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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been
authorised by the Committee to submit the Report on their behalf,
present this 31st Report on Action Taken by Government on the
recommendations contained in the 9th Report of the Committee on
Public Undertakings (Eighth Lok Sabha) on Bharat Electronics
Limited—Objectives and Implementation of Projects.

2. The 9th Report of the Committee on Public Undertakings was
presented to Lok Sabha on 29 April, 1986. Replies of Government
to all the recommendations contained in the Report were received
by 13 April, 1987. The replies of Government were considered by
the Action Taken Sub-Committee of the CdOmmittee on Public
Undertakings on 24 April, 1987. The Committee also considered
and adopted this Report at their sitting held on 24 April, 1987.

3. An analysis of the action taken by Government on the recom-
mendations contained in the 9th Report (1985-86) of the Committee
is given in Appendix VIII.

New DEevut; K. RAMAMURTHY
April 29, 1987 Chairman,
Vaisakha 9, 1909 (S) Committee on Public Undertakings.

(viD)



CHAPTER {
REPORT

The Report of the Committee deals with the action taken by
Government on the recommendations contained in the Ninth Report
(Eighth Lok Sabha) of the Committee on Public Undertakings on
Bharat Electronics Ltd. which was presented to Lok Sabha on 29
April, 1986.

2. Action Taken Notes have been received from Government in
respect of all the 32 recommendations contained in the Report.
These have been categorised as follows:—

(i) Recommendations/observations” that have been accepted
by Government

Sl. Nos, 1—4, 6—10, 17—20, 25, 30 and 3I.

(ii) Recommendations/observations which the Committee do
not desire to pursue in view of Government’s replice

Sl. Nos. 5, 11, 21—24, 29 and 32.

(iii) Recommendations/observations in TrespeLét of which
replies of Government have not been accepted by the
Committee.

Sl Nos. 12, 13, 14—16 and 26—28.

3. The Committee will now deal with the action taken by Gov-
ernment on some of their recommendations.

A. Diversification Programme of Ghaziabad Unit

Recommendation (S1. Neos. 12 and 13, Paragraph Nos. 3.67 te 3.69)

4. The Committee had expressed their concern over the delay
of two years and omission of specific time schedule in the scheme of
diversification programme for balancing Ghaziabad Unit. The
Company had only envisaged targets of production and investment
without any time schedule. Although the diversification scheme
was to be launched in 1975-76, a beginning wes made only in 1976-77
and the Unit could not make any headway in achieving the increased
production. None of the items transferred from Bangalore Unit
had been firmly established in regular production line prior to
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transfer. Out of the five items planned, one meant for defence did
not reach the production stage as the development project itself was
abandoned. Another item under development at Bangalore Unit
wag not transferred but productionised there itself. The production
of remaining three items commenced only in 1978. Even the re-
presentative of BEL admitted in evidence before the Committee that
“decision to transfer certain equipment to Ghaziabad proved wrong
because of certain compulsions of the product-mix at Ghaziabad
Unit changing.” Considering it a clear case of lapse, the Com-
mittee had recommended that the matter should be enquired into
with a view to fixing responsibility.

5. The Government in their reply have stated that as most of
the products transferred from Bangalore for production in Ghazia-
bad were new, the Company ran into many technical snags which
could not be anticipated at the time the diversification programme
was drawn up. The Government have also stated tha! the study of
the circumstances and the manner in which diversification pro-
gramme was implemented has revealed that it was due to the
circumstances beyond human control as a result of which the delay
occurred. They have felt that an enquiry to fix responsibility is
unlikely to bear any fruitful results.

6. The Committee are not satisfied with the reply of the Govern-
ment and have gathered the impression that tlie Government is try-
ing to cover up the delay under the pretext of techmical snags. The
Comniittee reiterate their earlies ;ecommendation for the setting up
an independent cnquiry to bring out the facts. The Committee re-
commend that enquiry may be conducted without any further de-
lay and the Committee apprised of the result within 3 months.

B. Supply of UHF Radio Relay Equipments to P&T Departments

Recommendation (SI. Nos. 14, 15 and 16, Paragraph Nos.
3.70 to 3.74)

7. The Committee have noticed that the P&T Department placed
orders for 80 bays of UHF Radio Relay Equipments with BEL in
May 1974 and later on increased its order to 104 in November, 1976
at the instance of BEL. As per terms of agreement, the de'ivery
was to commence within 6 months from the date of placement of
order and to be completed within 18 months i.e. by November, 1975.
The equipment was originally to be manufactured in Bangalore
Unit where it was designed and developed but it was transferred
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to Ghaziabad Unit in July, 1975, under the scheme of balancing
Ghaziabad Unit much against the wishes of P&T Department as
they apprehended delay. The equipment did not meet the specifi-
cations and created reliability problem when installed. Due to in-
ability of BEL to manufacture the equipment according to original
specification, P&T Department shart closed their orders upto 58 bays
and resorted to import to meet their immediate requirements,

8. The Committee had also been informed that by 1979 BEL
could not supply even 30 bays and wanted to increase the price over
260 per cent i.e. to Rs. 2.55 lakhs per bay against the original agreed
rate of Rs. 0.97 lakh per bay. The Committee had not appreciated
the failure of BEL to meet price and quality requirement of P&T
Department. The Committee had also not appreciated the reaction
of P&T Department for short closing the orders and going in for
import specially when their technical Director had examined and
stated that equipment conformed to specifications.

9. The Committee had also pointed out ir. Para 3.73 that in terms
of instruction issued by Government in 1972, the Company should
have made a thorough analysis of demand and cost of production
before undertaking manufacture of new item so as to minimise the
losses. But the Company embarked on the venture for the manu-
facture of UHF Radio Relay Equipment unsuccessfully and incurred
huge losses. The Committee had therefore recommended thorough

investigation of the whole matter with regard to fixing of the res-
ponsibility.

10. In reply, the Government have stated that there was a close
coordination between the Development Wings of P&T and BEL in
the design and development of the equipment. The defects that
came up during the course of development and producton were
indeed attended to, in association with the P&T. On the price aspect
it has stated that reasonably accurate estimates could not unfor-
tunately be made at the initial stage when orders were sought. The
supply of the equipment to the P&T had to be short-closed at a
point of time when it was determined that the specifications were
required to be improved upon and the designs could not cater to
this new need. Thus, P&T’s resort to imports could also perhaps not
be avoided from the operation angle,

11. As regards the losses suffered by the Company, the Govern-
ment have stated that in such development and production pro-
grammes, at times the commercial results may not be always
viable and satisfactory. Viewed in totality, holding an enquiry into
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this* matter is unhkely to reveal anythmg new or pm-pomt
individual whose actions or decisions directly or indirectly resulted
in some loss to the Company.

12. The Committee are noi convinced with the Government’s re-
ply. No new grounds have been advanced to )ustlfy the delay in the
supply of equipment resulting in closing of orders by P&T, due to

’whlch the Company suffered heavy losses. The Comgnttee, there-
fore, reiterate their onomal re: ommendatnon and recommcnd that‘
the whole issue may be thorough]y mvestigated wtth a view to ﬁxmg_
responsibllity The enquiry may be conducted by an mdependent"
body free from any internal pulls and pressures. The result of the
enquiry may be communicated to the Committee within 3 months.

C. Production of Integrated Circuit (ICs)—Collaboration agreement
with Radip Corporation of America (RCA)

Serial Nos. 26 to 28 (Paragraphs Nos. 3.157 to 3.161)

13. The Committee had found that the board of Directors of
BEL decided in December, 1969 that BEL should enter into the field
of ICs from technological angle though market-wise the demand for
these devices was very modest. Accordingly, the demand of ICs was
calculated by BEL on the basis of requirement of ECIL and ITI,
the two main professional manufacturers who were then told of the
range of ICs being manufactured by BEL. The ECIL and ITI
accordingly, indicated their quantity and the time frame which
formed the basis for acquiring designs know how from RCA, the
development plans of ECIL and ITI did not materialise as the same
were overtaken by the latest advanced developments, the demand
expectation also did not materialise.

- 14. In order to acquire the design and production information in
respect of families of ICs, BEL explored the possibilities of acquiring
technology from Japan and other leading companies in USA. But
none of them was prepared to share their technology and only
M/s. Radio Corporation of America (RCA) which was not the fore-
most company in the world agreed to respond. BEL entered into
collaboration agreement with RCA in 1971 for a period of 10 years
The agreement expired in April, 1981 but was extended further upto
December, 1990.

15. The Cemmittee have also found that ICs produced with
collaboration ‘6f RCA were of very elementary level of technology
and covered medium scale integration (5000 to 10,000 circuits in a
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single chip) whereas currently the technology has advanced tre-
mendously in this field and in that very large scale (VISI) and very
‘very large scale (VVISI) chips with several million circuits in a
single chip, 'are being produced in the world,

16. As the ICs produced by BEL were not much in demand, it
resulted in the accumulation of huge stock by the end of 1984. On
the other hand, BEL was depending on imports for its own in-house
requirements. Accordingly, the Committee had also remarked that
when the very basis of the strength of collaboration agreement
entered with RCA had changed, the Company should have explored
the possibility of acquiring the latest technology for ICs from Japan
or other source in USA before extending agreement for a further
period of 10 years on its expiry in 1981.  Accordingly, the Committee
had recommended that the whole issue as {0 how the Collaboration
Agreement with RCA was originally entered into and why the
agreement was extended when the technology available from them
was not proving to be of any material help should be examined by
an independent body.

17. The Government in their reply have stated that the original
agreement with RCA was entered into by the Company based on
the technology consideration after an assessment by a High Level
Technical Committee headed by the then Scientific Adviser, Dr. S.
Bhagavantham. The IC technology was an emerging area at that
point of time as a technology leap over the discrete devices and the
Company had rightly felt that it should also enter this realm of
technology. The Company has also pointed out that even at the time
of entering into the agreement, the Company’s Board had noted
that IC project was essential from the technological angle and the
total Semiconductors operation of the Company would be required
to be viewed as a whole, from viability point of view. Therefore,
it would not be correct to state that the technology available from
RCA was not of material help. It has also been stated by Govern-
ment this extension in the agreement has enabled the Company to
bring out new types of devices such as those required for other
Television Receivers.

18. The Government have also stated that the enquiry into the
collaboration agreements is hardly likely to come to any conclusion
which could serve as a guideline or yardstick for future collabo-

rative arrangements.
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19. The Committee are not convinced of the Government reply.
The Committee have gathered the impression that the Government
is trying to avoid the issue of holding an enquiry into collaboration
agreements with RCA on arguments which are not very valid. The
Committee desire that the Government should not arrive at any
conclusion as to the futility of the enquiry before actually holding
it. The Committee, therefore. rciterate their earlier recommenda-
tion with regard to the holdi:. of an enquiry as to the collaboration
agreements entered with RCA by BEL. The Committee would like

to be apprised of the result of the enquiry within 3 months of the
presentation of this report.



CHAPTER 11

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY
GOVERNMENT

Recommendation (Serial No. 1, Paragraph Nos. 2.25 to 2.27)

The Committee note that in pursuance of the recommendation of
the Administrative Reforms Commission (ARC), the Bureau of
Public Enterprises (BPE) had asked the Government Companies as
- far back as in November 1970 to initiate action to have objectives
and obligation of Public Undertakings under them laid down in
consultation with the Ministry of Finance. Again, in 1979, BPE
issued further insiructions to the Ministries to advise their Public
Undertakings to formulate micro objectives consistent with broad
objectives spelt out in Industrial Policy Statement of December 1977.
The Committee find from the Audit Report that in pursuance of
this directive, Bharat Electronics Ltd., (BEL) forwarded a note
to BPE in November, 1979 with a copy to the Ministry of Defence
(Department of Defence Production) detailing a Corporate Plan,
(policy objectives), micro objectives along with a Corporate Plan,
without getting them approved by their Board of Directors,

From the facts placed before them the Committee find that the
Department of Defence Production and Supplies considering the
‘objectives framed by the Company being of short term nature only
had communicated to the Company .in December, 1979 their obser-
vations on the Corporate Plan objectives framed by the Company.
These were placed by the Company before the Board of Directors

for consideration only in May, 1983 and were got approved by
Board.

The Committee are unhappy over the inordinate delay of nearly
three ‘and a half years on the part of the Company in getting their
objectives and obligations approved by the Board of Directors.
What is worse is that the Company instead of improving upon the
objectives and obligations in the light of comments of the Ministry
of Defence of December 1979, got the objectives and obligations as
originally framed by them approved by their Board of Directors in
May 1983. The Committee are surprised that after giving their
comments, the Ministry never followed up with the Company to
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know the progress made or the final outcome. The Committee
believe that objectives and obligations of each Company have to
be approved by the administrative Ministry.

If that be so, it is but necessary that the objectives and obliga-
tions as approved by the Board of Directors should be submitted to
the Ministry and got cleared by them so that the areas of opera-
tions are clearly known to the Company and it is able to draw its
programmes and activities on those lines and execute them in a time
bound programme. A copy of the objectives and obligations has
also to be sent to the Minisiry of Industries (DPE).

Reply of the Government

The Corporate Plan was submitted by the Company in Novem-
ber, 1979 anticipating that it would be possible to get approval with-
in a short time for the 2 new equipment factories which were pro-
posed in the Plan and which had been cleared by the Expenditure
Finance Committee of the Government during mid 1979. The
proposal for the third factory for which the licence agreement with
M/s Corning had also been concluded had also been submitted for
approval.

During the year 1980-81, certain exercises pertaining to long Term
Planning of Services’ requirements were being held in the Ministry
_of Defence and the methodology pertaining to indigenous develop-
ment/production. were being considered. However since the
Defence Services requirements apparently took time to get formu-
lated, the company decided to place before the Board the Corporate
Plan as had been prepared in November 1979 for their approval and
the Board was informed that the revised Plans would be worked
out when decisions pertaining to the three new projects sent to
the Government for capacity augmentation were available.

The final approval for these projects were accorded in Septem-
ber 1982 and October 1982. The chronology of events justifying the
time taken in processing the case for sanction were made available
to the Hon'ble Members of COPU ‘at the time of oral evidence. For
-drawing up a revised perspective Plan, certain inputs pertaining to
the Defence Plans were needed and were considered necessary. It
would' be relevant to quote here the Defence Ministry’s comments
gven in page 9 of the CAG’s Report which read as follow:

“A considerable part of the operations of BEL is related to
Defence Plans of the Government. Secondly, realistic
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projection of the Company’s Plans beyond 1986 would be
possible only when the Defence Plan beyond 1986 is
finalised’

t

The guidelines given by the Ministry of Defence, 1979 have been
adopted by the Company te the extent possible. The Company has
appointed a General Manager (Corporate Planning). The Company
has submitted its Perspective Plan for 1985—90 (7th Plan period)
in June, 1985. It is based on the projections given by the Defence
Services and other Govermiment departments. Long term Plans
for 10—15 years could not be drawn up so far as the users have not
been able to project their requirements beyond 5 years. This is
partly attributable to the fast rate of obsolescence in electronics.
ThePerspective Plan 1985—90 lists out the areas in which the
Company intends to invest and expand. Programmes and activities
are planned or the lines indicated in the perspective Plan and ex-
cented in a time-bound manner. Government have taken note of the
perspective plan of the Company and periodic reviews are under-
taken at Government level to ensure that, to the extent feasible,
the targets and objectives as listed in the perspective Plan are
achieved.

[Ministry of Defence, Department of Defence Production and
Supplies No. 17(13)/85/D(BEL) dated 8th April, 1987.}

Recommendation (Serial No. 2, Paragraph No. 2.28)

The Committee further feel that it is high-time that a paper on
‘the actual performance of the Company during 1979 to 1986 in fulfil-
ment of its objectives and obligations is brought out and placed
before Parliament to enable the members to assess the growth and
activities of the Company on a realistic basis.

Reply of the Government
A paper on the performance of the Company for the period 1979

‘to 1986 is enclosed. (Appendix II)

[Ministry of Defence, Department of Defence Production and
Supplies No. 17(13)185/D(BEL) dated 29th Octcber 1986]

Vetting remarks of Audit

“The synopsis on Corporate objectives and plans (1979—86) and
achievements together with the Annexure Parts A & B have been
verified. Remarks are furnished below in respect of some items,

640 LS—2.
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1. Broad basing of production activities (para 2.1 and 3.1.1 in the
Plan): Part-B of the Appendix II.
Second Sub-para
Pune Unit

Following remarks s=2 offered:

(i) Image Intensifier Tubes are not being manufactured since
this could not be successfully developed by B.A.R.C. (Pro-
duction facilities were established in anticipation of deve-
lopment by B.A.R.C.) and the efforts of the Companyf
Government for entering into a techmical collaberation

agreement with an American Company have not been
successful,

(ii) Production of Image Converter Tubes is Nil/negligible for
want of orders.

(iii) Magnesium Manganese Dioxide Batteries produced in
very small quantities for want of orders.

(iv) Bulk production of Laser Range Finders js hampered for
the last 2 years with technical clearance problems.
Taloja Unit

The project for production of Glass Bulbs for Black and White
T.V. Picture Tubes in this unit is hampered due to time and cest over
runs as indicated below:

1. Date of Commencement of Project—November, 1982.

2. Original Target date for completion—May/June, 1986.

3. Revised (October 1986) date of completion—End April '87.
4. Original estimated cost—Rs. 2998 lakhs.

5. Revised (June 1986) estimated cost Rs. 4922 lakhs (64 per
cent increase).

ve
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Electronic Components area

- Manufacture of all the items mentioned in (a) to (h) is resulting
in lasses to the Company as may be seen from the following parti-
enlars.

(Rs. in lakhs)

IF B + Profit —Loss
i

1982-83  1983-84  1984-85

(a) (i) Power Devices . . =—24.57 —139.07 — 75.3§
(ii) Small Singal Devices . . +19.17 —28.18 —103.18
(iii) Integrated Circuits . =]53.29 =—140.16 —1(C.77
£ (iv) Solar'CellsI . . «=13.81 = 10.21 - 4.73
(b) Hytrid Micro Circuit. . = 1.33 + 3.97 — 1.13
(¢) X-Ray Tubes . + 5.26 = 33.34 — 12.60
(d) Passive Vaccum Devices . == 5.87 ~==32.29 — 37.23
(¢) (i) Cathcdc Ray Tubes . . == 2.02 =— 0.48
(ii) Liquid Crystal Display . =19.18 =—20.58 — 22.48
(f) Transmitting Tubes . . == 10'89 = 1.81 = 27.385
(). Micro Wave Tubes . . . + 2.84 + 2.30 = 16.49

Particulars for 1985-86 are not readily available with the Com-

pany.” i
Comments of Government on Audit remarks

Pune Unit i

In the paper on performance and achievements prepared by BEL
in response to the directive of COPU, the product mix revealing the
broad production activities carried out in each of the 9 units of BEL
bas been listed. In respect of the Pune Unit, it has been mentioned
that Image Intensifier Tubes, Image Converter Tubes, Magnesium

‘Manganese Dioxide Batteries and Laser Range Finders are the main
product line in this establishment, For the manufacture of Image
Intensifier Tubes in the country, it had been decided some years ago
that the country would have to go in for technology transfer for the
‘manufacture of Image Intensifier Tubes. Accordingly, an agreement
for technology transfer had been signed in October, 1984 with an
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American Company. However, due to non-resolution of certain
« safeguards stipulations by the U.S. Government, thé agreement has
- still not been finalised. Discussions have taken place with US Gov- -
ernment representatives and efforts are being made to finalise ‘the
. agreement at an early date.

‘In regard to Image Converter Tubes, the production is going on,
although on a lower scale as the users wish to procure the improved
version incorporating the Image Intensifier Tubes.

In respect of Magnesium Manganese Dioxide Batteries, the pro-
duction has picked up and some erders are on hand.

In the case of Laser Range Finders, there has been inconsistency
in the design parameters evolved by another agency as a result of
which bulk production has not commenced so far. However, all out
efforts are being made to resolve the outstanding problems.

Taloja Unit |

The production of Glass Bulbs for Black and White T.V. Picture
Tubes has already commenced at Taloja on the basis of assembly
of the glass bulb with imported parts. The manufacturing process
is expected to commence during the middle of this year, The revised
cost of Rs. 49.22 crores has already been approved at the highest level
in Government after giving justification for the increase which was
mainly due to higher cost of gas and electricity, foreign exchange
fluctuations, and increased prices of plant and machinery.

Electronic Components area

~ As far as the manufacture of Electronic components is concerned,
BEL is operating in a very competitive field and while the demand
for these components exists, it is not large enough to achieve econo-
.mies of scale. BEL can, therefore, manufacture only limited quanti-
.ties of electronic components and their sale on competitive rates
which results in losses to the Company. The Company is basically
.concentrating on the high technology end of the component industry
in the larger national interest rather than grow as a volume supplier
_of relatively lower technology components. In view of these circum-
‘stances, some losses in the manufacture of items mentioned in the
vetting remarks of Audit would be inevitable. In this regard it
needs to be emphasised that the overall financial performance eof
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BEL during the years 1979 to 1986 has been satisfactory as can be
:- seen from the profit after tax figures from the year 1979-80 onwards:

’ (Rs. in 11kha)
Y:ar Profit after tax
1979-80 . 381
1980-81 AT8
1981-82 . 938
1932-83 . 1021
1983-84 . . 1494
1984-85. . 1447
'1985-86 -. . 1445

7 The growth of the Company in terms of turn over has also been
-satisfactory as would be seen from the following table; - -

Year CTere Turn over in -
- . Rs. crores

1979.80 . .. soe . . 85 05

. 1980-81 . . . . 79.00
198182 . . e . . 127.29
198283 . . . 144 50
198384 . . YUt 16386
198485 . . . . . . 185.90

1985-86 . - . .. E . . 225 90

Recommendation (Serial No. 3, Paragraph No. 2.29)

Tae Cemitiee also note that when the Company snbr-itied. the
Corporate Plan to the Government in November 1979, it had antici-
pated that it would be possible.to get Government approval for the
three new equipment projects proposed in the Plan which had also
been cleared by the Expenditure Finance Committee during mid
1979. Accordingly, the Company concluded a licence agreement with
M/s. Cornings of USA and submitted the same to Government for
approval. The Government sanction for setting up the two new pro-
jects, was issued only in September 1982. The Committee further
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note that when the Board approved the Corporate Plan in
May, 1983 it was then informed that a revised Corporate Plan would
be worked out after decisions pertaining to the setting up three new
projects, sent to the Government for capacity augmentation were
available. Accordingly, the revised Corporate Plan (1985-80) coin-
ciding with the Seventh Five Year Plan was approved by the Board
and submitted to Government in May 1985. The Committee desire
that the revised Corporate Plan should be finalised by the Company
without any further delay so as to provide it a more definite basis
for planning its future activities.

Reply of the Government

The Revised Corporate Plan for the period 1985 to 1990 was sub-
mitted to the Government in May, 1985. Detailed presentation of
BEL’s perspective plan was made before the Raksha Mantri and the
three Chiet of Services by CMD, BEL in July 1985. The plan has
been finalised by the Company in the context of the existing De-
fence Plan. : T

[Ministry of Defence, Department of Defence Production & Supplies
OM. No. 17(13) /85/D(BEL) dated 29th October, 1966.]

Recommendation (Serial No. 4, Paragraph No. 2.30)

While explaining the delay in sanctioning the Corporate Plan,
the Secretary, Defence Production during his oral evidence sugges-
ted to the Committee that the best course for the Company would
have been to spiit the plan into two parts, viz., one relating to the
new projects requiring Government sanction and the other falling
within the exclusive power of BEL with which the Company could
have gone ahead without waiting for the Government sanction. The
Committee note that no such advice was, however, given to BEL all
along these years when the Corporate Plan was pending with the
Ministry. The Committee believe that during the intervening period
many meetings would have been held between Chairman and other
officers of the Company and senior officers of the Ministry to dis-
tuss and review the affairs of the Company. Surely, the Committee
expect the Administrative Ministries to properly guide the Under-
takings, under them when they find that they are working under
some wrong impression or are not clear on certain basic concepts.
The Committee, therefore, fee! that BEL ought to have been advised
by the Department of Defence Production well in time to split the
Plan rather than keeping the whole issue pending for over three
years.
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Reply of the Government

The Committee’s .observations that the Government could have
advised the Company to split the Plan into two parts are apt and
well taken and have been réted for future guidance. However, this
would not have obviated the need for processing BEL’s proposals
pertaining to setting up of new factories involving investment in ex-
cess of Company’s own power, and requiring specific Government
congideration and approvals in totality.

[Ministry of Defence, Department of Defence Production & Sup-
plies O.M. No. 17(13) /85/D(BEL) dated 9th April, 1987.]

Recommendation (Serial No. 6, Paragraph No. 2.32)

The Committee also desire that in order to vbviate such cases of
delays, BPE should consider issuing of clear guidelines about the
role of Government nominees on the Board of Directors of the Pub-
lic Undertakings in this regard. They should also lay down clear
guidelines about the areas in which the Plans could be finalised by
the Company itself and the areas where the Plan had to be got ap-
proved by the administrative Ministry or the BPE.

Reply of the Government

The BPE has issued guidelines about the role of Government
nominees on the Board of Directors of the Public Undertakings vide
its O.M. No. 18/1/84-GM dated 19th September, 1984.

The Government Directors have a dual role—as a Director of the
Company and as a Representative of the Government. The Govern-
ment Directors liaise between the Government and Public Sector
Undertakings and also form a channel of communication. They, how-
ever, cannot commit the Government in matter which the Public
Sector Undertaking has to refer to Government. They are also res-
ponsible for processing references to Government for Approval and
sanctions to ensure prompt action taken.

The demarcation of the powers of decision making between the
Board of the Company and the Government is given in para 5 of the
same O.M. However, the specific recommendations of the Committee
have been forwarded to the BPE which would be taking action in
consultation with the Administrative Ministry, to explore the possi-
bilities of issuing more specific directions.

[Ministry of Defence, Department of Defence Production & Supplies
O.M. No. 17(13) /85/D(BEL) dated 29th October, 1986.]
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Recommendation (Serial No, 7, Paragraph Nos. 3.16 & 3.17)

The Committee find that the proposals for taking up new expan~
sion projects prepared by BEL and submitted for approval to the
Board of Directors/Government, did not comply with Wt
guidelines of BPE issued in April 1968 and December, 1869 to in-
clude in the proposals the important features like demand study,
technical features, phasing of construction, profitahility, cash flow
analysis, cost benefit analysis, etc. The proposals gave only broad
outlines of products proposed to be taken up, estimated capital cost,
justification based on rough demand forecast. It is also reported
that there was no system of regular monitoring of the physical and
financial progress of projects under implementation and only in April
1982 such a system was intreduced.

The Committee are unhappy to note that the guidelines issued by
the erstwhile Bureau of Public Enterprises in April, 1968 and De-
cember 1969 have not been followed by the Company in letter and
spirit and they have not been submitting well-conceived proposals
of their projects for approval to the Board/Government, highlighting
the essential features of the project as per BPE guidelines. In order
to avoid time and cost over runs and to enable the Board of Direc-
tors/Government to appreciate to consider and approve the project
proposals in true perspective, the Committee recommend that the
Ministry should issue necesary instructions to all the Public Under-
takings under their contro]l that the proposals for taking up new
expansion projects should be prepared by the Undertakings in
accordance with the BPE guidelines issued in this regard.

Reply of the Government

All project proposals are generally formulated in accordance with
BPE guide'ines as issued from time to time. While issuing the sanc-
tions at the Government level approving various segments of the
projects, invariably a specific reference is made in the Government
letter that the relevant BPE guidelines sheuld be followed in the
implementation of the project.

[Ministry of Defence, Department of Defence Production &
Supplies O.M. No. 17(13185/D(BEL) dated 29th October, 19861

Recommendation (Serial No. 8, Paragraph Nos. 3.18 & 3.19)

The Committee also find that there was a system of submitting
to the Board, half-vearlv progress reports of major schemes under
imolementation and this practice was discontinued in December
1972. The reasons therefor are not on record. In December 1979 an
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appraisal on the investment made in 4 components viz, Receiving
Valves, Germanium' Semiconductor, Silicon Devices 'ahd Integrated
Circuit was submitted to the Board with a promise to put up a simi-
lar review in respect of other components. But no such review
appears to have been subm.tted so far. No appraisal on investment
in regard to investment scheme taken up as also conducted. It is
only in April 1932 that the Company introduced a system of regular
monitoring of the progress in the implementation of projects and
collected the expenditure incurred thereon. As a result of this, the
Company did not have till April 1982, ready and up-to-date details
of projects implemented earlier vis-a-vis cost overruns. In this con-
nection, the Finance Directors of BEL also informed the Committee
during evidence that “they have taken up the apprisal of functioning
only recently, because it was not being done earlier, We have taken
up only in the last 3 years”. The Company has also informed the
Committee that the quarterly financial statement is now being mail-
ed a every individual Director and a detailed discussion of schemes
takes place at the Capita] Budget stage.

* The Committee find that whereas monitoring is regularly carried
by the Ministry quarterly, half-yearly and annually, no proper moni-
toring is, however, done in the Company at the Board level as admit-
ted by the Defence Production Secretary in his evidence. There is
also no institutional arrangement for periodical review for both physi-
cal and financial progress of projects under implementation. As a
result of this, the Company did not have details of factual expendi-
ture incurred on each of these projects vis-a-vis the cost overrums.
This is not a happy situation. The Committee, there-
fore, feel that there is an imperative need for im-
proving the Project Management in the Company so
that the feed back of actual progress of the projects is re-
ported to the Board regularly and deficient areas or malpractices, it
any, coming to light are noted and timely suitable action taken to
rectify the shortcomings notice. The Committee would like to be
apprised of the action taken by the Company/Ministry in this
regard.

Reply of the Government

The Government has instructed the Public Sector Undertakings
to submit every month detailed progress report on the projects under
implementation and these reports are being monitored by the Gov-
ernment. BEL has reported that copies of these reports would be
also placed before their Board hereafter,

[Ministry of Defence, Department of Defence Production &
Supplies O.M. No. 17(13)/85/D(BEL) dated 29th October, 1986}
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Recommendation (Serial No. 9, Paragraph No. 3.20)

The Committee note that the Company have recently taken up
the appraisal of functioning of the projects/schemes which were
not done earlier for want of experienced persons and seven such
appraisals are reported to have been produced so far by various
Officers which have been processed and are to be submitted to the
Board. The Committee hope that the appraisals of functioning of
the various projects undertaken by the Company would be com-

pleted early and suitable measures taken to improve the perform-
ance of Company.

Reply of the Government

BEL has reported that in respect of the following 7 projects
audit appraisals have already been prepared and submitted to its
Board: —

i

1. Reciving Valves Prcject (1418t Board Mee-ing of 26-12-1979)
2. Germanium Semi Conductors ( —do— )
3. Silicor Semi Conductors ( —do— -)
4. Integrated Circuits ( —do— )
5. Transmitting Tubes (166th Board Meeting of 26-11-1983)
6. X-Ray Tubes ( —do— b)
7. Microwave Tubes

(177th Board Mee*ing of 23-3-1985)

In respect of 3 other projects, appraisal work is in progress. In
respect of major projects involving investment greater than Rs. 10
crores each, the Ministry monitors the progress through monthly

and quarterly reports submitted by BEL, in addition to the monitor-
ing by the BEL Board.

[Ministry of Defence, Department of Defence Production &
Supplies O.M. No. 17(13)/85/D(BEL) dated 29th October, 19861

Recommendation (Serial No. 10, Paragraph Nos. 3.23 & 3.24)

The Committee have observed from the Audit Report that there
was a long gestation period and considerable delay in achieving the
levels of production envisaged for various projects, i.e., T.V. Picture
‘Tubes. Integrated Circuits. Silicon.
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The Committee have dealt with these aspects in detail in the
subsequent paragraphs of this Report (Para Nos, 3.75 to 3.183). The
Committee would howevet, like to emphasise here that since the
prolonged gestation period and long delay in achieving the levels of
production ultimately affects the economic viability of projects, the
Company should take effective measures to ensure that there is no
slippage in the achievement of targets in so far as the new projects
under execution at present are concerned.

Reply of the Government

The Company has reported that they have noted the COPU’s
views and are taking effective measures to ensure that slippags in

achievements of targets do not occur for reasons within the control
of the Company.

{Ministry of Defence, Department of Defence Production and Supplies
O.M. No. 17(13) /85/D (BEL) dated 29th October, 1886.]

Recommendation (Serial No. 17, Paragraph No. 3.99 to 3.102)

The Committee note that with the advent of television broad-
casting in India, a proposal for manufacture of black and white TV
Picture Tubes was approved by the Board of Directors of Company
in November, 1967 at a total cost of Rs. 57 lakhs based on fixed type
of equipment in technical collaboration with Nippon Electric Com-
pany (NEC) of Japan. The Project was sanctioned by Government
in June, 1968 and contemplated the initial production of 30,000 tubes
in single shift basis from January, 1971. The production of tubes
was to be increased to 1 lakh in 1973-74 based on a rough forecast
of demand expected to be generated with reference to the only TV

‘Station then existing in Delhi. The production commenced in 1870.
n

In December, 1972, as a result of new TV stations coming up at
Calcutta, Madras, Lucknow, etc. the Board approved a revised pro-
ject estimate of Rs. 178 lakhs for increasing the production to two
lakhs tubes per annum in 3 shifts. This revised estimate was sanc-
tioned by Government in April, 1974. The estimate was further revis-
ed in August, 1980 to Rs. 210 lakhs without giving any reasons for in-
crease in cost for each components for project estimates and was
sent for sanction of Government in September, 1980. Even when
the sanction of the Government was awaited, the Board of the Com-
pany approved a further increase of capacity to 3 lakhs tubes per
annum involving an additional investment of Rs. 96 lakhs. Before
the Government sanctioned this increased expenditure, the Company
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incurred an expenditure of Rs. 212.25 lakhs upte 31st March, 1982
The Government sanction to the project was given in 1982, and the
.additional capacity of 3 lakhs tubes was achieved in 1985-86. )

The Committee find that the expansion project approved by the
Board in December, 1972, was sanctioned by Government in April,
1974 i.e. after a delay of 13 months, as admitted by Ministry and ulti-
mately, the project was implemented by the Company after a delay
of more than 4 years from the date of Government sanction. In this
connection, the Department of Electronics (DOE) had also com-
mented that ‘Local availability of TV Picture Tubes has remained/
much below the demand largely because of slow implementation of
production plans by Bharat Electronics Ltd.’ As a result of this
delay in completing major systems/built up of capacity and under-
utilisation of built up capacity by the Company and six other pri- -
vate firms licensed by DOE, the gap betw=en the indigenous produc-
‘tion and demand which rose from 0.27 lakhs tubes in 1975 to Rs. 1.68
lakhs in 1981 was met by imports. From 1974-75 to 1977-78, 3.45
lakhs tubes valued Rs. 459.02 lakhs are reported by Audit to have
been imported to meet this gap. .

In Committee's view, the delay of over 13 months on the part:of
the Government in sanctioning the revised project estimates and
then the enormous delay of more than 4 years on the part of the
Company in executing the project, especially, when the target time
fixed was 9 months, as admitted by CMD during his evidence is in-
excusable, in the context of the outflow of precious foreign exchange
to the tune of Rs. 459 lakhs for importing picture tubes. The Com-
mittee take it that there was no coordination between the Depart-
ment of Defence Production, Department of Electronics and the
Ministry of Information and Broadeasting which should have enabled
BEL to get an exact idea of the demand for picture tubes in the
context of new TV stations being set up and impress upon the De-
partment of Defence Production to clear the projects in the minimal
time. In this connection, the Secretary, Defence Production has
himself admitted in his evidence before the Committee that $f we
had processed the matter on a day-to-day or week-to-week basis
with better project management, we would have saved some more
time’. The Committee are. therefore, constrained to observe that
there was something basically wrong with the project formulation,
imnlementation. monitoring and control of the Project and responsi-
bility therefor has to be<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>