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S T A T E M E N T S  



INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised by 
the Committee, do present on their behalf this Fifty-Second Report on the 
Action taken by Government on the recommendations of the Public Accounts 
Committee contained in their 16th Report (Fourth Lok Sabha) on the 
Appropriation Accounts (Defence Services) 1965-66 and Audit Report 
(Defence Services) 1967-Defence Production. 

2. On 12th June, 1968, an 'Action Taken' Sub-Committee was appointed 
to scrutinise the replies rcceived from Government in pursuance of the 
recommendations made by the Committee in their earlier Reports. The 
Sub-Committee was constituted with the following Members : 

1. Shri D. K. Kunte Convener. 
2. Shri C. K. Bhattacharyya 
3. Shri K. K. Nayar 
4. Shri Narendra Kumar Salve. 
5. Shrimati Tarkeshwari Sinha 
6. Shri N. R. M. Swamy. 

3. The draft Report was considered and adopted by the Sub-Committee 
at their sitting held on the 17th February, 1969 and finally adopted by the 
Public Accounts Committee on 3rd March 1969. 

4. For facility of reference the main conclusions/recommendations of 
the Committee have been printed in thick type in the body of the Report. 
A statement showing the summary of the main recommendations/observa- 
tions of the Committee is appended to the Report (Appendix 111). 

5. The Committee place on record their appreciation of the assistance render- 
ed to them in this matter by the Comptroller and Auditor General of India. 

M. R. MASANI, 
Cltainnan, 

Public Accounts Committee. 
NEW DELHI ; 

March 11, 1969,9/Pltalg~ma 20, 1890 (Saka) 



REPORT 

1. This Report of the Committee deals with action taken by Government 
on the recommendations contained in their 16th Report (Fourth Lok Sabha) 
on the Appropriation Accounts (Defence Services) 1965-66 and Audit Report 
(Defence Services) 1967-Defence Production, which was presented to the 
House on 29th February, 1968. 
1.1. Out of 26 recommendations contained in the Report action taken 
notes/statements have been received in respect of 21 recommendations. 
Replies are still outstanding in respect of recommendations at S. Nos. 
4-5. 
1.2. The action taken notes/statements on the recommendations of the 
Committee contained in this Report have been categorised under the follow- 
ing heads :- 

(i) Recommenda!ions/observations that have been accepted by 
Government : 
S. Nos. 6, 14, 19, 20, 24, 25 and 26. 

(ii) Recommendations~observPtions which the Committee do not 
desire to pursue in view of the replies of Government : 
S. Nos. 1, 2, 3, and 18. 

(iii) Recommenda!ions/observations replies to which have not been 
accepted by !he Committee ond which required reiteration : 
S. Nos. 7, 11, 12, 13, 16, 17, 21, 22, and 23. 

(iv) Recommendationr/observationr in respect of which Government 
have furnished interim replies : 
S .  No. 15. 

1.3. 'Ibe Committee hope that replies to tbe outstanding recomarePdrtioac 
and final reply in regard to the recommendation to M c b  oaly interim reply 
bas so far b m  fbmkd wiU be submitted to tbem expeditiously lftor getting 
it vetted by Audit. 
1.4. 'fbc Committee propose to pursue tbe recosuawdrtiom mrde la para- 
graphs 1.55-1.57 (S. Nos. 8-10) regadhg OK loadieg orders for ccrhin 
items to trade through tbeir Report on the ApproprirtioP AccopllQ (Deface 
Scnlecs) 196661 md A d t  Report 1968. 
1.5, Tbe Coauuittee will now deal with 8ction taken by Gommmt oa somt 
of tbe recomatendattons. 

Distribictian of workload in O r h c e  Factories- 
Paragruph 1.50 (S.  No. 7). 

E 1.6, In paras 1.38 to 1.50 of their Sixteenth Report (Fourth Lok Sabhr), 
the Committee had drawn attention to instances of certain dons 
manufacturad in two different ordnance factories cven though the cost ""s o 
production in one was higher than that in the other. The Committee wrq 



then informed that the allocation of workload amongst different factories 
for the same item was a matter for "higher management at Director-General; 
ordnance factories, Headquarters." In %ding the allocation the delivery 
schedule "was the decisive factor in most cases and not the cost". Orders 
were allotted to the ordnance factories on the basis of past performance; 
capacity and load charts* were however available for major items. There 
was also a Methods Study Cell at Headquarters of the Dimtor General 
Ordnance factories; it was engaged on the study of the proc;esscs .and methods 
of manufacture with a view to achieving maximum production as also 
maximum utilisation of material employed in production. Similar cells 
had also been established in three factories and, purmant to a decisioa 
taken at a General Managers Conference held in 1966, these cells were in 
the process of being set up in other factories also. Difficulty was being 
experienced in getting adequate number of trained men for the purpose. 

1.7. After taking note of the foregoing position, the Committee made the 
following observations in Para 1.50 of the Report: 

"The Committee agree that the most important consideration for 
the production of stores for defence purposes is the time factor and 
the priority indicated by the Forces. The Department of Defence 
Production have now a very large number of manufacturing Units 
and a number of them are capable of producing the same item of equip- 
ment. It is, therefore, absolutely essential that, for any rational 
distribution of orders, the management should have a clear idea not 
only of the capacity available, the capacity booked and the spare 
capacity remaining, but also a precise idea of the relative cost and 
time factor involved. The Committee are not able to appreciate how 
in the absence of such basic data, the Director General, Ordnance 
Factories, is able rationally to distribute the orders in the interest 
of achieving economy and efficiency. The Committee therefore, 
cannot too strongly stress that the Method Study Cells in the Depart- 
ment of Defence Production should efftctively discharge their responsi- 
bilities by providing reliable data for the rational distribution of orders 
for the manufdcture of stores and equipment in the ordnance Fac- 
tories." 

1.8. In their reply dated 11-10-1968, the Ministry of Dcfmcc stated : 

was to prepan production programme$ for the main urd mrea as wdl re tbe cpmpoacat 
Promamme for the feeder factories, taking into account the Servia w h ,  priorbes, manu- 
facturing lead ti? and * ~ p % i w  All matters ,pertaining to production costing wen 
also to be dealt y t h  by th~s agency. On the basls of the recommendations of the Study 
Group, I! was dmded to recall capacity and load charts from diBcmt Cactotrcc on a quar- 
terly basis. The guestlon of transferr~ng responsibility for production plrnwng to o 
central cosrdmatlng agency was also taken up for imphmtation. Tbe Study Group 
a h  qnderstoqd that a computer system had been installed in March, 1964, inter a/& 
to rssln the D Qe-a1 of Onkpace fact* in firepar' an ilrtclgrttd groduc- 
cion c o o r a m m e m e  V M O U P  famrr t* into -*% 
Snvices, tI& priorities and the ca adties of vanow foctorics, M Vdb w CPP t dPM i e  
b h  COW fmm the conCrmJ factories for bein# proccs(~a"t"hrou@ $ corn- 
P W *  



"At present Method Study Cell is enga ed on Studying the major 
items of production and their recommen f ation and suggestions are 
being scrutinized by the respective factories for implementation to 
the extent feasible under the existing condition of Plant and Mach~ner~  
available in the factory. As regards the Ad-Hoc items, the number 
of items being exceedingly large and the quantities on individual items 
ordered from time to time being considerably small as compared 
to major items of productions, decisions for allocation for manu- 
facture of the Ad-Hoe orders are taken on the basis of urgency of 
requirements; even though in some cases this may be slightly highn 
in cost. In most cases the factories which were entrusted with manu- 
facture of these items in the past were asked to undertake manufac- 
ture on subsequent orders also. While the ordnance Factories orga- 
nisation are aware of the variations in cost, decisions are taken mostly 
on urgency of requirements even than this involves increase In cost 
of production. The cost factor is now being looked into and for 
future allocation of orders between more than one factory for any 
items, more detailed analysis will be carried out before placement of 
orders." 

"In order to streamline the working of the Method Study Cell, 
a programme has been drown up to divide ordnanc- factories into 
four zones for training of senior non-gazetted s t d  working in 
Rates and Estimates sections and Method Study Cells by departmental 
officers from Headquarters. Under the programme, training bas 
successfully been completed in Method Study by 68 non-gazetted 
officers. With a view to building up a nucleus of staffjoffinrs with 
a better background and advanced training on the subject, training 
fadihes available in the country have been availed. So far, ?Y. Manager, 4 Assistant Foreman and 3 Chargeman have been tra* 
ln Method Study Courses conducted by National Institute of Tram- 
ing in Industrial Engineering. 21 officers of the rank of Assistant 
Manager and above have also raceivedladvanced training in works 
Study conducted by Defence Institute of Works Study." 

"A proposal to have a regdar Method Study Cell in every 
a rean?  factory in a phased programmes is under Consideration. 
T~IS wrU, however, take time, as trained men are not available for a 
cell in every factory." 

"The Method Study Cells will be strengthened, as and when 
necessary, depending upon the nature of work. It, however, takes 
time to get the staff trained." 

1.9. In their further reply dated 24th December, 1968, the Ministry of 
Defence have stated : 

Allocation o j  orders on the basis of cost aspect 

"The allocation of orden for principal items of manufacture in 
ordnrnoa factories is done in January and Ftb~aty each year. Tho 
backpound of the cost aspect is bein) kept in view in all cam and 
decision will be taken afkr due consideration at tbt time ef allocation 
of orders," 



Introduction of a regular Metlwd Study Cell in Ordnance factories. 
"The matter is still under consideration of the Government. 

As already stated in the Government's reply to the recommendation, 
the proposal to have a regular Method Study Cell in every factory in a 
phased manner will take time since trained men are not available in 
vcry factory and it takes time to get the staff trained." 

1.10. The Committee can hardly emphasise adequately the need for rational 
programming of production in ordnance factories. Such programming has 
two aspects. The manufacture of stores sbould be allotted to the factory 
which is able to produce it at the cheapest rate, as far as this is consistent 
with consideration of urgency of requirements. Besides, the manufacture 
of stores, which are more economically procurable from the market, sbould be 
left to the market. 

1.11. The Committee understand that, pursuant to the recommendations 
made by a Study Group set up by the Director General of Ordnance Factories, 
production programming through a centralid agency has been started on 
the basis of capacity and load charts, submitted by the factories. They hope 
this would ensure rational allocation of the workload amongst the various 
ordnance factories. In the process of allocation, it is vital that the production 
cost factor should also be continuously kept in view. Considering that in 
peace time "only 30 per cent or 40 per cent" of tbe capacity of factory is engag- 
ed in production, even "urgency of requirement" should not normally stand 
in the way of programming amongst different factories being done primarly 
on the basis of cost consideraions, 

1.12. The Committee note that to facilitate proper programming, computer 
facilities were made available to the Directorate in 1964 and machine capadty 
data is still being collected from the concerned factories for being processed. 
The Committee b o p  that the work in this respect will be speeded up, 
1.13. Another aspect to which the Committee would like to draw the atten- 
tion of Government is the need to instil cost C 0 1 1 8 C I o ~  in indiddud factories. 
'Ibe Committee note in this conwction tbat as far back as 1966, it was decided 
at a General Managers Confemce to set up Method Study Cell in the various 
factories to analyse the processes and methods of manufacture so as to maxi- 
mise production and minimise wastnge. ' h e  dedpion still await6 implementa- 
tion, apparently due to shortage of trained men in the factory. The Com- 
mittee hope that the pace of training will be acrelerated and effective d t s  to 
secure production and cost control set up expeditiously in each factory. 

Rejections in Manufacture-Paragraphs 1.78 and 1.79 
(S. Nos. 11, 12 and 13) 

1.14. Rejections in manufacture in ordnance factories and clothing fac- 
tories may be avoidable and unavoidable. Unavoidable rejections are 
inherent in the manufacture of an article and are taken into account while 
estimating the cost of manufacture. All rejections over and above those 
included in the standard cost are regarded as avoidable. In six cases of 
avoidable rejections amounting to Rs. 12.25 lakhs tbat occurred in 1965-66 
The rcjections were attributed to bad material. The Committee made 
the following observations in paragraphas 1.78 and 1.79 ; 



"The Committee are distressed to note that in all the six cases 
of rejection reported by Audit bad material of the value of Rs. 12 *25 
lakhs was supplied by other feeder factories under Government where 
it had already been tested and passed before despatch. This raises 
not only the question of the adequacy of the procedure for inspec- 
tion which permits such bad material to be caused by the feeder fac- 
tories, but also the larger question of efficiency and the reliability of 
materials and goods supplied by such ordnance factories direct to the 
Armed Forces." 

"The Committee.fee1 that it should be possible for the Govern- 
ment to evolve, in consultation with the feeder and user ordnance fac- 
tories and Armed Forces, satisfactory standards for quality control. 
It should also be impressed on the inspection staff that the standards 
for, passing materials and components should be strictly enforced 
and improved. Where rejections in the manufacture of a particular 
item are detected to be unduly high, a thorough investigation should be 
carried out with the utmost expedition so as to devise suitable remedial 
measures to check the losses and the possibility of introducing inspec- 
tion at various stages should be fully considered." 

1.15. In their reply dated 11th September, 1968, the Ministry of Defence 
have stated : 

"The problem of improvement in quality control* with the 
object of elimination of defective materials produced in faeder factories 
at the inception is receiving active consideration of the Directorate 
General of Ordnance Factories and the Director General of Inspec- 
tion. The General Managers of Metal & Steel Factory, Ishapore, 
Ordnance Factory, Kanpur, Ordnance Factory, Katni, Ordnance 
Factory, Ambemath, who are the main suppliers of materials for 
ammunition items in forged/rolled condition have been specially ins- 
tructed to tighten up the inspection procedure in the factories' work 
of Inspection Section before the submission of material to Inspector 
of Metals or hi representative (the latter is under the D.G.I.). The 
Chief Ins ctor of Metals is also taking suitable steps to improve the F'= quality o materials and to eliminate to the maximum extent possible 
the defective materials produced by the feeder factories. Specific 
measures taken by the Chief Inspector of Methods in this connection 
arc : 

(i) defects and discrepancies observed during inspection in all 
cases are brought to the notice of the production section and 
factory management by appropriate endorsement on rele- 
vant inspection notes; 

(ii) where rejection or rectification appear as excessive or abnor- 
mal, the reasons and remedial measures arc discussed per- 
sonally with the factory management; 

(iil) further periodical reports high-lighting heavy rejections and 
reasons for them are pre red by Chief Inspector of Metals 
and forwarded to DI with copies endorsad to tbc 
General Manager (Fys), and D.G.O.F." 

*A Study Group of the PAC whkh visited some ordnance factmias adhmd 
that stqtistical quality control psl4 m fuWpning in 19 out of 27 ordnaacc factories. 



"The user factories which are mainly Gun & Shell Factory, Cassi- 
pore, Ordnance Factory, Kanpur, Gun Carriage Factory, Jabalpur, 
Ordnance Factory, Khakaris, Rifle Factory, Ishapore, .Ordnance 
Factory, Durn Dum and such other factories have been also instructed 
(v ide Annexure I) to report the rejection percentages to the feeder 
factories as well as to DGOF for immediate investigation for evolving 
suitable remedial measures to check recurrence of such losses and to 
introduce check points to reduce the rejections to the absolute 
minimum." 

"As regards inspection, generally the materials are tested by the 
Inspectors in the feeder factories for chemical and physical properties 
only. It is possible in certain instances that some incipient defects 
such as blow-holes, internal cracks, inclusions etc. may remain unde- 
tected in the individual ingots. The materials can also deteriorate 
during storage before they are taken up for use. Such defects will 
only be detected by the Inspector when the material is subjected to 
further processes such as machining, bottling, shot blasting ttc." 

"All the precautions that have been stipulated according to the 
standard practice of inspection are being rigidly followed in all the 
stages, right from the stage of casting of ingots for the shells, bombs 
etc. In spite of these precautions, defects in the material that are 
considered inherent in the material intself are revealed at the stage 
of subsequent operations and cannot in all cases be located earlier. 
Even after the item has been establised for a number of years, such 
defects can occur and in fact they cannot be eliminated altogether 
although quality control is rigidly followed." 

1.16. The Committee had also referred in their report to avoidable rejections 
totalling Rs. 63.53 lakhs relating to the period upto March, 1965 which 
had not been rcgularised. In this connection they made the following 
observations in paragraph 1.81 : 

"The Committee are not happy over the delay of several years 
in ev~slving a procedure for the regularisation of losses arising 
from these rejections. The Committee feel that, apart from the for- 
mality of regularising these losses, what is more important is to analyse 
the reasons so as to take effective remedial measure!' 

1.17. In their reply dated 3rd October, 1968, the Ministry of Defence 
have stated : 

"As regards the first part it may be stated that there is an existing 
procedure for regularisation of losses arising from rejection. The 
necessity for expeditiously dealing with cases of regularisation of 
losses is always b m e  in mind. The latest position in regard to these 
regularisation of the losses in question is furnished in the attached 
statement ( s x  pagc 35). While every effort is being made to 
regularise the outstanding losses as quickly as possible, it is pointed 
out that some time is unavoidable in investigatin tbe reasons for the 
rejections, as such cases involved more than one ? actory and rejections 
are detected at a latter stage during machining." 

"As regards the second part in so far as the rocedure suggested 
by the Committee that the cases of l o w  should & malyscd in order 
to find out the reasons and based on which deffective remedial measures 



should be taken is canccrned, it is pointed out that this procedure 
is already being followed in Directorate General of Ordnance Fac- 
tories. Whenever a loss due to rejection is reported to the DGOF 
for regularisation, the loss statement is invariably analysed to ascertain 
the various causes of rejections and based on this anal sis, suitable 
remedial measures for reducing the recurrence of sw: K losses are 
taken. So far as the rejections due to bad material are conccrened, 
General Manager, Ordnance Factory, Kanpur, along with General 
Manager, Ordnance Factory, Katni and a representative of Inspec- 
torate of Metals are going into the details, of the causes of such rejec- 
tion. Their report is awaited. As soon as the report is received, 
necessary further action will be taken." 

1.18. The Committee observe that the number of pending cases of rejec- 
tions $ manufacture awaiting investigation and regularisation are still very 
large. & against re jdons  vatned at Rs, 63 -53 lakhs ap to March, 1965, 
which were awaiting investigation when they last considered the question, of 
rejections valued at Rs. 53 ~ 6 7  1- were still pending as on 2nd Seprember, 
1968. Tbe Committee trust thst these outstrrnaing cases will  be expeditioasly 
investigated and necessary positive remedial measures in tbe light of the 
investigations will be t a k a  

1.19. The ComPlittee also note that, par-t to their observations, steps 
have been taken to intensify inspection of stores p m h c d  by tbe feeda fac- 
tories so as to minimise rejections by oser factories. Tbe Committee wodd, 
however, Like to emphaaise tbat the inspection procedure devised sbould be 
sucb that adeqaate cbeelrs and matro1.s over the gaality of tbe product, exist 
at each of tbe stages, of murufactare of the prodact in the feeder factories. 
It is also necessruy that material recovered for forging/casting etc. is adequa- 
tely checked is to quality before it is accepted for use in the feeder factories 
so that tbe extent of supplier's responsibility is also determined. The fore- 
going procedures should htlp to identify precisely tbe canses for rejections that 
now occur. 

Mnrrt$acture of spares and cor~lpleliol~ of xtracts, Paragraph 1 100 arid 
1.101 (S. Nos. 16 and 17). 

1.20. A study Group on production control set up by the Director General, 
Ordnance Factories in April, 1966 had observed that a large number of 
orders for spares remains outstanding even though the Ordnance Factories 
had the capacity to manufacture them. The Committee made the following 
observations in paragraphs 1.100 and 1 -101 ; 

"As spares are vital for maintaining operational efficiency of arms 
and equipment with the Armed Forces, the Committee suggest that the 
Director General, Ordnance Factories, should device a systematic 
procedure to undertake their manufacture and supply in keeping with 
the requirements." 

"Since capacity for the llla~ufacture of these spares is admittedly 
available with the Ordnance Factories, thm should be no reasons 
fix arrears of demand to accumulate." 

1 e 2 1 .  In their reply dated 31st October, 1968, the Ministry of Defence 
stated : 



"After the Chinese aggression in 1962, the Services demands 
placed on the Director General of Ordnance Factories registered a 
steep rise and consequently the number of extracts (fee. authorities to 
factories to undertake manufactwe) also increased considerably. 
As the capacity in various Ordnance Factories could not be immediate- 
ly expanded commensurate with the unexpected increase in demands 
firstly because such sudden expansion of capacity was not feasible 
and secondly because it was not prudent to expend the capacity at 
considerable capital outlay without reasonable assurance of the conti- 
nuity of the increased load for a sufliciently long period and there- 
fore production against the extracts had to be necessarily spread out. 

"The attached statement (Annexwe)* indicate the numbers of 
extracts placed and the numbers of extracts completed from 1962-63 
(i.e. after Chinese aggression) to 1967-68. This statement includes 
all the extracts issued on various Ordnance Factories during these 
years (both for arms, equipment general stores as well as spares. 
Separate statistics for extracts for spares alone are not maintained. 
The old overdue extracts pertain mainly to spares. It will be seen 
from the statement that the number of extracts placed are gradually 
coming down from year to year while the number of extracts completed 
is going up and it will be reasonable to expect that after a few years the 
number of extracts placed and the number of extracts completed will 
generally balance each other." 

"Acceptance of Army's requirements for spares has to be done as 
a matter of routine and the Ordnance Factories cannot refuse demanch 
for the spares on the ground of lack of capacity. There is, therefore, 
no alternative but to plan production of the spares whenever demands 
for them are received. As emphasised by the Public Accounts Com- 
mittee, the Director General, Ordnance Factories, has been systemati- 
cally planning manufacture of spares required by the Services." 

1-22. Tbe Committee note that as on 1st December, 1968 tbe total nnmber 
of pending orders awaiting execution by the Ordnance Factories was 8,278. 
Of these, 5502 pending orders llow were accounted for by 3 factories. llre 
Committee would like it to be investigated whether there are any spedd 
bottlewcks in tbese factories which need to be attended to. Tbe Committee 
need M y  add that Government sboald also e m d n e  the scope for dcurnce 
of tbese orders through their redistmmtion amongst tbe variws fadarks 
if possible. Speed is of tbe essence of complyiag with Defence requhmts,  
Delay in execution of orders, apart from p d h g  up cost, and haqdng 
operational elliciewy, might came infrnctpops expenditure a h  as witb ch- 
equipmeat priorities of the Forces items belated supplied might well turn 
oat to be not required when actuaIIy supplied, 
1-23. APotbcr aqect of these pending orders is that 968 of these, i.c. about 
olle dntb d tbe tobl, have been awaiting e x d o n  since 196243 or era  
eutier. Ibe Committee would like tbese aod other old orders to be reveiwd 
in CQPWlt8tbm wit i~  the indentors, so tbat such orders, as are not required 
to be exeutal now, h the light of cbanged requirements, are candled, 
1-24 The ComDpfttee would also U e  a review of tbe pcodise ordtrs to be 
made to ascatah how far they owld be conveniently met by Trade, 

%ar-wise/factory-wise statemrnt of pending orders as on IM December, 1968, 
which was furnished to the Study Group, appears as Annexure Ih. 



1.25. During the years 1962-63 to 1964-65 the indentors cancelled or sus- 
pended orders for 20 items on which an expenditure of Rs. 1.5 mores had 
already been incurred. An expenditure of Rs. 7.15 lakhs was incurred by 
the Machine Tool Prototype Factory on the development of machines 
orders for which had been cancelled or suspended. 

Co-ordination between the user and ordnance faclorics-- 
paragraphs 1.117 and 1.118 (S. No. 21) 

1 e26. 1n praragraphs 1.117 and 1.118 the Committee made the following 
observations on the need for better coordination between the user and the 
manufacturer to avoid infructuous expenditure arising from cancellation of 
orders and to reduce the time lag between the palcing of orders and 
supply : 

"The Committee would like the Government to devise su~table 
remedies in the light of experience so as to reduce to a minimum 
infructious expenditure on account of cancellation of orders." 

"The Conlmittec need hardly stres that, with better coordination 
between the user (the Defence Forces) and the manufacturer (the 
Ordnance Factories), it should be possible to get at the earliest infor- 
mation about variation in demand due to changes in requirements. 
Similarly where the development of manufacture of a store is likely 
to take considerable time, close liaison should be kept by the 
DGOF to make sure that the user's demand has not in the meantime 
undergone a radical change or ceased so that expense on a develop 
mental effort is not continued unnecessarily. The Committee cannot 
strongly stress the need for reducing the present time lag of three to 
four years between the placing of orders and supply so that the pro- 
duction programme can be more easily adjusted in the light of the 
changing requirements." 

1.27. In their reply dated 7th November, 1968 the Ministry of Defence 
have stated : 

"The Committee's recommendation that Government should 
device suitable remedies in the light of experience so as to reduce to 
a minimum infructious expenditure on account of the cancellation of 
orders has been noted for compliance." 

"So far as better coordination between the user and the manufac- 
turer is concerned, such coordination is already being achiewd by 
convening meetings at different levels at different times for discussion 
of matters of mutual interest between the indentors and the manufac- 
turer. 

Thc Armament Commitice meeliugs ore held threc or four times 
;L year. The mcetings arc attended by senior officers of tl~c Servicc 
Headquarters and also by Ministry of DefenceIDepartnlent of Dcfencc 
Production. Any variations in demand due to changes in requirements 
of Scrviccs arc generally indicated in these meetings. Similariy where 
the development of manufacture of a store is likely to take consider- 
able time the DGOF reports on them in these meetings." 



"The Production Review Meetings are held in the Department of 
D:fence Production under the Chairmanship of Secretary (Defence 
Production) where, along with ths representative of the Services HQ., 
Ministry of Defence representatives of Ministr of Finance (Defence) 
also are present. These meetings discuss in ‘i' etail various problems 
concerning production in Ordnance Factories and take decisions." 

"In pursuance of the recommendation made by the Committee, 
evcry effort will be made to reduce the time lag between the placing of 
orders and.supply." 

1-28. The Committe note fhat in order to have better co-ordinrtion between 
the user and the manofacturer, Armament Committee meetings and Productlow 
Review meetings are periodically held apart from the meetings convened at 
different levels for discussions of matters of mutual interest. It is, howem 
not clear wbether at these meetings only general production matters are die 
c d  or individual items of production are also specifically reviewed. The 
Committee suggest that the Ministry sbodd examine the present arrangement 
for apprising the manufacturer of tbe changes in the requirements of tbe user 
in order to ensure that timely action is taken to suspend or cancel orders 
and a d d  i~lfmctuons expeaditure. 

Uncoordinated procurement of paint-Paragrapk 2.8 and 2.13 (S. Nos. 
22 & 23) 

1.29. On 12th July, 1963, an Ordnance Factory initiated action for pro- 
curement of 83,210 litres of redcxide paint costing Rs. 2.08 lakhs through 
D.G.S. & D. for painting certain types of ammunition boxes/carriers. 
It was later found that 50,400 litres were indented for in excess of require- 
ment. The remaining 32,720 liters also became unnecessary in January, 
1964 when the Director General, Ordnance Factories ordered suspension 
of manufacture of two ammunition carriers. Timely action was not taken to 
cancel the orders. A Board of Enquiry was appointed in September, 1967 
to investigate into the causes and circumstances of excess provisioning. The 
Committee made the following observation in paragraph 2 08 : 

2 4 "The Committee hope that, on receipt of the Report of the Board 
of Enquiry, set up to investigate into the causes and circumstances 
of excess provisioning of the store and to determine loss, if any, 
and other related matters, remedial measures will be taken to 
avoid a recurrence of such cases." 

1 e 3 0 .  Referring to the Ministry's contention that fhe excess provisioning 
did not Wt in any loss because of rise in the prtce, the Committee ob- 
served: 

"The Committee do not appreciate the contention of the Ministry. 
Excess provisioning of stores done erroneously results in the blocking 
of capital which could well be used elsewhere to greater advantage." 

1 031. In theit reply dated the 3rd October, 1968 the Ministry of Defence 
stated: 

Para 2 -8, "The findings of the Board of Enquiry aet up in 
September, 1967 were scrutinised by the Director General, of Ord- 
mnce Factories and a further probe into the me was ordered with 



a view to determining the causes and circumstances of excess provi- 
sioning on basis of relevant records available in the factory. For 
this purpose, a Senior Officer was deputed to Gun Carriage Factory 
Jabalpur to examine personally the relevant documents and to endea- 
vour to determine the facts leading to excess provisioning." 

"As a result of discussions and'examination of records at Gun 
Carriage Factory by the Senior Officer'referred to above, 

( i )  A quantity of 40,000 litres'of paint red oxide ordered against 
Gun Carriage Factory's local purchase supply order dated 
24-12-62 had not been taken into account by Gun Camage 
Factory, as their assets while making fresh provision for 
this paint in May/h ne, 1963. Supplies against this pur- 
chase order materialised from June, 1963 onward and the last 
consignment was despatched to tbe factory on 15-9-63. 

(ii) Although the monthly consumption of paint red oxide %as 
assumed as 10,000 litres per month to meet the planned outt- 
urn thc actual consumption per month was much less. 

( i i i )  No action was apparently taken by the factory in timc 
to reduce the requirments af paint consequcnt on the redu- 
md monthly target requirements of boxes B-184, canccll- 
ation of' production of Carriers No. 18 and 10. 

"Accordingly, the General Manager, Gun Carriage Factory 
appointed a one-man Board of Enquiry for making a fresh inbest~ga- 
tion into the matter in the light of the discussions held." 

"The proceedings of the Board of Enquiry confirmed that the 
asset of 40,000 litres of paint due against the local purchasesupply 
order of Gun Carriage Factory, dated 24-12-62 had not been taken 
into account by the factory management and that the actual monthly 
consumption of paint was considerably less than the supposed 
Monthly. Receipt of 10,000 litres per month, to meet the planned 
outturn of ammunition packages." 

"The concerned non-gazetted staff were interrogated by the Board 
of Enquiry with regard to : 

(a) non-inclusion of asset of 40,000 litres of paint due against 
the Gun Carriage Factory's local ,purchase order dated 
24-12-62, and 

(h)  failure to take action to reduce the quantity of the paint to 
be procured, due to reduction in the requirement of ammu - 
nition pckages. 

"Their contention was that the above action was not taken owing 
to the instructions given them verbally by the then Divisional O&er 
and the then General Manager." 

"Since the quantity of paint which was procured in excess of 
requirements for the provisioning period has already been subsequently 
consumed in the Ordnance Factories and as it is no longer possible 
to verify the statements made by the individuals concerned regarding 
the alleged verbal orders given by the then officers, the Director Gene 
ral of Ordnance Factories has decided to convey his displeasure to the 
individuals concerned, (a Foreman, 3 Storekeeper, a Supervisor and 
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n Lowcr Division Clerk) for their failure to submit c o r r e c l w  
and factual position to the higher authorities and also to warn the 
individuals to be careful in future. Director Geueral of Ordnance 
Factories has also issued instructions on 13-6-68 to General Managers 
of Ordnance Factories that in all cases of provisioning involving finan- 
cial implications. individuals concerned must obtain written orders of 
the officers concerned." 

"To avoid recurrence of excess provisioning in future, Circular 
letter No. 005/16/22-23/A/B, dated the 28th May, 1968 (see page 40) 
has been issued to the General Managers of Ordnance Factories to 
ensure that provisioning of stores is made strictly in accordance with 
the instructions issued from Directorate General of Ordnance Facto- 
ries, Headquarters and that under no circumstances excess provi- 
sioning of any item over the authorised limit is made. Besides, 
it has also been urged upon the General Managers to see to 
it personally that provisioning of stores is made on a rational and realis- 
tic basis, so that no occasion arises for capital being locked up due to 
excess provisioning." 

Para 2 013. "The remarks made b the PAC regarding blocking r of capital due to excess provisioning o stores are noted. A circular 
has been issued to the General Managers of Ordnance Factories to 
see to it personally that no occasion arises for capital being locked 
up due to excess provisioning. A copy of the circular is enclosed." 
(See page 42) 

1-32 The Committee Note from the information furnished to them that 
general iash.llctions aboat proviBio~& h v e  been issued by the Directorate 
Gated of Ordnmce Factories from time to h e .  It might be an advantage, 
if, as a fac~My to tbe provisioniag wing in the Factories, a consolidated provi- 
sidng Manual could be brought out inlcating the guide Unes for stocking 
of stores and for periodical review of existing holdings pruticdarly those 
which involve expenditure in foreign exchange. The Committee understrad 

'that the cornpeter system installed in the Directorate in 1%4 is inter alia inten- 
ded to facilitate Material Planning" so that purchase and stocking of stores 
cwld be ef6ciently and economically done. The Committee also underet.ad 
that the application of the compnterised system to some of the factories is 
awaiting amendment of tbe existing Factory Accounting Rules. Tbe 
Committee would urge that a decision on &is point be speeded up so tbat the 
factories are equipped with uptodate techniques of stores control. 

*Based on information gathered by Study Group of public Accounts Committee d u w  
their tour in Docembor 1968. 

A 



CHAPTER It 

RECOMMENDATIONSiOBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendations 

The committee are also disturbed to find that some of the consignments 
containing imported components/materials were received at the factory in 
a water logged condition. The Committee feel that adequate arrangements 
for the handling of these and other defence consignments should be provid- 
ed at Embarkation Headquarters, Bombay, so as to eliminate the chance 
of damage by rain. 

[Serial No. 6 of Ap ndix IV of the 16th Report of the Public Accounts 
Committee (19g68) (4th Lok Sabhan. 

Action taken 

The following steps have been taken for the expeditious and safe delibery 
of Defence stores and to avoid damage to them through rain or mishandl- 
ing :- 

(a) Embarkation Headquarters have been instructed on 16th April 
1968 to take expeditious action for the safe clearance of Defence 
stores, particularly machinery and other sensitive and valuable 
equipment, in all cases where adavance intimation with regard 
to the arrival of stores is received by them either from the shippers 
abroad or from the Defence indentors. 

(b) Defence indentors have been requested on 16th April 1966 to 
give advance intimation about the arrival of all important, valu- 
able and fragile/sensitivc storzs direct to Embarkation Head- 
quarters so that special attention may be paid by Embarkation 
Headquarters in the matter of handling and onward despatch 
of such stores to the consignees. 

(c) The details of stores which generally require special handling 
at the port and in transit are also being collected by Service Head- 
quarters. On receipt of these details, a comprehensive list of 
such stores will be prepared and forwarded to Embarkation Hcad- 
quarters for enforcing special handling arrangements w11erw.w 
such stores arrive at the ports. 

(d) ( i )  To avoid damage to stores through rain, the Defencc in- 
dentors have been requested on 10th April 1968 to ensure that 
a suitable clause is inserted in their indents for proper packing, 
with water-proof material, of all imported Defence stores 
susceptible to damage by sea waterlrain. 

( i i )  It has also been impressed upon Defence indentors that con- 
signments of machinery and precision instruments likely to 
reach India during the monsoon season (June-September) 
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should be diverted preferably to Madras/Kandla port to 
avoid losses due to corrosion etc. 

(e) In 1965 one more shed w a s  allotted to Embarkation Headquar- 
ters, Bombay, in the Bombay Port Trust premises by rcquisi- 
tioning the area occupied by a private firm and this has greatly 
relieved the pressure. Further, the Ministry of Transport are 
being requested to issue standing instructions to the Bombay 
Port Trust that overriding priority should be .given to thc Defcncc 
as and when additional sheds are required. 

( f )  It bas been decided to post an officer of the Directorate Gcneral 
of Ordnance Factories' Organisation to the Embarkation Head- 
quarters Bombay to assist the Embarkation Headquarters in taking 
delivery of stores of their concern. This is expected to assist 
in prompt and efficient clearance of stores mcant for Ordnance 
Factories. 

Ministry of Defence (Department of Defence Production) 
File No. 4'3/6X,'D (Prod)-PC-111, dt. 8-10-68, 

Recommendation 

The Committee feel that apart from the check of the :ivoidable percent- 
age of rejections provided in thc estimates which might be undertaken by 
the attached financial officers, it is incumbent on the Director General of 
Ordnance Factories, as the technical head of the Organisation, to ensurc 
that :- 

( i )  the unavoidable loss allowed for in the estimates of cost is tlic 
lowest possible consistent with the standard of manufacture 
desired; and 

(ii) manufacture in Ordnance Factories is undertaken economically. 

The Co~llmittee would like the Director General to keep these two aspects 
specially in view and take effective measures to dischargc these responsibi- 
lities. 

The Committee would like to be informed of the action taken by the 
Director General of Ordnance Factories in pursuance of these recommcnda- 
tions. 

[Serial No. 14 of Appendix IV of the 16th Report (4th Lok Sablla) 
of the Public Accounts Committee (1967-68)]. 

Action taken 

In accordance with the recommendation made by the Committee, Direc- 
tor General, Ordnance Factories has already formed a Cell in his Head- 
quarters whose function is to review the existing pcrceutages of avoidable 
rejections provided in the Standard Eslimates and assess the extent to which 
reduction can be effected. It is also the function of the Cell to deal with 
all the aspects of economical manufacture of stores in the ordnance fac- 
tories. 



The General Manager of Ordnance Factories have been instructed on 
6-5-68 (vide Annexure 1) to indicatc in a consolidated list the principal items 
of manufacture in their respective factories quoting the unavoidable rejec- 
tion perccntagcs incorporated in Standard Estimates. Where the item of 
manufaclurc is common with any other ordnance factory the unavoidable 
rejection percentage is to be fixed in consultation with the General Manager 
of that factory so that such fixation is on 3 more broad based engineering 
experience. This is intended to ensure, as rccommcndcd by the Committee, 
Illat :- 

( i )  the unavoidable rcjection pcrccntnges allowed for in the estimate 
of cost is the lowest possible confistent \tith the standard of manu- 
l j c t ~ m  desircd ; 

t i ; )  manufacture in Ordnnnce Factories is undcrtakcn cconomicnily. 
Director of Audit, Defence Services, has scen. 
Ministry of Defence (Dcpartmcnt of Defcncc Production) 
File No. 4 4,'6SiD(Prod). dt. 9-9-68. 

No, 005 '16'A,'B 
GOVCKNMLST or I?;I)IA 

hlinistry of Ilefence 
l)irciror,ltc General Ordnance Factoric, 

0, Lplanade East, 
Calcutta-I. 

Jatcd the 6th N a y ,  1968. 
7 0 

'The General Manager, 
Rcjiw~icc : Public Accounts Cornmittec 1967-68-Sixteenth Kcport- 

Fourth Lok Snbha-PAC Recommendation h'o. 11 and 
12. 

The relc\ant paras 1.78 and 1.79 arc rcproduccd below for perusal of the 
General Manager. 
1 e78. "Thc Committee are distressed to note that, in all the six cases of 
rcjection reported by Audit, bad material of the value of Rs. 12.25 lakins 
was supplied by other feeder factories under Government where i t  had 
already been tested and passed before despatch. This raised not only the 
question of the adequacy of the procedure for inspection which permits 
such bad material to be passed by the feeder factories, but also thc larger 
question of efficiency and the reliability of materials and goods supplied by 
such ordnance factories direct to the Armed Forces. 

1.79. "Thc Committee feels that it should be possible for Govt. to evolve, 
in consultation with the feeder and user ordnance factories and Armed 
Forces, satisfactory standards for quality control. It should also be im- 
pressed on the Inspectorate statf that the standards for passing materials 
and con~poncnts should bc strictly enforced and improved. Where rejec- 
tions in the manufacture of a particular item arc' detected to be unduly 



h i p .  a thorough investigation should be carried out with the utmost ex- 
pedition so as to devise suitable remedial measures to check the losses and 
the possibility of introducing inspection at various stages should be fully 
concidcred." 

2. Recently in very many cases pointed out by Sr. DADS it was observed 
that in machining of Empty shells and Fuzes the actual rejection had exceed- 
cd the unavoidable percentage of rejection allowed in the respective Estimate. 
In few cases it has also been observed that the unavoidable rejection per- 
centage has been revised in the past probably on the assumption that thc 
previous percentages were fixed on an unrealistic basis. 

3. The General Manager is required to review the cases once again and 
indicate in a consolidated list the Principal items of manufacture in their 
respcctive factories quoting the unavoidable rejection percentages incor- 
porated in Standard Estimates. Where the item of manufacture is common 
with any other Ordnance Factory the unavoidable rejection percentage is 
to be fixed in cunsultation with the General Manager of those factory 
/factories so that such fixation is on a more broad based engineering expe- 
rience. This is intended to ensure that- 

( i )  The unavoidable rejection percentage allowed for in the estimate 
of cost is the lowest possible consistent with thc Standard of 
manufacture desired. 

(ii) Manufacture in Ordnance Factories i b  undertaken ccono- 
mically. 

4. It is observed that in the loss statements submitted by the Machining 
Factories for regularisation of losses due to rejection beyond allowable 
percentagc of rejection in the estimate. the reason for rejection is quoted 
aa "Bad material such as cracks, pitted. eccentricity in bore in shella 
etc." In all such cases care is to be taken to ensure that the cases of rejec- 
tior, has becn brought to the noticc of the feeder facto~y~factories including 
the,: inspcctorate and the remarks obtained from them to ensure that they 
have gone into the problem before the loss statement has been submitted to 
the DGOF. Any loss statement received nithout such remarks from 
11.ec.cr factories and the respective Inspectoratc will not be accepted for con- 

5. In order to avoid delays in processing such In\\ statements factor)'\ 
senrzr staff in production section, store and planning includmg Works oflicc 
should be instructed to bring to the notice of GM/DGM any defect noticed 
in the production section immediately it is observed during production 
and they must not keep this undisclosed till the warrant is finally closcd 
as in that case a proper investigation will naturally bcconlc difficult due to 
time lag. 
6. Please acknowledge receipt of this letter and arrange for wide circuh- 
tion in the factory for information of all concerned. 

Sd, - 
Ad(I1, D'q. 

for Dircctor Gerreral, Ort/~rnrrw Fmtories. 
COFJ to :- 

ADG/QC, ADG/P(M), ADG/P&C, 
Sr. DADG,'C, Section P,'C, A/B Casc No. 466 A,'B. 



Recommendation 

Now that a decision has been arrived at and final orders have been issuedv 
by ~overnment,  the Committee hope that action will be taken to finalise 
the losseslinfructuous expenditure incurred by factories due to the cancella- 
tion/curtailment of orders by the indentors. - 

[Serial No. 19 of Appendix IV of the 16th Report (4th Lok Sabha) of the 
Public Accounts Committee] 

Action Taken 

Thc recommendation is noted. 
Every effort is being made to finalise as quickly as possible the losses 

infructuous expenditure incurred by the Ordnance Factories due to cancel- . 
lation!curtailment of orders by the indentors in accordance with the in- 
structions issued in 1967. 

Ministry of Defence (Deptt. of Defence Production) 
File No. 4/5/68/D(Prod), dt. 7-1 1-68. 

Recommendation 
The Committee also suggest that while scrutinising the cases of infruc- 

tuous expenditure, the reasons for it should be carefully analysed with a 
view to taking effective remedial measures to reduce such losses to the mini- 
mum. 

[Serial No. 20 of Appendix It' of the 16th Report (4111 Lok Sabha) of 
the Public Accounts Committee]. 

Action Taken 
The .suggestion m d e  h!. the Committee 1x1s been noted for compli- 

ance. 
Ministry of Defencc (Deptt. of Defence Production) 
File No. 4 5,'6RjD(Prod), dt. 7-11-68. 

Recommendations 

The Committee are disturbed to find that it has taLcn the Ordnance 
Factory almost five years since the communication of the sanction in August, 
1963, to instal the arc-furnace which was required to augment the produc- 
tion of steel ingots for forging gun barrels. The Committee deprecate 
such inordinate delay in the commissioning of work connected with the 
augmentation of capacity for vital armaments in Ordnance Factories. 

What is even more distressing is the fact that the delays in this case could 
have been reduced. There was a lack of cosrdination regarding the pur- 
chase of arc-furnace and the construction of civil works. The Committee 
desire that the Department of Defence Production should coordinate the 
purchase of costly machinery and the execution of civil works in such 3 



manner that  thc machinery ordered is rltilisad according to the schedule 
prescribed for its erection. 

[SI. Nos. 21  and 25, Appendix-IV, Para Nos. 2.22 and 2 23 of the 
PAC's (1967-68) 16th Report (4th Lok Sabhn)]. 

Action Taken 

The rtcommendations of the Committee in this respect hnvc been not- 
ed and instructionc hav: b x n  issucd to 1111 G:ntr;d Managcrs o f  Ordnance 
Factories to ensure co-ordination in the purchase of machinery and co- 
ordination of civil works, so that delays in installation and construction 
are avoided. '4 copy of these instructions is attached (vidc Annexure 11). 
While every ciid;:ivoiir i$ generally made to co-ordinate the two, occasions 
d3 arise when complete co-ordination due to unforseen circumstances is 
not possible. 
Ministry of Dtfrnee (Deptt. of Defence Production). 
F11e No. F. 16i6)'68/D(PA'), dated 15-7-3968. 

No. 005,16,JA/B, 
G o v r ~ m m r  or: Isni 4 .  

Ministry of Defence. 
Directorate General of Ordnance 

Factories, 
6-Esplanade E ~ I S I ,  

Calcutta-1, dated the 25th 4pril. 1968. 

A11 Factories. 

(For persomd afterrtior1 of the General .\/anagcr) 

SCer~cr :-Purchase of plant and machinery and constructio~i of Civil 
works for erection and installation thereof. 

In connection with an audit para relating to erection and installation of 
heavy machines, which revealed lack of coordination between thc pur- 
of an arc-furnace and construction of civil works in a particular ordnance 
factory, the PAC have made the following observation in the 16th Repon 
(Fourth Lok Sabha) of Public Accounts Committee, 196748 :- 

"2.22. The Committee are disturbed to find that it  has taken thc 
Ordnance Factory almost five years since thc communication of tbe 
sanction in August, 1963, to instal the arc furnaces which was required 
to augment the production of steel ingots for forging gun barrels. Tbe 
Committee deprecate such inordinate delay in the commissioning of 
work connected with the augmentation of capacity for vital armaments 
in Ordnance Factories. 



2.23. What is even Inore distressing is the fact that lhc delays in 
this case could have k e n  reduced. There was a lack of coordina- 
tion regarding the purchase of arc furnaces and the construction of 
civil works. The Committee desire that the Department of Defence 
Production should coordinate the purchase of costly machinery and 
the execution of civil works in such a manner that the machinery 
ordered is utilised according to the schedule prescribed for it:. 
crcction. 

2. I t  will be observed from thc above that delay in installation of the 
Arc Furnace and the lack of  co-ordination between the purchase of costly 
macllinery and the execution of Civil Works connected therewith haw been 
adversely comnlented upon by the PAC who havc emphasized upon better 
coordination between the purchase of costly machinery and the execution 
of civil works connected therewith. 

The observation made by the PAC may please be borne i n  mind for 
guidance in future, so tliat dchy in  the installation of machinery or in 
the construction of civil works may be avoided. 

3. In connection with another audit para relating to thc proiision of an 
emucnt disposal plant i n  another Ordn,uicc I-nctory the Conmittee hsvc 
crbsrrved as under : 

"3.6. The Committee hope that the proccdurc outlined above for 
calling composite or separate tenders for civil works and plant and 
machinery will be strictly followed in future. Consistent with the needs 
of cconorny. the Committee fecl that the acquisition and installation 
of plant and machinery on the one hand and the construction of civil 
works on the other should proceed in s co-ordinated manner so that 
delays in the installation of machinery or i n  the construction of civil 
works arc avoided." 

Pursuant to the observation made by thc PAC, i t  may please bc ensured 
that consistent with thc nceds of economy, acquisition and installation of 
plant and machinery and construction of civil works are so co-ordinated 
that delays in the installation of machinery or in construction of civil 
works may be eliminated to the maximum cxtent possible. 

4. Kindly ackno~vledge receipt and confirm that contents of this Circdsr 
have been brought to the notice of all concerned. 

5. This issues t r . i ~h  the :~pproval of Addl. DGIC. 

Sd/- 
for Dirccror Gnwra/, Ordratm Factories. 

!3aparctc Copy to : 
1. DDG/Engg. 7 

2. For infornution a~rd guidance. 
2. OSD/Explosivcs J 



Recommendation 

The Committee hope that the procedure outlined above for calling 
composile or separate tenders for Civil works and plant and machinery 
will be strictly followed in future. Constistent with the needs of economy, 
the Committee feel that the acquisition and installation of plant and machi- 
nery on the one hand and the construction of civil works on the other should 
proceed in a co-ordinated manner so that delays in the installation of ma- 
machinery or in the construction of civil works are avoided. 

[Sl. No, 26 of Appendis 1V to 16th Report of the PAC (4th Lok Sabha) 
1967-681. 

Action Taken 
Observations of PAC have been noted for compliance. A copy of the 

instructions issued to the General Managers on 25-4-1968 is attached. 
(Vide Annexure 111). 
hlinistry of Defence (Department of Defence Production) 
File No. 26(4)!68/D(PA). dt. 1 1-7-68. 

No. 005/16/A/B, 
GOVERNMMT OF INDIA. 
Ministry of Defence, 
Directorate General of Ordnang 
Factories, 
6-Esplanade East, 

Calcutta-I, dated the 25th April, 1965. 
To 

All Factories, 

(For persotral attetttion of tht Gerrernl Manager) 

SUBJ~.CT :-Purchase of plant and machinery and construction of civil 
works for erection and installation thereof. 

In connection with an audit para relating to erection and installation of 
heavy machines, which revealed lack of coordinarion between the purcbase 
of an arc furnace and construction of civil works in a particular ordnance 
factory, the PAC have made the following observation in the 16th Rcport 
(Fourth Lok Sabha) of Public Accounis Conmittee, 1967-68 :- 

"2.22. The Committee are disturbed to find that it has taken the 
Ordnance Factory almost five years since the communicstion of tbe 
sanction in August, 1963, to instal the arc Furnace which was required 
to augment the production of steel ingot!, for forging gunbarrels. 
The Chmmittee deprecate such inoldinate delay in the commissioning 
of work connected with the  augmentation of capacity For tito1 ;Irma. 
ments in Ordnance Factories. 



2.23. Wh:~t i \  cvcn more dictl.c\sing 1s tlic fact that the dela>\ in thih 
caw could have b m  reducc<l. Thelc was a lock of' coordination 
rcg~rding llic put chaw of arc furllace\ and the construction of' chi1 
wo1k5. Tlie Committee de\irc that the Departnicnt of Defence Pro- 
duction should coordinate the purchase of' costly machinery and 
thc execution or civil M . O I ~ \  i n  S U C ~  B manner that thc rnachincly 
ordcrcd is utiliwd accortlii~g to the sclledule prescrihcd for i t \  crec- 
lion." 

2. l'l will b:, obwved  from tlic nbovc that dcla] in iilstallntion of the 
Arc F L I ~ ~ ~ I C C  and the liick of co-ordinntron between the purchaw of cosily 
machinery and the cxecutioli of Civil Works coltnectcd therewith havc been 
adversely cornmenled upon by the PAC who have cniphasized upon bqter  
coordination b?twtc11 the purclia\c of costly machinery and the execu tm 
of civil works C O ~ ~ I L ' C ~ C ~  thcreivith. 

Tlic obwvation mudc by the PAC may please bc bornc i n  mind for 
guidanc: i n  Si~turc. so that delay in the installation of machincry or  in thc. 
construction of civil works ms) br avoided. 

3. 111 connection wit11 i1110111er audit p:lra relating to provision of an  
c~fflucnl diywsal phnt i n  another Ordnance Factory, the Committee 11nw 
0b~etWd ilS under :- 

"3-S. The Committee hop: that tlic procedure oullined above for 
c;~lling conipositc o r  srparatc tender\ thr civil works and plant and 
rn~~clli~i:.ry will h: strictly fidlowed in future. Consistent with thc 
n:eil\ of cconorn!~. the Conimittec k r l  th:~t the acquisition and installo- 
tion 01' plant : I I ~  rn:~chin:r) on thc one hand and tlic construction 
01' c~vil \vLrrL\ o ~ i  t hc ot hcr sliould pl.ocettd in ;I co-ordinatcd manner 
40 1 h ; t (  di.J;ijs\; i l l  I lie inctsl l ;~~ rcw of' ni:~cIiir~cr! or in the con4ructinn of 
ciwl \vork\ :IW avni~lcd." 
I ' t r r . ~ : r r ~ t  lo 1 1 1 ~ '  ~ t > r ~ l . \ ' ; ~ t i t ) ~ ~  111.1ilc b ~ .  1 1 1 ~ '  PAC, it  niay ple;i>c hc ensurcd 

I hat c,m\i\lenl \\ i t 1 1  the ~iccd\ ol' ccolwmj, acquisitioi~ and inmllation of' 
plunr ;I 114 m dii~w! iincl con\ti.uction ol' ci\ i l  \+ark\ :IIT so ci)-iwiiil;~t~'d 
[hat d:la>b i n  thi. in\t;~llation o~'ni:~chinery or in construction of'civil \+ark\ 
may h: clinii~iatcd to tlic ni.~simwn c~tcr i t  pcls3ible. 



RECOXZMENDATIONS/OBSERVATIONS WHICH THE COM- 
hlITTEE D O  NOT DESIRE TO PURSUE IN  VIEW O F  THE 

REPLIES BY GOVERNMENT 

Recommendation 
Apart fro111 the fitct that the extended n~onorail h:~z rcmaincd i~lopcrativc 

for the last scvcn years,thc Committee arc conccrncd :I[ the manlier in which 
projects for the consideration of Government arc p~.cpared and acccptcd 
without criticd scrutiny. I t   ill be rcc:lllett that the cstension 01' tlic mono- 
r:~i l  was part of the bigger project for the setting u p  of :ln ext~wsic!n press. 
The venue of the extrusion Dress was not only ch:inped but its si7c \\.as also 
drastically reduced from 3,500 tons :is ~ n c t i o n c d  in 1951 to 2.000 tons in 
1955. This clc:~rly s1lon.s that thc proposals \vc.rc 11ot prcp:~rcd in depth 
;ind with adequatc care and th31 the scrutiny of rl~csc. proposals hclive sonc- 
lion by Go~ernmcnt  \\la, alio fils f~.om satisfi~cto~.!. with thc. ~vsult 1h:lt 
rcvisionc n e w  mide timc and a y i n .  

Action Taken 

2. 'The circumstances in which it \\a!, decidcd to set up thc 1nonorn11 
and the circumstnnces in \\hich it has rcnlained un-utilised, \tc.rc csplaincd 
i n  the testimony given before the PAC and also in the jvritten 1 q 1 y  to thc 
questiol~nairc received from the PAC seeking furthcr infornx~tion on tlic 
subject. 

3. The size and venue of the project for setting up an extrusion press- 
of which project for the nlonorail was only a relatively minor part-wcrc 
changed for valid reasona, some of which could not have b c c ~ ~  l i ) rwen  a t  
the time the original proposal for a 3,500 ton extrusion press was initiated. 
The original proposal was for a 3,500 ton press at OF Katni, which could 
extrude not only heavy duty ;~luminium itlloy sectiorls but also take on thc 
estrusion of brass and copper which was already bcing carried on by t l ~ c  
older press at that factory. O F  Katni \\as thc only fitctory having tcchnical 
personnel with sufficient knowledge and espcricnce in Inrgc-hcak non- 
ferrous extrusion. 

4. The project at OF Kntni had to be abandoned bccuusc subhcquent 
experiments revealed that it was inadvisable to have aluminium alloys 
extruded using the same prc\s in which brass and copper were being extrud- 
ed, because (i) there was risk or  contamination. and (ii) separate :rncillary 
facilities for heat treatment of iduminium alloy \\ere necess:u y. Thc 
project had, therefore, to be subjected to rethinking from the technical point 
of view, as a result of which it become clear that ;i separate prcss Sor cstrud- 
ing exclusively aluminium alloys was ncccssary. 

?? ** 



5. The new locatio~l, 11:imely OF Amhcrn:rth, \vas dccided upon because 
modern f;~cilities for non-krrous metnllurgy with ;I full-fledged laboratory 
were available in the Mnchine Tools proto~ypc Factory at Ambernath itself'. 
Further, OF Amhcrnntli was nearer to the port of Bombay and prcsentcd 
no diflicultics reg:lrtli~lg ancillary li~cilitics such ;IS water. power ctc. 

6. The reduced ci\p:~city of thc cstrusio11 prcss, namely 2,000 tons, was 
decided upon partly f i ~ r  the reaon th:~t a 2,000 ton extrusion press was 
availnhlc I'roiii UK o n  fhvourahle terms for early delivery. Further, this 
cap;icity was suflicic~~t lo meet the aluminium alloy sections requirements 
of the S2rvices as k11ow11 :it i h t  timc :ind the capncity could safely be 
rcstri~tcd to t h i s  ICVCI.  

. . 7. I h c  :rbwc toni\rIcr;itiotl~ could not have becrl full) fbrcseen at the 
time the o~igin:il projrct \ \as prepared on thc basis of' tlieespcric~icc~rind 
~cchr~~c; i l  k~~owlctlgc ;iv;tilahlc to tlrc ordnance Factor ics. 

file Yo. 26(5),'68 'D(PAl, Jt. 1-3-69. 

Rccornmendation 

Action Taken 



Recommendat ion 

It is also strange that ~.elc\-ant papers on the cxtcl1sioll of lhc nwnorsil 
; I ~ C  not Ibrtlicoming :~nd that a n  inquiry into the mattu hat, becn cwdercd 
only recently by Government. The Committee hope that. :lp:11.1 fro111 
fixing responsibility for the lapse, Government will tighten up tlic procedure 
for drn\ving up, submission and sanction of projects so that such instances 
of id'ructuous expenditure do not recur. The Committee suggest that 
Government should also take an early decision nbout the disposal ofthe 
cstr~ided monor.ail ~vhicli is hying t~ntjscd at the factory. 

[SI. No. 3 Appcndin-lV, Pura No. 1.21 of PAC's 1967-68-16th 
Rcport (Fourth Lok Snbha)] 

Action Taken 

From the records relittine to the erection of thc monorail, Goverri- 
ment have come to the conclusion that the decision to have n monor;ril 
even though it was not technically feasible to link it to the existirip monora11. 
was taken in 1956 by the then Superintendent of OF Ambernath. Hc 
took this decision as the most practical of the various nllernativcs, knou- 
ing fully well that the arrangement for the transhipment was not suitable 111 
;ill respects. Subsequent events, especially the improvenicnt of road. 
and procurements. of road transport make this decision appcar. in r e t r o ~  
pect, as unsound Government do not consider taking into account thc 
c i r ~ ~ m ~ t i t r l ~ e ~  in which the decision was taken, that rherc a e  scfficirr~~ 
grounds to hold the officer responsible for the subsequent non-utilisation 
of the monorail. Incidentally, the particular officcr has rc\igri~d frcm 
service in Octobcr 1962. 

2. It is admitted that i t  is necessary to tighten up the pocrdure for 
drawing up, submission and sanction of projects. A new procedure 11.15 
already been introduced in respect of projects in the Public Scctor Undcr- 
takings. A copy of the orders prescribing this procedure is att:rclled (vide 
Annexure IV). Thesc are being suitably adapted for in~plcmcnt;~tion ~ r .  
departmental undertakings. 

3. It is expected that the n~onorail could bc: ins~r l ld  :di~ith advantap 
in the Gun Carriagc factory. The plan for its inmllation has bcen prc- 
pared, is under scrutiny. As it is cxpcctcd that the monorail could bc 
made use of, the question of its disposal has not nrisen. 

Minisrry of Defence (Deptt. of Defence Production) 
File No. 26(5)/68/D(PA), dl. 1-3-69. 



A N N E X U R E  JC' 

N o. 2(75)/68-BPE (GM) 
GOV~RKMENT OE INDIA 

Ministry of Financc 
Burcau of Public Enterprises. 

New Dclhi, the 23rtl April, 1968. 

OFFICE MEMORANDUM 
SUBJECT :-Procedure for scrutiny of project proposals. 
In the contcxt of the imperative need for proper preparation and adequate 

scrutiny of the proposals for projects, certain procedures haw already been 
laiddown in letter No. 1942/DPM/67, dated the 3rd August. 1967 from thc 
Deputy Primc Ministcr and letter No. 3213-S(IPF)/67 dated the 5th August 
1967 from the Secretary Expenditure. For facility of refercncc these pro- 
cedures which envisage the following three distinct stages prior to thc 
according of fimt sanction for all new projects or expansion schemes arc 
summarised below :- 

( i )  Formulation of project : Projects arc generally formulated b! 
thc administrative Mininrics when the Five Year Plan is being 
drawn up, but in somc cases new projects take shape also during 
the Plan period. This stage should normally begin as soon as 
thc sectoral programmes in the Plan are settled and should goas- 
rally conclude with the commissioning of one or more feasibihty 
studies. Bcsides the administrative Ministry (Which should taiu: 
thc initiative) the Planning Commission and the Finance Minis- 
try are also vitally concerned with the initial stagc of project for- 
mulation, when the n~xd for a additional investment in the pub- 
lic scctor has to bc established. and thc scope for such invest- 
ment is determined in broad terms. The Departments of Et- 
pcnditure and Economic Affairs in thc Finance Ministry both  
being concerned with project forrnulstion, 3 joint unit. function- 
ing for this purposc in the Finance Ministry. with onc Joint Secre- 
tary in thc Dcpartmcnt of Economic ARairs and Director (Capital 
Budger) in the Department of Expcnditure. is associattd in all 
discussions. preliminary studics, ctc. underlaken by the Minis- 
irks at thc planning stagc of new proj~rth. H7hCn it is decidd 
that n feasibility study is to be commissioned, the approval of 
the Financial Adviser is sought for the cspenditure in- 
volvcd. 

(ii) Prepararbr~ of Fcasibiliry Srrrdy : Since the Studrs!, about tilt 
economic, comtnercial and financial aspccts of projects iirc asen- 
tial prc-rcquiitcs for sound investment decisions. the absolute 
nced for the preparation of feasibility studies as thoroughl, 
as possible on the lines indicated in thc Pianriinp Commission;3 
Memorandum "Feasibility Studies for Public Sector Projects" 
has bccn emphnsisd. Such feasibility study will n o n d l y  bc. 
the basis on which an investment decision can hc. t a k a  by Go- 
vernment. The feasibility study will be referred by the adminis- 
trative Ministry (enclosing at ledst four copies) lo the F i m i a ]  
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Ad\:iscl. who will bc the focal point for ail references from this 
stage, and who will be responsible for arrangiag such consult,a- 
t r r t i o~~ ,  as niay hc necessary. with ofl~cr parts of Finance Mmls- 
try including Department of Economic Alhirs and Bureau of 
Public Enterprises. I f  p:irticular sources of cxternnl credit 
have to be explored for financing thc project in question; the 
Dcpartnlent of Eco~lomic Affairs, in the appropriate Division, 
is to be consulted hy the administrati\c Ministry. kccping the 
Financial Adviser informed. When a feasibility study has b d l  
:tcccptcd. and the inveslme~ll approved in principle. clearnncc 
cuuld he givca for prclinii~~ary cspendi~urc pcndinp the pre- 
p;iration of' thc dctiiild cnginccring designs and cost csti- 
malcs. 

(iii) Prcp7rnrion qf' N Di~ta i ld  Ppiclcl Rqwrr : M'hcrc thc feasibility 
study givcs sufficient information as indicalcd in the Planning 
Commissionc's hlcniornndum. there may bc no nccd f o r  3 scpa- 
ralc D.P.R. Othcrwisc after the acceptance of' Scasihilitg study 
m d  approwl of the in\cstment. in principle. thc D.P.R. is to 
he corumissiond, or dct:dcd cnsinccring done and cost estimates 
,>rCp:lrcd ~pnr:itcl!.. dcpcnding up011 the circumstnnccs of fhc 
case. The solc pain( of scrutiny of D.P.R. or detailed cohl &ti- 
nlatej will again bc the Financial Adviscr. who ma!. howc\cr. 
consult t hc Rurc~iu or an! other qenc!. 

i. As :I supplement to ~ h c  in~lructions of Aupi~st. 1967. the f o l l o ~ \ ~ n ~  
procedures ;ire ;dso laid down. with a view ro furrhcr strcnrnIining illc pro- 
cedure for the formulalion and scrutin! of project rcports fc:tsihilil) 
,$dies :- 

(0) At the projcct formulation , t ap .  the in\c\imcnt Jcablon ~n 
principle. should he takcn In casc of cach prcyect at ;I mcctlng 
con\cned by thc Sccretar! if the Admmicrrati.rc M~nistr!. 8.. 
sides. the Sccretarie\ of the Mlnistrics of Financc and the In- 
d u & d  Developmcnl. Stxreta ry. Phnning Conimi\+~c)n 
also be associa~ed. Thc :idministrat~\e Mini'tr \hould In 
each care preparc and circulate in ad~nncc  a siinlnlm;lr) of the 
proposal. 



(e )  In case of all major projcm/apansions, the feasibility study 
, should give to  the fullest extent possible the details r uired i n  

the Planning Cornmis~ion's Manual and specially corn% mdn 
points indicated in the Annexure. 

( f) The Bureau of Public Enterprises assists in the scrutiny of: Fi+- 
bility/Project Reports, but in the present stage of its orpusat+q 
it is hardly in a position to associate itself with the preparaQon 
of such reports. However, the Bureau can assist in the drawing 
up of D.P.R./Feasibility Studies in so far as they relate to cons- 
truction and financial (as distinct from technical) aspect. It 
will also be relevant to point out that there are a number of 
consultancy organisations existing in the country, both in the 
public and the private sectors. As regards the information 
about existing capacities, both in the public and the private 
sectors, reliance should be placed on the Dinctorate General 
of Technical Development. 

k) On receipt of feasibility study, the administrative MmkU! 
should send sac i en t  copies to the Finance Ministry, Planning 
Commission and other Minisuies concerned together w i h  u sum- 
mary of the information required for financial examination. 
Once the respective views have been formulated, the Secretary of 
the Administrative Ministry concerned nlay if necessa~ . call 
an adhoc meeting of the Secretaries of the Ministries concern- 
ed (including the Finance Ministry) to reconsile differcn- 
ces. 

01) If fundamental ditkralces still exist the unresolved issues should 
he presented, if necessary, to the Cabinet or appropriate sub- 
committee of the Cabinet. Reference of such issues to another 
Committee of Secretaries is not necessary. 

(i) With the enforcement of the system of scrutiny of investment 
prop&> at the threr. qtjges of formulation, feasibility study. 
and DPR:Detailed enplneerinp costs, the Expenditure Finance 
Committee procedure wodd no longer be necessary. 

4. The above procedure will appl! to all fresh projects. including thc 
Public Enterprises of the Ministry of Defence (other than Ordnance fac- 
torics and Units catering only for the Defence Forces). and expansions. 
In the case of project!, or elpansion schemes. which are already being pro- 
cessed, this procedure need not be applied, unless the administrative Mini\- 
tries themsclva so desire 

D ~ r r c r u ~ ,  Bwrau 0) R ~ h h c  Enrerpue.~. 

r o  

All Ministr~cs'Drpanmrrrr 01' the ( ion ,  of Inbn. 
Cop!, ru :-- 



, . .. RewmmePQtton . . . . . .  . 
The commit& agree with Government that the long delay of eight 

years in arriving at a decision regarding the writing off the losses was not 
justified. The Committee feel that Government should look into the cu- 
cumstances in which this abnormal delay of eight years took place with 
a view to fixing the responsibility and devising ways and means of avoiding 
a recurrence of such cases. 

[Serial No. 18 of Appendix IV of the 16th Report (4th Lok Sabha) 
d the Public Accounts Committee] 

Action Taken 
'The c i r c u m s ~ e s  in which it took 8 years to arrive at the decision regard- 

ing the writing off/the losses due to cancellation/reduction of demands placed 
by the Services ori the DGOF has bee11 carefully scrutinised by the Govern- 
ment. It is observed that the case, being a complicated procedure one, led 
to extensive nothing between the DGOF, MGO's Branch in Army HQs. 
Ministry ~f Finance (Defence) and Defence. Meetings were also held at 
vari;ous times at various levels upto the Secretary's level. Besides, other 
items of work had to be given priority at the time of and immediately after 
the Sino-Indian hostilities in 1962 and Indo-Pakistan conflict in September, 
1965. No particular individual can, therefore, be held responsible for the 
delay. .Care will. however. be taken to ensure that such delays are not 
repeated in future. 
M. of D. (Department of Defence Production) 
File No. 4/5/68/D(Prod.) dt. 7-1 1-68. 



RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE 

WHICH REQUIRE REITERATION 

Recommendation 
The Committee agree that the most important consideration for the 

production of stores for defence purposes is the time factor and the priority 
indicated by the Forces. The Department of Defence Production have 
now a very large number of manufacturing Units and a number of them 
are capable of producing the same item of equipment. It is, therefore, 
absolutely essential that, for any rational distribution of orders, the nanage- 
ment should have a clear idea not only of the capacity available, the 
capacity booked and the spare capacity remaining, but also a precise ided 
of the relative cost and time factor involved. The Committee are not 
able to appreciate how in the absence of such basic data, the Director Gene- 
ral, Ordnance Factories, is able rationally to distribute the orders in the in- 
terest of achieving economy and efficiency. The Committee therefore, 
cannot too strongly stress that the Method Study Cells in the Department 
of Defence Production should effectively discharge their responsibilities 
by providing reliable data for the rational distribution of orders for the 
manufacture of stores and equipment as the Ordnance Factories. 

[S. No. 7 of Appendix 1V of the 16th Report (4th Lok Sabha) 
of the Public Accounts Committee]. 

Action Taken 

At present Method Study Cell is engaged on studying the major items 
of production and their recommendations and suggestions are being scru- 
tinized by the respective factories for implemet~tation to the extent feasible 
under the existing condition of Plant and Machinery available in the fac- 
tory. As regards the Ad-Hoc items, the number of items being exceed- 
ingly large and the quantities on individual items ordered from time to 
time being consid:r:iblg small n s  cornpdred to major itcms of prod~.ctions, 
dccisions for allocation for manufwturt of thc' Ad-Hor o r d m  ar: taken 
on the basis of urgency of requirements; even though in some cases this 
may be slightly higher in cost. In most cases the factories which were 
entrusted for manufacture of these items in the past are asked to undertake 
manufacture of subsequent orders also. While the Ordnance Facton'es 
organisation are aware of the varieties in cost, decisions and taken mostly 
on urgency of requirements even when this involves increase in cost of pr* 
duction. The cost factor is now being looked into and for future allocation 
of orders between more than one factory for any items, more detailed analysis 
will be camed out befort placement of orders. 
2. In order to streamline the working of the Method Study Cell, a 
programme has been drawn up to divide ordnance factories into four zones 
for training of senior non-gazetted staff working in Rates and Estimates 
sections and Method Study Cells by departmental o h r s  from Had-  
quarters. Under the programme, training has s~~rctssfully been 
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completed in  Method Study by 68 non-gazetted officers. With a view to 
building up a nucleus of stnffjofficers with a better background and advanced 
training on the subject training facilities available in the country have been 
availed. So far, one Dy. Manager, 4 Assistant Foremen and 3 chargemen 
have been trained in Method Study Courses conducted by National Insti- 
tute of Training in Industrial Engineering. 21 officers of the rank of 
Assistant Manager and above have also received advanced training in Works 
Study conducted by Defence Institute of Works Study. 

3. A proposal to have a regular Method Study Cell in every ordnance 
factory in a phased programme is under consideration. This will, how- 
ever take time, as trained men are not available for a cell in every factory. 

4. The hlethod Study Cells will be strengthened, as and when iicces- 
sary. depending uponthe nature of work. It, however, takes time to get 
the staff trained. 

Min. of Def. (Deptt. of Dcfcnce Production) 
Filc No. 4:6,68iD(Prod.)PC. dt. 1 1-10-68. 

Forther Information 

S. No. 7 ( i )  I t  has been slated in the Ministry's note 'The cost factor is 
now being looked into and for future allocation of orders bet- 
ween more than one factory for any item, more detailed nnaly- 
sis will be carried out before placement of orders.' 

Please intimate the progress made in completing the analyis 
and the progress made in allocation of orders as between d ~ f -  
ferent ordnance factories keeping centrally in view the cost 
factor. 

(ii) It is further stated 'A proposal to have a regular Method Study 
Cell i n  every ordnance factory in a phased programme is under 
consideration'. Pl.asc intimate the decision taken in thc  matter. 

S. NO. 7( i )  The allocation of ordersq for principal items of manufacture 
in ordnance factories is done in January and February each 
year. The background of the cost aspect is being kept in wew 
in all cases and decision will be taken after due consideration at 
the time of allocation of orders. 

( i i)  The matter is still under consideralion of the Government. As 
already stated in the Goxernment's reply to the recommenda- 
tion, the proposal to have a regular Method Study Cell in every 
factory in a phased manner will take time since trained men 
are not available in every factory and it takes time to get the staff 
trained. 

DADS has seen. 

h4. of D. (Deptt. of Dcfencc Production) 
F. N ,. 4/6,'68,'D[Prod.),'PC. dt. 24-12-68. 



Recommendation 
The Committee are distressed to note that in all six cases of rejection 

reported by Audit, had material of the value of Rs. 12.25 lakhs was supplied 
by other feeder factories under Government where it had already been tested 
and passed before despatch. This raises not only the question of the ade- 
quacy of the procedure for inspection which permits such bad material to 
be passed by the feeder factories, but also the larger question of efficiency 
and the reliability of materials and goods supplied by such ordnance factories 
direct to thc Armed Forces. 

[Serial No. 1 I of Appendix 1V Para 1 a 7 8  of thc 16th Report (4th I ok 
Sabha) of the Public Accounts Committee 1967-681. 

The Committee fccl that it should be poscible for the Government to 
evolve, in consultation with thc feeder and user ordnance factories, and 
Armed Forces, satisfactory standards for quality control. It should also 
be imprcsscd on the Inspection staff that the standards for passing mate- 
rials and components should be strictly enforced and improved. Where 
rejections in the ~nanufacturc of a particular item are detected to be unduly 
high, ;l thorough investigation should be carried out with the utmost expcdi- 
tion so as to dcvis.. auitablc remedial measures to check the losses and the 
possibility o i  introdu&ng inapcclion at various stages should be fully 
considered. 

[Serial KO. 12 of ,lppcnd~\ I \ '  Para 1 .79 of the 16th Report (4th l o k  
Sabll:~) of' tlic L'ublii Ac:i~t~i~ts ('omniittee 1W7-081. 

Action Taken 

Thc pruh lc~n  oi' ioipso\cment i n  yualit~ conirol \ r i l l t  rhc t:bject cj' eli- 
nlination of dcSccti\c m:lterials produccd in feeder factories at the incep- 
tion is rccciving acti\e considerntion of the Directorate Ciencr:~l of Ordn- 
ancc I-xtories and the Director Gcncral of Inspection. The General 
Managers of Metals and Stcel Factory, Ishaporc, Ordnance Factory, Kanpur, 
Ordnance Factory, Katni. Ordnance Factory. Anibernath. who are the main 
suppliers of ~naterials for ammunition items in forged rolled condition 
have been specially instructcd to tighten up the inspection procedure in the 
factories' Work inspection Section before the submission of material to 
lnspcctorate of Mctals or his representative (the latter is under thc DGI). 
Thc Chicf Inspector of' Metals is also taking suitable steps to improve the 
quality of materials and to eliminate to the maximum cstent possible the 
dekctiw ntaterials produced by the feeder factories. Specific measures 
taken by thc Chief Inspector of Metals in this connection arc : 

( i )  defects and discrepancies obserbed during inspection in all cases 
are brought to thc notice of the production section and i~ctory 
~nanagcnlent by appropriate cndorscment on relevant inspction 
notes; 

( i i )  where rejection or rectification appear as excessive or abnormal, 
the reasons and rcntcdial measurcs are discussed personally 
with the factory management; 

(iii) further periodical reports high-lighting hcaky rejections and 
reasons for them are prepared by Chief Inspector of Metals 
and forwarded to DI(Arm) with copics aldorsed to the General 
Managcr (Fys), and DGOF. 



2. The user factories which are mainly, Gun and Shell Factory, Cossi- 
pore, Ordnance Factory, Kanpur, Gun Carriage Factory, Jabalpur, Ord- 
nance Factory, Khamaria, Rifle Factory, Ishapore, Ordnance Factory, 
Dum Durn and such other factories have been also instructed (vide Anne  
xure V) to report the rejection percentages to the feeder factories as well as 
to DGOF for immediate investigation for evolving suitable remedial mea- 
sures to check recurrence of such losses and to introduce check points to 
reduce the rejections to the absolute minimum. 
3. As regards inspection, generally the materials are tested by the Ins- 
pectors in the feeder factories for chemical and physical properties only. 
It is possible in certain instances that some incipient defects such as below- 
holes, internal cracks, inclusions etc. may remain undetected in the indi- 
vidual ingots. The n~aterials can also deteriorate during storage before 
they are taken up for use. Such defects will only be detected by the Ins- 
pector when the material is subjected to further processes such as machin- 
ing. bottling, shot blasting etc. 

All the precautions that have been stipulated according to the standard 
practice of inspection ere being rigidly followed in all the stages, right from 
the stage of casting of ingots for the shells, bombs etc. In spite of these 
precautions, defects in the material that are considered inherent in the 
material itself are revealed at tliestage of subsequent operations and cannot 
in all cases be located earlier. Even after the item has been established 
for e number of years, such defects can occur and in fact they cannot be 
eliminated altogether although quality control is rigidly followed. 
M. of D. (Deptt. of Defence Production) 
Filr No. 4:4,68, D(Prod.1-Pt.1. dt. 11-9-68. 

ANNEXURE I' 
No. 005/16jAIB 

GOVCKNMCKT OF ~ N D I A  
Ministry of Defence 

Directorate General, Ordnance Factories 
6? Esplanade East. 

Calcutta-1 
dated the 6th May, 1968. 

The General Manager. 
Reference : Public Accounts Committee 1967-68-Sixteenth Rcport- 

Fourth Lok Sabha-PAC Recommendation No. I 1  and 
12. 

The relevant paras 1.78 and 1-79 are reproduced below for perusal of 
the General Manager. 
1-78. "The Committee are distressed to note that, in all the six cases 

of rejection reported by Audit, bad material of the value of Rs. 
12.25 lakhs was supplied by other feeder factories under Government where 
it had already been tested and passed before despatch. This raised not 



only the question of the adequacy of the procedure for inspedion which 
permits such bad material to be passed by the feeder factories, but also 
the larger question of efficiency and the reliability of materials and goods 
supplied by such ordnance factories direct to the Armed Forces." 
1.79. "The Committee feels that it should be possible for Govt. to evolve 

in consultation with the feeder and user ordnance factories and 
Armed Forces, satisfactory standards for quality control. It should also 
be impressed on the Inspectorate staff that the standards for passnig ma- 
terials and components should be strictly enforced and improved. Where 
rejections in the manufacture of a particular item are detected to be unduly 
high, a thorough investigation should be carried out with the utmost expedl- 
tion so as to devise suitable remedial measures to check the losses and the 
possibility of introducing inspection at various stages should be fully con- 
sidered." 
2. Recently in very many cases pointed out by Sr. DADS it was observ-' 
cd that in machining of Empty shells and Fuzes the actual rejection had 
exceeded the unavoidable percentage of rejection allowed in the respective 
Estimate. In few cases it has also been observed that the unavoidable red 
jection percentage has been revised in the past probably on the assumption 
that the previous percentiqcs \rere fixed on an unrealistic basis. 
3. The Gcncral Manager is required to review the cases once again and 
indicate in a consolidated list the Principal items of manufacture in their 
respective factories quoting the unavoidable rejection percentages incor- 
porated in Standard Estimates. Where the item of manufacture is common 
with any other Ordnance Factory the unavoidable rejection percentage is 
to be fixed in cunsiiltation with the General Manager of those factory 
factories so that such fixation is on a more broad based engineering e x p  
rience. This is intended to ensure that :- 

( i )  The unavoidable rejection percentage allowed for in the esri 
mate of cost is the lowest possible consistent with the Standard 
of manufacture desired. 

( i i )  Manufacture in Ordnance Factories is undertaken economi- 
cally . 

4. It is observed that in the loss statements submitted by the Machin- 
ing Factories for regularisation of losses due to  rejection beyond allow- 
able percentage of rejection in the estimate the reason for rejection is quoted 
as "Bad material such as cracks, pitted, eccentricity in bore in shells etc." 
In all such cases a r e  is to be taken to ensure that the cases of rejection 
has been brought to the noticc of the feeder factorylfactories including their 
inspectorate and the remarks obkhed  from them to ensure that they have 
gone into the problem before the loss statement has been submitted to the 
DGOF. Any loss statement received without such remarks from feeder 
factories and the respective Inspectorate will not be accepted for 
consideration. 
5. In order to avoid delays in processing such loss statements factory's 
senior staff in production section, store and planning including Works 
office should be instructed to bring to  the notice of GM/DGM any defect 
noticed in the production section immediately it is observed during produc- 
tion and they must not keep this undisclosed till the warrant is finally clos- 
cd as in that case ii proper investigation will naturally become difficult due 
to timc lap. 



6. Please acknowledge receipt of this letter and arrange for wide, circula- 
tion in the factory for information of all concerned. 

Sd/- 
~ d d .  DG. 

d 

for Director Gmcral, Ordnance Factoriw. 

Copy to :- 
ADG/QC, ADG/P(M), ADGIP & C, 
Sr. DADG/C, Section PIC, A/B Case No. 4661AIB.j 

Recommendation 

The Committee are not happy over the delay of several years in evolv- 
ing a procedure for the regularisation of losses arising from these rejections. 
The Committee feel that, apart from the formality of regularising these 
losses, what is more important is to analyse the reasons so as to take effective 
remedial measure. 

[Serial No. 13 of Appendix IV of the 16th Report (4th Lok Sabha) 
of the Public Accounts Committee 1967-681. 

Action Taken 

As regards the first part it may be stated that there is an existing pro- 
cedure for regularisation of losses arising rejection. The necessity for ex- 
peditiously dealing with cases of regularisation of losses is always borne in 
mind. The latest position in regard to the regularisation of the losses 
in question is furnished in the attached statement (vide Annexure VI). 
While every effort is being made to regulaiise the outstanding lose as quick- 
ly as possible, it is pointed out that some time is unavoidable in investi- 
gating the reasons for the rejections, as such cases involved more than 
one factory and rejections are detected at a latter stage during 
machining. 

2. As regards the second part in so far as the procedure suggested by 
tbe Committee that the cases of losses should be analysed in order to 

, find out the reasons and based on which effective remedial measures shouki 
be taken is concerned, it is pointed out that this procedure is already being 
followed in Directorate General of Ordnance Factories. Whenever a 
loss due to rejection is reported to the DGOF for regularisation, the loss 
statement is invariably analysed to ascertain the various causes of pc- 
jections and based on this analysis, suitable remedial measures for 
reducing the recunence of such losses are taken. So far as the rejections 
due to bad material are concerned, General Manager, Ordnance Factory, 
Kanpur, along with General Manager, Ordnance Factory, Kami and a 
repmentative of Inspectorate of Metals are going into the details 
of the causes of such rejection. Their report is awaited. As soon 3s 
the report is received, necessary further action will be taken. 
M. of. D. (Deptt. of Defence Production) 
File No. 4/4/68/D(Prod.) dt. 31-10.68. 



ANNEXURE VI 
Statemitt showinr positioil (as 'on 2-9-68) in respect of rejection outstanding 

and yet to be reguliuised 

Position as Position as 
shown in on 

Factory Annexure 2-9-68 
to 

Appx. I1 
to 

16th 
Report 
of 4th 

Lok Sabha 
I -- 2 3 

(Rs.) (Rs.) 
MSF . . . . . . . .  2,72,555 -95 2,05,790 45 
OFC . . . . . . . .  1,916.29 NIL 
GSF . 13.04.368 a 3 8  12,77,053 -83 
SAF . . . . . . . .  5,39,742 .oO 4,55,654 -00 
OFM . . . . . . . .  4.90.403 4 2  4,12663 a 5 4  
AFK . . .  24,61,692 44 21.74.689 63  
CFS . . . . . . . .  16,964 ~37 16,%4 ~ 3 7  
OFK . . . . . . . .  10,80,655.08 7.60.700.35 
OFB . . . . . . . .  55,576 ~91 23,167.98 
MPF . . . . . . . .  1,435 60 NIL 
RFI . . . . . . . .  1,27,862 42 41,198 a 8 8  

63,53,172.56 53,67,892.23 

Recommendation 

As spares are vital for maintaining operational efficiency of arms and 
equipment with the Armed Forces, the Committee suggest that the Direc- 
tor General, Ordnance Factories, should device a systematic procedure t o  
undertake their manufacture and supply in keeping with the require- 
ments. 

[Serial No. 16 of Appendix 1V of the 16th Report of the PAC (4th Lok 
Sabha)-1967.681. 

Since capacity for tile manufacture of these spares is admittedly avail- 
able with the Ordnance Factories, there should be no  reason for a m a r s  of 
demand to accumulate. 

[Serial No. 17 of Appendix IV of the 16th Report of the PAC (4th 
Lok Sabha)-1967-681. 

Action Taken 
After the Chinese aggression in 1962, the Services demands placed on 

the Dirtxtor General of Ordnance Factories registered a steep rise and 
consequently the number of extracts (i.e., authorities t o  factories to under- 
take manufacture) also increased considerably. As the capacity in various 
Ordnance Factories could not be immediately expanded commenswate with 



the unexpected increase in demands firstly because such sudden expansion, 
of capacity was not feasible and secondly because lt was not prudent to 
expand the capacity at considerable capital outlay without reasonable 
assurance of the continuity of the increased load for a sufficiently long period 
and therefore production against the extracts had to be necessarily spread 
out. 
2. The attached statement (vidt~ Annexure VII) indicates the numbers 
of extracts placed and the numbers of extracts completed from 1962-63 
(i.c. after Chinese aggression) to 1967-68 . This statement includes all the 
extracts issued on various Ordance Factories during these years (both 
for arms. equipment general stores as well as spares. Separate statistics 
for extracts for spares alone are not maintained. The old overdue extracts 
pcrtain mainl? to spares. It will he seen from the statenlcnt that the num- 
ber of extracts placed are gradually coming down from year to year while 
the number of extracts completed is going up and it will be reasonable to 
expect that after a few years the number of extracts placed and the number 
of extracts completed will generally balance each other. 
-3. Acceptance of Army's requirements for spares has to be done as 
a matter of routine and the Ordnance Factories cannot refuse demands for 
the spares on the ground of lack of capacity. There is, therefore, no alter- 
native but to plan production of the spares whenever demands for them 
are received . As emphasised by the Public Accounts Committee, the Direc- 
tor General, Ordnance Factories, has been systematically planning manu- 
facture of spares required by the Services. 

M. of D. (Deptt. of Defence Production). 
File No. 4 '5 168:'D (Prod.)-PC.-I1 

dt. 21-10-68. 







Recommendation 
The Committee would like the Government to devise suitable remediqe 

in the tight of experience so as to reduce to a minimum infructuous expendi- 
ture on account of cancellation of orders. 

The Committee need hardly stress that, with better coordination bet- 
ween the user (the Defence Forces) and the manufacturer (th8Ordnance 
Factories), it should be possible to get at the earliest information about 
variations in demand due to changes in requirements. Similarly where 
the development of manufacture of a store is likely to take considerable 
time, close liaison should be kept by the DGOF to make sure that the user's 
demand has not in the meantime undergone a radical change or ceased.so 
that expense on a developmental effort is not continued unnecessarily. 
The Committee cannot strongly stress the need for reducing the present 
ttme lag of three to four years between the placing of orders and supply 
SO that the production programme can be more easily adjusted in the h a t  
of the changing requirements. 

[Serial No. 21 of Appendix TV of the 16th Report (4th Lok Sabha) of 
the Public Accounts Committee]. 

Action taken 
The Committee's recommendation that Government should devise 

suitable remedies in the light of experience so as to reduce to a minimum 
infructuous expenditure on account of the cancellation of orders has been 
noted for .compliance. 
2. So far as better coordination between the user and the manufacture 
is concerned, such coordination is already being achieved by convening 
meetings at different levels at different times for discussion of matters 
of mutual interest between the indentors and the manufactures. 

The Armament Committee meetings are held three or four times a 
year. l%e meetings are attended by senior oflicers of the Service Head- 
quarters and also by Ministry of DefenceIDepartment of Defence Produc- 
tion. Any variations in demand due to changes in requirements of ser- 
vices are generally indicated in these meetings. Similarly where the deve- 
lopment of manufacture of a store is likely to take considerable time to 
DGOF reports on them in these meetings. 

The Production Review Meetings arc held in the Department of De- 
fence Production under the Chairmanship of Secretary (Defence Pro- 
duction) where, alongwith the representatives of the Services HQ., Minis- 
try of Defence representatives of Ministry of Finance (Defence) also 
are present. These meetings discuss in detail various problems con- 
cerning production in Ordnance Factories and take decisions. 
3. In pursuance of the recommendation made by the Committee, every 
effort will be made to reduce the time lag between the placing of orders and 
supply. 
M. of D. (Deptt. of Jhfence Production) 
File No. 4/5/68/D (Prod.) 
dt. 7-11-1968, 



Recommendation 
The Committee hope that, on receipt of the report of the Board of 

Enquiry, set up to investigate into the causes and circumstances of excess 
provisioning of the store and to determine loss if any and other related 
matters, remedial measures will be taken to avoid a recurrence of such 
cases. 

[SI. No. 22 of Appendix IV para No. 2 6 8  of P.A.C.'s 16th Reports 
(Fourth Lok Sabha) 1967-68!. 

Actioh Taken 
The findings of the Board of Enquiry set up in September, 1967 were 

scrutinised by the Director General, of Ordnance Factories and a further 
probe into the case was ordered with a view to determining the causes 
and circumstances of excess provisioning qn basis of relevant records 
available in the factory. For this purpose, a Senior Officer was deputed 
to Gun Carriage Factory Jabalpur to examine personally the relevant do- 
cuments and to endeavour to determine the facts leading to excess provi- 
sioning. 
2. As a result of discussions and examination of records at Gun Carriage 
Factory by the Senior Officer referred to above, the following facts came to 
light :- 

( i )  A quantity of 40,000 litres of paint red oxide ordered against 
Gun Carriage Factory's local purchase supply order dated 
24-12-62 had not been taken into account by Gun Carriage Fac- 
tory, as their assets while making fresh provision for this paint 
in MaylJune, 1963. Supplies against this purchase order ma- 
terialised from June. 1963, onwards and the last consignment 
was despatched to the factory on 15-9-63. 

(ii) Although the monthly cnsumption of paint red oxide was as- 
sumed as 10,000 litres per month to meet the planned out turn, 
the actual consumption per month was much less. 

(i i i)  No action was apparently taken by the factory in time to reduce 
the requirements of paint consequent on the reduced monthly 
target requirements of Boxes B-184, cancellation of production 
of Carriers No. 18 and 10. 

Accordingly, the General Manager, Gun Carriage Factory, ap- 
pointed a one-man Board of Enquiry for making a fresh investigation into 
the matter in the light of the discussions held. 
3. The proceedings of the Board of Enquiry confirmed that the asset 
of 40,000 litres of paint due against the local purchase supply order of Gun 
Carriage Factory, dated 23-12-62 had not been taken into account by the 
factory management and that the actual monthly consumption of paint 
was considerably less than the supposed Monthly Receipt of 10,000 litres 
per month. to meet the planned out turn of ammunition packages. 

The concerned non-gazetted staff were interrogated by the Board 
of Enquiry with regard to :- 

(a) non-inclusion of asset of 40,000 litres of paint due against the 
Gun:Carriaga Factory's local purchase order dated 2412-62, and 

(b) failure to take action to reduce the quantity of the paint to be 
procured, due to reduction in the requirement of ammuni- 
tion packages. 



Their contention was that the above action was not taken owing to 
the instructions given to them verbally by the then Divisional Officer (latc 
Shri V. A. Murthy) -8nd the then, Gencral Manager (late Shri A. D. 
Wilks). 
4. Since the quantity of paint which was procured in excess of require- 
ments for the provisioning period has already been subsequently consumed 
in the Ordnance Factories and as it is no longer possible to verify the state- 
ments made by the individuals concerned regarding the alleged verbal 

, orders given by the then officers, the Director Gen ral of Ordnance Fac- 
tories has decided to convey his displeasure to the individuals concerned, 
(a Foreman, a Storekeeper, a Supervisor and a Lower Division Clerk) for 
their failure to submit correct proposals and factual position to the higber 
authorities and also to warn the individuals to be careful in future. D~rec- 
tor General of Ordnance Factories has also issued instructions on 13-668 
to General Managers of Ordnance Factories that in all cases of provision- 
ing involving financial implications, individualsconcerned must obtain 
written orders of the officers concerned. 
5. To avoid recurrence of excess proiisioning in future. Circular letter 
No. 005/16/22-23/A/B, dated the 28th May, 1968 (vide Annexure VIII) 
has been issued to the General Managers of Ordnance Factories to ensure 
that provisioning of stores is made strictly in accordance with the instruc- 
tions issued from Directorate General of Ordnance Factories. Headquar- 
ters and that under no circumstances excess provisioning of any item over 
the authorised limit is made. Besides. it has also been urged upon thc 
General Managers to see to it personally that provisioning of stores is made 
on a rational and realistic basis. so that no occasion arises for capital being 
locked up due to excess provisioning. 
M. of D. (Deptt. of Defence Production) 
File No. 4(7j 681D (Prod.) 
~dt. 3-10-68. 

1'111 
NO. OO5,'16/22-Xi, AiB, 
GOVERNMENT OF I m  4, 
Ministry of Defence. 
Dircctorat: G ncriil. 
Ordnance Factories. 
6, Esplanade East. 
Calcutta-1, 
Dated the 28th ,140,~. 1968. 

All Ordnance Factories, (for personal attention of the General 
Manager). 

SUBJECT :-Pro~isio~t of stores it1 CX.CC\ r f  rcquirenintar -- 4 roidartcc of. 

In connection with an audit para relating to excess provisioning of ii 
store in an Ordnance Factory, the Public Accounts Committee have made 
the following observations, inter alia, in the 16th Report (Fourth Lok 
Sabha) of Public Accounts Committee 1967-68. 



6 6  . . . . . . . . . . . .excess provisioning of stores done erroneously r e  
,suits in the blocking of capital which could well be used elsewhere to 
greater advantage". 

2. The DGOF therefore desires that the General Managers should 
ensure that Provisioning of Stores is made strictly in accordance ~rlth 
Ministry of Defence letter No. 12/38/64jD(Prod), dated 2-9-65, circulated 
under DOOF letter No. Ol/XV/S/SP/C, dated 14-10-65 and that under . 

,circumstances excess porovisioning;of any item over the authonsed 
hm~t  is made. 
3. Kindly acknowledge receipt and confirm that the contents of this 
circular have been made known to and noted by all concerned. 

. 4 d .  DGIC, 
for D.G.O.F. 

4op.v to :- 
SPiI, SP/2, SP,4, SSP/, SPICA, 
E!M--(3 copies), E,C, PIProj. I, P Proj. 11. 

P~Proj. 111, P/V, PITA, P,EP. P'C (8 topic\) 
OW Group (IS copies). 

Recommendation 

The Co~nmittcc do not appreciate thc contention of the Ministry. Ex- 
cess provisioning of stores done erroneously results in the blocking of 
capital which could well be used elsewhcrc to greater advantage. 

[SI. No. 23 of Appendix IV, Para No. 2 a 1 3  of 16th Report (Fourth 
Lok Sabha) 1967.681 

Action taken 
The remarks made by the PAC regarding blocking of capital due to 

excecs provisioning of stores are noted. A circular has been issued to 
the General Mana ers of Ordnance Factories to see to it personally that f no occasion arises or capital being locked up due to excess provisioning. 
A copy of the circular is enclosed (vidc Annexure 1X). 
M of D (Dcptt. of Defence Production) 
File No. 4/7/68/D(Prod.) 
dt. 3-1068. 



ANNEXURE ZX 

NO. 005/16/22-23/A/B, 
GOVERNMENT OF INDIA 
Ministry of Defence, 
Directorate General, Ordnance 
Factories, 6, Esplanade East, 
Calcutta-], 
Dated tire 13/h June, 1968. 

All Ordnancr. Factories. 
(For personal attention of the Gen~ral Manager) 

Subject : Provision of stores in excess of requirements-Avoidance 
of. 

Re/erettre : This office circular No. 005 ' 1  6!22-Z/A/B 
dated 28-5-68. 

In continuation of the instructions contained in this office Circular 
quoted above. DGOF desires that the General Managers should see to it 
personally that provisioning of stores is made on a rational and realistic 
basis so that no-occasion arises for capital being locked up due to excess 
provisioning. 
2. General Managers may also please arrange to have instructions issued 
to all concerned in factories to the effect that in all cases of provisiontag 
involving financial implications, the individuals concerned must obtain 
written orders of the officer/oficers concerned. 
3. Kindly acknowledge receipt and confirm that action has been/is 
being taken accordingly. 
4 .  This issues with the appro\al of .4ddl. DG,C'. 

Sd/- 
DADG!PAC, 

for Dirccror Gatera/ Ordltar1cc Fmtorics. 



CHAPTER V 
RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF 

WHICH GOVERNMENT HAVE FURNISHED INTERIM 
REPLIES. 

Recommendation 
The Committee are disturbed to find that "capacity and load charts 

(of the ordnance factories) are not available" for most of the items and 
that orders are generally placed "without much of check on the feasiblty 
of production". It is, therefore, no surprise to the Committee that the 
percentage of incomplete warrants has risen during the last three years 
from 1:!.3 at the end of 1963-64 to 17 -6 in 1966-67. The Committee feel 
that, to check this malady the Director General should cvolve effective 
instruments of control which can be provided only through a methods 
and cost study. 

[ S .  No. 15 of Appendix 1V of the 16th Report (4th Lok Sabha) of the 
Public Accounts Committee] 

.,Action taken 
Capxity and load charts are available on all major items. So far as 

other items are concerned, considerable expertise and knowledge are avail- 
able in DGOF's HQ to ensure that work is by and large allocated to va- 
rious fdctories duly taking into account their installed capacity. Besides, 
production problems are discussed in great detail in the internal meet- 
ings in DGOF's HQs. Armament Committee Meetings and Produc- 
lion Re\ icw Meetings in the Minis@. The Government, howevcr, realise 
that the existing method of planning and coordination of production in 
Ordnanw Factories can be further improved. 
7. 111 order to effect this improvenw~t, the question of programming 
in the \ arious Ord. Fys. giving the items to be manufactured in each factory 
during the ytxr on a quarterly basis after taking into consideraton the 
plant capacity, the load condition in various Ordnance Factories and 
the priority of' the items, is under consideration. The ud-hoe orders on ex- 
tracts (authorities to factories to undertake manufacture) are also con- 
templated for programmmg on a quarterly basis by a centralised planning 
and coordination section. 
3. A Study Committee was set up on 13-3-68 for examining the various 
aspects 3s to how best the centralized planning and coordination cell can 
be orginised to take up planning of all the orders on DGOF in a methodical 
way. The Study Team has submitted their report on 7-6-68 which is under 
examination. Every effort is being made to reorganise the system of plann- 
ing and coordination of production in Ord. Fys. based on the mommenda- 
ttons of the Study Team as early as possible. 
4. The planning and coordination of production in mpect of placement 
of different orders or ordnance factories is, however, not the function of the 
Method Study Cell. The Method Study Cell has got a distinct function in as 
much as they are called upon to study certain problems of emiaing the exis- 
ting process of manufdcture of certain stores and to compare with the process 
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rin another factory with respect to the various materials and labour estimates 
and to give their views regarding the modification that is desirable for stream- 
lining the process. While an order is allocated, the help of the Method 
Study Cell is taken as and when required; it cannot, however, be considered 
as a regular process for Method Study Cell to go into every item of manu- 
facture unless they are called for. DGOF is contemplating to evolve n 
regular Method Study Cell in every Ordnance Factory in a gradual way but 
it may be appreciated that this will take considerable time as trained men 
are not available for immediately implementing the Cell in every factory. 
Considerable amount of training will have to be imparted to the individuals 
concerned before successfully establishing a cell in every factory. 
M of D (Deptt. of Defence Production) 
File NO. 4/5/68iD(Prod.)-PC 1 

.dt. 8-8-68. 



APPENDIX 
Summry of Maitt ~~ncl~ision~,'Reco~nmenJati~~~~ 

- - -. 
S. Para Ministry/Departrncnt 
NO. No, of concerned Recornrncndations 

Report 
---..--- --- 

I 2 3 4 
-,.---. .. -- - - 

I .  i .3 .  Ministry of Defence . The Cornmittec hope that rcplies to  the 
outstanding recommendations and final 
rcply in rcgard to the recommendation 
to which only interim rcply has so far 
been furn~shed w~ll be submitted to 
them expcd~t~ously after gettlng it vetted 
by Audit. 

. Thc Comrnittec propose to pursue the 
rccornmcndations madc in paragraphs 
1 35-1 5 7  (S. Nos. 8-10) regarding 
ofT loading orders for certain items to 
trade through thcir Report on the Ap- 
propriat~on Accounts (Defence Services) 
1966-67 and Audit Report 1968. 

. The Cornmittec will now deal with action 
taken by Govcrnmcnt on some of the 
recommendations. 

, The Committee can hardly ernphasir 
adequately thc need for rational pro- 
gramming of production jn ordnana 
factories. Such programmtng has two 
aspects. The manufacture of stores 
should be ailotted to the factory which 
is able to produce it at the chegpcst 
rate, as far as this is consistent with con- 
sideration of urgency of requirements. 
b i d e s ,  the manufacture of storcs, 
which are more economically pro-. 
curable from the market, should be kf t  
to thc Market. 

Do. . The Committee understand that, pursuant. 
to the recornmendahom made by a 
Stud) Group s t  up by the Dincta 
Gcncral of Ordnance factorits, produf- 
tion programming through a cen- 
agcnc, has been started on tbe basis 
of capacity and load charts, submincd 
by the factories. They bope this wouM. 
ensure rational allocation of tbc wo& 
load amongst tbr: various orrtnrna 
factories. In the process of Uoution. 
it is vital lhat the production cogt fm 
should also. be, continuously kept in 
v m .  Conwderlng that in pwx tinre 
"only 30 per, cent or  40 pr mat" 
of the fapaaty of rectory is urpObd 
In pf~ductlm crcn "urltncy of r e q w  
mcnt" s h d  not nonarUy stmd in 
the way of pmpnming amongst-difle- 
rent factoriks bang dwe pnmatll) .irn 
thc basis of cost consideration. 



Do. 

Do. 

Do. 

I 2 3 4 
4. 1 -12 Ministry of Defence , The Committee no!e that to facilitate 

proper programming, computer f w -  
litics were made available to the D* 
torate in 1964 and nlachine cWiCltY 
data is still behg collected from the 
concerned factorlea for being processed: 
The Cornmitt? hope that thc work in 
ths  respect wdU be spaded up. 

. Another aspect to which the Cornmittec 
would like to draw the attention of 
Government is .the. nee? to instil cost 
consciousness in lndiv~dual t'actories. 
The Committee note in this connec- 
tion that as far back as 1966, ~t was 
decided at a General Managers Con- 
ference to set up McthoJ. Study 
Cell in the various factories to andysc 
the processes and mcthods of manu- 
facture so as to maximise produchon 
and minimise wastage. The decision 
still awaits implementations, apparently 
due to shortage of trained men in thc 
factory. The Committee hope that 
the pace of traieng will be accelerated 
and effective units to secure produc- 
tion and cost control set up expcdl- 
tiously in each factory. 

. The Committee observe that ti12 num- 
ber of pending cases of rcjcitiom in 
manufacture awaiting imcstigation 
and regularisation arc still ver). 
large. As against rejections valucd 
at Rs. 63 -53 lakhs upto Mnrch, 1965. 
which were awaiting invcstrgatron when 
they last considered thc question, of 
rejcctiom valued at Rs. 53.67 lakhs 
wen: still pending as on 2nd kptcrnber. 
1%8. The Comrnittcc trust that 
thne outstanding caws \riil he cx- 
peditiously investigated and ncccssary 
positive rcmcdial measures in the light 
of the investinptions, will hc. t~ken.  

The Committee also note that, pursuant 
to their observations, steps Iiwe bccn 
taken to intensify inspection of s tom 
produced by the feeder factorits so as 
to rninimise re@ons by user fac- 
t o r i a  The Committee woulJ. how - 
ever, like to emphasise taat the 
inspection procedure rcsixd should 
be such that adequate cheAs and 
COnUols over the quality of tile prw 
dud, exist at each or the stages, of 
manufacture of the product in the 
f d c r  factories. I t  is also necessary 
that matrriill reccivcd for f o r w  
casting ctc. is adequately checked is 
10 quality before it, is aup ted  for 
use in the feeder factories so that the 
extent of ~pplicr'a rcpnsibility a 
abo The foregoing pro- 
@W6=hclp ,to idrntify ptp 
~ l y  the cause8 for rcstions that now 
m r .  



---.---- ----_.-----_U - 
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& 1 .22 Ministry of Defence . The Committee note that as on 1st Ikc- 
cember, 1968 the total n u m k  of 
pending orders awaiting execution by 
the Ordnance Factories was 8,278. 
Of these, 5502 pending ordm alone 
were accounted for by 3 factotieS. 
The Committee would like it to be 
investigated whelher there are any 
special bottknecks in these factories 
which need to be attended to. The 
Comrnittec need hardly add that G o m -  
rnent should also examine the 8copc 
for clearance of these ordm through 
their redistribution amongst the various 
factories if possible. Spoed IS of tho 
easence of comply~ng wlth Defeace re- 
quirements. Delay in execution of 
orders, apart from pushing u cosi, 
and hamping operational e&- 
might cause infructuous e x p e m h d  
also as with changing equipmmt 
priorities of the Forces item belated 
supplied might w& turn out. to k not 
required when actually supplrcd. 

Do. 

Do. 

Do. 

. Another aspect of these pending orders 
is that 968 of these, i.e.. about the o m  
ninth of the total, have been awaiting 
exeattion sipoe 196363 or even earlier. 
The Committee would like these and 
other old orders to be reveiwcd in 
consultation with the identors, so that 
such orders, as arc not required to 
be executcd now, in the light of chat@ 
requirements, are cancelled. 

. The Committee would also like a rerim, 
of !he pending orden to be made to 
as catain how far they could be con- 
veninently met by Trade. 

The Committee note that in ordn to 
have better coatdination bmv#a the 
user and tbe manufacturer; Anna- 
ment Committee meeting and Produc- 
tion Review meetings are puiodically 
held apart from the meetings con- 
at different levels for dimmion of 
mattors of mutual intuest. It is, how- 
ever, not clear whether at these msel- 

prodction arc also specificany mirarsd. 
T h e C 0 m m i t t w ~ d r a t  tbeMbpir- 
ay should cxamura the pnsaot anmg- 
ments for am+ing thc mplrulrcbtaet 
of the cilanm la the of 
~ h w r t i n ~ t o c r n = w ~  
action is taken to ruspmd cr -1 
cdm and avdd mnfructuorr ax. 
penditurr. 



12. 1 ~ 3 2  Ministry of Defellcc . The Committee note from the informa- 
tion furnished to them that general ins- 
tructions about provisioning havc becn 
issued by the Directorata General of 
Ordnance Factories from time to time. 
It might be an advantage, if as a fati- 
lity to the provisionin wing .in the 
Factories a consoliahxf provn~oning 
Manual could be brought out indicat- 
ing the guide lines for stocking of stores 
and for periodical review of existing 
holdings, particularly those which 
involve expenditure in foreign exchange. 
The Comnlittcc understand *that the 
computer system installed in the Dim- 
torate in 1964 is inter alia intended 
to facilitate #Material Planning'. So 
that purchase and stocking of stons 
could be cfficiently and economically 
done. The Committee also under- 
stand that the application of the corn- 
puterised system to some of the fac- 
tories is awaiting amendment of the 
existing Factory Accounting Rules. The 
Committee would urge that a decision 
on this point be speeded up so that 
the factories are equlpped wlth uptodate 
techniques of stores control. -- 
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