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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised 
by the Committee, do present on their behalf this Hundred and 
Seventy-second Report on action taken by Government on the recom-
mendations of the Public Accounts Committee contained in their 116th 
Report (7th Lok Sabha) on Purchase operations of the Supply Wi.1g in 
the High Commission of India, London relating to the Ministry of 
External Affairs. 

2. In their earlier Report, the Committee had pointed out that 
the working of Supply Wing, London had been hamstru:1g by problems 
of coordination of the one hand and want of sufficiently qualified 
technical staff on the other. The Ministry of External Affairs hav ~ now 
informed the Committee that while it has been agreed to, in principle, 
that the Supply Wing will be staffed by the officials drawn from 
Miaistries of Defence and Supply. a Committee cons1stmg cf 
Foreign Secretary, Secretary (Defence), Secretary (Supply) and 
Secretary (Defence Production) would examin~ the matter and 
take a final decision on the staffing, taking into account the job 
requirement and the functional responsibility of the concerned 
organisation. Th~ Ministry have further stated that the final staffing 
of the Supply Wing, after completion of work transL·r and implementa-
tion of concomitant recommendations, would be subject to a complete 
review to be undertaken after two years from th·: date of initiation of 
work transfer proceedings. In this Report the Committe\.' have desired 
the Ministry of External Affairs to inform them of the recommendations 
of the Committee of Secretaries and the date by which the wo1 k transfer 
proceedings would b! initiated by thl! Government. The Committe~ 
have also desired that the indenting Departments in the three Services 
Headquarters should be equipped with the requisite te hnic:1l and neces-
sary expertise and proper coordination should be m~dntained between 
them so as to avoid 'ascs of duplication/overJarping after the Wf'!'k is 
actually transf~:rred from the Supply Wing. 

(v) 



( vi) 

3. As there were a number of cases of delays on the part of the 
Shipping Directorate to locate the sui .able vessels for the shipment of 
stores to India resulting in air-liftin! of mmt of the stores procured by 
Supply Wing, London, the Commit:ec had, in their earlier Report, re-
commended that the air-lifting of defence stores should be resorted to 
only in exceptional Clses and the rl.!asons for delay in locating suitable 
vessels should b; examined criticaHr by the team of officers and neces-
sary steps taken to gel over th: problems in consultation with the 
Ministry of Shipping and Transpor.. The Ministry of External Affairs 
have informed the Committee th1t discussions with the Shipping Cor-
poration of India, Indian Steam Ship Company and the Scindia Steam 
Company and the Air Indi t have been held to work out a methodology 
that will allow for defence planning to ensure shipment of stores only 
through the Indian Flag Vessels a·1d they have therefore stated that in 
vi:w of the arrangements now mJde any further critical examination by 
a team of officers of the reasons for delay in locating suitable vessels 
was not cosidered immediately n ~cessary. Th.! Committee have not 
agreed with the above views of the Government and have reiterated their 
\.':lrlier rl!commendations for examining critically by a team of officers the 
reasons for delay on the part of the Shipping Directorate to locate sui-
table vessels for the shipment of stores to India so as to ensure that 
such cases do not recur. The Committee have further desired that the 
1\tinistry should also ensure that the shipm~nt of stores to India should 
be made by Indian Flag Vessels only. 

4. The Committee considereJ and adopted this Report at their 
sitting held on 19 October, 1983. Minutes of the above sitting form 
Part I I of the Report. 

5. For facility of reference and convenience, the recommendations 
and observations of the Committe.! have been printed in thick type in 
the body of the Report and have also been reproduced in a consolidated 
form in the Appendix. to the Report. 

6. The Committe~ place on re:ord)heir appreciation of the assist-
ance rendered to them in this matter by the. Office of the Comptroller 
and Auditor General of India. 

NEW DELHI; 

October 26, 1983 --- - - --~ ---- --
Kartika 4, 1905 (S) 

SUNIL MAITRA 

Chairman• 
Public Accounts Committee. 



CHAPTER 1 

REPORT 

1.1 This Report of the Committee deals with the action taken tJy 
Government on the Committee's recommendations and observations 
contained in their I 6th Report (7th lok Sabha) on Purchase Operations 
of the Supply Wing in the High Commission 0f India, London com-
mented upon in paragraph 23 of the Advance Report of the Comptroller 
and Auditor General of India for the year 197:J-80, Union Government 
(Civil) relating to the Ministry of External Affairs. 

1.2 The Committee's l I 6th Report was presemed to the Lok 
Sabha on 30th July, 1982 and contained 30 recommendations and 
observations. According to the procedure laid down, the notes indicat-
ing the action taken by Government in pursuance of the rec0mmcnda-
tions and observations contained in this Report, duly vctt~.·d by :\uJit, 
were required to be furnished to the Committee latest by 29th J,muary 
1983. Whereas the Ministry of External Atfairs submitted adva. c~ 
copies of action taken notes in respect of all the recommcndati~_-,ns by 
5 April 1983, the vetted replies in respect of these recommenJari,)n:-; 
were furni~hed to the Committee on 7 October, l C) 83. 

1.3 The action taken notes receivl·d from Government have b..:cn 
broadly categorised as under : 

(i) Recommendations and obsen•ations 11 hid1 hare I cw ccccpti·d hr 
Government : 

Sl.Nos.l-6, 10-25 

(ii) Recommendations and obsen·ations which tl:e Cummiltt c cf,, not 
desire to pursue in l'iew of the replies receired from Gorernmcnt : 
Sl. Nos. 7, 8 and 9 

(iii) Recommendation; and obsen•ations replil'S to which l:.lre rr(•t 
accepted by the Committee an,/ which req1. ire rt iter.ilimr : 
Sl. Nos. 27, 2~, 29 and 30 
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(iv) Recommendations and obsen•ations in respeet of which Govern-
ment have furnilhe.l interim replies: 
Sl. No. 26. 

1.4 The Committee expect that the final reply to the recommenda-
tions in respect of which only inte1 i n reply has been given by Govern-
ment, will be furnished to the Committee expeditiously after getting the 
same vetted by Audit. 

1.5 The Committee will now deal with the action taken by 
Government on some of their recomm\!ndations/observations. 

Lack of p oper coordi11a1ion between indmtors and the Supp(r Wing 
London (Paragraph /.35 Sf. No. 5) 

1.6 Finding that there was lack of proper coordination between 
indentors and the Ministry of Defence on the one hand and between 
the Supply Wing, London and the Ministry of Defence on the other, the 
Committee had, in ;>aragraph 1.35 of their earlier Report, observed : 

"From the material made available to the Commi.tee and the 
evidence tendered before them by the representatives of the 
Ministries of External Affairs, Defence and Supply, the 
Committee find that the working of the Supply Wing, 
london has been hamstrung by problems of coordination on 
the one hand and want of sufficiently qualified technical 
staff on the other, In a review of the working of the ISM, 
London carri~ out by the Chiefs of the Staff Committee in 
February, 1980, it was pointed out that the unsatisfactory 
functioning of the ISM, London was adversely affecting the 
operational preparedness owing to non-availability of vital 
spares and components for equipment of UK and European 
origin. The Chiefs of Staff Commi'tee came to the conclu-
sion that "the ISM was not responsive to the needs of the 
Services/Headquarters so much so that the number of the 
pending indents had been increasing progressively and a 
large number of indents were being unilaterally cancelled or 
returned." 

"The Ministry of External Affairs have attributed the present 
situation to the fact that the Supply Wing have allowed 



the various indenting Departments from India to burden 
them with additional and avoidable tasks, which should be 
outside the purvi~.:w of their normal functions. The Minis-
try of the Defence on the other hand are of the view that 
the staff in the Supply Wing lacks expertise, experience and 
Defence background to appreciate the defence requirements 
and therefore requires revamping." 

1.7 In their reply dated 7 October, 1983 the Ministry of Ex-
ternal Affairs have stated : 

''A decision has already been taken on 21 January, 1983 to 
transfer to InJia all possible items of work. The1e is con-
sensus now bdween the Ministries of Exrernal Affairs and 
Defence that the Supply Wing's staff would continue to func-
tion under the local administrative control of the High 
Commission and will be functionally answaable to the 
Defence Ministry, as indeed happens in the case of commer-
cial ar1d other technical stafT. The work of the Supply 
Wing officers would also be reviewed by the Defence Minis-
try and remarks of the Defence Secretary will be incorpo-
rated in their character rolls. 

While it has bet:n agreed to on 7 August, 1981 and 16 September, 
1981, in principle that the Supply Wing will be staffed by 
officials dra\vn from the Ministries of Defence and Supply, 
a Committee consisting of the Foreign Secretary, Secretary 
(Defence), Secretary (Supply) and Secretary (Defence Pro-
duction) will examine the matter and takt! a final decision on 
the staffing, taking into account the job requirements of the 
available ~.:xpertis~ and experience and the functional respon-
sibilities of concerned organisations. 

The Public Accounts Committt"c will be informed of further 
devdopmt"nts in the nutter." 

1.8 In their earlier Report, the Committee had pointed out that the 
working of Supply Wing, London had been hamstrung by problcnts of 
coordinatioa on the one hand and want of sufficiently qualifil•d technical 
staff on the other. In their reply, the Ministry of Extrrnal Affuirs h:ne 
stated that while it has been agreed to, in principlt.•, that the Supply 
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Wing will be staffed by the officials drawn from the Ministries of De· 
fence and Supplies, a Committee consisting of the Foreign Secretary, 
Secretary (Defence), Secretary (Supplies) and Secretary (Defence Pro• 
duction) will examine the matter and take a final decision on the staffing, 
taking into account tht> job requirements and the functional responsibility 
of the concerned organisations. The Committee would like to be inform-
ed of tbe recommendations of the said committee and the action taken 
thereon. 

Reorganisation of the Srpp(v Wing Paragraph ].40-S/. No. 10) 

1.9 Recommending the need for taking early decision for work .. 
ing out the details of transfer of work from Supply Wing, London by 
the Committee of Secretaries and affecting its necessary re-organisation 
without further loss of time, the Committee, in para~raph 1.40 of their 
earlier Report, bad observed : 

"In view of the dissatisfaction voiced by the Chiefs of StafT Com-
mittee about the present arrangements and also ';;Onsidning 
that over 90 per cent of storeg procured through Supply 
Wing, London arc defence stores, the Committee are of the 
Defence opinion that it would be desirable if the Ministry ot 
themselves assume r•.>sponsibdity for their procurement from 
abroad. The question that needs to be considered is to 
what extent these functions can be discharged through the 
mechanism of the Foreign Stores Procurement Cell proposed 
to be set up under the aegis of the Ministry of Ddencc so 
that the Supply Wing in London can be divested of all such 
jobs which can better be done in India. The Committee 
desire that a decision on the suggestion to allow the 
indenting ministries to rccciv~ and process indents 
directly through the Coordination Cells-one in the \'•inis-
try of D.:fence and the other in the Ministry of Supply and 
monitoring of contracts, delivery ~chedulc'., shipm~·nt scLc-
duks etc. through these cells should be taken without further 
dday so as to put to an end the present state of uncertain-
ty about tht: future of th.: Supply Wing. The Committ~?e: 

would urge that the details of transfa should be worked out 
by the Com.mittee of Secretaries and necessary reorganisation 



s 
of the Supply Wing, London effected without further 
loss of time. The Committee would like to be apprised of 
the precise decisions taken in the matter. 

1.10 Intheiractiontaken note dated 7 October, 1983, the 
Ministry of External Affairs have stated as under : 

"The Ministril!s of Def~nce, External Affairs, Supply and the 
Cabinet Secretariat have considered in depth the mechanism 
suggested by the Public Accounts Committee. It has been 
decided on 21 January, 1983 that to the maximum extent 
possible, all routine purchase work and work following 
therefrom will be handled from India by the respective in-
denting departments and all facilities as well as the powers 
and practices followed with regard to purchases of different 
categories of items by the Supply Wing, London and the 
DGS&D, would be vested in the Purchase Directorates under 
the three Services Headquarters and the Director General, 
Ordinance Factories. The final staffing pattern in the 
interim phase will bt.: decided by a Committee consisting of 
the Foreign Secretary and the Secretaries of Defence, 
Defence Production and Supplies. The final staffing of the 
Supply Wing after completion of work transfer and imple-
mentation of concomitant recommendations would be sub-
ject to a complete review to be undertaken two years from 
the date of initiation of work transfer proceedings. It bas 
been decided not to set up a separate Foreign Stores Procure-
ment CelJ in India. 

It was also decidt!d (21-1·1983) that the following items of work 
could be delinked from the Supply Wing and handled dirtlctly :-

(i) All aspcc1s of contracts negotiated and concluded from 
India ; 

(ii) Winding up or the Shipping Duectorate progressively. This 
will entail arranging of shipments of stores through the 
suppliers on FOB basis now prt!valent, subject to the usual 
conditions. In exceptional cases of sensitive fragile goods 
C'&F shipments could be used. However, the Shipping 
Ministry would also be consulted. This is being done. 
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(iii) Inspection of stores will be dispensed with and stores would 
be accepted on the supplier's Quality Assurance Certificates 
and/or guarantee/warranty. Wherever inspection was felt 
absolutely necessary a team of experts would be 
deputed from India. The Inspection Directorate of the 
Supply Wing, London would also be progressively wound 
up. 

(iv) The work of sorting out discrepancy reports should normally 
be handled from India, except in cases of contracts concJud-
ed by Supply Wing, London. 

{v) Unless there arc special reasons for not doing so, repeat 
orders upto Rupees one lakh where items are to be pro-
cured from the suppliers on whom the orginal contract was 
placed, would be placed from India directly by the indcn-
tors. 

(vi) Logistics indents normally placed on the Ministry of De-
fence, U.K., would be directly handled from India althouph 
Supply Wing, London could be involved to explore other 
sources of supply. 

(vii) Simultaneously it was agreed that Air Headquarkrs will 
take over on an experimental basis the procurement of pro-
prietary items as we11 as catalogued items that is items of 
non-proprietary nature for which suppliers arc already 
known and published price lists existed. This could he 
extended to the other two services and the Director 
General, Ordinance Factories later dependent upon the out-
come of the experiment. 

(viii) Repair contract~ and procurement against low-value indents 
for new items, without monetary limits would be procured 
through Supply Wing, London, if they cannot be directly 
procured from India. 

(ix) Market surveys, location of sources of supply and assistance 
to procurement agencies would be cxlcndcd by the Supply 
Wing. Lor.dcm, in its final reduced form. 
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(x) The delegation of powers to the Service Headquarters/Direc· 
tor General Ordnance Factories commensurate to the tasks 
to be undertaken was agreed to, in principle, subject to the 
details being worked out. 

(xi) The local administrative control of the High Commission 
over the Supply Wing will continue although its officials will 
be answerable to the Defence Ministry who would review 
their work and incorporate the remarks of the Defence 
Secretary in the character rolls." 

1.11 In paragraph 1.40 of their earlier Report. the Committee 
had, In order to put to an end the state of uncertainty about the future 
of the Supply Wing, London, recommended that tlie details of transfer of 
work from Supply Wing, I.ondon should be worked out by the Committee 
of Secretaries and its necessary reorganisation effected witlwut further 
loss of time. In their reply, the Ministry of external Affdrs h; ,-e •tated 
that after considering the matter in depth, it has been decidt·d that, to 
the maximum extent possible, all routine purchase work and work follow-
ing therefrom would be handled from India by the n·~pcctiH indr11ting 
departments and all facilities as well as the powers and practices ful'owcd 
with regard to purchase of different categories of items by the ~uppl~

Wing, London and the DGS&D would be Hsted in the Purc!J.:s€ Directo-
rates under the three Service Headquarters and the o:rcctor General, 
Ordinance Factories. The final staffing pattern of the Supply Wi:1g in 
the interim phase will be decided by a committee consisting of Fordgn 
Secretary and the Secretaries of Defence, Defence Production ~md Sup-
ply. The !inal staffing of lhe Supply Wirlg, after completion of norli 
tran,fer and implementation of concomitant recommendafons, would be 
subject to a complete reliew to be undertaken after two years fro;n the 
date of initiation of work transfer proceedings. Tht• Committee would 
like to be informed w·betber tbc work transfer proceedings haw since been 
initiated aud if not. by when these would be initiated and the n·asons 
for not initi ~ting the liame so far. 

1.12 The Ministry han• also intimaf<'d a numh~r of items of 
wnk which would be delinked from the Supply \Ving and handled din·ctly 
by the JeipN:-Cin indentin!! detutrtments. The C'ommift('e hope that the 
indenting Dcpa~·tmt·nt.;; in ~he three Senkcs lh·adqtwrt~.·r.;; ".11!1d he 
equipped with tlu.' ret!tdsite h•chnical and necessary t•xpertist• and prop:r 
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coordination would be maintained between them so as to avoid cases of 
duplication/overlapping. 

Non-bulking of indents by tlze lndemor (Para 3.20-SI. No. 22) 

1.13 Expressing their concern over the non-bulking of indents 
by the indenters resulting in avoidal-k extra expenditure to the tune of 
Rs. 6.14 lakhs in three cases pointed out in the Audit paragraph, the 
Committee had, in paragraph 3.20 of their earlier Report, obsl!rved : 

hThe audit paragraph has given details of three cases which 
together entailed avoidable extra expenditure to the tune of 
Rs. 6.14 Iakhs on account of non-bulking of indents by the 
indentors. Similar cases of extra expenditure were reported 
by the C & AG in the Audit Report (Defence Services) for 
the year 1977-78. The Committee find that there is a sharp 
divergence of views between the Ministry of External Affairs 
and the main indcntors riz. the Ministry of Defence on this 
question. While the Ministry of External Affairs are of the 
view that the primary responsibility of bulking of indents is 
that of the indentors, the Ministry of Defence feel that 
bulking of requirements is a procurement function. Accor-
ding to the latter, the possibilities of bulking are very remote 
because each indent is dedicated to a particular type of 
equipment or weapons system and might contain as many 
as 100 or 150 items. During evidence the representative of 
the Ministry of Defence expressed the view that apart from 
the remote possibility of bulking of indents, "the economy 
that would flow from this sort of bulking of two or three 
items would be more than off~sct by the amount of effort 
which would be necessary in this regard." However. ins· 
tructions have been issued to the effect that adequate care 
should be taken by the respe€tive Service Headquarters to 
ensure that requirements of similar items being procured by 
them are bulked." 

1.14 The Ministry of External Affairs, in their action taken 
note dated 7 October 1983, have stated in this regard : 

"The Committee has already been informed (para 3.2 of the 
I 16th Report of the Public Accounts Committee (7th Lok 
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Sabha) by the Ministry of Defence that instructions to ensure 
adequate hulking by the respective Headquarters have alrea· 
dy been issued. In view of the fact that the majority of work 
items particularly indenting is now being transferred to the 
respective Purchase Director atcs under the Service Head-
quarters/Director General, Ordnance Factories/Ministry 
of Supply in India, the question of any bulking being 
done by Supply Wing, London does not arise and 
therefore the divergence of views on this issue between the 
Ministries of External Affairs and Defence is no longer 
relevant. 

The observations made by the Committee have noted by the 
1\1 inistry of Defence. 

Thete is hardly any commonality of items req uircd by the three 
Services as the equipment/machinery, spares etc. used in 
one Service are different from those used in the other 

Services. It is therefore not possible to bulk items 
required by the three Services. However, the bulking is 
done Service-wise as explained in the succeeding paragraphs. 

·rhe Naval items are reviewed once a year and on the basis of 
these reviews indents are raised. As the reviews are carried 
out equ pment-wise, bulking is automatically achie\·ed. 

The projections of indents in the Air Force is done once ;1 year 
for high-value items, except f<)f a small range A proposal 
is under consideration to change the paiodicity of review 
from six months to annual b~1sis even for this small range. 
As a result, all the indents would be placed one-: a vear and 
the requirements of various items would be bulked on an 
annual basis for procurement. 

As r ·~~·trds the \rrny, indents for supply of spares arl' pb\.'ed on 
ISW(L) once a year based on the requirements asses:.;cd as a 
result of annual provision review carried out by the rt•spec-
tive Central Ordnance Depots tCODs). The requirements 
so assessed by the COJ).;; arc on an all lndia basis and thl' 
same item is not dem,tnJed by any other COD separately. 
However, there are rare and cxcepti('lnal cases wh~. rl· supple-
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mentary dem,mds are placed to meet the operationally 
urgent requirement when some equipment is out ofaction." 

1.15 In their earlier Report, the Committee had expressed con-
eern over the non-bulking of ind(.•nts by the indentors resulting in avoida-
ble extra expenditure to the tum.• of Rs. 6.14 lakhs in three cases relating 
to the Air Headquarters. The Ministry of l·~xternal Affairs have now 
Informed the Committee that the projl'ctions of indents in the Air Force 
is done once a year for high laluc itt·ms, except for small range. A pro-
posal is under consideration to change the periodicity of review from 6 
months to annual basis el·en for a small range. As a result all the indents 
would be placed once a lear and the requirements of \'arious items would 
be bulked on an annual basis for procurement. The Ministry of Defence 
also issued instructions to ensure bulking by the respective Headquarters. 
As certain instances of extra expenditure of Rs. l) 83 l.tkhs arising out 
of non-bulking of indents were also reported in paragraph 31 (-Bs. 2.23 
lakhs) and paragraph 42(a) Rs. 13.60 (lakhs) of the Report of C&AG 
of India, Union Government tDefencc Services) for the year 1977-78, the 
Committee hope that the l\lioistry of Defence would ensure that such 
caselil of avoidable and infructuous expenditure do not recur. The Com-
mittee need hardly emphasize the need for continuous lhtison and coordi-
nation among the three Services Headquarters to ensure that orders for 
the same items from different Services are bulked together. 

Delay in Locating suitable Vessels for the Shipment of Stores 
(Paragraph 3.36-S/. No. 27) 

1.16. Stressing the need for critical examination by the team of 
officers the reasons for delays on the part of Shipping Dircctorat~ to 
locate suitable vessels for the shipment of storei to India the Com-
mittee, in paragraph 3.36 of their Report, had, observed : 

"The team of officers has pointed oul that in most cases the 
defence supplies, except hazardous consignments, are air-
freighted through Air India and critical defence stores are 
periodically air-lifted by special courier flights. Since air 
freight will, in any case, be much more than the sea freight, 
the Committee recommend that the air l1fting of Dcfcnce 
storrs should be resorted to only in exceptional ca~es. They 
consider that as far as possible Indian Flag vessels should be 
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used for all stores to be imported into the country and that 
with advance planning, it should he possible to locate Indian 
Flag vessels for shipment of defence stores. The Committee 
would also urge that the reasons for delays on the part 
of Shipping Directorate to locate suitable vessels for the 
shipment of stores to India should be examined critically by 
the team of officers and necessary ste s taken to get over 
the problem in consultation with the Ministry of Shipping 
and Transport." 

1.17. In their action taken note dated 7 October 1983, the 
Ministry of External Affairs stated: 

"The Committee's recommendations that air-lifting of Defence 
stores should be restored to only in exceptional cases and 
that as far as possible Indian Flag vessels should be used for 
all stores to be imported into the country have been noted 
and are being complied with. Only in the most emergent 
cases or where no immediate Indian Flag vessels art! available 
or where air-freighting proves economical, it is being re-
sorted to. Discussions with the Shipping Corporation of 
India, the Indian Steamship Company and the Scindia 
Steamship Company and Air-India have been held to work 
out a methodology that will allow for advance planning 
to ensure shipment of stores only through Indian Flag vessels. 
Studies have revealed that the frequency of vessels bearing 
Indian Flags between UK and India has increased in the 
recent past ; the low frequency of suitable shipping vessels 
was one possible reason for delays on the part of the Shipp-
ing Directorate. In view of the fact that the responsibility 
for ensuring timely shipment on Indian Flag vessels is being 
vested in the suppliers, any further critical examination by 
the team of officers of the historical reasons for delays 
in locating suitable Indian vessels is not considered imme-
diately necessary. The Public Accounts Committee will be 
informed of furthe:- developments in the matter.'' 

1.18. As there were a number of cases of delays on the part of 
Shipping Directorate to locate the suitable vessels for the shipment of 
stores to India resulting in air-lifting of most of stores procured by Supply 
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Wing, London, the Committee had, in paragraph 3.36 of their earlier 
Report, recommended that the airlifting of defence stores should be re-
sorted to only in exceptional cases and the reasons for delay in locating 
suitable vessels should be examined critically by the team of officers 
and necessary steps taken to get O\'er the problem in consultation with 
the Ministry of Shipping and Transport. The Ministry of E:xternal 
Affairs have now intimated that discussions with the Shipping Corporation 
of India, the Indian Steamship Company and the Scindia Steamship 
Company and Air Tndia have been held to work out a methodology that 
will allow for ad\'ance planning to ensure shipment of stores only through 
Indian Flag ,·essels. The Commi1tee feel that it is a step in the right 
direction. They, however, do not agree with the r~ply of tl:e Ministry 
of External Affairs that as 'the responsibility for ensuring timely ship-
ment on Indian Flag vessels is being vested in the suppliers, any further 
critical examination by the team of officers of the historic~) reasons for 
delays in locating suitable Indian vessels is not considered immediatd~,. 

necessary'. The Committee reiterate their earlier recommendation that 
the r~asons for delays on t~e part of the S~lipping tJircctorate to locate 
suitable vessels for the shipment of stores to India should br examined 
critically by the team of officers so as to ensure that such c~ses do not 
recur. The Ministry should also ensure that the shipment of stores to 
India should be made by Indian Flag vessels only. 

Under-uti/i5ation of computer jr"cility al'ailable in the Supp!v Win:: 
(Paragraphs 3.45-3.47-Sl. No. 28-30). 

1.19. Urging Government to take suitable steps so as to ensure 
that the computer facility available in the Supply Wing is put to opti-
mum use, the Committee had in Paragraph 3.45 to 3.4 7 Jwd fitated : 

"A computer (cost-Rs. 12.91 lakhs) was installed in the 
Supply Wing in December 1976 with a view to achieving 
better efficiency in the processing of indents. Audit have 
however, pointed out that no advance planning was d0ne 
with regard to items which were to he comput•.riscd nor any 
detailed study was made to identify th: difficulties. \\hat is 
still worse is that no effortc; v.crc made to codify the various 
ikms to lay down in advance the functional specifications 
and the processes or checks to he exercised by computer and 
th.)SC to be done manually. Even th;: System Analysts, pro-
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grammcrs and computer operator were posted as late as in 
August 1977, January 1978 and July 1978 respectively. The 
Director EDP Systems in the Defence Research and Deve-
lopment Organisation in his Report (September 19~1) on 
the functioning of the computer in the Supply Wing, London 
has pointed out that the computer is at present loaded with 
routine, though important functions and sufficient man-
power has not been pr.widcd for coding/key boarding func-
tions related to the computerised information system with 
the result that the data relating to the contracts have fallen 
in arrears. Contract &mendments have not been carried out 
for over 18 months and consequently related reports from 
the EDP Directorate would not be up-to-date. The Report 
has emphasised the need for a computer system which will 
~~nable the building up of an integrated data base for the 
Supply Wing functions as well as for other wing/departments 
of the India High Commission. It has therefore been re-
commended that the High Commission should set up an 
intcgrah:d indent progress control system for use by the 
Supply Wing and that the computer should also support the 
Consular, Science and Defence Wings of the High Commis-
swn. It bas further been recommended that other func-
tilms in the High Commission such as accounts, pay rolls, 
library etc. should be computerised. The Committee were 
given to understand during evidence that action on the re-
port has been pended in view of the ongoing review with 
regard to tht: over-all functioning of the Supply Wing. In 
a subsequent note, the Ministry have informed the Com-
mittee that the comprehensive report on the functioning, 
of Supply Wing, London (January 1981) inter-alia, contain-
ed suggestions on the relocation of the Computer Cell in 
!ndia is being considered by the Committee of Secretaries 
and that the Jvlinistry of Defence are preparing paper in-
corporating the coordinated views of the three Service Head-
quarters on this subject. The Committee would like to be 
apprised of the decision taken in the matter. 

The Committee note with concern that currently the pa) roll 
and expense recording and analysis system of the Indian 
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High Commission in London is being got done by a service 
bureau outside at a cost of£ 1200 per month. As early as 
in 1979, the Minister (Supply) Indian High Commission, 
London bad suggested that this function should be taken 
over by the Computer Wing with some marginal capital ex~ 

penditure of around £3500. Thus, there would be recurring 
savings of at least £14400 per annum on this applica· 
tion alone. 

The Committee consider it extremely unfortunate that the com-
puter facility procured at considerable cost has been allowed 
to be grossly under-utilised over the last six years. In the 
meantime, an extra expenditure £14400 (Rs. 2.5 lakh a~ 
proximately) per annum is being incurred on pay roll and 
expense recording of the High Commission by obtaining the 
services of an outside body. The Committee desire that 
the matter should be reviwed without further loss of time 
so as to ensure that the computer facility available in the 
Supply Wing is put to optimum use." 

1.20. The Ministry of External Affairs have statetJ m their 
action taken note dated 7 October, 1983 as under : 

"The Committee's recommendation the setting up of an inte-
grated indent progress control system for use by all the wings 
of the Mis5ion including Supply Wing and the Chancery 
have been noted. 

It is submitted that the accounts, pay-ro11s etc. arc already com· 
puterised although a diffirent compu_ter is b.:ing used for 
such computerisation, since this computer was initially meant 
for fulltime usc by the Supply Wing alone. 

Since the future of the Supply Wing bas now been decided and 
transfer of majority of work items to the respective depart-
ments in India is already in hand, re-programming of this 
particular computer along the line~ suggessted in the EDP 
Systems Report of September, 1981 may prove infructuous 
at this stage. However, it has now been decided that once 
the work transfa has been completed the present computer 
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would then be re-programmed to handle residual work items 
of the residual Supply Wing Unit in addition to giving 
support to the Consular, Science, Defence, Libraryp 
Chancery Wings of the High Commission if its capacity 
so permits and if such functioning proves economical from 
the point of view of availability of computer tapes and spare 
parts etc. keeping in view the model of the computer. 
Against the background of rapid evolution of computer 
technology the element of cost-effectiveness in the utilisation 
of this present computer would also be kept in view. The 
Public Accounts Committee will be informed of fur_ther deve-
lopments in the matter. 

The Committee~s concern about the annual ~xpenditure being 
incurred on the pay-roll and expense recording and analysis 

system by service bureau outside is noted. In this connec· 
tion attention is invited to our above reply. As has been 
submitted the question of reprogramming the present com-
puter for this work in addition to their other work items 
detailed in the reply under reference in terms of its cost 
benefit will be examined at the appropriate time, to ensure 
Government's financial interests • 

•..... In this connection it is further submitted that until work 
transfer has been completed it would not be possiblt: to 
quantify the residual workload on account of the Supply 
Wing for this computer. To add on the additional work 
items referred to above would mean the augmentation of the 
capacity of this computer at an expenditure of about 
£5,000/- non-recurring and about £1,500/- per annum 
recurring. This would be more or less equivak·nt to what 
we are paying the Service Bureau for accounting, recording 
and analysis. It was, therefore, felt that augmentation of 
the capacity of the present computer without removing 
routine toad from it would not prove cost effective to the 
Government. The examination to ensure the optimum use 
of the computer facility availability in the Supply Wing is 
therefore being kept pending subject to finalisation of work 
transfer as brought out in our replies ....... " 
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1.21. In Paragraph 3 45 of the earlier Report, the Committee 
hid commented upo:!l the procure:uent of a computer costing about 
Rs. 12 91 lakb' for th~ Supply Whg, London in Dcce:nber 1976 with-
out doing any advance· p~annbg with regard to th~ items which were to 
be ~omputeriscd or identifying in detail the difficutries in this regard. 
As the payroD and C'X_l)(.'nse recording and analysis system of the Indian 
High Commission in London was beL1g done by a service bureau outside 
at a cost o.f £1200 per mont:t, the Co~n:nitt.!c had sug·gested that this 
function should be taken oyer by the Computer Wing with some marginal 
capital expenditure of around £3500, as stated by the 1\'"linister (Supply),. 
Indian High Commission, London as early as in 1971. This would have 
resulted in recurring saviags at least of £14,400 per annum on this ac-
count alone. The Ministry of .External Affairs have now stated that the 
accounts, payrolls, etc. were already being computerised through a diffe-
rent computer and the computer with them was meant for full time use 
by tbc Supply Wing alone. They have, therefore, stated that this com-
puter would be reprogrammed after the work transfer has been complet-
ed. to handle residual work items of residual Supply Wiag unit in addition 
to givimg s1ppart to the Consular, Science, Defence, Library and 
Chancery Wings of the High Commission if its capacity so permits and 
if such functioning proves econom ical from the point of view of avail-
ability of computer tapes and spare parts, etc., keeping in view the 
madel of the computer. The Ministry have informed that to add on the 
additional work items referred to above would mean the augmentation of 
the capacity of this computer at an expeilditure of about £5000 non· 
recurring and about £1500 per annum recurring and this am~Junt would 
be mme or less equivalent to what they were paying to the service bureau. 
The \1inistry have, therefore, expr.!ssed the view that augmentation of the 
capacity of tbe computer without removing routine load from it would not 
prove cost effective to the Government. 

1.22. The abDve reply of the Ministry fortifies the view already 
expressed by the Com.nittee that this computer was purchased without 
any advance planning and without ensuring if it was required at all. As 
the work transfer in the Supply Wing is likely to take considerable time, 
the computer will not be put to use for all this period. 1 his is, to say 
the least, shocking. The Committee recommend that the circumstances 
in which a decision was taken to purchase the computer without advance 
planning and properly assessing its usefulness should be investigated and 
responsibility fixed. Moreover, ways should be found out to ensure to 
gainfully utilise the computer already purcl1as ~ 



CHAPTlR II 

CONCLUSIONS OR RFCOMMENDATlO~S THAT HAVE 
BEEN ACCEPTED BY GOVER:"MENT 

Recommendation 

The Supply \Ving of the Indian High Commission in London 
makes purchases for the Government of India, State Governments, 
autonomous bodies etc. and al'\o arranges for inspection of the stores 
and their shipment. In recent years more than 90 percent of these 
stores represented defence purchases The control ova the Supply 
Wing was transferable from the Department of Suppl) to the Ministry 
of External Affairs in April J 975 on the ground th~t "the indent in!:! 
departments were not satisfied with the existing arrnngcments ~md desired 
a new set up accountable to them, if not directly, at least indirectly 
through a department other than Department of Supply. It \.vas felt 
expedient to vest the administrative control of the ISM with the 
Ministry of External Affairs as all general questions in Parliament 
relating to our establishments abroad have to be answered by this 
Ministry.'' 

{SI. No. (Para 1.31) of Appendix III to I 16th Rep . .rt ofth~ 
Public Accounts Committct: (7th Lok Sabha).J 

Action Taken 

In continuation of th..: oral evidenc•: (reproduced at pages :-4 of 
1 16th Report of the Public Accounts Commithe) (7th Lok Sabha) given 
before the Public Accounts Committee, it is further daboratcd ti1a: 
the Supply Missions in LonJon and Washington L'Xi:)ted as Lntitic~ 
separate from the High Commission Emba~~y pri~H ll) April 1975. 1l 
was felt that with a progressiw dct.:rl'ase in lh·: \ durnc or purchase \\'C1ri-. 
being handkd hy the~c l\1 issions and with a :-i:llph.:at;on ( r procedures 
being followLd by them alongwith a !'imultane'"ms strcnth~ ning r·f tl.c 
fmbassy itself, these Supply Missions ccuJd p-.:JhJps be wound ur with 
~uhstantial s<.~v;ngs to the c:xd~cquer. In other wcrds, the Supply 

17 



18 

Missions under control of the Department of Supply were to be merged 
in a reduced from with our High Commission(Embassy under the 
control of the Ministry of External Affairs who would then be responsi-
ble for answering all general questions in Parliam.mt relating to their 
functioning. 

(Ministry of External Affairs OM No. Q/Accts-1/7340/3/82 dated 
7 October, 1983) 

Recommendation 

The Committee understand that the long term objective defined 
by the Committee of Secretaries in April 1975 was ''the winding up of 
the Supply Missions in London and Washington, while certain functions, 
which consistent with the requirements of efficiency and economy could 
not be undertaken in India will be retained by the High Commission/ 
Embassy.'' 

[S. No. 2 (para 1.32) of Appendix III to ll6t h Report of the 
Public Accounts Committee (7th Lok Sabha).) 

Action Taken 

The long term objective defined by the Committee of Secretaries 
has been achieved since the Supply Missions in London and Washington 
have ceased to exist as independent organisations and have been re-
organised and converted into the Supply Wings of the High Commis-
sion/Embassy with effect from 1st April, 1975, which undertake those 
functions which, consistent with the requirement of efficiency and 
economy, cannot be undertaken from India. 

(Ministry of External Affairs. 0. M. No. Q/Accts-I/7340/3/82 
dated 7 October, 1983). 

Recommendation 

Aecording to the Ministry "this long term objective is yet to 
be realised; meanwhile transfer of aJJ impossible work within the para-
meters of efficiency and economy and national interest, re-formulation 
of and adaptation of existing governmental regulations and procedur~s 



~~ 

to enable the handling of the Supply Wing work from India is 
underway." 

[S. No. 3 (para 1.33) of Appendix III to 116th Report of the 
Public Accounts Committee (7th Sok Sabha).] 

Action Taken 

A d~ision has been taken on 21.1.1983 to transfer to India as 
many as possible of the purchase related items of work, which it is felt, 
can be handled from here, leaving residua] essential work items. These 
will be:-

(i) Repair contracts. 

(ii) Market survey and location of sources of supply. 

(iii) Processing of low value indents for new items without mone-
tary ceiling. 

(iv) Assistance to procurement agencies in India which may be 
felt necessary. 

(v) Any other procurement work which cannot be directly 
handled from India. 

The concerned Ministries are taking action to implement this 
de.:ision. 

(Ministry of External Affairs 0. M. No. Q/ Accts-I, 7340/3 '82 
dated 7 October, 1983). 

Recommendation 

The Committee understand that as a follow up of the directive 
issued by the Prime Minister for reducing the staff in the Supply Win 17 

~· the strength has been successively reduced from 123 in March 1979 to 
114 in 1979-80 and 85 in 1980-81. 

[S. No. 4 (para 1.34) of Appendix III to I 16th Report of the 
Public Accounts Committee (7th Lok Sabha}]. 

Action Taken 

The assessment of the Committee is correct. The strength of thJ 
Su.·ply Wing will continue to stand at 85 during the work transfer phase 
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and final staffing will be decided after a revtew, to be undertaken not 
later than 2 years from the date of commencement of work transfer 
proceedings. The transfer proceedings will start after a final decision 
on the same is taken by the Committee of Secretaries. 

[Ministry of External Affairs 0. M. No. Q/Accts-1,.'7340/3/82 
dated 7 October, 1983] 

Recommendation 

From the material made available to the Committee and the 
evidence tC'ndered before them by the representatives of the Ministries of 
External Affairs, Defence and Supply, the Committee find that the 
working of Supply Wing, London has been hamstrung by problems of 
coordination on the one hand and want of sufficiently qualified technical 
staff on the other. In a review of the working of the ISM, London 
carried out by the Chiefs of Staff Committee in February, 1980, it was 
pointed out that the unsatisfactory functioning of the ISM. London 
was adversely affecting the operational preparedness owing to non-
availability of vital spares and components for equipment of UK and 
European origin. The Chiefs of Staff Committee came to the conclusion 
that ''the IS~1 was not responsive to the needs of the Services/Head-
quarters so much so that the number of pending indents had 
been increasing progressively and a large number indents w:re 
being unilateraily cancelled or returned. •· The Ministry of 
External Affairs have attributed the present situation to the fact that the 
Supply \Ving hwe allowed the various indenting Departments from 
India to burden them with additional and avoidable tasks, which should 
be outside the purview of their normal functions. The Ministry of 
Defence on the other hand are of the view that the staff in the Supply 
Wing lacks expertise, experience and Defence background to appreciate 
the defence requirements and therefore requires revamping. 

[S. No. S(para 1.35) of Appendix III to I 16th Report of the Public 
Accounts Committee (7th Lok Sabha)) 

Action Taken 

A decision h..1s alr~.!ady be.:n tab:n or. 21.1.1983 to transfer 
to India all po.:.sible items of work. There is consensus now 
h:twcen the Ministric~ of External Affairs and Ddencc that lhc Supply 
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Wing's staff would continue to function under the local administrative 
control of the High Commission and will be functionally answerable to 
the Defence Ministry. as indeed happens in the case of commercial and 

• other technical staff. The work of the Supply Wing officers would also 
be reviewed by the Defence Ministry and remarks of the Defence 
Secretary will be incorporated in their character rolls. 

While it has been agreed to on 7. 8.1981 and 16.9.1981 in pri nci-
ple, that the Supply Wing wi II be staffed by officials drawn from the 
Ministries of Defence and Supply, a Committee consisting of the 
Foreign Secretary, s~crt.:tary {Defence), Secretary (Supply) and Secretary 
(Defence Production) will examine the matter and take a final decision 
on the staffing. taking into account the job requirements of the available 
expertise and experience and the functional responsibilities of concerned 
organisations. The Public Accounts Committee will be informed of 
further Jevclopments in the matter. 

[Ministry of External Affairs 0. M. No. Q/ Accts. 1!7340/3/82 
dated 7 October, 1983] 

Recommendation 

In the later sections of this Report, the Committee have high-
lighted the inordinate delays in procurement of stores by the Supply 
Wing due to various factors which have inhibited its functioning. It has 
been admitted that on>! of the reasons for inefficient J.~erformance of the 
Supply Wing is lack of proper coordination between the identors and 
the Ministry of Defence on the one hand and between the Supply Wing 
and the Ministry of Defence on the other. 

[S. No.6 (para 1.36) of Appendix III to I 16th, Report of the 
Public Accounts Committee (7th Lok Sabha).J 

Action Taken 

The Ministries of External Affairs and Defence are agreed that 
once avoidable work items have bten transferred out from the Supply 
Wing, London, and technical qualified personnel man its seats, coordi-
nation between the indentors, the Supply Wing and the Ministry of 
Defence would improve. 

[Ministry of External Affairs 0. M. No. Q'Accts-1/7340/3 82 
dated 7 October. 1983) 
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Re~ommendatJon 

In view of the dissatisfaction voiced by the Chiefs of Staff 
Committee about the present arrangements and aim considerina that 
over 90 per cent of stores procured through Supply Wing, London are 
defence stores, the Committee are of the opinion that it would be desir· 
able if the Ministry of Defence themselves assume responsibility for 
their procurement from abroad. The question that needs to be consi· 
dered is to what extent these functions can be discharged through the 
mechanism of the Foreign Stores Procurement Cdl proposed to be set 
upunder the aegis of the \-finistry of Dd~.!nce so that the Supply Wing in 
London can bl! divested of all st1ch jobs which can bettl!r be done in 
India. The Committee desire that a decision on the suggestion to allow 
the indenting \llinistries to receive and process indents directly through 
the Coordination Cells one in the Ministry of Defence and the other 
in the Ministry of Supply and monitoring of contracts, ddivery 
schedules, shipment sch~duJes etc. through these Cells should be taken 
without further delay so as to put to an end the present state of uncer~ 
tainty about the future of the Supply Wing. The Committee would 
urge that the details of transfer should be worked out by the Committe c 
of Secretaries and necesury reorganisation of thi.! Supply Wing, London 
effected without further loss of time. The Committee would like to be 
apprised of the precise decisions taken in the matter. 

[S. No. 10 (para 1.40) of Appendix III to I I 6th Report of the 
Public Accounts Committee (7th Lok Sabha\]. 

Action Take-n 

The Ministries of Defence, External Affairs Supply and the 
Cabinet Secretariat have considered in depth the mechanism suggested 
by the Public Accounts Committe>!. It has been decided on 21.1.1983 
that to the maximum of extent possible, all routirll' purchase work and 
work following there-from wi11 be handkd from India by tht: resp;;ctivc 
indenting departml'nts and all facilities a<; wdl as the powers :tnd prac, 
tices followed with regard to purchases of diffl!r~;nt categories of items by 
the Supply Wmg, London and tht.: DGS&D, would be \C~tcd in the 
Purchase Directorates uncle~ the three S~..:n icc<; Hcadqturters and til~ 
Director General, Ordnanc(: Factories. The final stailing pattern in the 
interim pha!>e \\ill h~~ Jccidt;:d by a Committee CLlnsist ing oft he Foreign 
S.:crctary and th..: Secretaries of Defence, Defence Production and 
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Supplies. The final staffing of the Supply Wing after completion of 
work transfer and implementation of concomitant recommendations 
would be subject to a complete review to b~ undertaken two years from 
tile date of initiation of work transf~:r proceedings. It has been decided 
not to set up a separate Foreign Stores Procurement Cell in India. 

It was also decided (on 21 .1.1981) that the following i'ems of 
work could be delinked from the Supply Wing and handled directly:-

(i) All aspects of contracts negotiated and concluded from 
India ; 

(ii) Winding up of the Shipping Directorate progressively. This 
will entail arranging of shipments of stores through the 
suppliers on FOB basis now prevalent, subject to the usual 
conditions. In exceptional cases of sensitive/fragile goods 
C&F shipments could be used. However, the shipping 
Ministry would also be consulted. This is being done. 

(iii) Inspection of stor~s will be disp~.?nsed with and stores would 
be accepted on the supplier's Quality Assurance Ccrti!lc~\t.' 

and/or guarantee 'warrantee. WhncYCr inspecti0n w~ts felt 
absolutdy necessary a team of r:xptrts would 1:-e dcputt:d 
from India. The Inspection Directorate of the Supply 
Wing, London would also be progressively w0und up. 

(iv) The work of sorting out discrepancy re1orts should normally 
be handled from India, except in cases of contracts l·oncluded 
by Supply \Ving, London. 

(v) Unko;s there are special reasons for not doing s,1. repeat 
orders upto Rup~es One Lakh wh,'rc items arc t\' be pr\)curcd 
from the same suppliers on whom the \)tigina\ C('t1t r~1ct "as 
placed, W(Htld be plac,·d frt'm Jndi,t Jirc~·tl~ by the indcn-
tPrs. 

1, vi) Logistics indcnts normally pla~i.?d on the \1 ini~try ~)f Dcf,·nce, 
U.K , wouhl be directly lnndkd fwm lndi.t :1lt~:(1ttgh Su'v'lv 
\Ving l.ond1'll Cl'Uld be involv ... ·d to exph)rc other S'-)un~:~ of 
supply. 
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(vii) Simultaneously it was agreed that Air Headquarters will 
take over on an experimental basis the procurement of pro-
prietary items as well as catalogued items, that is, items of 
tlon-proprietary nature tor which suppliers arc already 
known and published price lists existed. This could be 
extended to the other two services and the Director General~ 

Ordnance Factories later dependent upon the outcome of the 
experiment. 

(l'iii) Repair contracts and procurement against low value indents 
for new items, without monetary limits would be procured 
through Supply Wing, London, if they cannot be directly 
procured from India. 

(ix) Market surveys, location of sources of supply and assistance 
to procurement agencies would be extended by the Supply 
Wing, London, in its final reduced form. 

(x) The delegation of powers to the Services Headquarters/ 
Director General, Ordnance Factories commensurate to the 
tasks to be undertaken was agreed to, in prindple, subject to 
the details being worked out. 

(xi) The local administrative control of the High Commission 
over the Supply Wing will continue although its officials will 
be answerable to the Defence Ministry who would review 
their work and incorporate the remarks of the Defence 
Secretary in the character rolls. 

1 be Public Accounts Committee will be informed of furl her 
developments in the matter. 

[Ministry of External Affairs O.M. No. Q/Accts-1/73~0/3/82 
dated 7 October, 1983] 

Recommendations 

The Committee find that of an average of 8080 indents during the 
three year period 1976-77 to 1978-79 received by /pending with the 
SupplyWing, as rnar.y as 2288 indents have had to be carried forward 
at the end of the year. A test-check in audit has revealed that out < r 
416 contracts examined by audit, only 15~ C"ntracts could be finalised 



within four months while the remaining 263 took between four months 
to over one year to materialise. 

• The information made available to the Committee has brought 
out the following disturbing aspects : 

(i) l here have been delays even in the mJ tter of calling for 
quotations in respect of proprietary arlides which are to be 
obtained from specified fir ns onfy. The delays have been 
attributed mainly to the additionat and excessive workload 
which has accrued to the Supply Wing due to procedural 
errors in indenting leading to avoidable but protracted 
correspondence. 

\ii) In a large number of cases back references had to be made to 
the indenters on technical matters since the indents were not 
complete in all respects. Some of the common lacunae 
noticed arc last purchase price not mentioned, prl!vious 
references and probable source5 of supply not given, basis 
for estimatec;;, drawings and specifications and other technical 
details, proprietary artide certificate not furnisncd de. etc 
A sample study made by the Ministry at the instance of the 
Committee shows that the percentage of incomplete indents 
ranged between 23 to 26 per cent of the number of indents 
received during th.! months of Janu:try 1979, 1980 and 1981, 
i.e. on an average :!5 per cent of the indents were lacking in 
necessary details. This involves processing of one indent at 
several stages over and over again thereby increasing the 
burden on the staff of the Supply Wing. 

(iii) Delays in getting the necessary rorcign exchange releast•d 
have also been found responsible for ddays in processing til~ 
indents. In a large numhcr of case.;, indentors b:1se their 
estimates either on contracts 'supplies maJe very far hack in 
time or rurely on a 1 Jw: basis. Back r.·fcrcncc's to the 
indenters in such cases become inl'Vitahlc. 

According to the Ministry of External Affairs, the d:lays in 
finalisations of contracts are due tn faultv ind.:nting and pnxcdural 
errors on the part of the indentors in India and pl)Llf all rtmnd coordi· 
nation. Dis-agreeing with this analysis the Ministry of Def~.,ncc have 
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opined that while there might be some odd cases of faulty indenting, the 
delays in finalisation of contracts are primarily due to lack of expertise 
in the Supply Wing, London to understand the criticality of Defence 
requirements. 

The Committee are concerned to find that even though the 
various deficiencies noticed by Audit were reported to the Ministries of 
External Affairs and Defence in October 1989 and again in April, 1980, 
there has been no improvement in the situation. A further study made by 
audit in respe~t of 216 contracts during February -July, 1980 revealed 
that the same deficiencies were mostly persisting. This underscores the 
imperative need for revamping the organisational \et up of the Supply 
Wing. 

[S. Nos. 11 to 14 (paras No. 2.28 to 2.3I"of Appendix III to 
116th Report of the Public Accounts Committee (7th Lok Sabha)] 

Action Taken 

The Co1nmittee's obsen·ations have been noted. Detailed studies 
had already been undertaken for streamlining and revampi.1g the orga-
nisational set up of the Supply Wing, London. In pursuance of these 
studi.:s, a consensus bad been achieved between the Ministries of 
Defence, Supply and External Affairs that the delays in functioning of 
the Supp1y Wing, London were mainly on account of faulty indenting, 
procedural errors on the part ofthe indentnrs in India, poor all-round 
coordination and the Jack of expertise of the staff working 
in the Supply Wing, London. A decision has now b~en reach~d where· 
by the Supply Wing staff while continuing unda the local admistrative 
control of the High Commission will be functionally answerable to the 
Defence Ministry and most of the technical staff, (except PAs and 
Stenos) will be chosen from the user M inistrics of Defence and Supply. 
Details of the manning table are under consideration of a high level 

committee. 

In addition, a number of purchase power and procedural methods 
have been reviewed and are being changed in order to simplify the 
functioning of the Supply Wing to cut down on superfluous and 
avoidable paper work as well as to aear up purchase and despatch pro-
cedures to ensure faster and more efficient supplies. Further, a large 
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number of work items which can be handled from India are being trans-
ferred to the respective Ministries/Departments leaving only the mini-
mum essential work load with the Supply Wing, London, in keeping 

•with the financial and administrative powers delegated to it. In this 
connection it may be stated that procedural changes and review of 
purchase powers with a view to simplifying the functions of Supply 
Wing, London are predicated upon direct indenting from India and 
transfer of work that is pr·:sently handl~d by Supply Wing, London to 
respective Departm;nts of the Government of India; autonomous bodies. 
These rc:"commendations are yet to be considered by the Committee of 
Secretaries. 

The Public Accounts Committee will be informed of further 
developments in the matter. 

Ministry of Defence have taken further specific steps to avoid 
any recurrence of faulty indenting and procedural errors at the Indian 
end. A chek-list has b.:ea introduced by the Services Headquarters for 
sarutinizing the indents to ensure thlt th.::y are correct and complete in 
all resp~cts before they are approved and forwarded to the Supply 
Wing, London. Besides, attention of all staff and authorities concerned 
with the preparation and submission of the indents has also been drawn 
to the instructions on the subject for strict compliance. 

Powers of the Ministry of Defence to rdease foreign exchange 
have since b.en increased upto Rs. 75 lakhs per proposal in the case of 
maintenance items and upto Rs. 50 lakhs per proposal in the case of 
Capital items. Besides, out of the allocation of foreign exchange made 
to the Ministry of Defence, certain amounts are placed at the disposal 
of the Services Headquarters to meet their urgent requirements. These 
mea!)ures are expt:cted to reduce delays in the rdease of additional 
foreign exchange 

The delays in the release of additional foreign exchange 
will be further reduced when the powers of the Supply Wing to 
release additional foreign exchange are enhanced. The propo-
sal of the Ministry of External Affairs is under examination in the over-
all context of the Supply Wing· s future. 

[Ministry of External Affairs OM No. Q 1Accts-l/7340'3'82 dated 
7 October 198 3] 
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Recommendation 

It is disconcertin$ for the Committee to note that over 2200 out 
of an average of 8000 indents received every year by the Supply 
Wing have to be carried forward for want of experienced and 
qualified staff. Repeated requests of the Supply Wing for qualitative 
and technical improvement of the staff have elicited the belated response 
that ua review is under way on the necessity of substituting lFS(B) per-
sonnel by technically qualified personnel with purchase experience.'' 

(S. No. 15 (para 2.32) of Appendix III to I I 6th Report of Public 
Accounts Committee (7th Lok Sabha)) 

Action Taken 

The review for substituting IFS(B) personnel by technically quali· 
fied personnel with experience of procurement work hag been completed. 
Consensus has been achi;ved that except for PAs and Stenos and non .. 
technical/class IV staff all technical posts both in the officers and staff 
cadre would be manned by technically qualified personnel with purchase 
experience drawn from the user Ministries of Defence and Supply in a 
proportion to be decided upon by a high level committee, 

[Ministry of External Affairs OM No. Q/Accts-1/7340/3/82 dated 
7th October, 1983} 

Recommendatiod 

The Committee stress that while effecting changes in the organi~ 
sational set up of the Supply \Ving on line~ proposed in the e&rlier para-
graphs the Ministry should keep this aspect fully in view and provide 
the Supply Wing with the requisite qualified staff to enable it to dis-
charge the role ond functions that may be assigned to it in the revised 
set up. 

[S. No. 16 (para 2.33) of Appendix III to I 16th Report of the 
p~,. blic Acccounts Committee (7th Lok Sabha)] 

Action Taken 

The Committee's ovservations havl! been noted. It has already 
ncebacccpted that only persons of appropriatl.: ~Latus and wid1 adequate 

qualifications and cxp::ricncc of actual work of procurement of equip-
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ment and stores, market survey and shipping should be posted to man 
the various posts in the Supply Wing, London in its revised 
set-up. A complete review of the strength of staff and 
Jevel required for the ISW, london is to be undertaken not 
later than two years from the date of implementation 
of the various revised procedures which have been agreed upon by the 
various Ministries in order to realistically assess the strength and quali-
fications of the staff to be posted to the Supply Wing, London in its 
revised role. 

[Ministry of External Affairs OM No. Q/Accts-I/1340/3/82 dated 
7th October, 1983] 

Recommendation 

The Committee understand that question of ratsmg the powers 
of the Supply Wing to meet the foreign exchange requirements from 
50 to 75 percent in defence indents and from 10 to 33.1/3 
percent in Civil indents and from Rs. 5 lakhs to Rs. 15 lakhs 
as the overall limit is undl·r consideration of the Committee of Secre-
taries. As this question is linked with the question of future set up of 
the Supply Wing, the dt!sirability,1necessity of raising the powers of the 
Supply Wing would need to be viewed in the context of the exchanges 
contemplated in its set up. The Committee expect that a decision in 
the matter would be taken keeping in view the need for eliminating 
delays in release of foreign exchange which account for inordinate 
delays in procurement of stores in large number of cases. 

[S. No. 17 (para 2.34) of Appendix III to I 16th Report of the 
Public Accounts Committee (7th Lok Sabha>] 

Action Taken 

As Committee have observed the question of raising the financial 
powers of the Supply Wing, Lond, n is directly linked with the question 
of the future set·up of the Supply Wing, London. Since it has been 
decided that the majority of work items would be handled from 
India eventually and ISW, London would handle procurements 
against low value indents for new items which cannot be procur~d from 
India without any monetary ceilings being imposed on the placement of 
indents, the question of further enhancing the Supply Wing's financial 
powers for release of forl'ign exchange has been held in abeyance for 
the time being. However, all facilities currently available with the JSW, 
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London and the DGS&D will be made available to the Purchase Direc• 
torate of the Servi~es Headquarters who are to take on the procurement 
work on an experimental basis, for the time being. The question of 
any further delegation of powers either to the Purchase Directorates 
under the Services Hea.dquarters in India or to the residual Supply 
Wing set-up will be considered after the transfer of procurement work 
to the respective Departments/Ministries in India has been concluded. 
The transfer of procurement work will start after a final decision on the 
same is taken by the Committe!! of Secretaries. These powers will be 
commensurate with the tasks to be undertaken by the India-based Pur~ 

chase Directorates and the Supply Wing, London in its revised role. 

[Ministry of External Affairs O.M. No. Q/ Accts-I1 7340/3/~2 

dated 7th October, 198J] 

Recommendation 

The test check in audit bas revealed that e~tra expenditure to the 
tune of.Rs. 11.88 lakhs had to be incurred in 20 cases on account of 
revision of quotations by firms because of delays from over 4 months to 
over 2 years in procurement action f?r various reasons. The Committee 
have no doubt in their mind that the number of such cases and the 
financial implications of delays involved in processing the indents are 
much more than have come to surface. The Committee would like to 
point out that apart from the direct financial implications of delayed 
procurement action, a more disturbing aspect of the situation is the 
natural tendency on the part of the suppliers to jack up prices so as to 
provide a cushion in a highly inflationary situation. 

[S. No. 18 (para 2.35) of Appendi~ 1 II to I 16th RePort of the 
Public Accounts Committee (7th Lok SabhaJJ 

Action Taken 

The measures contemplated to tone up the functioning of the 
Supply Wing, London are expected to accelerate the process of procure~ 
ment and payments. This would minimise the ra cs of ex.tra expendi-
ture resulting from the upward revision of quetations by firms because 
of delays in payments etc. In this connection it may be stated that 
procedural changes and review of purchase powers with a view to simp~ 

lifying the functions of Supply Wing, London arc predicated upon cJiref.:t 
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indenting from India and transfer of work that is presently handled by 
Supply Wing, London to respective Departments of the Government of 
India/autonomous bodies. These recommendations are yet to be con· 

.sidered by the Committee of Secretaries. 

The Public 4..ccounts Committee wi1l be informed of further 
developments in the matter. 

[Ministry of External Affairs OM No. Q;Accts-117340'3182 dated 
7th October, J983} 

Recommends tion 

The Committee find that there have been wide variations in the 
prices estimated by indentors and those actually secured. In the case 
of large value items such as aircrafts-spares, the price differential was 
found to be as high as 215 percent; in case of aeronautical engineering 
stores it was 184 percent ; in case engineering stores it was 
227 percent ; while in case of refrigeration and air-condi-
tioning spares, it was as high as 376 percent. 

(S. No. 19 (para 2.36) of Appendix HI to I 16th Report of th~ 

Public Accounts Committee Oth Lok Sabba)) 

Action Taken 

The question of wide variations in prices between those cslimatcd 
by indentors and those actually securL'<i have bern studied in d~pth. Jt 
has been found that one basic reason for such wide variation 
apart from th!.! world inflationary trends, was that indenters 
assessed the price of items based on prices quoted some times as 
early as 10 to 15 years ago and allowed only a lO percent 
incrl!ase over such originally obtained prices. It will be obvious that 
such an assessment of prices would be unrealistic under the present 
market conditions, resulting in a very high price ditfaential between the 
estimated pric~s of indentors and actual prices. 

[Ministry of External Affairs OM No. Q/Accts-1 7.340 3 82 dated 
7 October, 1983] 

Recommendation 

The Committee regret to observe in this connection that there is 
no or~aniscd system in the Supply Wing to evaluate the reasonablen;:ss 
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of tbe prices quoted. The Committee urge that the matter should be 
looked into without delay and necessary action taken to remove this 
deficiency in the system. The Committee expect that adequate and 
properly qualitkd staff would be provid~d to th.; Supply Wing to study 
the market trends and gather relevant data for feedback to the inden-
tors in India. 

[S. No. 20 (para 2.37) of Appendix Ill to ll6th Report of the 
Public Accounts Committee (7th Lok Sabha)l 

Action Taken 

The Committee's observation about creating an organisation in 
the Supply Wing to evaluate the reasonableness of the prices quoted has 
been noted. Meanwhile it bas been decided that one of the specialised 
work items which will continue to be handled by the Supply Wing, 
London in its revised role would be market survey and location of 
sources of supply. Properly qualified staff in adequate numerical 
strength wilJ be provided to the Supply Wing to cover the specialised 
work area and send the relevant feed-back to the indentors in India. 
This is one of the many steps which is contingent upon the final decision 
of the Committee of Secretaries on transfer of work fron. London to 
India. 

[Ministry of External Affairs OM No. Q/Accts. 1/7340/3/82 dated 
7 October, 1983] 

Recommendation 

The Committee find that an inordinately high percentage of 
indents placed with the Supply Wing is marked urgent, operational by 
the indentin& Department in the Ministry of Defence-the perce-ntage of 
auch indents being 7}. in 1978-79, 69 in 1979-80, 68 in 1980-1981 and 65 
in 1981-82. Such indiscriminate marking of indents as urgent/operatio-
nal makes it virtually impossible for the Supply Wing to accord priority 
to all of them because of constraints of Staff. The Committee are con-
cerned to find that even in such cases, the average time taken in pro-
~urina the supplies varies between four to seven months. The represen-
tative of the Ministry of Defence, therefore, argued in evidence before 
the Committee that one of the reasons for the high percentage of 
indents marked as urgent or operational is the slow pace at which the 
supplies become available. While the Committee appreciate that in 
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eertain situations it n\ay become necessary to meet the requirements of 
defence stores on an emergency basis they would like to point out that 
indiscriminate marking of indents as urgent or operational defeats tht 
very purpose or doing so and it is therefore necessary to exercise etfec· 
tive check over this tendency. The Committee consider that the system 
of forecasting the requirements of defence stores and equipment particu· 
larly in respect of spares, needs to be revamped. The Committee 
would, therefore, urge the Ministry of Defence to tighten up and stream· 
line the system of assessing the requirements of supplies from foreign 
countries. The Committee would like to be apprised of the precise steps 
taken in this direction, 

{S. No. 21 (para 3.9) of Appendix Ill to I 16th Report of the 
Public Accounts Committee (7th Lok Sabha)) 

Action Taken 

The Committee~s observation in this regard has been noted. A 
system for forecasting the requirement of defence stores, equipment 
end spares already exists as given in our reply to SJ. No. 22 (para 3.20). 
The Ministry of Defence have since taken steps to tighten up and 
streamline the system of assessing their requirement of sJJpplies from 
foreign countries as detailed in our reply to S. No. II to 14 
(para 2 . .28-2.31). However, it rna~ be submitted that in the r::\iscd 
role being envisaged for the Supply Wing, London, when.:by only those 
indents which cannot be direcdy procured from India would be marked 
on to it, this question of excessively high percentage of indents b~ing 

marked as urgent or operation:ll will not have as much of relevance as 
hitherto. 

It has also now been decided that henceforth priorities on ind.?ntS 
would be approved at the level of Brigadier/Colonel or equivalent only. 

{Ministry of External Affairs OM No. Q Accts. I, 7340 :ft<.]. 
dated 7 Oc oher, 19g3) 

Recommendation 

The audit paragraph has given details of three cases which to· 
~ether entailed avoid<tble extra expenditure to the tune t' · Rs. 6.14 bkhs 
on account of non-bulking of indl'nts by the irH.kntMs. ~:miL~r case; 
of ex.tra expenditures wae reported by the C & AG in th · :\uJit R·:j),lft 
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(Defence Services) for the year 1977-78. The Committee find that there 
is a sharp divergence of vii!WS between the Ministry of External Affairs 
and the main indentors riz. the Ministry of Defence on this question. 
While the Ministry of Ex!ernal Afl:tirs are of the view that the primary 
responsibility of bulking of i1~dents is that of the indenters, 
the Ministry of Defence feel that bulking of requirements 
is a procurement function. According to the latter, 
the possibilities of bulking arc very remote because each indent is dedi-
cated to a particular type of equipment or "eapons system and might 
contain as many as I 00 to 150 ilems. During evidence the representa-
tive of the Ministry of Defence expressed the view that apart from the 
remote possibility of bulking of indentf', "the economy that would flow 
from this sort of bulking of two or three items would be more than off-
set by the amount of effort which would be necessary in this regard''. 
However, instructions have been issued to the effect that adequate care 
should be taken by the respective Service headquarters to ensure that 
requirements of similar items being procurred by them are bulked. 

{S. No. 22 (para 3.20) of Appendix III to I 16th Report of the 
Public Accounts Committee (7th Lok Sabha)] 

Action Taken 

The Committee has already been informed (para 3.20 of the I 16th 
Report of the Public Accounts Committee (7th Lok Sabba) by the 
Ministry of Defence that instructions to ensure adequate bulking of 
indt:nts by the respective Headquarters have already been issL:ed. In 
view of the fact that the majority of work items particulary indenting is 
now being transferred to the respective Purchase Directorates under the 
Service Headquarters,'Director General, Ordnance Factories/Ministry of 
Supply in India, the question of any bulking being done by SupplyWing, 
London d0es not arise and therefore the divergence of views on 
this issue between the Ministries of External Affairs and Defence is no 
longer relevant. 

The observations made by the Committee have been noted by the 
Ministry of Defence. 

There is hardly any commonality of items required by the three 
Services as the equipment/machinery, spares e·c. used in one service are 
different from those used in the other Services. It is therefore not 
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possible to bulk items required by the three Services. However, the 
bulking is done service-wise as explained in the succeeding paragraphs. 

The Naval items are reviewed once a year and on the basis of 
these reviews indents are raised. As the reviews are carried out equip-
ment-wise, bulking is automatically achieved. 

The projections of indents in the Air Force is done once a year 
for high-value items, except for a sma11 range. A proposal is under 
consideration to change the periodicity of review from six months to 
annual basis even for this smaJJ range. As a result, all the indents would 
be placed once a year and the requirements of various items would be 
bulked on an annual basis for procurement. 

As regards the Army, indents for supply of spares are placed on 
ISW(L) once a year based on the requirements assessed as a result of 
annual provision review carried out by the respective Central Ordnance 
Depots (COOS). The requirements so asst'ssed by the COOs are on an 
all India basis and the same item is not demanded by any other COD 
separately. However, there are rare and exceptional cases where sup-
plementary demands are placed to meet the operationally urgent require-
ment when some equipment is out of action. 

[Ministry of External Affairs OM No. Q/ Accts-1/7340/3/82 dated 
7 October, 1983] 

Recommendation 

Considering the large variety of items and the scale of require-
ments of the Defence Services in particular, the Committee are inclined 
to agree with the Ministry of External Affairs that it is not possible for 
the Supply Wing to compare and tally all the items contained in about 
4 000 annual indents received by them and such coordination can only • 
be done in India at the indentor's end. The Committee do not see any 
reason why it should not be possible for the three Service Headquarters 
to ensure bulking of indents in respect of items which have to be pro-
cured on an annual repetitive basis. The Committee consider that con· 
siderable economies can be achieved and better terms obtained from 
suppliers if adequate care is taken by the indenting departments to pro-
ject their requirements in a coordinated manner. The Committee would 
therefore like all the major indentors, particularly the Ministry of 
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Defence to ensure that indents are not placed for the same items at too 
short intervals and that the requirements of various items are bulked on 
an annual basis as far as possible. The Committee would like to be 
apprised of the precise steps tak<:>n in this direction and the result 
acbieved. 

[S. No. 23 (para 3.21) of Appendix III to I 16th Report of the 
Public Accounts Committee (7th Lok Sabha)] 

Action Taken 

It is noted that the Committee are in agreement with the views 
of the Ministry of External Affairs. The Ministry of Defence have 
already intimated during oral evidence (para 3.19) of 1 16th Report oJ 
the Public Accounts Committee (7th Lok Sabha) that instructions have 
been issued to the effect that adequate care should be taken by the res~ 

pective Service Headquarters to ensure that requirements of similar 
items being procured by them arc bulked. Reference is also invited to 
the reply to S. No. 22 (Para 3.20) of the t 16th Report of the Pub1ic 
Accounts Committee (7th Lok Sabha ). 

(Ministry of External Affairs OM No. Q 1 Accts. I 73 Wf3i~Q d:1tcd 
7 October, I qg:q 

Recommendation 

The audit para has highlighted the inordinate delays 111 issue of 
inspection notes by the Supply Wing despite the fact that in majority of 
the cases these are issued on the basis of guarantees, test certificate:; or 
release notes provided by the suppliers. This is again confirmed by the-
Reports submitted by the Team of officers deputed by the Ministry of 
External Affairs to study the functioning of the \upply Wing i!1 Septem-
ber 1981. On the basis of numerous complainh received from the 
major suppliers and a study of many relevant fiks, the team found 
that after the intimation of the re:tdiness of stores f, )r inspection had 
been received by the Supply Wing, there was usually a delay of 2 to 3 
months before inspection of stores was actually carried out. The resul-
tant delay affects trad\! discount, future contractual prices and of c,)urse 
creates shortages in India. As the rejection of :;,tor.:s supplied hy firms 
of intcrnation~l repute \\ho have b·;en tried and tested ova a period of 
time by the Supply Wing, is only obout 7 percent of the storc·s inspected, 
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the team has recommended that the stores can be accepted from such 
suppliers on the basis of supplier's guarantee/inspection certificates. 

The Committee arc greatly concerned over the inordinate ddays 
in issue of inspection notes by the Supply Wing and would like the 
matter to be looked into by the Ministry with a Vil. w to taking necessary 
remedial measures. They would also like to te apprised of the decision 
taken on the sugg·:stion given by the team of officers for dispensing with 
the inspection requirement in respect of stores ~upplied by well estab-
lished and reputed concerns. 

[S. No. 23(para 3.3.3) of Appendix Ill to I l! th Report of the 
Public Accounts C<:>mmittee (7th Lok Sabha)] 

Action Taken 

The recommendation of the team of officers deputed by the 
Ministry of External Affairs in January, 1981 abPut acceptance of stores 
from tried and tested suppliers of international reputt: on the basis of 
the supplias guar,!lltee/inspections certific.ttcs,qu:.~lity assurance certi-
ficate/warranty has b:cn accepted inprinciple and routine inspection of 
sL res has been decided to be dispensed with. However. whenev.:r 
inspection is considered absolutely necessary because of the sen-
sitive/expensive nature of the equipment/stores or the non-availability 
of the suppliers guarantee/v.;arranty certificate, inspection of stores 
would be carried out by a team of experts deputed from India for this 
specific purpo~e. Concomitantly, the Inspection Directorate of ISW, 
London would bl! progrcssivl'ly, wound up. It may be stated in this 
connection that recommendations relating to transfer of work including 
dispensing with routine inspection of stores are still under consideration 
of Department of Supply and Ministry of Defence. 

[Ministry of External Atiairs OM No. Q/Accts. 1/7340/3/82 
dated. 7 October, I 983] 

Recommendation 

The Committee are concerned to t1nd that it takes roughly three 
to six months on the part of the Shipping Directorate of the Supply 
Wing to locate suitable vessels for shipment of stores to India resulting 
in loss of trade discount as well as goodwill of the suppliers who bas to 



38 

incur avoidable expenditure on storage and has to wait for longer 
periods for reimbursement of his financ~s. In such a situation the 
suppliers could also mark up the prices for fresh contracts. 

[S. No. 25 (para 3.34) of Appendix III to 1 16th Report of the 
Public Accounts Committee (7th Lok Sabha)] 

Action Taken 
It is submitted that a decision has bean taken that the Shipping 

Directorate of the Supply Wing, London could be wound up progres-
sivtly and efforts should be made to arrange the shipment of stores on 
C & F basis through the suppliers instead of the FOB basis now pre-
valent. subject to the usual conditions. The Ministry of Shippin~ and 
Transport are also being consulted in the matter. The Public Accounts 
Committee will be informed of further developments in the matter. 

[Ministry of External Affairs OM No. Q/Accts. I/7340/3/82 
dated 7 October, 1983] 
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CONCLUSIONS OR RECOMMENDATIONS WHICH THE 
COMMITTEE DO NOT DESIRE TO PURSUE IN VIEW 
OF THE REPLIES RECEIVED FROM OOVERNMFNT 

Recommendation 

The Committee understand that as a follow up of the criticism by 
the Chiefs of Staff Committee, the Ministry of External Affairs deputed 
a team of four officers in January, 1981 to study the functioning of the 
Supply Wing and to suggest measures to improve its efficiency. The 
team is stated to be of the considered opinion that a gradual phasing 
out of the workload of the Supply Wing and only very minimum of 
functions left to it, is necessary and will be conducive to the better and 
more efficient functioning of the Supply Wing. It would also em;ure 
better servicing of the defence and civilian supply needs of the country. 
One of the important recommendations of the study team is the setting 
up of two indenting Cells in India-one under the Ministry of Defence 
and the other under the Ministry of Supply to handle most of the 
contractual work. The Report of the team of officers visualises setting 
up of a Foreign Stores Procurement Cell under the aegis of Ministry of 
Defence for receiving and processing indents o~· defence and civil ind;!n· 
tors directly from suppliers abroad. Only such indents would be 
crossmandated to the Supply Wing as are of urgent operational nature 
or where efforts to place orders on foreign suppliers directly from India 
have failed. The Cell would also maintain data bank on information 
regarding latest prices, market trends etc. The Suppl• Wing, London 
would consequently be converted into a Liaison Cell/Directorate with a 
staff of about 20 people. Thi! Liaison Cell 'Directorate in London 
would undertake market surveys and analysis of all specifkd items and 
would be sending monthly reports to the two Cells in th.: r~spective 

Ministries in India, and render such assistance as may be required in 
locating sources of supply of obsolete items or such other items which 
the indenting cells have failed to obtain. It would also undertake 
inspection of stores if so required and monitor the contracts on request 
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in case of br~akdown of communication between the indentors in India 
and the foreign suppliers. 

[S.N. 7 (Para 1.37) of App~.:ndix JJI to I 16th Report of the 
Puplic Accounts Conuuith:e (7tb Lok Sabha)J. 

Action Taken 

Consensus has bcl.!n rc.~ched between the Mi::istri.s of External 
/\tfairs and Defence that all ciforts would be mad.: to handle from Indi:.1 
as much of the work of the Supply Wing, London as possible leaving 
only the minimum inescapable fun(:tions with the Supply Wing. How-
ever, the setting up of two indenting Cdls in India was not considered 
necessary. Nor was it comiJered nl..'ccssary to set up a centralised 
agency like tbl! Foreign Stores. Procur.:ment Cell for undertaking pn)-
rurement and rdated work, since the three S·.!rvice Headquarters and 
lhe Deplrtmcnt of Supply already have their respective Purchase 
Directorates which could be suitably augm~nted to undertake the adJi-· 
tiona) work. 

[Ministry of External Affairs OM No. Q/Accts-l/7340/3/82 dated 
7th October, 1983}. 

Recontmendatioo 

The Committee observe from the foregoing that the objective of 
transferring the control of the Supply Wing from the Ministry of Supply 
to the Mini!try of External Affairs has not been achi(:ved and that it 
has in no way resulted in any improvement in the efficiency of the Sup-
ply Wing. 

[S.No. 8 (para 1.38) of Appendix III to 116th Report of the 
Public Account& Committee (7th Lok Sabha)l. 

Action Takeu 

lt is submitted that the long term objective for the merger of the 
Supply ~1issions (under the Ministry of Supply) with the Indian Mis· 
aions in the form of Supply Winas (under the Ministry of External 
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Affairs) was a fu11Ctional improvement consistent with the changing 
trade trends, coupled with a sa\ling to the cxchlqucr. This has been 
achieved. A consensus has recently been reached among three Minis• 
tr-ies to post suitably qualiiled p~rsonnd l.!ithcr from Ministry of Defence 
or D.!partment of Supply possessing requisite technical qualifications 
and exp~ricnce for the p'.lrch:Is~ op'ration:~. Implementation of tl:is 
consensus will further improve the efficimcy of the Supply wing, 
London. Recommendations suggested by the Ministry of External 
A.ffairs' team are still under consid..:ration of Dci1artmcnt of Supply and 
Ministry of Defenc·e. 

{Ministry of External Affairs OM No. () Accts-1/7340/3/82 dated 
7th October, 1983}. 

Recommendation 

The evidence tendered before the Committee has revealed bJsic 
\3ivergence of views between the Ministry of External Affairs and the 
Ministry of Defence with regard to the future set up of the Supply Wing. 
The Ministry of External Atfairs cnnsider it necessary to divest the 
Supply Wing of all functions with regard to placements of idl!nts, their 
monitoring etc , which they feel can b~ better handled by the indenters 
themselves in India through the mechanism of the Foreign Stores Pro~ 
curem~nt Cell ref~rred to above. The Ministry of Defence who initially 
welcomed the proposal, have found on detailed examination th:1t ';crea· 
lion of such a coordination Cell would unnec~ssarily introduce an addi· 
tiona} level of scrutiny resulting in further delay. The creation of such 
a Cell would therefore, be redundant." 

[S.N. 9 (para 1.39) of Appendix Ill to 116th Report of the Pub· 
lie Accounts Committe~ (7th Lok Sabha)J. 

Action Taken 

The earli~r divergence of views between the Ministry of fxtl'rna1 
Affairs and Defence with regard to th1.' future set up of the Su~ply 

Wing, Londo~1 h:t" been reconciled. There is general 3.~reemcnt th: t as 
many as possible of the items of purchase W\)fk woulJ be transferred to 
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India, divesting the Supply Wing of most of its routine functions. Like-
wise it has been agreed that it is not necessary to set up a central agency 
in India for coordination purposes. 

[Ministry of External Affairs OM No. Q/Accts-1/7340/3/82 dated 
7th October 1983]. 



CHAPTER IV 

CONCLUSIONS OR RECOMMENDATIONS REPLIES TO 
WHICH HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE AND WHICH REQUIRE 
REITERATION 

Recommendation 

The team of officers bas pointed out that in most cases the defence 
supplies except hazardous consignments, are air·freighted through Air 
India and critical defence stores are periodically air-lifted by special 
courier flights. Since air freight will, in any case, be muroh more than 
the sea freight, the Committee recommend that the air lifting of Defence 
stores should be resorted to only in exceptional cases. They consider 
that as far as possible Indian flag vessels should be used for all stores to 
be imported into the country and that with advance planning, it should 
be possible to locate Indian flag vessels for shipment of defence stores. 
The Committee would also urge that the reasons for delays on the part 
of Shipping Directorate to locate suitable vessels for the shipment of 
stores to India should be examined critically by the team of officers and 
necessary steps taken to get over the problem in consultation with the 
Ministry of Shipping and Transport. 

[S. No. 27 (para 3.36) of Appendix III to I 16th Report of the 
Public Accounts Committee (7th Lok Sabha)]. 

Action Taken 

The Committee's recommendations that airlifting of Defence Stores 
should be resorted to only in exceptional cases and that as far as possi-
ble Indian flag vessels should be used for all stores to be imported into 
the country have been noted and are being complied with. Only in the 
most emerge[lt cases or where no immediate Indian fia& vessels are avai-
lable or where air-freighting proves economical, it is being resorted to. 
Discussions with the Shipping Corporation of India, the Indian Steam-
ship Company and the Scindia Steamship Company and Air India have 
been held to work out a methodolo&y that will allow for advance 
plannin& to ensure shipment of stores only through Iadian flag vessels. 
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Studies have revealed that the frequency of vessels bearing Indian 
flag between UK and India has increased in the recent past; the low 
frequency of suitable shipping vessels was one possible reason for delays 
on the part of the Shipping Directorate. In view of the fact that the 
responsibility for ensuing timely shipment on Indian flag vessels is being 
vested in the suppliers, any further critical examination by the team of 
officers of the historical reasons for delays in locating suitable Indian 
vessels is not considered immediately necessary. 

The Public Accounts Committee will be informed of further deve· 
Jopments in the matter. 

[Ministry of External Affairs O.M. No. Q/Accts. 1/7340/3/82 
dated 7th October, 1983]. 

Recommendatioa 

The computer (cost-Rs. 12.91 1akhs) was installed in the Supply 
Wing in December 1976 with a view to achieving better efficiency in the 
processing of indents. Audit have, however, pointed out that no advance 
planning was done with regard to items which were to be computerised 
nor any detailed study was made to identify the difficulties. What is 
still worse is that no efforts were made to codify the various items to 
lay down in advance the functional specifications and the processess or 
checks to be exercised by computer and those to be done manua11y. 
Even the system Analysts, Programmers and computer operator \\ere 
posted as late as in Augu~t 1977, January J9n and July 1978 respective· 
ly. The Director EDP Systems in the Defence Research and Develop-
ment Organisation in his report tScptember 1981) on the functioning 
of the computer in the Supply Wing, London has pointed out that the 
computer is at present loaded with routine, though important, functions 
and sufficient manpower has not been pr 0\ idL d for codinB key bC'al ding 
functions related to the computerised information system with the 
result that the data relating to the con tracts have fallen in arrears. Con· 
tract amendments have not bern carried out for over I 8 months and 
consequently related reports fn m the LOP Directorate would not be 
up to-date. The Report has emphasised the need for a computer systl'm 
which will enable the building up of an integr,Jted da 1 a base for the 
Supply Wing functions as well as for oth·~r wing dlpaitmcnts rf the 
Indian High Commis~ion. Jt has therefo1 e bc.:cn r~..commcndcd tiJut tbe 
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High Commission should set up an integrated indent progress control 
system for use by the Supply Wing and that the computer should also 
support the Consular, Science and D~fence Wings of the High Commis-
sion. It has further been recommended that other functions in the 
High Commission such as accounts, pay rolls, library etc. should be 
computerised. The Committee were given to understand during evidence 
that action on the report has been pended in view of the ongoing review 
with regard to the over-all functioning of the Supply Wing. In a subse-
quent note, the Ministry have informed the Committee that the compre-
hensive report on the functioning of Supply Wing, London (January 
1981) inter alia contained sugge~tions on the relocation of the Computer 
Cell in India is being considered by the Committee of Secretaries and 
that the Ministry of Defence are preparing paper incorporating the 
coordinated views of the three Services Headquarters on this subject. 
The Committee would like to be apprised of the decision taken in the 
matter. 

[S. No. 28 (para 3.45) of Appendix Ill to 116th Report of the 
Public Accounts Committee (7th Lok Sabba;]. 

Action Taken 

The Committee·s recommendation on the setting up of an integra-
ted indent progress control system for use by all the wings of the Mis-
sion including Supply Wing and the Chancery have been noted. 

It is submitted that the accounts, pay-rolls etc. are already compu-
terised although a different computer is being used for such computerisa-
tion, since this computer was initially meant for full-time use by the 
Supply Wing alone. 

Since the future of the Supply Wing has now been decided and 
transfer of majority of work items to the respective departments in India 
is already in hand, repwgramming of this particular computer along 
the lines suggested in the E DP Systems Report of September, 1981 may 
prove infructuous at this state. However, it bas now been dl!cided that 
once the work transfer has been completed the present computer would 
then be re-programmed to handle residual work items of the residual 
Supply Wing Unit in addition to giving support to the Consular, Science, 
Defence, Library, Chancery Wings of the High Commission if its capa-
city so permits and if such functioning proves economical from the point 
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of view of availability of computer tapes and spare parts etc. keepina 
in view the model of the eomputer. Against the background of rapid 
evolution of computer technology the element of cost-effectiveness in the 
utilisation of this present computer would also be kept in view. 

The Public Accounts Committee will be informed of further deve· 
lopments in the matter. 

[Ministry of External Affairs O.M. No. Q/Accts. 1/1340/3/82 
dated 7 October, 1983]. 

Recommendation 

The Committee note with concern that currently the pay roll and 
expense recording and analysis system of the Indian High Commission 
in London is being got done by a aervice bureau outside at a cost of 
£ 1,200 per month. As early as in 1979 the Minister (Supply) Indian 
High Commission, London had suggested that this function should be 
taken over by the Computer Wing with some marginal capital expendi-
ture of around £3500. Thus, there would be recurring savings of at least 
£ 14,400 per annum on this application alone. 

[S. No. 29 (para 3.tt6) of Appendix III to I 16th Report of the 
Public Accounts Committee (7th Lok Sabha)]. 

Action Taken 

The Committee's concern about the annual expenditure being in~ 

curred on the pay-roll and expense recording and analyses system by a 
service bureau outside is noted. In this connection reference is invited 
to our reply to S. No. 28 (paragraph No. 3.45). As has be:n submitted, 
the question of reprogramming the present computer for this work in 
addition to other work items detailed in the reply under refl!rencc in 
terms of its cost benefit will be examined at the appropriate time, to 
ensure Government"s financial interests. 

[Ministry of External Affairs O.M. No. QlAccts. l/734013 82 
dated 7 October. I ~'8)}. 

Recommendation 

The Committ~e consider it extremely unfortunate that the com· 
erp1n facility p.·ocurcd at considerable cojt hlS been allowed to bo. 
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grossly under utilised over the last six years. In the meantime, an extra 
expenditure of£ 14400 (Rs. 2.5 lakh approximately) per annum is 
being incurred on pay roll and expense recording of the High Com-
mission by obtaining the services of an outside body. The Committee 
tlesire that the matter should be reviewed without further Joss of time 
so as to ensure that the computer facility available in the Supply Wing 
is put to optimum use. 

[S. No. 30 para 3.47) of Appendix III to ll6th Report of the 
Public Acoounts Committee (7th Lok Sabha)) 

Adion TakeD 

Our replies to S. No. 28 and 29 (paragraphs 3.45 and 3.46) 
may please be seen. In this connection it is further submitted that 
until work transfer has been completed it would not be possible to 
quantity the residual workload on account of the Supply Wing for this 
computer. To add on the additional work items referred to in the 
reply to S. No. 28 (para 3.45) would mean the au2mentation of the 
capacity of this computer at an expenditure of about £ 5,000 non-
recurring and about£ 1,,00 per annum recurring. This would be more 
or less equivalent to what we are paying the service bureau for account-
ing, recording and analysis. It was, therefore, felt that augmentation 
of the capacity of the present computer without removing routine load 
from it would not prove cost effective to the Government. The exami-
nation to ensure the optimum use of the computer facility availability 
in the Supply Wing is therefore being kept pending subject to finalisa-
tion of work transfer as brought out in our replies to S. Ns. ~8 and 29 
(paragraphs 3.45 and 3.46). 

{Ministry of External Affairs Q.M. No. Q.'Accounts. 1/73 '0.'3 82 
dated 7 October, 18 39) 



CHAPTER V 

CONCLUSIONS OR RECOMMENDATIONS IN RESPECT OF 
WHICH GOVERNMENT HAVE FURNISHED INTERIM 

REPLIES 

RecommendatioD 

The Committee find that the system of appointing shipping agents 
was discontinued in 1976 when it was found that the agency commis-
!ion being charg~d by the various shipping agents was too high. Since 
then the work is being done departmentally. The Ministry are stated 
to be of the view that the Indian carriers vi=. the Shipping Corporation 
of India, the India Steamship Company and the Scindia Steamship 
Company besides Air India are adequate for meeting the situation in 
case of non-hazardous and non-explosive cargo. Difficulties arise in 
respect of hazardous cargo when it takes longer to locate suitable vessels. 

[S. No. 26 (para 3.35) of Appendix III to I 16th Report of the 
Public: Accounts Committee (7th Lok Sabha)}. 

Action TakeD 

The Ministry of External Affairs' view that the Indian Flag 
carriers are adequate for meeting the situation in case of non-hazardous 
and non-explosive cargo has been generally accepted. Most suppliers will 
directly ship their stores. However, the question of whether the co-
ordination of shipments would be handled departmentally in the Sup-
ply Wing or by the appointment of a specific shipping agent is under 
examination from the economic and functional standpoint. The Public 
Accounts Committee will be informed of further developments in 
the matter. 

[Miniitry of External Aflairs O.M. No. Q/ Accts. 1/7340/3/82 
dated 7 October, 1983]. 
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so 
REPRESENTATIVES OF AUDIT 

Shri R.K. Chandrasekharan-Add/. Dy. Comptroller and 
Auditor General of India. 

Shri S.R. Mukberji-Director of Audit, Commerce, Work.r 
and Misc. 

Shri A.N. Mukhopadhyay-Joint Director Reporu 
(Centra/) . 

• • • • 
2. The Committee then took up for consideration the draft Ac-

tion Taken Report on ll6th Report of Public Accounts Committee (7th 
Lok Sabha) on Purchase Operations of the Supply Wing of High ~om
mission of India, London and adopted the same with modifications/ 
amendments as indicated below : 

Page Para 

15 1.18 

21 ' 1.22 

* 

Modifications/ Amendments 

Add at the end of the para : 
'The Ministry abould also ensure that the 
shipment of stores to India should be made 
by Indian Flag Vessels only'. 

Add at the end of the para : 
'Moreover, ways should be found out to 
ensure to gainfu11y utilise the computer al-
ready purchased' . 

• • • 
The Commitle1 Jhen adjourned 
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Para 
No. 

2 

1.4 

1.8 

APPENDIX 

CONCLUSIONS/RECOMMENDATIONS 

Ministry/ 
Deptt. Concerned 

3 

Ministry of 
External 
Affairs 

-do-

Conclusions/Recommendations 

4 

The Committee expect that the final reply to the recom-
mendation in respect of which only interim reply bas been given 
by Government, will be furnished to the Committee expedi-
tiously after getting the same vetted by Audit. 

In their earlier Report, the Committee bad pointed out 
that the working of Supply Wing, London had been hamstrung 
by problems of coordination on the one hand and want of suffi-
ciently qualified technological staff on the other. In their reply. 
the Ministry of External Affairs have stated that while it has 
been agreed to, in principle, that the Supply Wing will be staff-
ed by the officials drawn from the Ministries of Defence and 
Supplies, a Committee consisting of the Foreign Secretary, 
Secretary (Defence), Secretary (Supplies) and Secretary (De-
fence Production) wiU examine the matter and take a final deci-
sion on the staffing, taking into account the job requirements and 
the functional responsibility of the concerned organisations. The 

Vl -
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3 1.11 

3 

Ministry of 
External Affairs 

4 

Committee would like to be informed of the recommendations of 
the said committee and the action taken theron. 

In paragraph 1.40 of their earlier Report, the Com-
mittee had, in order to put to an end the state of uncertainty 
about the future of the Supply Wing, London, recommended that 
the details of transfer of work from Supply Wing, London should 
be worked out by the Committee of Secretaries and its necessary 
reorganisation effected without further loss of time. In their 
reply, the Ministry of External Affairs have stated that after 
considering the matter in depth, it has been decided that. to the 
maximum extent possible, all routine purchase work and work 
following therefrom would be handled from India by the respec· 
tivc indenting departments and all facilities as well as the powers 
and practices followed with regard to purchase of different cate-
gories of items by the Supply Wing, London and the DGS&D 
would be vested in the Purchase Directorates under the three 
Service Headquarters and the Director General, Ordnance 
Factories. The final staffing pattern of the Supply Wing in the 
interim phase will be decided by a committee consisting of 
Foreign Secretary and the Secretaries of Defence, Defence Pro-
duction and Supply. The final staffing of the Supply Wing, 

v. 
~ 
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1.15 

-do-

-do-

after completion of work transfer and implementation of c:on· • 
comitant recommendations, would be subject to a complete 
review to be undertaken after two years from the date of initia-
tion of work transfer proceedings. The Committee would like 
to be informed whether the work transfer proceedings have since 
been initiated and if not, by when these would be initiated and 
the reasons for not initiating the same so far . 

The Ministry have also intimated a number of items of 
work which would be delinked from the Supply Wing and handl-
ed directly by the respective indenting departments. The Com-
mittee hope that the indenting Departments in the three Services 
Headquarters would be equipped with the requisite technical and 
necessary expertise and proper coordination would be maintained 
between them so as to avoid cases of duplication/over-
lapping. 

In their earlier Report, the Committee had expressed 
concern over the non-bulking of indents by the indentors result-
ing in avoidable extra expenditure to the tune of Rs. 6.14 lakhs 
in three cases relating to the Air Headquarters. The Ministry of 
External Affairs have now informed the Committee that the pro-
jections of indents in the Air Force is done a year for high value 
items, except for small range. A proposal is under consideration 
to change the periodicity of review from 6 months to annual 
basis even for a small range. As a result, all the indents would 

Vl w 
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3 

Ministry of 
External Affairs 

4 

be placed once a year and the requirements of various items would 
be bulked on an annual basis of procurement. The Ministry of 
Defence have also issued instructions to ensure bulking by the 
respective Headquarters. As certain instances of extra expendi· 
ture of Rs. 15.83 lakhs arising out of non-bulking of indents 
were also reported in paragraph 31 (Rs. 2.2.3 lakhs) and 
paragraph 42(a) (Rs. 13.60 lakhs) of the Report of 
C&AG of India, Union Government (Defence Services) for the 
year l977-78t the Committee hope that the Ministry of Defence 
would ensure that such cases of avoidable and infructuous expen-
diture do not recur. The Committee need hardly emphasize the 
need for continuous liaison and coordination among the three 
Serv ces Headquarters to ensure that orders for the same items 
from different Services are bulked together. 

As there were a number of cases of delays on the part of 
Shipping Directorate to locate the suitable vessels for the ship-
ment of stores to India resulting in airlifting of most of stores 
pro~,;ured by Supply Wing, London, the Committee had, in para-
graph 3.36 of their earlier Report, recommended that the airlift-
ing of defence stores should be resorted to only in exceptiondl 
cases and the reasons for delay in locating suitable vessels should 
be examined criticaUy by the team of officers and necessary steps 

u. 
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7 1.21 Ministry of 
External Affairs 

taken to get over the problem in consultation with tJte Ministry 
of Shipping and Transport. The Ministry of External Affairs 
have now intimated that discussions with the Shipping Corpo· 
ration of India, the Indian Steamship Company and the 
Scindia Steamship Company and Air India have been held to 
work out a methodology will allow for advance planning to ensure 
shipment of stores only through Indian Flag vessel,. The Com-
mittee feel that it is a step in the right direction. They, however, 
do not agree with the reply of the Ministry of External Affairs 
that as 'the responsibility for ensuring timely shipment on Indian 
Flag vessels is being vested in the suppliers, any further critical 
examination by the team of officers of the historical reasons for 
delays in locating suitable Indian vessels is not considered im- ~ 

mediately necessary'. The Committee reiterate their earlier re-
commendation that the reasons for delays on the part of the 
Shipping Directorate to locat suitable vessels for the 
Shipment of stores to India should be examined critically by the 
team of officers so as to ensure that such cases do not recur. The 
Ministry should also ensure that the shipment of stores to India 
should be made by Indian Flag vessals only. 

In Paragraph 3.45 of the earlier Report, the Committee 
had been commented upon the procurement of a computer costing 
about Rs. 12.91 lakhs for the Supply Wing, London in December 
1976 without doing any advance planning withregard to the items 
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which were to be computerised or identifying in detail the difficul-
ties in this regard. As the payroll and expense recording and ana-
lysis system of the Indian High Commission in London was being 
done by a service bureau outside at a cost of£ 1200 per month, 
the Committee had suggested that this function should be taken 
over by the Computer wing with some marginal capital expendi-
ture of around£ 3500, as stated by the Minister (Supply), Indian 
High Commission, London as early as in 1979. This would have 
resulted in recurring savings at least of £14,400 per annum on this 
account alone. The Ministry of l:xternal Affairs have now stated 
that the accounts, payrolls, etc. were already being 
computerised through a different computer and the computer with 
them was meant for full time use by the Supply Wing alone. 
They have, therefore, stated that this computer would be repro-
grammed after the work transfer has been completed to han-
dle residual work items of residual Supply Wing unit in addi-
tion to giving support to the Consular, Science, Defence, Library 
and Chancery Wings of the High Commission if its capacity so 
permits and if auch functioning proves economical from the point 
of view of availability of computer tapes and spare parts, etc.,. 
keeping in view the model of the computer. The Mininstry have in-
formed that to aid on the additional work items referred to above 
would mean the augmentation of the capacity of this computer 
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at an expenditure of about£ 5000 non-recurring and about£ 1500 
per annum recurring and this amount would be more or leu 
equivalent to what they were paying to the service bureau. The 
Ministry have, therefore, expressed the view that augmentation of 
the capacity Qf the computer without removing routine load from 
it would not prove cost effective to the Government. 

The above reply of the Ministry fortifies the view alrea· 
dy expressed by the Committee that this computer was purchased 
without any advance planning and without ensuring if it was re-
quired at all. As the work transfer in the Supply Wing is likely 
to take considerable time, the computer will not be put to use 
for all this period. This is, to say the least, shocking. The Com-
mittee recommend that toe circumstance~ in which a decision 
was taken to purchase the computer without advance planning and 
properly assessing its usefulness should be investigated and res-
ponsibility fixed. Moreover, wavs should be found out to ensure 
to gainfully utilise the computer already purchased. 

u. 
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