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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised 
by the Committee, do present on their behalf this Thirty-Fifth Re-
port on action taken by the Government on the recommendations 
of the Public Accounts Committee !contained in their Hundred and 
Nineteenth Report (Sixth Lok Sabha) on Defence Services. The 
Committee had in the earlier Report dealt with a case of delay or 
as many as five years in the development of empty bodies of the 
heat erosion Of an ammunition. In thi's Report, the Committee 
have reiteratfd their view that had the Ministry of Defence evinced 
some concern and supplied to the firm 'N prototype of the empty 
body of heat version, the production of the item could have been 
expedited. In another case, contract for supply of 75,000 empty 
bodies of the practice version of the ammunition was placed on a firm 
although genuine doubts had been expressed about the capacity of 
the firm to execute the order. The Committee have expressed the 
hope that in future before placing supply orders, the indenting 
authorities would, as per prescribed procedure, ensure that the 
capacity of the firm to execute orders is properly verified so as to 
obviate recurrence of such cases in a sensitive area like Defence. 

2. On 1 July, 1981, the following Action Taken Sub-Committee 
was appointed' to scrutinise the replies received from Government 
in pursuance of the recommendations made by the Public Accounts 
Committee in their earlier Reports:-

1. Shri Satish Agarwal-Chairman. 

MEMBERS 

2. Shri Sunil Maitra 

3. Shri K. P. Singh Deo 

4. Shri Hari Krishna Shastri 

5. Shri K. P. Vnnikrishnan 

6. Shri N. K. P. Salve 

3. The Action Taken Sub-Committee of the Public Accounts 
Committee (1981-82) considered and adopted the Report at their 
sitting held On 11 ~t, 1981. The Report was finally adopted by 
the Public Accounts Committee (1981-82) on 25 August, 1981. 

v 



(vi) 

4. For reference, facility and convenience, the recommendations 
and observations of the Committee have been printed in thick type 
in the body of Report and have also been reproduced in a consoli-
dated ,form in the Appendix to the Report. 

5. The Committee place on record theiT appreciation of the assis-
tance rendered to them in this matter by the Office of the Comptrol-
ler and Auditor General of India. 

NEW DELHI; 
August 25, 1981. 
Bhadra 3, 1908 (S). 

SATISH AGARWAL, 
Chairman, 

Public Accounts Committee. 



CHAPTER I 

REPORT 

1.1. This Report of the Committee deals with the action taken 
by Government on the recommendations and observtaions contained 
in their 119th Report (Sixth Lok Sabha) on "Contract for supply 
of Empty Bodies of an Ammunition" commented upon in paragraph 
26 of the Report of the Comptroller and Auditor General of India 
for the year 1976-77, Union Government (Defence Services) relat-
ing to the Ministry of Defence. 

1.2. The 119th Report was presented to the Lok Sabha on 3 April, 
1979 and contained 17 recommendations and observations. Action 
taken notes in respect of all these recommendations and observa-
tions have been received from Government and these have been 
cateorised as under:-

(~) Rcommendations and observations that have been accept-
ed by -60vt.-(Serial No. 12). 

(ii) Recommendations and observations which the Committee 
do not desire to pursue in the light of replies received 
from Govt.-Serial Nos. 1-5, 7-9 and 13-17. 

(iii) Recommendations and observations replies to which have 
not been accepted· by the Committee and which require 
oreiteration-(Serial Nos. 6 and 10-11). 

(iv) Recommendations an"d observations in respect of which 
Govt. have furnished interim J;eplies-Nil. 

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

Procurement of Empty bodies of ammunition from Trade (Para-
graph . ~S. No.6) 

1.4. Commenting on the delay of 5 years by the firm 'A' in the 
fabrication of the sample for empty body of heat version, the Com-
mittee had, in paragraph 1.110 of the Report, observed: 

"The Committee note that firm 'A' took as long as five years 
to develop sample for empty body of Heat version in 
April 1968 when this version was already developed ,  , 
and in production 'in the Ordnance Factory since 1962-63. 
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The long time taken by the mm has been-attributed by 
the Department to the fact that this store "is-highly 
specialised and complicated and rather difficult to manu-
facture" and further "the private sector was also not 
accustomed to the rigid quality control 'requirement,s of 
armament production in the initial stages". The casual 
approach of the Department in securing compliance of 
the order for supply of samples is evident from the fact 
that the original order of 12th December, 1963 did not 
even specify the date by which the advance samples were 
to be submitted by the :firm and it was only after a period 
of four years, as a result of after thought, that the firm 
was asked on 15th September, 1967, to submit advance 
samples upto 31st December, 1967, which date was later 
extended upto 29th February, 1968. As the Department 
at that time was fully aware of the urgency of the need 
for supplies of the store, the contract with the firm 
should have, at the initial stage, provided for a date by 
which the sample was to be submitted by the:firm. The 
Committee feel that in the absence of this stipulaton, the 
finn did not take the order as seriously as it should have 
done, resulting in an undue delay in the fabrication of 
the sample. The Committee are also at a loss to under-
stand as to why a prototype of the item already ~der 

production !in the Ordnance Factory together with its 
know-how was not made available to the finn so as to 
enable it to iCommence production straightway and not 
waste time, energy and resources in developing the same 
item de novo." 

1.5. In the Action Taken Note dated 30 June, 1980 the Ministry 
of Defence (Department of Defence Supplies), have stated: 

"Production of ammunition items in civil sector was taken up 
during the sixties. At that time Trade had absolutely no 
experience to manufacture this tyPe of stores. DGS&D 
had also taken up procurement of these items from Civil 
Trade for the first time. FO'r production of the items 
under the contract, the manufacturer had to produce! 
procure each and every component and get the same ap-
proved by the Inspectorate and only after all the compo-
_,nents had been approved the contractor was to produce 
the complete sample of the finished store for submission 
to the Inspection Authority. The private sector was also 
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not used to· the stringent quality control requirement of 
the Armament production. Therefore, the time reason-
ably required for the highly specialised and complicated 
work could not be visualised at the time of the p ~e ent 

of the order and in the absence of any experience in 
handling development contracts with DGS&D, no definite-
date for submission of advance samples was stipulated. 
It is pertinent to add that it was at about this point of 
time that the DDS itself was constituted as a spedalist 
agency for defence indigenisation and development of 
stares by civil trade. 

After placement of the order, the firm started procuring the 
required quantity of raw material and producing compo-
nents. The firm had produced and got approved some 39 
o ponent~ upto middle of 1967 leaving only two compo-
nents to be produced. At that point of time a definite 
date for sample approval was prescribed with a view to 
expedite production of these two components and the 
sample of the finished stores. All possible help was ren-
dered to the firm to ,enable them to submit the advance 
sample. A sample was available with the Inspectorate 
at Delhi and the firm had the opportunity to refer to it. 
It should kindly be noted that by merely having a sample 
the production of such a complicated store cannot sud-
denly be established. The Department even went to the 
extent of positioning a person with knowledge and 
experience of production and inspection of this store was 
attached with the establishment to render assistance. 

With better all 'rOund experience, in the contracts now being 
placed, time limit for submisson of pilot samples is being 
stipulated even in developmental contracts though it is 

I 

seldom achieved and, more often than not, has to be 
extended." 

1.6. The Committee observe that-empty body of heat version was 
, already in production in Ordnance Factory since 1962-63 but the 
Department while placing supply orders on firm 'A' did not supply 
a prototype of the item to the firm.. The reply now furnished by 
the Ministry that "a sample was available with the Inspectorate at 
Delhi and the firm had the opportunity to refer to it" is not satiS-
factory inasmuch as the finn had no means of knowing. that such 
a sample was already available. Even positioning of a person with 
knowledge and experience of production of stores did not help 
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matters at all. The Committee consider that had the Ministry 
-evinced. some concern, ~e production of the item could have been 
-expedited. 

1.7. The Committee find that the original order of 12 December 
1963 placed on finn 'A' for the development of empty body of heat 
version of the ammunition did not specify the date by which ad-
vance samples were to be submitted by the firm. No wonder, the 
firm took its own time, 5 years in the present case, to develop the 
product. The reason put forward by the Ministry of Defence that 
"in the ~ e of any experience in handling development contracts 
with DGS&D, no definite date for submission of advance samples 
was stipulated" is not satisfactory. This is a normal stipulation 
which any prudent buyer would always provide for. The Com-
mittee, however, take note of the reply of t t~ ini tr  that in the 
contracts now being placed, time limit for submission of pilot sam-
ples is being stipulated even in developmental contracts. 

N on-verification of technical and financial credentials of a supplier 
(paragraphs 1.114 and 1.115-Se-rial Nos. 10 and 11). 

1.8. In paragraphs 1.114 ami 1.115 of the 119th Report, the Com-
mittee had commented upon the irregular manner in which the 
contract for the supply of 75,000 empty bodies of practice ver ~on 

of an ammunition was placed on firm 'B' without verifying technical 
and financial credentials of the fiTm and had observed: 

"1.114. Yet another glaring lapse on the part of the Depart-
ment was the award of the contra::t for the supply of 
75,000 empty bodies to firm 'B' in December, 1970. It is 
perplexing to note that although firm 'A' had earlieT taken 
five years to develop a sample, this contract was awarded 
post haste to another firm 'B' without even verifying its 
technical capability and financial capacity for the exe-
cution of the contract. At the meeting held on 26th 
June, 19700, to discuss the procurement of this item, it was 
stated that theTe was only one offer from firm 'A'. When 
it was pointed out that it might delay the procurement 
of the store if it was entrusted toa new paorty, a sugges-
tion was made that firm 'B' might be entrusted if they 
were prepared to undertake the job on the terms and 
conditions which might be offered to fiorm, 'A'. In the 
brief' prepared for the meeting proposed to be held in the 
room of Secretary (Defence Production) on 25th July, 
1970, it was clearly stated that "it will be desirable t~ t 
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if any orders are to be placed on this firm, their capacity 
and capability governing this store should be inspected 
by the Inspector ...... " Further, at the meeting of 25th 
July, 1970, the Deputy Financial Adviser had also stated 
that "if there was any doubt about the capacity of this 
firm, we could take performance guarantee." All this 
sufficiently proves that genuine doubts were entertained 
about the capability of the firm. Yet, the contract was 
awarded to firm 'B' on the plea that it had earlier produc-
ed similar items and also as its quotation was B.s. 252 only 
as against the quotation of B.s. 510.25 in 1970 of firm 'A'. 
The much lower quotation of firm 'B' should h v~ been 
an indication of the fact that it had no real conception of 
the complexities of the job. It may be mentioned in this 
context that the cost of produ:::tion of the same item in 
Ordnance Factory was Rs .. 545.33 in 1971-72 and Rs. 1225.00 
in 1973-74. No wonder, the firm did not execute the sup-
ply order resulting in failure of the Ordnance Factory to 
honour the indents of the Army for the weapon so 
urgently required by it. Another lapse noted by the 
Committee is that the firm was not pressed in time to 
make security deposit according to -the terms of the 
contract. " 

"1.115. The Committee are perturbed at the irregular manner 
in which conn-act was awarded to firm 'B'. They would 
like Government to investigate the part played by autho-
rities and individuals at various levels which led to con-
tract being awarded to the firm without proper verification 
of technical and financial credentials and other irregu-
larities with a view of fixing responsibility for the lapse." 

1.9. The Ministry of Defence (Department of Defence Supplies) 
have, in their Action Taken Note dated 30 June, 1980, stated: 

"The firm was already on the approved list of the DGI and 
had been . duly assessed for its technical and financial 
capability fO'l" execution of Defence orders of engineering 
nature. In fact, the Firm had also supplied earlier 
armament ftems of allied nature worth over B.s. 300 
lakhs and there was no question of doubt about the poten-
tiality of the firm to produce thL; stare. Since the com-
bined design was introduced only in January, 1970, no 
comparison of DGOF's cost of production could have been 
possible at that point of time. !n view of the above, it is 
not considered necessary at this stage to investigate the 
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matter further about the circumstances leading to the 
award of this contTact on firm 'B'. 

The supply order required the firm to deposit Rs. 9,30,000 by 
way of security deposit which was an essential part of the 
contract. The firm made a request for the waiver of 
secll'l'ity deposit for initial quantity of 5,000 nos. But this 
request was . not accepted by the Government. The firm 
did not deposit the requisite amount and the supply order 
was treated as cancelled." 

1.10. The Committee are not convinced with the reply given by 
the Ministl"Y justifying the award of contract to firm 'S' for supply 
of 75,000 empty bodies of practice version of the ammunition. The 
order for supply of this item was placed on the firm although en~ 
doubts had been expressed about the capacity of the firm to execute 
the orders. As later events showed, the firm could not execute the 
order ~d even failed to make the requisite security deposit and the 
contract was eventually cancelled. The Committee hope that in 
future before placing supply orders, the indenting authorities would, 
as per prescribed procedure, ensure that the capacity of the firm 
to execute the orders is properly verified so as to obviate recurrence 
of such cases in a sensitive area like defence. 



CHAPTER n 

RECOMMENDATIONS AND OBSERVATIONS THAT HAVE 
BEEN ACCEPTED BY GOVERNMENT 

Recommendation 

The Committee were informed during evidence by the Secretary 
of the Department of Defence Production that it was stated in the 
minutes of the meeting held in the Ministry of Defence on 4th 
February, 1972 to review the requirements of this ammunition in 
the light of the introduction of a new weapon that "no further 
financial commitment should be made by the DGOF for-practice". 
This was interpreted to mean that DGOF should issue instructions _, 
to stop production of empty bodies and the ammunition for the'! 
existing weapon even agaiJlst the pending orders. Consequently, 
the_ DGOF's organisation nm only suspended the order placed on 
firm 'B' in 1970 ~r pp  of 75000 empty bodies but also suspended 
their own production. Due to this wrong interpretation which ac-
cording to the Secretary (Defence Production) was due to the com-
munication gap between the Department and the DGOF's 
organisation, the production of empty bodies (both heat and 
practice) of the ammunition in the Ordnance Factory, came down 
from 26,820 during 1971-72, to 13,195, 4060, nil, 2030 and 7105 
during the years .1972-73, 1973-74, 1974-75, 1975-76 and 1976-77 
respectively. 

-
[S1. No. 12 (Para 1.116) of-Appendix to 119th Report of the PAC 

(Sixth Lok Sabha)] 

Action Taken 

Towards the end Of 1971 with the import of a different type of 
weapon, the requirement of this ammunition was reduced. The 
General Staff plan for requirements of this ammunition was dis-
cussed in a meeting held in the Ministry on 4-2-1972. At this 
meeting, :t was decided that in view of the proposed phasing out 
of this equipment, no further financial commitments should be made 
by the DGOF for either the rocket launchers or rocket heat or 
rocket practice. '!'he DOS cancelled their further orders on DGOF 
for procurement from trade of 53,000 rocket heat, sincE\this quantity 
was free from financial repercussions. The DGOF, therefore, con-
cluded that execution of all outstanding orders stood suspended. In 

7 
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view of this when the DOS informed DGOF in May 1972 about hIS' 
requirement for the practice ammunition, the DGOF had to seek 
further clarifications from the Ministry, as this :.:.an counter to their 
understanding of the decisions taken at the meeting of 4-2-1972. A 
confinnation about the continued requirements of both the heat 
and practice version against the outstanding orders was received by 
the DGOF on 25-8-1973 and only thereafter they could advise the 
factories to take up the production which had been suspended. 

There was uridoubtedly an unfortunate communication gap bet-
ween the DGOF and the Service HQ/DepartInent in this case which 
is highly regretted. 

DADS has seen. 

[Ministry of Defence No. 4(7) /79/D(S-I) dated 30 June, 1980] 



CHAPTER m 

RECOMMENDATIONS AND OBSERVATIONS WHICH THE 
COMMITTEE DO NOT DESIRE TO PURSUE IN THE LIGHT 
OF THE REPLIES RECEIVED FROM GOVERNMENT 

Recommendations 

The Committee note that the Heat and Practice versions of 
ammunition for a weapon, introduced in the Indian Army in 
1957-58, were initially imported from a foreign country. The actual 
imports of these versions of the ammunition were 1,17,856 Nos. of 
Heat and 54,650 Nos. of practice. An idea of the annual requirements 
of the army for practice version, meant for imparting training to 
the troops in the use of this weapon, can be gathered from 
the mct that by October, 1962, out of the nnported 54,650 Nos. 
of the Practice version of the ammunition, the Army was left with 
only 4,863 Nos. With a view to meet their future requirements fOl"" 
this weapon, the Army had in 1959 itself placed an indent on 
Director General, Ordnance Factories for this ammunition, but ac-
cording to the Department, serious efforts for its production were· 
made from 1960 only. As on 1st June, 1963, against the firm 
demands  placed by the Army on DGOF the outstandings totalled 
2,27,500 Nos. (116,500 Heat, 111;000 Practice version). The Com-
mittee regret to note that due to a very limited balance stock of 
4,863 Nos. of Practice version with the Army and non-materialisa-
tion of the Indents for fresh supplies placed by the Army on 
Di.rector General, Ordnance Factories, the Army had to ~erio  

restrict the USe of this ammunition for practice affecting the train-
ing in the Army and battle worthiness of the troops. 

The Committee were informed during evidence that production 
of this ammunition was undertaken in the Ordnance Factories on the 
basis of samples and drawings procured from the country of export. 
The Committee also note that the development of the empty bodies 
of this ammunition has been the vital limiting factor with the 
DGOF in meeting the pressing demands of the Army for this 
weapon. The Committee further note that though seriQus efforts 
were mage in 1000 for the production of this ammunition at an 
Ordnance Factory, actual production of empty bodies for Heat and 
Practice versions was achieved only in 1962-63 and 1967-68 respec-
tively. From the facts placed before the Committee in writing: 

9 
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-as well as during evidence, the Committee cannot help concluding 
that there has been complete lack of pwrposive and coherent ap-
_proach by the concerned Ordnance Factories and other connected 
authorities resulting in poor execution of the orders of the Army 
for this weapon. Some of the notable features which the COJP.-
mittee would like to highlight are indicated in the following 
paragraphs. 

The Committee note that the Army Headquarters further re-
viewed their requirements of practice ammunition and agreed to 
Teduce the order to 50,000 numbers covering the requirements upto 
1981-82 as against the much larger actual requirements. In the 
letter of 2Ui-1974 from DCOAS to Additional Secretary, Department 
-of Defence Supplies, the former clearly emphasised the urgent need 
for meeting the requirements of the Army for practice version, 
when he stated that "there has only been a very limited supply of 
.practice ammunition since 1971-72 and the training requirements 
were largely met from Heat ammunition but on a limited scale. If 
in the future also practice ammunition is not produced, we would 
-be further eroding for meeting training requirements the existing 
stock of Head ammunition". The Committee deeply regret that 
even under these pressing circumstances so plainly brought out in 
the aforesaid letter the DGOF and other concerned authorities had 
iailed to make serious efforts to supply the requisite ammunition to 
the Army on a regular basis. 

The Audit paragraph reveals that for meeting the revised. ra-
-quirements of 50,000 of the Army for Practice version upto 1981-82, 
the schedule for manufacture of this equipment drawn by the 
DGOF for the year 1974-75, 1975-76, 1976-77 and 1977-78 was 10,000, 
15.000, 15,000 and 10,000 respectively. However, by 1977-78 only 
17,1167 units could btr- Supplied by the Ordnance Factory to the 
Army. Further, ,though initfally it was contemplated that the DGOF 
would not require supply of empty bodies from trade for this sche-
dule of manufacture, subsequently in October, 1974 and order for 
-supply of 27,551 empty bodies was plalCeO. on firm 'C'. This shows 
a serious lack of planning by the DGOF for meeting the require-
ments of the Army. If this is indicative of the general pattern 
observed by DGOF in meeting the minimum requirements of the 
.Army for weapons and ammunition, the· producing planning and 
control mechanism of the DGOF is in dire need of a thorough ra-
-.'iew. The Committee recommend that the Department of Defence 
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'Production may consider apointment of a high level committee to 
-review the performance of the DGOF in meeting on a regular and 
iiroely basis the requirements of weapons and ammunition by the 
Army' and suggest measures to effect improvement therein. 

[S1. No.1, 2, 15 or 16 (paras 1.105, 1.106, 1.119 and 1.120) of" 
Appendix to l19th Report of the PAC (Sixth Lok Sabha)]. 

Action Taken 

No integrated project capacity was created either for the heat or' 
practice version of the ammunition or for filling. Upto 1966-67, the 
'Ordnance Factories could not establish production of empty bodies 
for practice version of the ammunition and even ther~ ter when 
"the production commenced the Ordnance Fact<?ries faced a number 
'of technical problems with the possibility of heavy rejections. The 
1hen existing design for the practice version created difficulties in 
production with the available plant and machinery in as much as 
the perce'ntage of rejection became quite high. The older design .. 
was based on casting which was responsible for the rejections. Thus 
it became difficult to easily establish the production of the practice 
version in the factories. The capacity available in the Ordnance 
Factories had also been diverted for manufacture of some equally 
vital and critical stores over the years, for' which potential did not 
~n e supply of both heat and practice ammunition to the Army, 
in the context of a possibility of outbreak of war in 197(), decidedto 
go to the civil trade fur procurement of the combined version of the 
empty bodies. The earlier order placed on a private firm for 75,000 
nos. had to be treated as cancelled owing to the failure of the firm 
to fulfil the contractual terms. Meanwhile due to a misunderstand-
ing the production of the ammunition had also been stopped in the 
factories in February, 1972 which got  clarified only in August 1973. 
"Since the availability of ammunition in the pipeline in the Ordnance 
_ Factories was indicated as about 12,000 nos.,. an order was placed in 
October, 1974 on trade sources for 37,551 empties of the combined 
version. Even this order had to be cancelled on account of what 
was t.nen considered to be an n ti ~ tor  supply. As explained 
earlier, the Ordnance Factories also could not supply more due 
partly to technical snags and partly to capacity diversion. There-
fore, till the order on the private firm was revIved ~. December, 
1977, the supplies could not match the requirements. In view of 
the circumstances explained above, it would be evident that this 
could not' hi" attrib!ited to any lack of effort of planning . 
. As re r~ thti~o erv tion  of t~ PAC that production planning 
and control inechanisth of the DGOF needs to be reviewed. it may 
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be .stated that a high level committee has been app&inted by Gov-
el"nnient unaer the Chairmanship of Shri R . dh ~, MemBer 
Planning Commission to go into the various aspects· of the· Ordnance 
Factories Organisation. The above Committee·has submitted. its 
first report and tbe recommendations made therein have been 
a e'CSpted by 'the Government. In pursua'l'lceof theserecommenda-
ti(1DS, an Ordnance FaCtory Board has been formed ·atCalcutta and 
an Ordnance Factory Board has been formed at Calcutta and 
streamlining of the procedures including those relating to Inspec-
tion is under way. Further reports of the Committee are awaited 

Attention is also invited to rC!plies to Sl. No. 3 (p r~ 1.107), 

SI. NO.4 (para 1.108), S1. No.5 (Para 1.109), S1. No.8 (para 
1.112), S1. No. 9 (para 1.113), S1. No. 13 (Para 1.117 and S1. No. 
14 {Para 1.118) of Appendix to 119th Report of the PAC (Sixth Lok 
Sabha). 

DADS has seen. 

[Ministry of Defence No.  4{7) 179ID(S-I), Elated 3() June 1980]. 

Beeotnmendation 

The Committee regret to note that as agamst the' allocated 
annual capacity for the productioo of 42,000 Nos. of empty bodies 
in an Ordnance Factory the actual achievement of production re-
mained miserably low. During the 16 years from 19ti:2-63 to 1977-78 
when this ammunition was under J>1'0duction in the Ordnance 
Factories, the peak production wa.s reached only in HY71-72 touching 
a total of 26,820 only. In the following years, the production 
tapered of to 'NIL' in 1974-75, picking up again to a,figure of 21,t85 
in 1977-78. All this reveals lack of systematic etfort on the part of 
the fatcory authorities to evolve aregularpattem Bf ~ tion so 
as to achieve a level of prduction aPl'""XimatiDg to the annual 
productioncapaci'ty of 42,000 N()S. 'T:tris {tace again clearly il\dicates 
the absence of an inbuiUsystem of ;regularly ;aDd. sysiem.aticl1y 
monitoring the production in OrdAance Factories, identifying , ot~ 

Uenecks and taking remedial action. 'rae Cotrumttee ~iter tethe 

recommendation madem paragr.aph 1.105 Gf their lO9th .RepM-t 
(Sixth Lok Sabha) that such a memteriRg system ccwerin,g -all the 
Ordnance Factories .should be established without Iwther delBty'. 

'[-S!. No, 3 (para 1.107) of Alppmd'x tn 11'9th l\epotIt ()If P'AC 
. (SBtth lJek8a:bna)]. 

Ac!tion 'taken 
t ' 

. Th.i.$ -observation stelllS irem a basic ~ ) t.  OltdDance 
racto1'f .had an establi$he4 cand,¥bleVaDIe cllPaGit, ,. n .t ~ 
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duction . of 42,000 No .o~ this item. In thi; regard it is submitted 
that wHile the then oqOF had at the meeting held in th~ room of 
Special Secretary on 25 8 ~ , stated that "the sanctioned p ~ 
~t  of the factory for this item was 42,000 per annum", it had also 
been simultaneously brought out by him that because of the 
diversion of equipment (for prodUcing other equally important 
items), the actual production was only 2000 per !nohth, that is, 
24,000 per annum. It was also explained that no new project or 
new Unes of production were specifically sanctioned for the manu-
factUre of this ammunition. This apart, it has to be appreciated 
that it was a developmental item for which the technology had not 
been imported and the manufacture was undertaken by a process 
of reverse engineering. The developmental problems related to a 
very complicated military hardware needfug precision and soph'sti-
cated ~ hiner  and skills which could be achieved only by trials 
and errors. In this contex, designated capacity was not a very 
material factor. 

In the instant case, therefore, it is not as if the failUl'e to have 
a higher rate of production was merely attributable to a lack of 
proper monitoring system. The capacity available in the Ordnance 
Factories had also lobe diverted to manufacture certain vital, 
sensitive and critical stores required by the Services for which 
trade sources could not be dep!!nded uPbn. The failure was mainly 
on account of technical snags which did not allow the factory to 
perfect the technological aspects of the prd4uction and the inade-
quacy of the machinery because of which the figure of capacity 
indicated by the DGOF e~ e intrinsically incapable of being 
achieved. A system of regular monitOring of production and idel'lti-
fying bottlenecks, hoW'eV'er, already eXists in the Ordnance 
Factories and the I>G<YF has been asked to im'prove it further 
Wherever necessary. Apart from the system 6f production control 
at DGOF Headquarters (nos OrdnaIiCe Factones Board), periodical 
production reView in~ti i  ~e also taken by the Secretary 
'(Defence Production) in which all cQrtcerned inctudtng the DGOF 
and therepTesehtatlves of the Defence Service alSt> participa.te at 

, the highest le\l'el. 
. .. 
DADS has e~. 

[Ministry of Defence No. 4(7}/'i9/D($..t) dated 30 .tune, 1980] 
Recommendations 

The Committee do not agree with the plea advanced by. the 
Department for non-achieveme.n.t o th~ annual, opljrnum capacity 
~ the r.~ ~ ~r,. th.e p~ d ion o~ ~, ti. empfy ,bOdies 
that . 'no project was allocated to tlie Ordnance Factones specifically 
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for the manufacture of either the hardware or the filling of the 
ammunition but production was planned on the basis of using the 
existing facilities available in the Ordnance Factories with margi.-
nal additional balancing plant. The specific allocation of annual 
optimum capacity of 42,000 was admitted by the Director General 
of Ordnace Factories at the meeting held in the 'room of Special 
Secretary (Defence Production) on 25th August, 1969 when he 
'pleaded that "although its sanctioned capacity was 3500 per month. 
i.e. 42,000 per annum, its actual production was 2,000 per month 
i.e. 24,000 per annum" and that "he was not in a position to increase 
production because some of his equipments had been diverted for 
producing other items". The Department have adduced another 
plea of diversion of the capacity of the Ordnance Factories after 
1962, when the production of a number of items like primers, 
Fuzes, etc. had to be stepped up. The Committee nevertheless feel 
that with better planning and coordinated approach, it would not 
have been out of reach of the Ordnance Factories to achieve opti-
mum capacity utilisatiop. and meet to a substantial extent the large 
outstanding orders of the Army for this ammunition. 

The Committee note that production of the Heat version of the 
ammunition was established in the Ordnance Factory in 1962-63 and 
with concerted action it could have been possible to increase pro-
duction of this version to meet the requirements of the Army. On , , 
the other hand, the production of the Practice version in the 
Ordnance Factories was not contemplated or planned until 1967-68 
when its production came to be established for the first time. Yet, 
even though the imported stock of the Practice version had wellnfgh 
depleted completely and the Army was badly in need of this version, 
as indent for 50,000 numbers of empty bodies of Heat version only 
was placed on Director General Supplies and Disposals On 19th 
June, 1963, which was covered by AfT of 12th December, 1963 on 
firm 'A'. The Committee are at a loss to understand as to why the 
assistance of trade was not sought at that time for the empty bodies 
of the practice version, which was so badly needed by the Army for 
practice purposes. Besides, contracting out to private party the 
Heat version of the ammunition also involved th~ security aspect. 
The committee feel that the need of the hour was to take assistance 
of the trade for empty bQdies of the practice version and to allow 
the Ordnance ~ tor  to concentrate on the productioll' of the Heat 
version. 

) t . 

[51. No. 4 and 5. (para 1.108, , . ~) qf Appendix to 119th Report 
.: of the PAC (Sixth tok Sabha)] . 

... ,: j' p' p', • ' .. 
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• ~ ' .. ~ ,~tion. Taken ':{: 
"'. . 

The ini tr ~doe  nAt sli.r.re the opinion or th~ PAC that the 
assistance from -the Civil tr ~  should have been taken by the Gov-
ernment only for empty bodies of the practice version and to allow 
the Ordnance Factories to concentrate on the production of the 
heat version only. The production of empties of the practice ver-' 
lian could not be established to the des'gn then existing and there 
was heavy rejection. In view of this, the diversion of this store to 
the civil trade. would not have solved the problem as these trade 
sources would also have faced the same technical snags .. With the 
change of design enabling a combined version of the empties which 
could be used both for combat and practice, it was decided to go to 
the civil trade for procurement of the same later because of the 
situation prevailing them. . 

The matter has necesslrily to be'viewed in the context of the 
'then prevailing situation. After the 1962 Chinese aggression, there 
was an urgent requirement to build up War Wast:--ge Reserve which 
had gone down ~r  much below the authorised level. The produc-
tion of the practice version of the ammunition had not yet been 
esta blished in _December 1963 in the Ordnance Fa ~torie . While 
originally it was contemplated to estab'ished a capacity of 3500 nos. 
per month with the then Product Mix, the position had changed 
redic21ly by 1963 when the production of a number of items like 
Primers, Fuzes etc., had to be introduced. The capacity available 
in the Ordnance Fa-:-tories had to be diverted. to manufacture cer-
tain more vital, sensitive and critic31 stores required by the Services 
for which trade sources could not be depended upon. Government, 
had, therefore, necessarily. to seek trade assistance for m-nufacture 
of certain items such as empty b 1dies of the ammunition to supple-
ment Ordnance Factories' production. 

It will be readily appreciated that while it is possible to utilise 
the peat version for both prlctice and fighting, the reverse is not 
possible. Keeping this _aspect in view ~d also the general ~ort e 

of ammunition (reflected in_ low War Wastage Reserves) and also 
considering the perSistent view since 1966 that this ammunition 
may be replaced by a better one, a specific decision was taken to 
go in for procurement from ·P(vil trade the empties of the heat ver-
sion which could be ~d both for practice [s well as fighting. 
This, in our view, was the· only correct approach in 'relation 
to a matter which connerned the vital interest of country's defence. 
It would not .. therefore, be correct to. infer -that the .decision to go 
to the tEa4efor, the empties oi the Heat verSion which coVld meet -I 

bOtii the praetice and the heat requirements was not . appropriate. 
I 



~ 

Since these were only e ptie,~ qo ~dition  security risk was 
involved. It may also be added 'that production of defence compo-
nents in tb,e t.r ~ are ov~ed ijy elaborate security measures ~~ 
procurement of such stores from civil trade is a· will recognised 
practice: _ ,." .. . .. 

Attention is also invited to reply to S. ~ . ~ (~ r  . ~ ) cd 
Appendb,[ to 119th Deport of PAC (Six:th i..o~ ~~ .~). 

DADS has seen. 

[Ministry 01 ~en e No. 4(7}17-9ID(S·I), dated 30 June, 1980]. 

~ ~d ti()n 

Another noteworthy feature of the deal is that the original order 
()f December, 1963 for 50,000 units was sUQsequently reduced W 
25,000 Nos, in February, 1965 because according to the Department, 
"the firm cotUd not effect supplies". The reason indicated for re-
duction in t ~ qJlantity to be su,pplied by the firm is strange parti-
cularly when tJw requirements of the Army continued to be urgent. 
In fact, the fallure to D;lake supplies within a reasonable period 
should have ~ttr ted a &tiBer actiQIl such as cancellation of the 
(; tr~ t and award of work to some other more competent party. 

[Sl. No.7 (Para 1.111) of Appendix to 119th ~port of PAC (Sixth 
Lok ~ h . 

Adion Taken 

Since it was a new store to b,e d~ve oped i:p. the Private Sector 
and the firm which had been iv~ contract was finding it difficult 
to effect supplies, it was on i ~red appropriate at the relevant time 
to redhce the quantity On or~er. t~ ever, as this was the only 
firm entrusted with the developII\ent of the to~~ and had made 
some specific progress, it was on id~red inexpedient to ~  the 
contract altogether ei ~tin  thereby tne anl,y so.urce that was 
still in the field and trying to develQp this vitaJ t r~, especiaJ:1.Jr 
as it .,as meaning no dv~r e financ.ial implication!? to. GQ,ven\-
ment. .. 

DADS h~~ ~~:n. 

~~ Qf ~n e N"o. (7) 7~(S ), d ~e~ 30 June." ~ . 

~ . e . 

h~ ~~~~~~~t , : t~~~, cw. 11\ .. ~~~ .. _ "tlif..· ~. . ci1 
Ii ini oi~~ on: ~~ ~  p ~~~~~e,. v~ ""~.~. ~ t.r 
Heat . version .. According to the Audit Para DGOF suggested in 



.J;muary, 19701 t:h~ an: OoTder' on~ trade, should be f()r pr.actiee version 

.only as; t~ Or_an(:e Factory W3S' not manufaeturing; thiS versiQR 
any; IDllgel"!. 'Fhe. Secr,etary of" the Department; hawewr; informed 
the Committee, during evidence that the DG0F had suggesteci in 
Januar.y, 1970 a CQl1lIJ)on design for the empty b::>dies ofl heat and 
practice ver~o ;. According to the Department keeping in view 
the DGOF's-afOl'esaid suggestion and also due to the fuct that he'at 
version of the empty body had, already been developed by, trade, 
it was dedded in January 1Q70 to modify' the design of the Practice 
ve'1'sion to that Qf-the heat version. Consequently, an order :for 
the supply of 75,000 empty bodies of modified-combined version was 
concluded with firm, 'B' against the specific order of the Army for 
Practice v~r ion, 

The Committee feel that the decision of modifying -the design 
of Practice version to that of Heat version was not properly, cans#.-
dered. The empty body of Heat version is much costlier than that 
<>f Practice version. As against the cost of production at the Ord-
nance Factory of empty body of PractiCe-vexsion of-Rs. ~. , 

R~. 350.20 and Rs. 452.87 during the years 1967-68, 1971-72 and 1977-
'78, the corresponding cost of production of Heat version was 
Rs. 301.74, Rs. MS.33 and ~. 1020.00 r,espectively: It is thus obvi-
-ous that financial implications of this modification and the resultant 
recurring ddition ~ financial burden in meeting Army's :f.uture 
requirements for practice version were not fully examined at the 
time of takillg this i i~ The, representative of the Army 
confirmed d\lFing evidence that the cost consideration was the main 
factor in using the empty body of· the practice version for pr8C-:-
tice purPPSoeS. The other consiMration for eff-ecting this modiftca.-, 
tion wqs that the Ilea); v,ersion had already been developed in 
trade. This plea ceas_ed to hold, good when in December, 1970 the 
supply ord~r for 76,000 units of the new composite. type w.as 
awarded tp a new firm 'B' which had to commence the fabrication 
of the sample de novo. These facts compel the o it~ to-
conclude that the decisions at that point of time were being made 
()ll . acl hoicbasis without· considering fully the pros and cons of a 
course' of, aetian. Ttiisis'regrettable. . 

" 

[St. NQ. 8 and 9' (r ~  . ~ an4 1.113) of. Appendix. to UBth 
Reppn of PAC (Sixth Lok Sab4a)J. 

ACDoa· ftba: 

UPUlt , ~ the. r.dnp~~ FaDtopes cpul4. not. t~ ~, 

pi"QdUGAQn of e~ . o:di~ o :' .. p~~ v~ion ~. the,~~
h ~h t er~ r: p.r.o  of)' ile pr :~) r io :~' ~~ 
", " 
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menced. in' the OrdAance tori~ , ~re Were ~der e teeth":" 
ing troUibles in pro~ in  the pr ti ~ ve~on to'~ he' design with 
possibilities of heavy rejections. FurtGermore, by 1970 the threat 
of war became real and all the effort'S had'" to be geared to aug-
ment the fighting capability of the armed forces. It was in this 
context that a decision was taken to modify the design so as to, 
have a composite design which' could be used both for combat 
and practice. While taking this deciSion, financial considerations 
were no doubt relevant but meeting the immediate requirement or 
the forces to augment and sustain their fighting capability was the' 
overriding consideration. The view was then taken that it would 
be desirable to have another source of manufacture of the empty 
bodies of the ammunition which o ~ be used In operations as 
well as for practice. In the Ilght of thi's, it would not be correct 
to conclude that the decision to go in for a composite ~e i n ~ 

taken on an ad hoc bas's without bestowing adequate thought. 

DADS has seen. 

ini ~r  of Defence No. 4 (7) \79\D (S-I) , dated 30 June, 1980J.. 

Recommendation 

The Committee fail to be convinced with the ,plea of the Depart-
ment that the wrong interpretation of the minutes of the meeting 
'held on 4th February, 1972 was the sole reason for slackening of' 
efforts in the production of the empty bodies and ammunition at 
t.1-te-Ordnance Factory and procurement of empty bodies from 
trade. This plea could hold good at best till May, 1972, when the 
Army had very speCifically written to the Department of Defence 
,Production to clear this misunderstanding. The Committee deeply 
regret that even when the Army had cleared the misunderstand-
ing in unequivocal terms the DGOF and other concerned autho-
rities took no' steps to r~ e prOduction and pr,ocurement and 
consequently the Army's urgent requirements for practice version 
remained Unfulfilled. 

The Committee are pained to discern the same halting approach 
by the Department in meeting the subsequent requirements of the 
Army for Practice version. In their note of 25 August, 1973 to 
DGOF Headquarters, ,the Army Headquarters revived their out-
~ ndin  orders for. Heat and r ti ~ versions and also requested 
that the supply, of these quantities should be completed in 2-3 
yearS' time. The figures of production of the ammunition upto the 
year '7~77 clearly prove that the DGOF's organisation did not 
UUlke, 'serious efforts: to step up the prod ~tion of the ammunition . 
!n-the Ordnance Factories. Further the nGOF's 'organisation moved: 
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leisurely#\even to arrange prootttememt!<Of empty bodies from trade. 
It was o8ly after a delay:()f about ~' : onth , i.e. in March, 1974, 
that the OOOF's organisation requested the Department of Defence 
Supplies to arrange for 75,000 (Practice version) empty bodies 
from trade. The Committee deprecate the leisurely working of the 
DGOF's Organisation resulting in long delay in the production of 
the ammunition in the Ordnance Factories and also in the procure-
ment of empty bodies from trade. 

[Sl. Nos. 13 and 14 (Paras 1.117 and 1.118 of Appendix to 119th 
Report .of the PAC (Sixth Lok Sabha)]. 

Action Taken 

In accO'l'dance with the decision taken in the meeting held in 
the Ministry of Defence on 4-2-1972, Department of Defence Pro-
duction advised DGOF not to make any more financial commit-
ments and work out and intimate the financial repercussions of 
cancellation to decide the quantity on order which should be cancel-
led. DOS also cancelled their order on trade for 53,000 nos. 
since this quantity was free from financial repercussions vide their 
letter No. 7271610S.6B dated 1-2-1972. From this DaOF concluded 
that the intention· was to. cancel tbe outstanding order. Mean-
while, DOS informed DGOF in May 1972 about; his requirement 
f()r the Practice ammunition. Having regard to the discussion on 
4-2-1972, DGOF made a further reference to the Department of 
Defence for the ammunition from Army Headquarters was receiv-
ed by him in September, 1973. 

On re~eipt of DOS letter dated 25-8-1973, con1irInplg their cona 
tinued requirements for the ammunition by the -OOOF, appropriate 
instructions were issued to the factories vide DGOF TPM No. 
250lGIPIA dated 23-10-1973. The factories were also advised to 
take up with Department of Defence Supplies for trade supply of 
empty bodies. Since the production had remained suspended for a 
long time, it was not a practicable proposition for the! Ordnance 
Factories to i id t~ the orders within 213 -years as required by the 
DOS as the feeder factories need around 18 months' lead time to 
revive the provisioning action and re"ommence bulk manufacture. 
Due to lim!ted capacity in the Ordnance Factories for production of 
ha:rdware, trade assistance was inescapable and a programme of 
5upply of Heat and Practice ammunition was drawn upon the 
assumption that Trade assistance would be forthcoming and this 
was intimated to DOS under DGOF. No. 250IGIPIA dated 24-10-73. 

DADS has seen. 

i~tr  of e e t~e No. 4(7)179[D(S-1),. dated 30 June 1980] 
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The CqIllmjitee ~ that QIl ~ ; nt Qf the first lot 01 ~pp. e  

ten ~ed f.q.r deliveJ!Y llY ~ 'C' in . ~t 1Q76 ~ ,~ ~n r~ 

ject&<i by: the ~ ipr n~pe tor of .r .~en  the CRntract with the 
firm ~ ~ e ~ in Nov.eJ;Xlber, 1976. Ai> a r~ t Qf several re-
presentatj.ons by t~ firm, a Te.cQnical ~ ir.  ~ittee was ap-

pointed on 17th June 1977 to e ~n~ eth~r th~ re ~ n of the 
first lot of supplies was , t i ~ to th~ extent Qf warranting com-
plete r~e tion. ~ TechnJcal Enquiry Committee submitted its 
report on 12th August, 1977. The Enquiry Committee had, in its 
report, inter alia, stated that pressure was exerteld by some Defence 
Authorities on their sister thoriti~  for rejecting the lot of sup-
plies. The Committee would. like the Ministry of Defence to take 
action against the Officers resPQIlsible for pres.surising a:; also those 
who succumbed to the pressure. 

[S1. No. 1'1' (Para 1.121) of Appendix to 119th Report of the PAC 
(Sixth Lok Sabba)] 

Action ~ 

The EnquiI"y Committee has mehtioned in its report about the 
pressure having been eKerted primarily by a particular Officer. 
The Report,Of the Enquiry Committee was examined in consultation 

it~ t.l;1e . ,e o ~ QeBerlM lUI.d the cc.mdliSion reached was 
i .~ t .~r~ .~ Il.Q, stron,i case for inlitating ~~ n r  action 
~ .in t that Officer. n ~ttin  the Report of the PAC, the mqUe!" 
Was p.~:r:' exaplined and the same eoncl1Jsien was reached onee 
again at the level of th,e Defence Minister. In the meantime, the 
OfficeL" rewed ~o  service ~n 31-3-,.78. Moreover there was IlQ . , 
sCOPe for re o~ .d,erin  the ~te.r ~ u,nder ~ t pn 12'3 of Azmy 
Act, actio.n should illI-ve e~.n.. iJ:rl,tiAte4 ~ Ir,I,OIlths in advance of 
llls r~tire ,ent. ~vin  ~ to the o ~  that there was 110 
pri~ facie ~~ to pr ~ ~t tb# o~ WAQ, had allegeQb 
e~erte  t .,~ p ,~ :~, it ~~ !$ th~t. t~r, ~ d ~ ~ ~ 

i ~ th()~e whQ are alleged to have suc.clllnb,ea to the p~~~ 
. ~. th~ Si~~ ill.: re ..t~ n tQ. th.Qse ~, ha:ye ~ r;~ ' 81 
c1o§ed. apd., in. th~ r ~ .: ;~ ~ t~, . : . ~ ~  ~ to, ~ 
~. o~ r~ ~ni~ ~ 

DADS has seen, .'. . 

~. 0( : ~~.~~.;.~' ~ ~ ~,~~,3  .. ~. 19801 
~: ~ i') • , 
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~ NS AND OBSERVATIONS REPLIES TO 
WHICH HAVE NOT BlmN ACCEPTED BY THE COMMITl'EE 

AND WIDCU REQlJIRm REITERATION 

Recommendation . . 

The o ~itte.e note. th. ~ ~ 'E' took ~ long ~ five ~~ to, 
develop p~'r ~r empty b,ody 01 ~~.~ versioJ;l in April, ~ when 
this version was already d~ve pe,d an,d ip production in the Ord-
nance ~ :  s,ince 2~ Th,e long ti.rn~ ~en by tb,e .. firm has 
been ttri t~d by th~ De.PIHtmen,t to the fa.ct that tltis store "is 
highly speci.?lised. and n;t.p ~t~d a,nd rath.er difficult to. manufac-
ture" and further "the private sectOr was also not accustOl:n,ed to 
the rigid quality control requirements of armament production in 
the inital stages". The casual approach of the Department in secur-
ing cOI.llpliance of till;! order for supply of samples is evident from 
the fact that th.e origin,1iIl order of 12th ~ e er, 1963 did not 
cven specify the date by whi,::h the aQ.va.J:\ce samples were to be 
submitte.d ~ tb.e firm aAd it W1;1.5 only t~r a pe.rio~ of four years, 
as a resl:llt of after th ~ ht, tllG\t th.e fino Wa$ ~d on 15th SepJ;eII;!.-
ber, ~7, to submit advance samples upto 31st De.cember, 1967; 
w!li.ch date was late;,-" extended upio 29th February, 1968. As the 
Department at th tti ~ ~~ fully aware of th~ r ~  of the need 
for supplies ot th~ ~ore, tlu;! coni;,rftct with the fi,nn h.o ~ have, 
at the' initi~  t ~, p:r:ovide~ fO.t: a date by which the sample was 
to be submitted by th.e firm. h~. Commi,ttee ~e  that in the order 
in ~en e of thi,s tip . ~t~on~ th~ firm cUd :o.9.t t~ the. order as 
seriou,sly as it shoulel h v~ <lon.e, res,ulting ~ aJ;l u.ndu.e dE'lay. in 
the t;i~ tio  o~ th.~ ~ ; 'p' e. The G p; i~t,~.e r~ ,~o a.t a ~ tQ 
understand as to why a prototype of the item ~re. .d  ~d,~p.to

duction in the Ordnance Factory together with its know-how was 
not made available to the firm so as to enable it to commerce pro-
\ d ~ion • tr i h~  and not waste time, ener~ ~p.d r~~o .r ~~. in 
deve o:p~ the ~e i~  den.ooo. . 

~ . .~: 6, ( ~~ t.J1Q), 9/ ,p ~ to. ~~ . R~.i . ;'~ oj t,Q.e PAq 
(S~,th ~  ~h~)  

. Action Taken 

~ro ~n of ammunition items-in civil . sector was"taketl ~  
dqaag the.sbileL At tbat··time lfNlde haCiabaolutely: no experience 

21 . 



to manfacture this type of "stores. ;bGS&D had also t~en up. 
procurement of these items: from CivU;Trade for the 1i&t time. 
For production -of the items under the ~ntr t, the manufacturer 
.had to produce/procure each and every component and get the same 

- approved by the Inspectorate and only after all the components 
had been approved the contractor was to produce the complete sam-
ple of the finished store for submission to the Inspection Authority. 
The private sector was also not used to the stringent quality 'con-
trol requirement of the Armament production. Therefore, the 
time reasonably required for the highly specialised and complicated 
work could not be visual:sed at the time of the placement of the 
order and in the absence of any experience in handling develop-
ment contracts with DGS&D, no definite date for submission of ad-
v n ~ samples was stipulated. It is pertineI1.t to add that it waS at 
about this point of time that the DDS itself was constituted as a 
specialist agency for defence indigenisation and development of 
stores by civil trade. 

After placement of the order the firm started procuring the , 
required quantity of raw material and producing components. The 
firm had produced and got approved some '39 components upto 
-middle of 1967 leaving only two components to be produced. At 
that pC?int of time a definite date for sample approval was prescribed 
with a view to expedite production of these two components and the 
sample of the finished stores. All possible he p~  rendered to 
the ~ to enable them to submit the advance sample. A sample 
was available with the Inspectorate at Delhi and the firm had the 
opportunity to refer to it. It should kindly be noted that by merely 
having a sample the -production of such a complicated store cannot 
suddenly be established. The Department even went to the extent 
of positioning a person with no e~ e and experience of production 
and 'inspection of this store and was attached with the establishment 
to render assistance. 

With better all round experience, in the contracts now' being 
placed, time limit for submission of pilots samples is being stipulated 
even in developmental ontr ~t  thougl, it is seldom achieved and, 
more often than not, has to be extended. 

DADS has seen. 

,  • ~i tr  ~ Defence No.4 (7) 179/D (8-1), dated 30 ~e, 1980J: 
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Recommendation 

Yet another glaring lapse on the part of the Department was the 
~ rd of the contract for the supply of 75,000 emply bodies to ftrm 
~ ' in December; 1970. It is preplexing to note that although firm 
'A' had earlier taken five years to develop a sample, this contract 
was awarded post haste to another firm 'B' without even verifying 
its technical capability and financial capacity for the e e~ tion of 
the contract. At the meeting held on 26th June 1970 to discuss ,  , 
the procurement of this item, it was stated that there was only one 
offer from firm 'A'. When it was pointed out that it might delay 
the procurement of the store if it was entrusted to a new party, a 
new party, a suggestion was made that firm 'B' might capable of 
undertaking the work and some quantity might be. entrusted if 
they were prepared to undertake the job on the terms and condi-
tions which might be offered to firm 'A'. In the brief prepared for_ 
the meeting proposed to be held in the room of Secretary (Defence 
Production) on 25th July, 1970, it was clearly stated that "it will 
be desirable that if any orders are to be placed on this firm, their 
capacity and capability governing this store should be inspected by 
the Inspector ...... " Further, at the meeting of 25th July, 1970, 
the Deputy Financial Adviser had also stated that "if there was' any 
Qoubt about the capacity of this firm, we could take performance 
guarantee." All this sufficiently proves that genuine doubts were 
entertained about the capability of the firm. Yet, the contract was 
awarded to firm 'B' on the plea that it had earlier produced similar 
items and also as its quotation was Rs. 252 only as against the quota-
tion of Rs. 510,25 in 1970 of firm 'A'. The much lower quotation of 
firm 'B' should have been ~ indication of the fact that it had no 
real conception of the complexities of the job. It may be mentioned 
in this context that the cost of production of the same item in Ord-
nance Factory was Rs. 545,33 in 1971-72 and Rs. 1225.00 in 1973-74. 
No wonder, the firm did not execute the supply order resulting in 
failure of the Ordnance Factory to honour the indents of the Army 
, for the weapon so urgently required by it. Another lapse noted by 
the ~o ittee is that the firm ~  not pressed in time to make 
security deposit according to the terms of the contract. 

The Committe2 are perturbed at the irregular manner in which 
contract was awarded to firm 'B'. They would like Government to 
investigate 'the part played by authorities and individuals at various 
levels which led· to contract being awarded to the firm without , 
pr9per verification of technical and financial credientials and other 
irregulanties with a. view of fixing re po~i i it  for the lapse. 

[St.,Nos. 10, p (Para.s 1.114 and .l.1l5) of Appendix to 119th 
. RepoM of the P.A.C. (Sixth Lok Sabha)] 

',i! ' ~  



Action Taken 

'!be fimi was 'iltrftd!r 'tift Ute ,'ptlt'lfjvM D§t 6! tM OOI ai?rl lmd 
been dtJiy asSessed fot its te ~  arid fultlllcli:ll p~ i t  for eX-
ecutibll of Defence ()l'<iers of engih'eering ' ~t re. In fact, the firm 
had also supplied earlter artt1mneilt items of allied nature worth 
over ,Rs. 300 lakhs and there was ho question of doubt about the 
potentiality of the ftrID to produce this store. Since the combined 
design was introduced only irt Jan\lary, 1970, iW comparlsion of 
D.G.O.F's cost of production could have been possible at that point 
of time. In view of the above, it is not considered necessary at this 
stage to investigate the matter further about the circumstances 
leading to the award of his contract on firm 'B'. 

The supply order required the firm to deposit Rs. 9,30,000 by way 
of security dep:)sit which was an essenti2.1 part of the contract. 
The firm made a request for the waiver of security deposit for initial 
quantity of 5,000 nos. But this request was not accepted by the 
Government. The firm did not deposit the requisite amount and 
the supply order was, treated as cancelled. 

DADD has seen. '.' 
[Ministry of Defence No. 4(7) 179ID(5-1), dated 30 June 1980-] 
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RECOMMENDATIONS AND OBSERVATIONS IN RESPECT OF 
WHI£H GOVERNMENT HAVE Ft1RNISHED INTERIM 
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NEW DEun; 
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NIL 

SATISH AGARWAL. 
. Chairman, 
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