out- 
turn" from every ship by the end of the month from the date of 
completion of discharge. This they failed to do and the consign- 
ment also "missed the outturn", resulting in its being dumped in 
their premises for about two years. The customs authorities. who 
cleared the consignment prior to its auction, appraised its value as 
Rs. 4,000 but did not apparently even open the consignment. Had 
the consignment been p r o p c r ! ~  cxamlined, it would have been identi- 
fled a t  least at that stage. 

One aspect of the case in particular needs close investigation by 
Government. I t  was stated before the Committee that the cnns:m- 
mcnt got off-loaded at Madras instead of Rombav "bv ac4deqt." The 
Committee, however. obwrve from the information furnished bv the 
Ministrv of Defence t h ~ t  the shio bv which the consignment was 
sent "did not call at Madras". Thr  Ministrv of Defence hnve how- 
ever, added that "ronfirmation'rlarification" in this regard is beinrf 
obtained from the Ministrv of Transnort and Port Trust anthorities. 
The Committee wo111d likc the ~ n a t t ~ r  to he follnwcd LID. Tn casc 
it is established that thr ship did not torwh Madras, i t  ~ h o u l d  b e  
thoroughlv investiqatcd how a Defencc cnnsivnment meant for 
Rombav found its uvv  to nqadrns withnut thr  knowlidqe of anv nf 
tbe  authoritips cnnrrrncd. 

The Commif tc~  also find that it took nvrr nnp vcqr for the  Rom- 
bay Par t  T n M  ni~ thnr i t i~s  to issup a chort-landinq certificate for the 
goods. Such a drlav armlos pnorlv of the state of effcienrv nf the  
Port Trust and mnv result in c l n h q  aqainst qbinners bccomin~ time 
barred. The Committsc. desire that conrrrted action should be t-ken 
to ensure that such delavs are eliminated The Committee stress 
that Port  nl~thoritieci qhn111d nrranm for sncedv identification of 811 
unclaimed'nnconnectwl c o n ~ i ~ n m e n t s .  

In their 15th Report (Fnurth Lok Sahha) tho Committee have 
somprchcnsivcly rcv;cwcd ihc pwition in rc\gn+d to the clearance of 



defence consignments by the Defence Embarkation authorities and 
have stressed the need to m u r e  that Defence stores are expedi- 
tiously cleared through proper liaison with Port Trust authorities. 
The present case highlights the need for such action. The Com- 
mittee note that pursuant to their observations Government have 
issued instructions to the organisations concerned. +he. Committee 
would like to watch the implementation of these instructions through 
future Audit Reports. 

[Sl. Nos. 75 to 78 of Appendix lV to PAC 1968-69) 69th Report 
(4th b k  Sabha)]. 

Action t.kw 
An OfRcer on Special Duty was appointed to investigate into and 

report on the circumstances leading to the loss of the consignment 
in consultation with the Ministry of Transport and Shipping and the 
Ministry of'Finance. On receipt of the report of the Oflicer on 
Special Duty, a reply to the Recommndations will be sent. 

[M of Defence U.O. No. 4 (14) 'BOD (Air-I) , dated 5-12-1969.] 

The Committee observe that work costing Rs. 14.25 lakhs was 
sanctioned betwen July-November, 1963 under the Emergemy 
Works Procedure for improving the operational effkiency of three 
signal centres. The work, which commenced between May and 
September, 1964 was abandoned between August-November, 1965 in 
view of new radar installations in the vicinity sanctioned in the 
mean while. The new radar installations were sanctioned in June- 
October, 1964 by which time m r k  on these three signal centres had 
either not started or, having started was in the preliminary stages. 
Besides, the proposal for these new installations would have been 
under consideration for some time before these were actually sanc- 
tioned. The Committee fail to understand why in the circumstances, 
instructions cculd not be issued for immediate cessetion of work on 
these signal centres. The failure to do so rendered an expcndftw 
of Rs. 1.39 latshs incurred on these centres on purchase of air-condl- 
tionfng and other equipment Rs. (86,000) Civil work (Rs. 20,600) 
construction certain buildings (Rs. 27,000) infructwusl avoidable. 
The Committee would like Government to investigate whether the= 
was any failure by the authorities ccmrned in effecting coordiM- 
tion. 

[SI. No. 88 in Appendix N of 69th Report (Fourth Ink Sabb~) 
; of the PAC (1968-&3).] 
I 



Action take9h 
The Seator .@erational Centres at  A. ............ B. ...... .and C 

...... .were already in existence at the time new radar stations 
were sanctione$ Air-conditioning to these sets had to be provided 
.because it was an essential item for their operation. Augmentation 
,of air-conditioning was necessary as the existing air-conditioning 
plants were in use for more than seven years during which period 
they had to undergo extenefve repairs or overhauls. The new radar 
stations were not lik(Ply to be operational till the third quarter of 
1965 and it was, therefore, necessary to keep these SOCs fully opera- 
tional till the radar stations came up. Accordingly, sanctions for 
augmentation of air-conditioning of these SOCs were issued in 1963. 
'The work services a t  A . .  . . . . .  .commenced on 20th July 1964, at 
B . .  . . . . .  .on 15th June 1964 and at  C. .  . . . . .  .on 18th May 1964. The 
.work services relating to alterations and additions to the buildings 
were soon completed and then the installation of the air-conditioning 
was to be done. It was expected that the entire work services 
including airconditioning would be completed within 3-7 months i.e., 
within the first quarter of 1965 after the commencement of the 
works. On scrutiny of the tenders it transpired that foreign ex- 
!change would be required for air-conditfoning plants as the indige- 
nous equipment5 were much more expensive than the imported 
ones. It was, therefore, decided to import the foreign equipment for 
the purpose and hence the question of release of foreign exchange 
arose. However, by the time the question of the release of foreign 
.exchange required for these SOCs was sorted out, the new radar 
stations had come up satisfactorily. I t  was, therefore, decided to 
'foreclose the works services sanctioned at these Sector Operational 
'Centres in 1963 as these were no longer required to operate in the 
.vicinity of the new radar stations which would in addition discharge 
the functions done by these SOCs. 

2. The matter has 'been thoroughly investigated and excepting 
Zhat the case was dealt with in a routine way, no evidence of any 
'failure by the authorities concerned in effecting cobrdinatfon bar 
#come to notice. 

3. D.A.D.S. has seen. 

"M o.f D.U.0. No. T.2(11) 67D(Air-11) dated 3-12-69.] 



RECOMMENDATION'S OBSERVATIONS IN RESPFCT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

Recommendation 
The Committee note that substantial economies by way of curtail- 

ment in the strength of the gazetted and non-gazetted staff in the 
Office of the Director General, Ordnance Factories, have been sug- 
gested by the Staff Inspection Unit of the Ministry of Finance, but 
their recommendations have not been found to be workable by the 
Director General, Ordnance Factories. The question of implementa- 
tion of the suggestions is, however, stated to be under active con- 
sideration in consultation with the Director Generd, Ordnance 
Factories, and the Staff Inspection Unit. 

The Committee would like Government to finalise the matter a t  
an early date and effect maximum. economy consistently with 
requirements. 

The Committee further suggest that there shouId be a standing 
arrangement whereby the requirements of staff at the Headquartem 
of the Director General, Otdhance Factories as well as the produc- 
tion units (mainly Ordnance Factories) which have not been exa- 
mined by the Staff Inspection Unit, are periodically examined at a 
high level to effect all possible economies consistently with the need 
for maintaining efficient production. 

[Sl. Nos. 19, 20 and 21 of Appendix TV to the sixty-ninth report 
of the Public Accounts Committee--1988-69 (Fourth Lok Sabha)l 

Action taken 
Following are the economies suggested by the Staff Inspection 

Unit in the various cadres of the Headquarters office of the Director 
General, Ordnance Factories:- - -- - 

Posts Sanc- Strength Economyv 
tioned assessed suggested 

strength '3tJ 
- - -  

Non-gazetted technical staff (Superinten- 
dents etc.) . . 191 152 39 

Non-gazetted clerical posts (LDCs etc.) . 628 517 1.1 I' 
-- -- 



2. The Director General, Ordnance Factories did not iind the 
r e c o m ~ d a t i o n s  of the Stafl Inspection Unit workable. He had 
pointed out that the study made by the Unit related to the period 
from June, 1966 to May, 1967 and had not taken into account the 
increase in the work-load, both qualitative and quantitative, which 
was anticipated even at the time of the study. He was also of the 
opinion that the norms adopted by the Unit to determine the strength 
of the technical staff had not taken into account the complexity of 
work. The Director General, Ordnance Factories also got work- 
study carried out by his staff in respect of two Sections, one dealing 
with administrative work and the other with technical work and had 
come to the conclusion that the actual staff required was far in 
excess of that recommended by the Unit. 

3. In order to finalise the case early, the matter was discussed by 
Secretary (DP) with Finance Secretary on the 1st July, 1969. It  
was agreed that so far as the clerical staff was concerned, a de novo 
study of a few Sections and review of non-standard work which was 
not directly relatable to the number of receipts would be carried 
out by the Staff Inspection Unit. As rega~ds the technical staff, it 
was decided that the matter would be examined further by the 
Staff Inspection Unit in consultation with the Directorate General, 
Ordnance Factories. A further repoTt from the Unit is awaited in 
the light of their further examination. 

4. The Staff Inspection Unit did not submit a final report on the 
strength of Gazetted Officers in the D.G.O.F. Headquarters. A note 
containing their suggestions was received for consideration of the 
Ministry. The recommendations contained in that note were not 
found to be acceptable. The matter is under con?ideration in consul- 
tation with the Unit. 

5. The suggestion of the Public Accounts Committee that there 
should be a standing arrangement whereby the requirements of staff 
are periodically examined, is under examination. A further note 
will be submitted as soon as the examination is complete. 

6. The Ministry of Finance (Defence) have seen, 
7. D.A.D.S. has also seen. 

p in is t ry  of Defence File No. lil/69jl]D\(Fy) dated 3-12-M9.1 
Recommendation 

The Committee note that the gas plant is still to be commissioned 
over four years after the scheduled date of its commissioning. Pre- 
llminary trials with the Plant have brought to light defects which 



the firm has been asked to rectify and Government is, therefore, not 
in a position to say when the plant is likely to be put into operation. 
The Comnnittee would like to be apprised of the progress in this re- 
gard as also the action taken against the firm. 

[Sl. No. 30, Appendix IV, Para 2.59, PAC's (68-69) ' 69th Report 
(4th Lok Sabha).] 

Action taken 

Though the Plant has not officially been taken over by the Ord- 
nance Factory and certain defects are under rectification by the 
firm, trial runs have been in progress for the past few months. The 
gas generated during these trials has been utilised by the factory 
and it has been possible to reduce, if not altogether e,liminate, the 
purchase of commercially bottled gas which has almost been dis- 
continued. 

According to the firm, the measures already taken by them re- 
garding the soundness of foundation structures for the gas holders 
are adequate. But according to the consignee, these foundations are 
defective and need further strengthening. In order to settle the 
issue, DGS&D have entered into an agreement with the firm for 
the appointment of two arbitrators one from the firm's side and the 
other from the Government's side, in order to have their independent 
finding in the matter. In case of any difference of opinion, the matter 
would be referred to an umpire, whose verdict would be final and 
binding on both the parties. This agreement was signed on 29-8-69. 
The firm appointed their arbitrator on 22-8-69 and the Government 
their arbitrator on 1-9-69. The outcome of the arbitration is awaited. 

[Ministry of Defence File No. 2/(2)169jD(FN) dated 3-12-1969]. 

Recommendation 

The Committee observe that a deficiency in stores to the tune of 
Rs. 5 lakhs came to light in one of the Ordnance Factories as a result 
of stock verification. It is regrettable that physical verification of the 
stock in the factory was not carried out for two consecutive yean  
i.e. 1964 and 1965 and that a false repbrt was sent to the Director 
General, Ordnance Factories that the verification for the year 1964- 
65 had been done. The Committee note that, though a Court of 
Enquiry which investigated the case found the deficiencies to be 
rittributable to wrong book-keeping and held no specific individual 
to be responsible, a fresh Board of Enquiry has since been consti- 
tuted by Government to investigate the case and pinpoint individuav 



individuals responsible for the shortage. The Committee would like 
to be apprised for their findings. 

[Sl. No. 35 (Para 2.101) of Appendix IV-49th Report of PAC. 
(4th Lok Sabha)]. 

Action taken 
The procee.dings of the fresh Board of Enquiry appointed to in- 

vestigate the case fully are under examination. DGOF has been 
expedited to fmalise the same. This is submitted as interim infor- 
mation to the PAC. 

DADS has seen. 
[Ministry of Defence F. No. l ( l6)  j691D(Prod) dated 18-12-1969]. 

Recommendation 

The Committee desire. that in the light of the advice given by the 
Ministry of Law, the Department of Supply should take measures, 
without further delay, to recover the loss caused to Government 
through the default of the contractor. 

[Sl. No. 36 (Para 2.112) of Appendix IV-69th Report (4th Lok 
Sabha) of the Public Accounts Committee (1968-69)]. 

Action taken 

The above recommendation is for Ministry of Foreign Trade and 
Supply to take action. A copy of the same has already been for- 
warded to that Ministry for necessary action. 

DADS has seen. 
[Ministry of Defence F. No. 1(46)169/D(Prod) dated 22-12-1969]. 

Recommendation 

The Committee are not happy that it took nearly two years in 
this case to settle the question of foreign exchange required for cer- 
tain items of stores indented for by the Air Headquarters. The 
delay resulted. in an extra expenditure of Rs. 56,000. The Commit- 
tee note that the delay arose mainly because the firm with whom the 
orders were placed was reluctant to provide the foreign exchange 
out of its commercial quota though the quota was intended to cover 
Defence requirements also. This suggests the need for evolving 
satisfactory arrangements to ensure that where a quota is intended 
to cover Defence orders also, it is effectively made available for the 
,execution of such orders. The Committee suggest that the matter 
be considered by the Ministry of Defence in consultation with the 



Department of Supply and Director General, Technical Develop- 
ment and a satisfactory procedure worked out in this regard. 

[Sl. No. 82 of Appendix IV to Public Accounts Committee's 69th 
Report (Fourth Lok Sabha) 1968-691, I 

Action taken 

The foreign exchange released to the Commercial Sector for 
common user items is intended to cover also the supplies against 
Defence orders. The supplier should, therefore, comply with De- 
fence order without seeking extra foreign exchange al.location. In 
accordance with that decision when the Director General, Supply 
& disposal negotiates an order on the Civil Sector on behalf of De- 
fence Ministry the assistance of Director General, Technical Deve- 
lopment official concerned, or of the representative of the authority 
in-charge of import licencing where necessary is to be obtained so 
that the supplier complies with the Defence order without release 
of an additional exchange. Where, however, the firm is not agreeable 
to meet the foreign exchange requirement from out of its own quota 
for purpose of supply of stores against Defence orders, an enforce- 
ment machinery has to be devised to ensure that the firm is com- 
pelled to do so. This question is under consideration, as suggested 
by the Public Accounts Committee, in consultation with the Depart- 
ment of Supply, Ministry of Finance, the Ministry of Industrial 
Development and Company Affairs, the Director General, Supplies & 
Disposals and the Director General, Technical Development and fur- 
ther progress on this case will be reported to the Committee shortly. 

[Ministry of Defence File No. F. 11(12)/69/D(Budget) dated the 
4th December, 19691. 

NEW DELHI; ATAL BIHA.RI VAJPAYEE, 
January 24, 19'70. Chairman, 
~ T h i ) .  1 8 T l m . -  Public Accounts Committee. 



kumnmry of nmin ~onclusions 1 ~ecornmendatiotis 

-- 
&. No. 

i I -6 Ministry of Defence The dommlttee trust that the Work Study Cells already set tip in 
(Defence) Army and being set up in Air Headquarters will be suitably st-- 

gthened with trained personnel so that they could serve as use- 
ful tools for securing cdst redugtion consistent with the need to 
maintain effectiveness. The data fdrnished to the Committee shows 
that the Works Study Cell has so far by and large been studying 
staffing patterns and structures. While this is no doubt of impoiz 
tande, the Committee would like to wiht out that cost effectiveness 
or Systems Analysis techniques have been used elsewhere id the 
World to sol~e bkoad-based policy and programme questions (covering 
gpodfic kvalbation of particular programme elements and ~eapo11~  
'sgsterrf. The Committee would like Governmat to e*aniine h m  
best the scope for applicatidn of cost effectiveness techniqud t o d d  
be widefled to cover bigger ateas of managm-t- 

2 1 .12  Ministry of befeueel The experience of the country in I S ,  whefi there ;vrtas a 1tbP 
M a .  of Defence page of military supplies from some muntries, underscores the need 



- - 
1 L 3 - --- 4 

C - -- --- - for greater self-reliance in respect of materials and hardware re. 
quired by the Defence Services. This calls for a mobil i~t ion plan 
covering not only the public but also private sector units: only such 
a plan w ~ u l d  help to establish a broad production base in the coun- 
try, which ean successfully meet any requirements during emer- 
gency. The Comrqitteo note that the Department of Defence Pro- 
duction and Defence Supplies are making a continuous assessment 
of the extent and manner in which the civil capacity in the public 
and private sectors can be mobilised. The efforts in this direction 
have so Par established sources of indigenous supply for items valu- ' 

ed at Rs. 33.87 crores. However, the efforts will need further in- 
tensification, if import substitution is to be achieved to the extent - 
of Rs. 200 crores over the next five years. as Government are re- 
ported to be planning.' 

3 f - 1 3  of Defence! The Committee note that the rmported Stores and Raw Mate- 
Deptt- of rials Screening Committee which used to functicn in the Ministry production of Defence had compiled a Master List of Imported Stores to help 

x Government to locate indigenous sources of supply for imported 
items. I t  would be of distinct advantage in fixing an appropriate 
scheme of priorities for indigenous production if the Technical Com- 
mittees constituted in the Department of Defence Supplies could 
draw up similar Master Lists in their respective fields of work. 

-do- Any programme for establishing indigenous prduction would 
in the Committee's opinion also have to take note of the need to  
provide adequate incentives to indigenous producers, . by . way of 



assistance in procurement of critical raw materials needed for p m  
duction and design and engineering expertise that might be need- 
ed for production of acceptable indigenous substitutes. The Corn- 
mittee have already drawn attention to this matter in para 1.20 of 
the Sixty-Ninth Report (Fourth Lok Sabha) . 

Deptt. of Defence The Committee would also like to stress that ordnance factories 
Pro~uai~ll lDe~tt-  of should, consistent with the need to secure economic utilisation of 
Defonco Suppl es capacity, concentrate on production of vital and critical items. Com- 

mon user items should as far as possible be procured from Trade, if 
reliable and economic sources of supply are established. This 
arrangement would be in the interests of Government, as such items 
are likely to be produced cheaply and efficiently in the civil sector 5 
where competition is likely to prevail and large-scale output would 
help to bring down prices. 

Ministry *f Defence1 In the Committee's opinion, a substantial step-up of research 
pep*. (lf Defence and development effort in the defence field is called for .  The Production assessment referred to at page 14 of this Report indicates that the 

country will be called upon to undertake a number of schemes for 
the development of missiles. In the field of aeronautics, the country 
has to attain self-sufficiency in the design and development of 
advanced types of aircraft and helicopters. The Aeronautics Com- - 
mittee have called for the production of a "new aircraft incorporat- 
ing a more advanced technology" and the need for design and deve- - -- --- --- / 

*Econoxr,ic Times dated ~ 2 n d  October, r969. 



lopment of "an advanced technology engine" for this aircraft. All 
these are pointers of the need for intensification of research and 
development efforts and the fields of activity which should receive 
emphasis. The priorities will have to be worked out by Government 
on the basis of a "long-term assessment of threats". 

Another point arising out of the recommendations of tine Aero- 
nautics Committee which needs to be mentioned is the necessity 
for involvement of research institutions outside the Defence field 
with studies that are proposed to be conducted in order to avail of 
the s e ~ c e s  of a larger number of scientists. This will have to be 
done after adequate safeguards from the security angle are provided. 

w 
The issues of store6 and equipment to the Defence Services are g 

now of the order of about Rs. 350 crora  and constitute about a third 
of the Defence expenditure. It is therefore imperative that provi- 
sioning procedures are strea'mlined, to avoid recurrence of instances 
of over provisioning of the type pointed out by the Committee in 
their Sixty-Ninth Report (Fourth Lok Sabha). The Committee ob- 
serve that a number of committees or other agencies have been 
asked to undertake reviews of the existing provisioning procedures 
in the different services. The Committee hope that tfiese studies 
will be expeditiously completed and would help Government to lay 
down sound guidelines which would secure economical provisioning 
consistent with the need to keep the Services efficiently equipped. 

A crucial factor in provisioning is the determination of reserve 
stocks to be built up. It is obvious that reliance onoverseas sour- 



ces oi supply will necessitate iarger reserves. l t  would, therefore, 
be necessary to build up indigenous production, if reserves are to be 
economically regulated. 

&6 r 29 *\linistry of Another factor to be reckoned in provisioning is the possibility of 
equipment becoming obsolete with advances ir. technglojjy. Thp 
Committee note that there is a standing machinery in Government 
entrusted with the work of standardising equipment to be provided 
to the Services. The Committee hope that as recommended by the 
Aeronautics Committee, "a rolling plan" for equipping the services, 
based on a long-term assessment of threats would be drawn up 
periotlically. 

r I I .32 Depn. of Defence The Committee note that the recommendations made by the Staff * 
PdUCtion,Ministry Inspection Unit regarding reduction in staff in the Office of the ' 
ot'Finance (Defence) Director General, Ordnance Factories were not considered "work- 

able" by the Director General, Ordnance Factories and that the mat- 
ter is under discussion between *he Ministries of Defence and $5- 
nance. The Committee hope that with reference to further studies 
on a mutually acceptable basis, the matter would be expeditiously 
finalised and maximum possible economies effected. 

The Committee would like action to be taken on their suggestion 
that there should be a standing arrangement whereby the require- 
ments of staff at the Headquarters of the Director General, Ord- 
nance Factories as well as the production units (mainly Ordnance 
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Factories) which have not been examined by the Staff Inspection 
Unit are periodically examined at a high level to effect all possi- 
ble economies consistently with the need for maintaining efficient 
production. 

13 1.37 Deptt. of Defence The Committee are not able to subscribe to the view that the 
Production shortfall in production of Shaktiman Trucks was made up through 

increased production of Nissan Vehicles. The data furnished by 
Government shows that in respect of Nissan Vehicles, the planned 
programme for import substitution has not been achieved. The pro- 
duction of these vehicles was, therefore, comparatively an easier 
matter than the production of Shaktiman Trucks. 

Now that a full-fledged unit for production of vehicles is being 
ii 

set up in the public sector and Government will no longer be depen- 
dent for production of vehicles on availability of spare capacity in 
ordnance factories, the Committee hope that targets for production 
would be attained. The Committee would like Government to keep 
a close watch on the position. 

The Committee also trust that Government will make sustained 
efforts to accelerate the pace of import substitution in respect of 
components etc. required for Nissan Vehicles. 

The Committee note that in regard to items to be supplied by 
Trade for the production of these vehicles, there has been a "fre- 
quent failure". The automobile industry in the country is now 



Deptt. nf'Defrr~ce fairly well-established and i t  should not be &cult for Government 
Productim to locate reliable sources of supply of components. 

The Committee note that manufacture of universal joint has 
been established at Machine Tool Prototype Factory, Ambemath. 
The Committee hope that production of the rernainingiterns will 
be established in the coming year according to schedule. 

The Committee are far from happy over the inordinate delay in 
establishing production of crank case and cylinder heads for which 
collaboration agreements were executed as far back as September, 
1958. They hope that the prcduction will be established in the com- 
ing year as expected. 

L-. 

The Committee note that steps have been taken to train tech& 
' 8 

cal personnel in cost control and quality control at the collabora- 
tor's works in West Gennany and they hope that these efforts would 
help in bringing down the cost of production of Shaktiman trucks. 
Serious efforts should be made to make the cost of Shaktiman truck 
comparable to the cost of a civil truck produced for the Army in 
the private sector. With largescale production of vehicles being 
now established and the distinct possibility of Service demands not 
being able to support production in the unit on an economic scale 
from 1973-74 onwards, the importance of cost and quaiity control 
needs no emphasis. 
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The Committee observe that there is a dispute between Govern- 

ment and the firm which undertook the supply and erection of the 
gas plant. The matter has now been referred for arbitration. The 
Committee suggest that the arbitration proceedings be expedited 
so that the gas plant is commissioned at  the earliest pdssible oppor- 
tunity. 

2 I 1 - 5 5  Ministry of Defence 

22 1.58 Deptt. of Supply 

23 r .6r Ministry of Defencer 
Deptt. of Supply 

The Committee hope that, on the basis of Government's ex- 
perience in these two cases, they would ensure that assessment of 
peak load demands of electricity is most carefully made, keeping 
in view a realistic picture of operational requirements. 

The Committee trust that necessary action to effect recovery 
from the contractor for supply of substandard timber has been E 
taken by Ministry of Foreign Trade and Supply. The conhi t tee  
would like to be informed of the progress in the matter. 

The Committee are unable to accept Government's view that 
there was no lapse in this case. Supplies made by the firm against 
a contract placed in April, 1963 were found defective by the Army 
Authorities soon after the stores were received in December, 1963. 
The Army authorities had also reported the matter immediately to 
the India Supply Mission, Washington, which had placed the con- 
tract. Under the circumstances, it was the duty of the Army autho- 
rities, when they placed a fresh indent for similar stores in Feb- 
ruary, 1964. to have alerted the purchasing agency suitably. The 
argument that the indenting authority is r@ required to indicate 



the source of procurement while placing the indent is clearly un- 
tenable in this context. It is no doubt true that, as a ma* of nor- 
mal procedure, it is the procuring agency which decides the source 1 
of supply. But when the indenting authority is aware that similar 
stores procured from a particular m r c e  have proved unacceptable, 
it is surely its responsibility to draw attention to this fa'ct. In any 
case, under the existing practice, indenting authorities do normally 
indicate the previous sources of supply in their indent. The Army 

! 

authorities could have well, therefore, pointed out to the India 
Supply Mission that the previous source of supply in this case could 
not be relied upon to supply acceptable stores. ' 

24 r .62 Uin.stry of Defence/ Another point that the Committee notice is that, even after the 
R p t t .  of Supply India Supplv Missicrn themselves had drawn the attention of Army 6i 

authorities in February, 1964 to their complaint about the previous 
Iot of supplies. i t  took about 8 months for the Army authorities to 
investigate the position and inform the Supply Mission that the 
stores were not acceptable. 

-do- The part played by the India Supply Mission also calls ihr 
comment. The Mission have taken the plea that they procured the 
stores against the indent placed in February. 1964, because the indent 
contained no indication that the previous lot of supplies was nut ac- 
ceptable to the Army authorities. The Committee see little fom 
In this plea, because the Supply Mission were aware, even in the 
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absence of any indication to that effect in the indent, that the pre- 
vious lot of stores had not been accepted by the Army authorities. 
Besides, as the Committee have themselves pointed out in para 3.95 
of their Sixty-Ninth Report (Fourth Lok Sabha) the Supply Mission 
had themselves suspended for this reason procurement action on 

26 I .64 Ministry of Lkfence/ 
Deptt. of Supply. 

7 7 
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28 I .70 ~CIinictrv of Defcncc 

another indent f m  similar stores received at  the same time. 
For the foregoing reasons, the Committee wish to reiterate their 

recommendation in para 3.96 of their Sixty-Ninth Report that res- 
ponsibility for the lapses that occurred a t  various stages of the ease 
should be fixed. 

The Committee note that the jetty built a t  a cost of Rs. 1.75 ; 
crores will be put to full use "once the capital dredging of the basin 
is completed". The Committee would like Government to settle, 
after consultation with the Central Water and Power Research 
Station, the pattern of dredging and draw up a programme for the 
purpose so' that the jetty can be used by Destroyers and Frigates 
also. 

The Committee cannot help expressing their disapproval of the 
manner in which this project has been handled. The scheme for 
construction of the seaward defence boats was sanctioiied by GQV- 
ernrnent early in 1960 in the anticipation that they would be s u p  
plied by end of 1964. Nine years after the sanction two of the three 
boats still remain to be delivered. The Committee note the explana- 
tion of Government that delay was caused by "a combination of . 
various factors which could not reasonably be foreseen" and that 



cases oR this kind are "exceptional in nature". The Committee how- 
ever feel that a sense of urgency or some imagination cm the part of 
those who handled the project in the Naval Head-quarters Garden 
Reach Workshop and the Steel Controllers Oace could have subs- 
tantially reduced the procedural bottlenecks which have led to 6 
years d delay in the schedule of delivery. The Committee hope 
that Government would ensure that procydural delays of the Bind 
that occurred in this case do not dog the implementation of defence 
projects hereafter. 

29 1-73 Ministry of Defence The Committee observe that Government have instituted an 
enquiry into the circumstances that led to a valuable consignment af 
aero-engines passing into unauthorised hands. The Committee 
would like the enquiry to be expeditiously completed and appro- 
priate procedures to be devised, on the basis of the findings, to avoid 
recurrence of such instances. 

30 I -76 Miniscry of Defence1 In the opinion of the Cornmittee, when a foreign exchange quota 
Finance. given to the Commercial Sector is intended also to cover exchange 

requirements arising out of Defence orders, i t  is important to ensure 
that such orders are executed forthwith. If there are any negotia- 
tions to be conducted about release of additional foreign exchange 
these should be done after complying with the order. The Corn- 
mittee n& that the question of devising suitable procedures in this 
regard is engaging the attention of Government. The Committee 
would like the matter to be finalised expeditiously. 



3 = 1-79 ministry of~e.ence While Government have admitted that this case "was dealt with 
in a routine way", they have stated that there was no fail- by 
the authorities concerned in effecting co-ordination. The Commitke 
are not able to accept this view. The work on the Signal Centres 
was abandoned in August-November, 1965, about a year after it was 
started, in view of new radar installations which were sanctioned 
in the vicinity. According to Government's expectations the new 
installations were expected to become "operational" in "the third 
quarter of 1965." I n s t r u c t i ~  were also issued in AugustlNovem- 
ber, 1965 to stop further work on the Signal Centres. In view of 
this position, there was no justification at all for Government to 
have released foreign exchange for the requirements of the Signal 
Centres and proceeded with the acquisition of imported equipment 
indented for the Centres, The data given in paras 5.77 and 5.81 of 
the Sixty-Ninth Report (Fourth Lok Sabha) would show that the 
foreign exchange for the equipment required for these Signal Cen- 
tres was released between May, 1965 and November, 1965 and that 
the imported equipments obtained were not utilised for the works. 
Clearly all this m l d  not have occurred, unless there hadbeen lack 
of co-ordination. 

32 I .&  ministry of Defence Tbe Cormnittee would like Government in the fight of this posi- 
tion to reexamine the case for fixing responsibility for the failures 
that occurred. Expeditious action shcruld aIso be taken to put the 
equipment to use. 
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